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THE  UNITED  STATES  STEEL  CORPORATION. 


Special  Committee  on  the  Investigation 

OF  THE  United  States  Steel  Corporation, 

House  op  Representatives, 

Friday,  August  11^  1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  resume  its  session. 

Mr.  Bartlett.  Mr.  Chairman,  before  you  proceed,  I  desire  to  ask 
Mr.  Perkins  one  or  two  questions. 

The  Chairman.  Certainly. 

Mr.  Bartlett.  On  yesterday,  Mr.  Perkins,  you  were  asked  by  Mr. 
Young  in  reference  to  the  intrinsic  value  of  the  Tennessee  Coal  & 
Iron  stock  as  compared  to  the  United  Steel  Corporation  bonds,  and 
you  gave  it  as  your  opinion  that  the  intrinsic  value  of  the  Tennessee 
Coal  &  Iron  stock  was  less"than  th'at  of  the  steel  bonds,  did  you  not? 

Mr.  Perkins.  I  think  I  put  it  this  way:  That  I  believed  the  in- 
trinsic value  and  the  then  present  market  value  taken  together  were 
less. 

Mr.  Bartlett.  The  intrinsic  value  and  the  market  value  are  syn- 
onymous terms,  are  they  not  ? 

Mr.  Perkins.  No,  sir ;  I  do  not  think  they  are. 

Mr.  Bartlett.  You  stated  that  the  intrinsic  value  and  the  market 
value  combined  were  less.    Is  that  your  answer? 

Mr.  Perkins.  Yes,  sir ;  that  the  Tennessee  Coal  &  Iron  stock,  as  it 
stood,  all  things  considered  at  that  moment,  was  less  valuable  than 
the  steel  bonds. 

Mr.  Bartlett.  Now,  in  the  critical  stage  of  the  panic,  which  was 
about  as  bad  as  you  have  ever  seen  in  New  York 

Mr.  Perkins  (interposing) .  Yes,  sir. 

Mr.  Bartlett  (continuing) .  The  directors  and  officers  of  the  Steel 
Co.  did  exchange  the  5  per  cent  gold  bonds  of  the  United  States  Steel 
Corporation,  which  had  both  greater  intrinsic  and  market  value,  for 
something  that  was  less  valuable,  both  intrinsically  and  in  the  mar- 
ket? 

Mr.  Perkins.  The  price  of  both  was  fixed,  of  course,  in  the  trade, 
the  price  of  the  stock  and  the  price  of  the  bonds;  and,  as  I  testified 
yesterday,  it  was  a  trade. 

Mr.  Bartlett.  The  exchange  was  on  a  ratio  of  about  84  to  100? 

Mr.  Perkins.  I  do  not  remember  exactly.  The  records  will  show. 
The  price  was  fixed,  and  the  trade  was  made  on  the  best  terms  that 
could  be  made  to  meet  the  existing  situation,  all  things  considered. 

Mr.  Bartlett.  How  long  prior  to  this,  or  prior  to  the  panic,  if  you 
know  what  occurred,  did  the  United  States  Steel  Corporation  de- 
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cline  to  purchase  or  have  under  consideration  the  purchase  of  the 
Tennessee  Coal  &  Iron  Co.  at  65  even  ? 

Mr.  Perkins.  I  do  not  remember  it  was  ever  discussed  at  any 
price;  but  my  recollection  is  that  twice,  perhaps  two  or  three  years 
before  the  panic,  the  question  in  a  general  way  came  up  for  discus- 
sion. 

Mr.  Bartlett.  How  long  before  the  panic  ? 

Mr.  Perkins.  I  should  think  twice,  broadly  speaking,  within  two 
or  three  years,  and  we  declined  to  discuss  it.  It  was  brought  to  our 
attention  by  somebody,  I  do  not  know  who,  as  to  whether  we  would 
not  be  interested  in  negotiating  for  the  acquisition  of  the  Tennessee 
Coal  &  Iron  Co.,  and  we  were  not  so  interested. 

Mr.  Bartlett.  At  that  time  was  it  not  stated  that  at  65  it  was 
not  a  desirable  purchase,  at  the  time  of  the  discussion? 

Mr.  Perkins.  I  do  not  remember  the  price.  I  remember  the  fact 
that  we  did  not  want  it ;  whether  it  was  65  or  45  or  95. 

Mr.  Bartlett.  Was  that  because  of  the  value  of  the  property  or 
because  of  the  complications  which  might  arise  under  the  law  by 
reason  of  the  purchase  of  the  Tennessee  Coal  &  Iron  Co.— was  the 
price  the  reason? 

Mr.  Perkins.  No ;  it  was  more  a  question  of  the  broad  policy  we 
were  pursuing;  namely,  that  the  United  States  Steel  Corporation 
was  rounded  out,  working  satisfactorily,  and  that  we  did  not  care 
for  any  more  property. 

Mr.  Bartlett.  It  was  not  a  question  of  price  or  of  observing  the 
law  ? 

Mr.  Perkins.  No;  the  primary  question  was  that  of  policy;  as  it 
recurs  to  my  mind. 

Mr.  Bartlett.  Now,  you  were  conversant  with  the  matters  dis- 
cussed just  prior  to  the  departure  of  Judge  Gary  and  Mr.  Frick  to 
Washington  to  see  the  President? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Bartlett.  Wliy  did  you  determine  that  it  was  necessary  to  see 
the  President  in  order  to  carry  out  this  proposed  exchange — you 
and  those  who  acted  with  you  or  conferred  with  you  ? 

Mr.  Perkins.  Because  we  felt  as  a  matter  of  common  knowledge 
that  there  was  much  criticism  then  by  the  administration  and  in 
other  quarters  about  these  large  corporations  and  what  they  could 
legally  do,  and  we  felt  it  was  simply  a  matter  of  ordinary  good  sense 
to  go  directly  to  the  President  and  lay  the  situation  before  him  and 
see  how  he  regarded  it. 

Mr.  Bartlett.  You  had  very  eminent  lawyers  who  were  your 
counsel  and  advisers,  and  do  you  not  obtain  the  services  of  the  most 
eminent  and  learned  lawyers  that  you  can  in  all  matters  ? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Bartlett.  I  think  it  is  known  that  you  have. 

Mr.  Perkins  Yes,  sir;  present  company  excepted. 

Mr.  Bartlett."  I  will  not  except  present  company. 

Did  you  ever  consult  in  New  York  on  this — I  do  not  ask  you  what 
they  advised  you,  because  that  would  not  be  proper — do  you  know 
whether  the  officers  and  directors  of  the  United  States  Steel  Corpo- 
ration consulted  their  legal  advisers  with  reference  to  taking  over 
this  property  in  the  manner  you  did  before  you  sent  these  parties- 
Judge  Gary  and  INIr.  Frick— to  Washington  to  see  the  President? 
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Mr.  Perkins.  At  that  particular  moment? 

Mr.  Bartlett.  At  the  time,  did  you  consult  them  with  reference 
to  taking  this  property  over? 

Mr.  Perkins.  During  the  two  or  three  days  right  at  that  time  ? 

Mr.  Bartlett.  Yes,  sir. 

Mr.  Perkins.  I  do  not  think  we  did.  I  would  like  to  say  that  I 
do  not  think  it  would  have  made  any  difference.  We  had  been  con- 
sulting lawyers,  and  all  Americans  had  been  consulting  lawyers  for 
years,  and  we  have  not  yet  found  any  lawyers  who  have  been  able 
to  tell  us  really  what  we  could  do  under  the  law  as  it  stands.  That 
is  one  of  our  troubles. 

Mr.  Bartlett.  And  in  that  situation  you  sent  to  the  President 
to  ascertain  what  the  law  was? 

Mr.  Perkins.  No,  sir;  whether 

Mr.  Bartlett.  Who  was  not  a  lawyer,  by  the  way  ? 

Mr.  Perkins.  We  used  our  best  judgment,  that  some  summary 
action  should  be  taken  instanter.  I  testified  on  yesterday  that  I  was 
not  a  lawyer,  and  that  I  had  something  to  be  thankful  for. 

Mr.  Littleton.  I  suggest  to  Judge  Bartlett  that  the  witness  in 
this  kind  of  a  situation  would  be  more  valuable  than  a  lawyer. 

Mr.  Bartlett.  After  that  you  got  legal  advice  ? 

Mr.  Perkins.  No,  sir.  It  was  just  a  question.  Judge  Bartlett,  of 
ordinary  horse  sense,  to  do  the  thing  as  near  right  as  we  could, 

Mr.  Bartlett.  Eegardless  of  the  law? 

Mr.  Perkins.  No;  I  will  not  say  regardless  of  the  law,  but  in  view 
of  the  situation. 

Mr.  Bartlett.  Well,  you  certainly  expected — and  I  do  not  sny 
you  did  not — expected  the  emissaries — I  will  call  them  the  messen- 
gers or  representatives  from  the  United  States  Steel  Corporation — 
Judge  Gary  and  Mr.  Frick  to  state  the  whole  matter  to  the  Presi- 
dent? 

Mr.  Perkins.  We  certainly  did. 

Mr.  Bartlett.  And  you  believe  they  did  ? 

Mr.  Perkins.  I  am  sure  they  did,  sir. 

Mr.  Bartlett.  You  stand  by  what  they  told  him  ? 

Mr.  Perkins.  Absolutely,  in  toto.     May  I  just  add ■ 

Mr.  Bartlett.  Anything  you  desire. 

Mr.  Perkins.  When  those  gentlemen  left  New  York  Saturday 
night  several  of  us  knew  that  the  Trust  Co.  of  America  and  the  Lin- 
coln Trust  Co.  were  still  in  very  sore  need  of  help,  and  that  Moore  & 
Schley  could  not  get  through,  and  when  Judge  Gary  got  to  Wash- 
ington we  especiafly  urged  him  to  let  us  hear  something  from  him 
before  10  o'clock. 

Mr.  Bartlett.  He  left  New  York  at  midnight  on  Sunday  night  ? 

Mr.  Perkins.  I  got  the  telephone  to  the  White  House  opened 
about  9.30  o'clock  on  Monday  morning,  and  talked  with  Mr.  Loeb, 
and  found  that  Judge  Gary  had  just  come  in,  and  that  he  and  Mr. 
Frick  were  with  the  President.  I  asked  him  if  he  could  not  find 
out  before  time  for  the  trust  companies  to  open  and  the  exchange 
opened  what  the  President's  view  was  likely  to  be.  Judge  Gary 
came  on  the  phone  about  a  quarter  of  10  and  said  that  the  Presi- 
dent was  considering  it,  and  that  he  would  call  me  again  in  a  few 
minutes.     At  five  minutes  of  10.  as  I  remember  it,  he  came  back  to 
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the  phone  and  said  that  the  President  felt  that  under  all  the  cir- 
cumstances he  had  no  right  to  interfere,  and  that  therefore  ^^^^^^ 
Mr.  Frick  were  willing  to  report  to  us  that  they  would  come  back 
to  New  York  and  vote  with  the  committee  to  acquire  that  stock.  1 
immediately  let  that  be  known — it  was  just  three  or  four  minutes  oi 
10  o'clock— for  the  effect  that  was  to  have  on  the  trust  companies 
opening  and  on  Moore  &  Schley's  loans.  I  simply  state  that  to 
show  you  how  close,  to  almost  minutes,  this  thing  had  resolved  it- 
self to. 

Mr.  Babtlett.  You  got  into  communication  with  the  Executive 
Office  at  about  9.30  a.  m.  ? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Bartlett.  And  you  were  informed  that  Judge  Gary  and  Mr. 
Frick  were  in  conference  with  the  President  ? 

Mr.  Perkins.  Had  just  come  in  to  see  him. 

Mr.  Baei'lett.  And  about  10  minutes  to  10,  20  minutes  thereafter, 
you  got  this  message  that  loosened  up  this  whole  matter? 

Mr.  Perkins.  Is  was  very  close  to  10  o'clock.  How  long  they  had 
been  with  the  President  at  that  time,  I  do  not  know. 

Mr.  Bartlett.  This  question,  which  had  troubled  your  lawyers 
and  eminent  counsel,  was  decided  by  the  Chief  Executive  in  less 
than  20  minutes  ? 

Mr.  Perkins.  I  beg  your  pardon,  but  I  do  not  think  that  is  the 
situation  at  all.  I  never  thought  that  the  President  was  passing 
on  the  technical  legal  question. 

Mr.  Littleton.  I  do  not  think  anybody  thought  so. 

Mr.  Bartlett.  No;  I  do  not  think  he  thought  he  was.  I  do  not 
think  he  paid  any  attention  to  it. 

With  reference  to  labor  conditions,  you  gave  some  evidence  yester- 
day with  reference  to  the  improved  conditions  of  labor  among  the 
employees  of  the  United  States  Steel  Corporation  and  the  efforts  on 
the  part  of  the  corporation  to  improve  conditions  among  its  labor 
employees.  Now,  does  that  apply  to  the  hours  of  labor  as  well  as 
these  other  advantages  given  them  in  the  conduct  of  your  business? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Bartlett.  Have  the  hours  of  labor  among  your  people  been 
shortened  ? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Bartlett.  Is  it  not  a  fact  that  at  least  one-third  of  the  em- 
ployees of  the  United  States  Steel  Corporation  work  12  hours  a  day 
and  7  days  a  week? 

Mr.  Perkins.  I  did  not  catch  that. 

Mr.  Bartlett.  It  is  not  a  fact  that  at  least  one-third  of  the  labor 
employees  of  the  United  States  Steel  Corporation  and  people  en- 
gaged in  the  manufacture  of  iron  and  steel  products  work  12  hours  a 
dny  and  7  days  a  week? 

Mr.  Perkins.  As  to  the  number  of  hours  I  can  not  testify  from 
memory,  but  I  know  that  we  have  been  making  changes  and  trying 
for  a  long  time  to  minimize  the  amount  of  work  done  on  the  Sabbath 
day,  so  far  as  the  United  States  Steel  Corporation  is  concerned. 

The  Chairman.  You  have  cut  it  down  to  12  hours? 

Mr.  Perkins.  I  think  Mr.  Boiling  could  give  you  the  facts  about 
that  better  than  I,  as  he  has  been  in  touch  with  it. 
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Mr.  Baktl^tt.  A  good  deal  of  the  work  about  the  panic  and  the 
taking  over  of  the  Tennessee  Coal  &  Iron  stock  was  done  on  Sunday, 
was  it  not? 

Mr.  Perkins.  Yds,  sir;  and  an  ass  was  pulled  out  of  the  pit  on 
Sunday. 

Mr.  Baetlett.  Yes,  sir ;  that  is  true. 

Mr.  Lindabtjet.  You  did  not  mean  that  day  ? 

Mr.  Bartlett.  Some  got  in  the  pit  that  day. 

The  Chairman.  I  thought  that  was  an  ox? 

Mr.  Perkins.  I  think,  for  the  first  time,  I  am  inaccurate  in  my 
statement. 

Mr.  Bartlett.  I  accept  the  new  version  of  it. 

Mr.  Perkins.  That  is  revised. 

Mr.  Bartlett.  In  reference  to  this  new  scheme  of  governmental 
control,  I  understood  you  to  say  that  the  action  of  the  court  in  the 
Standard  Oil  and  Tobacco  cases  was  a  red  flag  to  all  of  the  other 
corporations  engaged  in  interstate  business,  the  danger  that  lurked 
in  their  carrying  on  their  business  as  they  had  done  prior  to  that 
decision  ? 

Mr.  LiNDABURT.  The  action  of  the  administration. 

Mr.  Perkins.  Not  quite  as  you  put  it.  Judge,  if  I  may  be  allowed 
to  say  so. 

Mr.  Bartlett.  Certainly. 

Mr.  Perkins.  Not  as  they  had  been  carrying  on  their  business,  that 
was  the  last  of  your  sentence.  The  question  of  how  these  particular 
companies  have  carried  on  their  business  is  not  for  me  to  say. 

Mr.  Bartlett.  I  do  not  recall  the  exact  words,  but  my  recollection 
from  your  statement  in  the  papers  is  that  in  the  trust  cases — ^you  did 
not  say  the  court — I  will  put  it  in  a  different  form.  In  what  way  is 
the  decision  of  the  court  or  the  result  in  those  cases  a  menace  to  the 
United  States  Steel  Corporation  or  other  corporations  of  like  char- 
acter, in  conducting  their  business,  who  have  not  heretofore  violated 
the  law  and  do  not  contemplate  violating  the  law  ? 

Mr.  Perkins.  We  business  men  understand  that  the  Supreme 
Court  has  found  that  business  must  be  carried  on  in  the  light  of 
reason.    We  also  understand — ■ — - 

Mr.  Bartlett  (interposing).  That  you  must  not  monopolize 
business? 

Mr.  Perkins.  Well,  rather  broader  than  that,  as  I  understand  it, 
that  business  men  must  do  the  right  thing,  that  it  must  be  reasonable 
and  just. 

Mr.  Bartlett.  Follow  the  Golden  Rule,  not  only  with  reference  to 
steel,  but  as  to  the  balance  of  the  country  ? 

Mr.  Perkins.  Certainly.  That  is  as  it  should  be,  and  of  course 
absolutely  right,  but  with  that  decision  handed  down  the  executive 
branch  of  our  Government,  sworn  to  enforce  the  laws  as  they  find 
them,  have  apparently  nothing  else  to  do  but  proceed  to  dissolve  the 
Standard  Oil  Co. 

The  Chairman.  By  the  executive? 

Mr.  Perkins.  Carrying  out  the  law.  Now,  who  can  tell  the  United 
States  Steel  Corporation,  or  any  other  corporation,  as  the  law  stands 
to-day,  what  is  reasonable? 
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Mr.  Bartlett.  The  court  said,  as  I  remember  it — and  I  am  not 
endeavoring  to  give  any  opinion  about  it — that  each  case  must  stand 
upon  its  own  merits,  and  that  production,  sale  or  distribution  must 
not  amount  to  a  monopoly?  .  ^ 

Mr.  Perkins.  Then,  that  means  that  there  is  no  standard.  l±  i- 
may  say  so,  I  think  Mr.  Littleton  put  the  whole  question  splendidly 
last  winter  in  making  at  that  time  instructive  addresses  delivered 
over  this  country,  when  he  said  what  the  people  wanted  to  know 
was  what  was  the  law  of  the  game,  that  everybody  should  know  it, 
and  that  they  did  not  want  the  rules  changed  while  the  game  was  on. 

The  Chairman.  Was  he  referring  to  the  Supreme  Court  or  to 
Hoyle? 

Mr.  Perkins.  The  executive  sessions  of  this  committee,  I  think, 
probably;  I  do  not  know. 

Mr.  Littleton.  I  had  not  then  been  elected,  you  know. 

Mr.  Bartlett.  You  do  not  agree  to  the  proposition  in  this  re- 
gard in  reference  to  the  control  of  corporations,  that  there  should  be 
a  kind  of  steward  of  the  people  to  regulate  them? 

Mr.  Perkins.  Judge,  I  do  not  know.  We  are  in  a  maze  about  this 
thing,  and  I  do  think  that  business  should  be  taken  out  of  politics. 

Mr.  Bartlett.  With  that  I  agree 

Mr.  Perkins.  And  some  law  put  on  the  books  that  the  lawyers  of 
this  country  would  be  able  to  say  to  their  clients :  "  That  is  the  law, 
and  that  is  what  you  can  do  and  what  you  can  not  do." 

Mr.  Bartlett.  Business  has  been  and  is  in  politics  ? 

Mr.  Perkins  I  beg  pardon  ? 

Mr.  Bartlett.  Business  has  been  and  is  in  politics  ? 

Mr.  Perkins.  If  I  may  put  it  the  other  way,  I  think  politics  has 
been  in  business. 

Mr.  Bartlett.  You  did  not  answer  my  question. 

Mr.  Gardner.  And  politics  is  getting  more  and  more  in  business 
as  time  goes  on  ? 

Mr.  Perkins.  That  is  a  very  serious  question. 

Mr.  Gardner.  I  withdraw  the  question.    I  just  interjected  it. 

Mr.  Bartlett.  You  did  not  answer  my  question,  and  I  am  very 
anxious  to  know. 

Mr.  Perkins.  It  is  a  great  pleasure  to  answer  your  questions,  sir. 

Mr.  Bartlett.  ^^at  does  Germany  do  in  regulating  and  con- 
trolling its  great  associations  of  capital — I  will  not  use  the  oflFensive 
word  "  trusts  " — that  we  do  not  do  ? 

Mr.  Perkins.  Broadly  speaking — I  do  not  want  to  testify  from 
memory  as  to  technical  laws  and  regulations — they  recognize  the 
rights  of  their  people  to  cooperate.  They  rather  honor  and  respect  a 
business  man  who  develops  the  foreign  commerce  of  that  country  and 
promotes  industry  a?  against  the  policy  of  trying  to  apprehend  him 
and  confine  his  activities  to  a  more  limited  area. 

Mr.  Bartlett.  They  rather  give  him  prominence  and  a  medal,  so 
to  speak,  for  doing  what  corporations  over  here  can  not  do  ? 

Mr.  Perkins.  That  is  my  belief. 

Mr.  Bartlett.  You  would  be  content  to  have  the  German  system 
established  here  and  to  follow  it  ? 

Mr.  Perkins.  Judge.  I  think  that  if  anything  approaching  the 
German  system  was  given  to  the  American  men  of  the  present  gen- 
eration that  they  would  command  a  large  percentage  of  the  com- 
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merce  of  the  world,  because  I  believe  that  the  American  men  in 
middle  life  in  this  country  to-day  are  the  peers  in  executive  business 
management  to  any  race  of  men  m  existence. 

Mr.  Baetlett.  I  will  assent  to  that,  not  only  the  peers,  but  the 
superiors. 

Mr.  Perkins,  you  are  not  a  lawyer  or  aware  that  our  system  of 
government  is  entirely  different  from  the  German  system  of  gov- 
ernment, and  the  fact  that  Congress  is  thought  to  be  limited  as  to 
what  it  may  do 

Mr.  Perkins.  Is  there  any  limit  to  what  Congress  may  do? 

Mr.  Baetlett.  I  said  "  thought  to  be,"  and  I  think  there  is  and 
ought  to  be. 

Mr.  Perkins.  I  agree  to  that. 

Mr.  Bartlett.  One  thing  further;  just  a  minute  more.  Do  you 
not  think  if  we  created  a  bureau  in  which  all  of  these  great  corpora- 
tions came  and  submitted  to  control  in  Washington  that  we  would 
have  more  business  in  politics  and  more  politics  in  business  than  ever 
before  ? 

Mr.  Perkins.  I  think.  Judge,  that  the  mere  question  of  the  lime- 
light would  eradicate  a  great  many  of  our  troubles.  I  believe  that 
if  we  had  a  law  by  which  a  corporation  doing  an  interstate  business 
could  register  itself  with  a  bureau  over  here,  and  that  it  had  to  sub- 
mit to  that  bureau  all  its  operations,  its  balance  sheets,  its  prices,  its 
methods,  its  treatment  of  labor,  of  competitors,  and  of  the  public, 
and  it  was  known  to  its  stockholders  and  to  the  public  that  such  a 
bureau  had  such  supervision  and  that  such  a  bureau  made  public  re- 
ports now  and  then  on  such  a  corporation,  that  the  confidence  of  the 
public  in  such  securities — the  absolute  confidence  that  they  were 
fairly  treated — the  confidence  of  the  consumers  that  they  were  get- 
ting fair  treatment — it  would  very  soon  cause  other  corporations 
who,  perhaps,  did  not  believe  in  that  policy,  to  come  in  and 
register  in  the  same  way,  and  that  one  after  the  other  they  would 
jump  over  the  hurdle  until  we  would  have  that  kind  of  publicity 
that  would  be  largely  sufficient  to  eradicate  the  evils  that  have  ex- 
isted and  in  turn  afford  to  the  public  a  good  that  is  now,  in  my  judg- 
ment, self-evident  in  these  corporations.  I  want  to  say  that  I  believe 
that  this  idea  is  to  some  extent  shared  in  by  at  least  one  member  of 
your  committee. 

Mr.  Young.  Mr.  Perkins,  if  there  were  to  be  that  sort  of  govern- 
mental supervision,  ought  it  not  to  be  by  some  commission  which 
itself  acts  in  the  limelight  and  publicly,  and  not  as  a  bureau  acts, 
behind  closed  doors,  upon  reports  from  private  agents  of  their  own 
which  the  parties  affected  never  see? 

Mr.  Perkins.  Absolutely,  amen. 

Mr.  Littleton.  I  want  to  ask  you  about  this  particular  point.  A 
man  by  the  naihe  of  Jones,  we  will  call  him,  a  friend  of  mine,  a  very 
able  lawyer,  wrote  an  article  in  the  Atlantic  Monthly  some  months  ago, 
in  which  he  enlightened  me — and  that  was  not  very  difficult  to  do — ■ 
on  this  subject,  because  I  did  not,  previous  to  that,  know  very  much 
about  it,  and  he  suggested  this  possible  solution,  which  I  stated  to 
Judge  Gary,  not  my  own  idea  about  it,  that  if  when  a  corporation  is 
organized  in  a  State,  knowing  that  we  could  not  get  uniformity,  or 
have  not  been  able  to,  of  corporation  law,  of  course  the  primary 
thing  to  do  and  the  first  cure  of  corporate  difficulties,  that  every 
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State  in  the  Union  should  agree  to  have  exactly  the  same  incorpora- 
tion statutes.  If  that  could  be  done  it  would  be  very  much  better 
than  to  get  a  Federal  act? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Littleton.  Everything  is  traveling  toward  the  center,  anyhow. 
We  do  not  approve  of  it  traveling  at  an  unreasonable  speed.  We  do 
not  like  everything  to  gravitate  to  the  center  too  rapidly.  If  unirorm 
State  laws  could  be  had  by  which  every  corporation  incorporated  m 
every  State  operated  exactly  like  corporations  in  every  otner  State, 
you  would  in  a  given  time  be  able  to  state  that  if  a  corporation 
stepped  across  the  line  of  a  State  and  entered  tlje  channels  of  what  is 
called  interstate  commerce,  that  before  it  stepped  over  what  the 
Federal  Government  had  erected  or  set  up — call  it  a  bureau,  for  the 
want  of  a  better  name — the  corporation  had  to  come  before  it  and 
prove  its  efficiency  and  character  to  enter  into  interstate  commerce, 
and  unless  it  has  proven  itself,  it  may  then  be  unable  to  go  on,  but 
it  may  not  act  as  a  marauder ;  it  can  remedy  conditions  and  go  into 
interstate  commerce  at  will.  Is  that  the  idea  which  you  have  been 
trying  to  elucidate  in  regard  to  the  remedial  conditions  ? 

Mr.  Perkins.  Yes,  sir ;  although  I  think  you  have  put  it  in  much 
better  form  than  I  possibly  could.  It  would  be  an  exceedingly  help- 
ful and,  it  seems  to  me,  practical  method. 

Mr.  Bartlett.  Followed,  of  course,  by  his  suggestion  of  reports 
and  publicity? 

Mr.  Littleton.  Call  it  a  corporation-tribunal,  if  you  please. 

Mr.  Bartlett.  "  Commission  "  is  a  good  word  ? 

Mr.  Littleton.  I  am  prejudiced  against  "  commission,"  but  that 
grows  out  of  an  irritating  personal  experience. 

On  the  remedial  question,  I  am  not  going  to  ask  about  these  other 
things,  because  they  have  been  very  fully  thrashed  out,  the  last 
clause  of  the  resolution  under  which  we  are  acting  provides  that  we 
recommend  to  Congress  such  amendment  to  the  law  as,  in  our  judg- 
ment, we  think  ought  to  be  made.  I  look  upon  that  as  equal  to  any 
other  duty  we  are  discharging. 

Mr.  Perkins.  I  am  very  glad  to  hear  it. 

Mr.  Littleton.  Do  you  think  it  is  possible — ^you  have  had  a  large 
experience  in  corporate  development — in  the  first  place  to  get  uniform 
State  action  on  incorporation  statutes? 

Mr.  Perkins.  I  think  it  is  utterly  impossible  within  any  reasonable 
length  of  time. 

Mr.  Littleton.  Do  you  think  what  we  call  the  house  of  governors, 
which  has  been  called  to  meet  within  a  few  days,  inaugurated  a  few 
years  ago,  that  it  is  possible  for  them,  by  persuasion  and  argument, 
to  bring  about  in  the  States  the  initial  safeguard  in  the  incorpora- 
tion of  a  concern  which  will  prevent  many  of  the  evils  which  we 
have  been  discussing? 

Mr.  Perkins.  I  think  the  work  those  conferences  have  done,  and 
are  doing,  is  most  beneficial,  but  I  doubt  very  much  if  they  can  get 
together  on  any  such  policy  within  any  reasonable  time.  I  will  "go 
further  and  say  that  I  doubt  any  way,  even  if  we  had  uniform  laws, 
if  we  should  not  have  at  Washington  some  place,  at  least  of  lodg- 
ment, of  the  reports  and  doings  of  a  company  doing  an  interstate 
business,  and  then  when  a  corporation  is  interstate  its  control  must 


UNITED    SI'ATES    STEEL   CORPORATION.  1611 

necessarily  be  that  of  the  central  government  and  its  publicity  should 
be  from  that  source. 

Mr.  Littleton.  Yes,  sir. 

Mr.  Perkins.  Night  before  last  I  went  with  my  boys,  after  our  de- 
lightful day  here,  to  the  Chevy  Chase  Country  Club  for  dinner.  As 
we  stepped  out  of  the  automobile  and  walked  toward  the  clubhouse 
one  of  the  boys  said:  "What  is  that  noise?"  We  looked,  and  there 
coming  over  the  clubhouse  was  an  airship,  sailing  as  straight  as  on 
a  pair  of  rails.  As  we  stood  looking  at  it  I  said :  Boys,  take  notice; 
what  are  you  going  to  do  with  that  question  in  your  day  ?  If  a  man 
started  to  walk  across  these  grounds  on  foot  or  to  drive  an  automo- 
bile across  or  tried  to  put  a  pair  of  rails  down  for  a  railroad  he 
would  be  stopped.  How  are  you  going  to  stop  that  fellow  up  in  the 
air?"  What  will  county  lines  or  State  lines  or  national  lines  mean 
to  those  boys  in  the  problems  which  they  will  have  to  handle  in  the 
next  25  years  ?  What  are  you  going  to  do  with  your  customhouses  in 
the  future,  with  such  an  instrument  of  commerce  as  that  ? 

Mr.  Littleton.  Mr.  Gardner  stated  yesterday,  in  my  opinion,  I 
thought  with  great  conciseness  and  correctness,  the  situation  with 
regard  to  the  ore  reserve — that  is,  the  basic  principle  may  or  may  not 
be  a  monopoly  dependent  upon  discovery  and  the  knowledge  of  the 
future  itself.  A  man  who  makes  shoes  can  not  control  the  leather 
or  hide  because  it  multiplies  all  the  time,  but  a  man  who  has  a  hand- 
ful of  radium  may  be  able  to  control  the  whole  earth  and  perpetuate 
his  power  for  a  great  many  years.  It  is  like  having  an  absolute  basic 
monopoly.  The  question  I  am  asking,  only  this  one,  because  there  is 
to  be  a  very  thorough  investigation,  I  was  so  advised  yesterday  by 
a  gentleman  in  public  life,  of  the  true  development  of  the  industrial 
situation  in  America,  and  to  bring  together  capital  and  labor  without 
bias. 

Mr.  Perkins.  Really  ?  I  am  very  glad  to  hear  it.  That  is  the  best 
news  I  have  heard. 

Mr.  Littleton.  And  to  find  out  what  our  course  shall  be  in  the 
future,  what  is  the  best  thing  to  do.  The  one  question  this  com- 
mittee, I  think,  has  got  in  front  of  it,  aside  from  the  preliminary 
question  of  finding,  is  this :  What  are  we  to  say  in  reporting  as  our 
opinion?  Shall  the  Sherman  law  be  repealed?  That  will  not  do. 
It  is  hardly  safe  to  say  that  we  can  go  back  to  the  absolute  state  of 
barbaric  and  destructive  competition.  Shall  it  not  be  enforced? 
That  is,  the  prostitution  and  sacrifice  of  the  dignity  and  honor  of  the 
Government.  If  it  is  not  enforced,  shall  it  be  amended  and  elab- 
orated? That  is  the  crucial  point.  And  how  shall  it  be?  In  my 
opinion,  that  is  the  most  important  point  before  this  committee. 

Mr.  Bartlett.  Your  testimony  in  regard  to  4he  reason  why  the 
Tennessee  Coal  &  Iron  stock  was  to  be  transferred  to  the  United 
States  Steel  Corporation,  and  why  it  was  necessary  to  get  the  assent 
or  acquiescence  or  nonobjection  of  the  President  is  that  it  was  done 
to  save  the  Lincoln  Trust  Co.,  the  Trust  Co.  of  America,  and  Moore 
&  SchJey,  and  that  the  understanding  was  that  they,  these  three, 
were  to  be  taken  care  of  if  this  trade  went  through.    Is  that  correct? 

Mr.  Perkins.  Not  quite,  Judge.    May  I  put  it  so  ?• 

Mr.  Bartlett.  Just  as  you  please ;  we  want  the  truth. 

Mr.  Perkins.  I  thank  you,  sir. 
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On  this  Saturday  night  in  question  it  became  evident  that  the  two 
trust  companies  had  to  have  more  funds  or  they  could  not  go  on. 
It  became  evident  that  Moore  &  Schley  had  to  "have  help,  or  they 
could  not  go  on.  As  I  have  testified,  we  had  already  furnished  the 
city  of  New  York  with  $30,000,000  to  save  it  from  failure  to  meet 
its  obligations.  We  had  furnished  $40,000,000  to  a  vast  number  of 
firms  in  New  York  who  had  to  have  loans,  and  everybody  was  down 
to  bare  bones. 

The  banks  had  invaded  their  reserves.  One  of  the  great  banks, 
with  great  credit,  had  gone  down  to  as  low  as  10  per  cent  in  its 
reserve.  I  remember  one  banker  came  in  at  that  time  and  said  to 
Mr.  Morgan,  "I  am  very  much  disturbed;  I  am  below  my  legal 
reserve  " ;  and  Mr.  Morgan  said,  "  You  ought  to  be  ashamed  of  your- 
self to  be  anywhere  near  your  legal  reserve.  What  is  your  reserve 
for  at  a  time  like  this  except  to  use."  I  say  this  to  show  we  had  all 
exhausted  our  resources.  It  came  to  a  question  of  doing  something 
heroic,  and  the  judgment  of  the  people  was  to  arrest  that  thing  then, 
or  else  give  us  the  whole  fight  and  let  the  country  go  to  chaos. 

The  Steel  Corporation,  by  the  relief  it  afforded  Moore  &  Schley, 
took  care  of  that  ramification  of  trouble,  and  the  discussion  and 
agreement  among  us  was  if  they  did  that,  then  the  Trust  Co.  presi- 
dents and  others  who  could  would  go  into  their  resources  still  further 
and  provide  $15,000,000,  which,  on  Sunday  morning,  the  Tuesday 
following  being  a  holiday,  would  be  announced  in  public  over  the 
signature  of  the  president  of  the  Trust  Company  Association.  That 
announcement  was  so  made  and  appeared  in  all  the  newspapers  on 
that  Wednesday  morning,  and  you  see  it  was  a  combination  trade, 
so  to  speak,  that  did  it. 

Mr.  Bartlett.  My  understanding  is  that  you  testified  that  one  of 
the  reasons,  if  not  the  chief  reason,  for  the  transfer  of  this  stock  was 
not  simply  to  relieve  Moore  &  Schley,  but  that  there  was  coupled 
with  Moore  &  Schley  the  proposition  to  save  the  Trust  Co.  of 
America  and  the  Lincoln  Trust  Co.    Is  not  that  true  ? 

Mr.  Perkins.  The  bankers  were  doing  that  in  the  ordinary  course 
of  business? 

Mr.  Bartlett.  Was  not  that  the  purpose  of  this  transfer — the 
three  coupled  together? 

Mr.  Perkins.  Yes,  sir;  that  is  the  trade  as  it  stood  in  New  York. 

Mr.  Bartlett.  Yesterday  I  called  your  attention  to  the  fact  you 
had  not  mentioned  those  companies  before  the  Judiciary  Committee  ? 

Mr.  Perkins.  Yes,  sir;  and  I  stated  why. 

Mr.  Bartlett.  I  want  to  call  your  attention  to  the  statements  you 
have  made  during  this  examination — that  is,  I  did  that  on  yester- 
day, and  my  recollection  is  that  you  stated  the  purpose  and  intent 
and  understanding  was  that  by  the  transfer  of  this  stock  to  the  Steel 
Co.,  those  three  interests  were  linked  together  to  be  saved. 

Mr.  Perkins.  In  the  trade,  but  it  had  not  anything  to  do  with 
what  Judge  Gary  and  Mr.  Frick  and  the  President  and  Moore  & 
Schley  were  doing.  That  was  a  trade  by  itself.  While  that  was 
going  on,  the  rest  of  us  were  saying,  "  If  you  gentlemen  will  take  care 
of  the  fire  in  that  part  of  the  house,  we  will  try  to  go  over  and  put 
the  fires  out  in  the  other  part  of  the  house  ?  " 

IV'Ir.  Bartlett.  That  is  all,  Mr.  Chairman. 
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Mr.  Perkins.  Judge  Bartlett,  may  I  be  pardoned  for  saying  this : 
The  committee  keeps  going  back  to  this  Tennessee  Coal  &  Iron  Co. 
matter  as  though  there  was  lingering  somewhere  the  feeling  there 
was  a  nigger  in  the  woodpile.  There  was  not.  It  might  be  interest- 
ing to  have  an  investigation  as  to  how  long  a  dog  could  bark  up  a  tree 
in  which  there  was  no  cat.  There  was  nothing  of  this  sort  there. 
The  thing  was  as  open  and  clean  and  honorable  a  transaction  as  ever 
took  place  between  men. 

Mr.  Littleton.  On  that  subject  your  statement  is  general? 

The  Chairman.  Your  simile  is  quite  picturesque,  if  not  compli- 
mentary. 

Mr.  Perkins.  In  my  earnestness  I  may  not  have  used  the  proper 
simile.  However,  I  want  to  assure  you  that  that  trade  was  as  hon- 
orable as  could  be  made  between  meiv.  If  you  gentlemen  could  have 
been  there,  there  was  not  a  thing  about  it  you  would  have  disapproved, 
I  am  sure. 

Mr.  Littleton.  The  simile  illustrates  your  point  all  right. 

Mr.  Perkins.  I  am  afraid  I  was  not  complimentary  in  using  it. 

Mr,  Littleton.  I  am  not  as  sensitive  as  the  chairman,  and  it  never 
occurred  to  me  at  all  until  he  mentioned  it.     [Laughter.] 

This  Tennessee  Coal  &  Iron  situation,  for  one  member  of  the  com- 
mittee, presents  itself  in  this  way :  The  President  was  acting  by  look- 
ing at  one  side  of  the  pyramid,  and  he  only  saw  the  color  on  that  one 
side.  That  was  as  it  was  presented  to  him  in  the  crisis,  and  he  acted. 
I  can  not  say  how  he  acted,  whether  legally,  constitutionally,  or 
otherwise,  but  he  acted  upon  the  situation  as  presented  to  him.  Judge 
Gary  and  Mr.  Frick  acted  upon  the  information  which  they  were 
able  to  obtain  before  they  went  to  Washington  and  presented  it  to  the 
President.  That  was  the  second  step.  I  dare  say  the  men  who 
brought  about  the  trade,  Morgan  &  Co. — I  will  put  it  that  way — 
acted  with  their  rights  before  them. 

Is  it  not  a  fact,  however,  that  back  behind  all  of  the  views  of  Mor- 
gan &  Co.,  Gary,  Frick,  and  the  President  there  was  a  situation  which 
involved  personally  Mr.  Schley,  and  involved  personally  Mr.  George 
Kessler,  which  might  have  reacted  upon  the  firm  of  Moore  &  Schley 
in  their  standing  on  the  Street,  but  which  essentially  and  particu- 
larly did  not  apply  to  the  firm  of  Moore  &  Schley  in  their  business? 
That  is,  did  not  they  own  stock  which  they  could  not  protect?  Had 
not  they  loaded  themselves  up  with  stock  which  they  could  not  sup- 
port, and  was  it  not  the  fact  that  Col.  Payne,  himself  burdened  with 
Schley's  obligations  and  the  exchange  of  standard  for  uncurrent 
securities  with  Schley,  became  the  moving  cause,  through  his  coun- 
sel, Mr.  Ledyard?  Was  not  that  the  initial  step  that  was  taken  to 
protect  Col.  Payne  and  his  securities?  Was  not  that  the  reason  why 
the  thing  was  started  at  all? 

Mr.  Perkins.  I  never  heard  anything  of  that  sort,  Mr.  Littleton, 
until  it  has  come  out  recently  in  the  statements  that  have  been  made. 
All  I  knew  at  that  time  was  that  Mr.  Schley  told  me,  with  tears  in 
his  eyes,  on  that  Sunday,  that  he  could  not  go  on ;  and  he  explained 
the  ramifications  of  his  loans  and  the  other  concerns  that  were  in- 
terlocked with  him.  When  a  number  of  men  are  on  a  sinking  ship, 
whatever  their  relations  may  have  been  before  they  are  pretty  apt 
to  get  together  and  state  the  condition  of  that  ship  about  as  it  is. 
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Mr.  Baetlett.  You  do  not  mean  a  sail  boat  ? 

Mr.  Perkins.  Far  be  it  from  me  to  get  into  that  realm.  I  was 
impressed  through  the  whole  trying  two  weeks  with  the  fact  that 
people  realized  the  situation  and  stated  it  to  each  other  as  it  was. 

Mr.  Littleton.  It  impresses  me,  apart  from  the  question  of  con- 
spiracy to  create  a  merger,  which  might  have  been  in  other  people  s 
minds,  apart  from  the  idea  there  was  a  drive  of  Tennessee  Coal  & 
Iron,  as  might  be  in  some  people's  minds;  apart  from  any  super- 
ficial observation  which  the  mind  might  lead  you  to — the  point  I  am 
making  being,  without  going  any  further  into  Schley's  difficulty, 
that  it  involved  Col.  Payne,  and  Col.  Payne,  wishing  to  rescue  him- 
self from  the  difficulty,  suggested  to  his  adroit  counsel  that  he  go 
and  see  Mr.  Morgan  and  see  if  there  was  not  some  way  to  get  him 
out  of  that  difficulty. 

Mr.  Perkins.  Mr.  Payne  was  not  losing  one  second's  sleep.  He 
was  as  sound  as  a  nut.  He  was  very  rich,  and  it  did  not  niake  any 
difference  to  him,  in  my  judgment,  whether  the  securities  with 
Moore  &  Schley  vanished  in  thin  air  or  not. 

Mr.  Littleton.  I  am  afraid  you  misunderstand  me.  The  record 
shows  that  Col.  Payne  had  exchanged  standard  securities  with 
Schley. 

Mr.  Perkins.  Yes,  sir;  so  I  have  heard. 

Mr.  Littleton.  About  $7,000,000  or  $8,000,000. 

Mr.  Perkins.  Yes. 

Mr.  Littleton.  He  had  exchanged  standard  securities  for  non- 
concurrent  securities  up  to  the  extent  of  $7,000,000  or  $8,000,000? 

Mr.  Perkins.  As  much  as  that? 

Mr.  Littleton.  Yes.  Now,  a  man  may  be  ever  so  profound  a 
sleeper  and  ever  so  free  from  insomnia,  but  when  he  gets  $7,000,000 
or  $8,000,000  that  he  has  exchanged  for  chips  and  whetstones,  I  can 
imagine  he  would  have  some  concern  about  it,  and  I  can  not  under- 
stand this  Tennessee  Coal  &  Iron  transaction  on  any  other  possible 
theory,  with  all  the  evidence,  except  on  the  one  theory  that  Schley's 
difficulties  involved  Col.  Payne,  and  Col.  Payne,  wishing  to  relieve 
himself,  naturally  and  properly  suggested  to  Mr.  Ledyard  that  if 
they  could  get  rid  of  the  Tennessee  Coal  &  Iron  stock  which  Col. 
Payne  had  to  take,  on  account  of  Schley's  difficulties,  the  best  way 
to  do  was  to  sell  it  to  the  Steel  Co.,  and  that  is  how  the  suggestion 
started. 

Mr.  Perkins.  No  ;  I  am  sure  that  is  not  so.  I  think  you  are  quite 
wrong  about  that,  with  all  due  respect. 

Mr.  LnTLETON.  I  may  be,  but  I  got  that  theory  in  my  head. 

Mr.  Perkins.  Please  get  it  out,  because  I  assure  you  it  is  all 
wrong.    Moore  and  Schley  have  testified,  I  believe 

Mr.  Littleton  (interposing).  Mr.  Schley  has. 

Mr.  Perkins  (continuing).  That  their  loans  had  a  good  deal  of 
Tennessee  Coal  &  Iron  stock  in  them. 

Mr.  Gardner.  Eleven  thousand  shares. 

Mr.  Perkins.  That  is  where  the  trouble  was.  Those  loans  were 
maturing.  I  think  you  were  not  here  the  other  day,  Mr.  Littleton, 
when  I  testified  it  was  not  all  call  loans  with  them.  There  were 
some  time  loans  that  were  maturing. 

Mr.  LrmjETTON.  They  became  call  loans? 


UNITED   STATES   STEEL,   CORPORATION.  1615 

Mr.  Perkins.  As  soon  as  they  matured,  exactly.  To  give  you  an 
idea  of  the  condition  of  Tennessee  Coal  &  Iron  stock,  the  Financial 
Chronicle  of  November,  1907,  shows  that  in  September,  1906,  Union 
Pacific  stock  was  selling  at  195,  and  on  November  1,  1907,  it  was 
selling  at  108.  Reading  stock  in  1906  was  selling  at  164,  and  on 
November  1,  1907,  at  74.  United  States  Steel  in  1906  was  selling  at 
50,  and  on  November  1,  1907,  was  selling  at  23|.  General  Electric 
in  1906  was  selling  at  184,  and  in  November,  1907,  at  107.  The  Ee- 
public  Iron  &  Steel  was  selling  in  December,  1906,  at  41,  and  on 
November  1, 1907,  at  13. 

I  have  given  railroads  and  industrials.  Tennessee  Coal  &  Iron  in 
1906  was  selling  at  166,  and  on  November  1,  1907,  at  134.  It  seems 
to  me  that  proves  that  Tennessee  Coal  &  Iron  stock  was  supported  by 
main  strength.  It  was  an  artificial  quotation  at  134.  It  was  not 
traded  in  and  did  not  swing  with  the  market  like  these  other  in- 
dustrials or  it  would  have  been  down  to  75  or  80.  Moore  &  Schley 
knew  that  if  these  loans,  which  you  say  had  changed  from  time  to 
caU  loans — and  you  are  absolutely  right  about  it— had  to  be  paid, 
and  if  the  banks  had  to  go  out  and  sell  those  securities,  the  first  stock 
that  went  on  the  market  would  go  down  to  75  or  80,  and  all  other 
loans  of  theirs,  which  were  covered  by  this  stock,  would  be  bad. 

Mr.  Littleton.  But  they  say  they  did  not  have  a  call  from  the 
banks. 

Mr.  Perkins.  The  banks  were  as  easy  as  they  could  be.  They  did 
not  want  to  break  themselves  and  make  the  trouble  all  the  worse. 

Mr.  Littleton.  The  point  I  am  trying  to  get  at  is  absolutely  in 
the  interest  of  the  facts  in  this  record. 

Mr.  Perkins.  I  hope  every  15  minutes  you  will  excuse  me  for 
being  so  earnest.  I  am  afraid  you  may  think  I  am  excited,  but  it  is 
not  that ;  it  is  mere  earnestness. 

Mr.  Littleton.  I  can  not  understand  from  this  record  how  the 
percentage  of  Tennessee  Coal  &  Iron  which  was  in  Moore  &  Schley's 
loans,  which  was  a  fraction  of  30  per  cent  of  their  loans,  as  testified 
here — I  can  not  understand  how  those  loans  or  that  collateral,  which 
had  not  been  called,  on  which  there  had  been  no  demand  from  any 

bank  that  it  be  eliminated,  if  Mr.  Schley's  testimony  is  correct 

Mr.  Perkins.  I  think  he  testified  they  had  repeatedly  been  asked 
to  take  out  Tennessee  Coal  &  Iron. 
Mr.  Littleton.  No ;  that  was  before  the  Senate  committee. 
Mr.  LiNDABURY.  You  have  that  evidence ;  you  can  not  dispute  it. 
Mr.  Littleton.  I  confronted  him  at  the  time  he  was  on  the  stand 
with  his  testimony  before  the  Senate  committee  as  to  whether  he  had 
been  told  to  take  out  Tennessee  Coal  &  Iron  stock.    He  said  he  gave 
that  testimony.    I  then  asked  if  there  had  been  any  call  by  any  bank 
demanding  that  Tennessee  Coal  &  Iron  specifically,  as  distinguished 
from  other  industrial  stocks,  be  eliminated.    My  recollection  is  that 
he  said  that  no  bank  had  made  any  call  on  Moore  &  Schley,  par- 
ticularly the  First  National  Bank  or  Morgan  &  Co.,  to  whom  he 
owed  the  largest  obligations. 

Mr.  Gardner.  What  did  his  testimony  mean  before  the  Senate 
committee,  then? 

Mr.  Littleton.  I  do  not  know  what  it  means,  except  we  are  taking 
his  last  version  of  it. 
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Mr.  Gahdnee.  You  know  there  were  telephone  calls,  and  there 
were  probably  no  calls  of  record. 

Mr.  Littleton.  I  read  to  him,  on  his  examination  in  New  lork, 
from  that  record,  and  his  examination  in  New  York,  which  wa.s 
quite  a  bit  more  lengthy,  if  not  more  thorough,  on  that  subject,  abso- 
lutely excluded  the  idea  that  there  was  a  call  on  it. 

Mr.  LiNDABUKT.  I  do  not  think  there  is  any  misunderstanding 
about  his  testimony. 

Mr.  Littleton.  I  tried  to  make  it  cover  every  kind  of  a  call,  so  as 
to  include  them  all.  I  am  getting  at  this  point:  I  do  not  believe 
either  the  difficulties  of  Moore  &  Schley's  loans  in  the  banks,  on  the 
one  hand,  or  a  conspiracy  to  absorb  the  Tennessee  Coal  &  Iron 
Co.,  on  the  other,  was  the  cause  of  this  difficulty.  I  think  it  was 
the  embarrassment  in  which  Col.  Payne  got  because  of  the  use  of  his 
securities  by  Moore  &  Schley,  and  he  had  to  get  them  back. 

Mr.  Perkins.  I  am  becoming  very  optimistic  that  we  are  halfway 
together. 

Mr.  Littleton.  What  did  you  say  was  the  actual,  specific  cause, 
the  beginning  cause,  of  the  absorption  or  taking  of  the  Tennessee 
Coal  &  Iron  Co.'s  stock  by  the  Steel  Co. ;  not  just  generally,  not  gen- 
eral rumors,  but  what  was  the  actual  situation  which  made  it  neces- 
sary ?    Who  suggested  it  in  the  very  first  instance  ? 

Mr.  Perkins.  I  think  Mr.  Littleton's  question  perhaps  makes  it 
wise  to  go  a  little  further  back  than  that. 

A  group  of  gentlemen  had  been  acquiring  the  stock  of  the  Ten- 
nessee Coal  &  Iron  Co.    I  think  that  has  come  out  ? 

Mr.  Littleton.  Yes. 

Mr.  Pebkins.  They  had  borrowed  money  on  that  stock.  They 
were  going  on  to  develop  the  property  and  build  it  up  and  make  a 
good  property  of  it. 

Mr.  Bartlett.  Not  by  borrowing  money  on  the  stock? 

Mr.  Perkins.  Yes;  they  had.  The  individuals  who  had  acquired 
the  stock  had  used  it  and  other  of  their  securities  to  borrow  money, 
so  there  was  money  borrowed  on  that  stock. 

Mr.  Young.  Some  of  it. 

Mr.  Perkins.  Yes;  some  of  it.  That  stock  was  around  in  1,  2, 
3,  4,  5,  6,  7,  8,  9.  10  or  11  loans.  We  had  had  a  depreciation  in  what 
is  known  as  stock  exchange  securities,  on  which  national  banks  make 
current  loans,  that  had  been  going  on  away  back  from  the  March 
prior  to  that.  You  can  find,  as  a  matter  of  record,  there  was  a  sharp 
decline  in  the  value  of  those  securities  in  March,  1907.  When  a  de- 
cline like  that  comes,  the  banks  begin  to  call  for  more  security  for 
the  loans.  They  had  made  such  calls.  August  came  along,  and 
there  was  another  very  sharp  decline  in  the  value  of  those  securities, 
and  more  calls  were  made  by  the  banks,  and  that  kept  on  and  kept 
on,  and  more  and  more  people  were  getting  out  of  securities  to  put 
up.  Money  was  being  withdrawn  from  the  banks  and  locked  up  in 
the  safety-deposit  vaults  and  we  were  narrowing  down  all  the  while 
to  a  smaller  point.  When  that  situation  arose,  as  I  think  I  have 
shown  by  the  prices  I  have  read  here,  it  became  evident  that  Ten- 
nessee Coal  &  Iron  stock  was  being  improperly  maintained  in  its 
quotation  prices.  Moore  &  Schley  had  all  those  loans  out.  They 
kept  putting  up  securities,  and  putting  up  more  securities,  until  they 
had  not  any  more  to  put  up.     The  question  of  their  time  loans  came 
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up,  and  the  loans  matured.  Mr.  Littleton  has  very  properly  said 
tney  became  call  loans.  The  banks  at  that  time  were  having  enor- 
mous calls  from  Central  "Western  States.  The  panic  by  that  time 
had  spread  out  there.  Currency  was  being  shipped  out  of  New 
York  all  the  while.  The  banks  had  to  have  money.  It  was  not  a 
question  of  whether  they  could  any  further  accommodate  Moore  & 
Schley.  They  only  had  so  much  money,  and  they  had  to  supply 
the  interior  with  some  of  that  money ;  so  when  it  came  to  accepting 
this  money  from  Moore  &  Schley,  it  was  not  a  question  of  whether 
they  were  agreeable  and  wanted  to  do  it.  They  had  to  have  a  certain 
percentage  of  it.  Moore  &  Schley  could  not  pay.  The  banks,  who 
I  keep  on  the  tables  of  their  loan  clerks  the  quotations  of  securities 
they  have  loaned  against,  naturally  were  very  uneasy  about  that 
price  on  Tennessee  Coal  &  Iron.  Moore  &  Schley  were  in  it.  They 
knew  they  had  been  supporting  that  stock,  and  that  in  the  market  it 
would  not  sell  for  that  figure.  As  soon  as  the  first  loan  had  been 
called  and  had  to  be  paid  on  Monday  and  could  not  have  been  paid, 
and  the  bank  had  sold  out  these  securities,  as  under  the  law  it  must, 
even  that  small  amount  would  have  had  the  tendency,  if  that  Ten- 
nessee Coal  &  Iron  stock  had  been  sold,  to  have  driven  it  down  10  or 
20  points  or  more ;  and  then  all  the  other  people  who  had  Tennessee 
Coal  &  Iron  in  their  loans  would  have  had  a  call  for  more  margin, 
and  that  would  have  been  the  end. 

Mr.  Littleton.  What  about  the  Kepublic  stock  that  was  in  the 
same  loan? 

Mr.  Perkins.  I  have  just  read  to  you  the  Republic  Iron  &  Steel 
stock  had  declined  from  41  to  13.  It  was  held  in  loans  that  day  at  13, 
and  the  banks  knew  it  was  a  liquid  quotation.  If  they  had  had  to 
sell  Republic  Iron  &  Steel  that  day  it  might  have  gone  from  13  to  12, 
but  there  was  a  market  for  it. 

Mr.  Littleton.  In  other  words 

Mr.  Perkins  (interposing).  Mr.  Littleton,  excuse  me — if  Ten- 
nessee Coal  &  Iron  had  been  in  those  loans  at  70  or  75  on  those  days, 
Moore  &  Schley  would  not  have  been  in  trouble. 

Mr.  Littleton.  But  they  only  loaned  about  60  per  cent 

Mr.  Perkins  (interrupting).  Of  134. 

Mr.  Littleton.  Fifty  per  cent  of  par? 

Mr.  Perkins.  No  ;  of  the  market  value. 

Mr.  Littleton.  Who  was  it  suggested  this  remedy?  How  did  it 
develop  ? 

Mr.  Perkins.  I  do  not  know  the  name  of  the  man.  The  first  per- 
son I  heard  begin  to  talk  about  it  was  Mr.  Schley,  and  Mr.  Ledyard, 
when  the  thing  was  brought  up  to  the  library.  I  was  running  all 
over  town  attending  to  a  thousand  and  one  things,  and  on  going  into 
the  library,  at  one  of  the  conferences,  I  found  Mr.  Schley  and  Mr. 
Ledyard  there,  and  found  out  what  they  were  talking  about. 

Mr.  Sterling.  I  do  not  know  whether,  as  a  matter  of  fact,  the 
day  before  Col.  Payne  had  gone  to  Ledyard  and  suggested  this  propo- 
sition to  Mr.  Ledyard  and  asked  him  to  go  and  see  Schley  and  confer 
with  him  about  the  feasibility  of  making  this  change.  Do  you  know 
whether  that  actually  happened? 

Mr.  Perkins.  No  ;  but  I  will  tell  you  you  are  on  the  wrong  track. 
There  is  absolutely  nothing  in  that  theory,  Mr.  Sterling. 
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Mr.  Stebliivg.  I  do  not  know  why  it  could  not  have  started  there 
just  as  well  as  anywhere.  Eegardless  of  whether  Mr.  Payne  was 
in  danger  personally,  might  not  he  have  been  the  man  who  conceived 
the  plan  and  suggested  that  Mr.  Ledyard  take  it  up  with  ^Ir.  Schley  ? 

Mr.  Perkins.  It  is  quite  easily  possible.  Mr.  Payne  is  a  very  able 
gentleman,  and  he  perhaps  saw  Mr.  Schley's  situation  in  a  clearer 
Ught  than  Mr.  Schley  saw  it  then. 

Mr.  Young.  I  think  you  and  Mr.  Littleton  are  both  right,  and  do 
not  disagree. 

Mr.  Perkins.  That  is  a  great  compliment  to  me. 

Mr.  Gardner.  I  want  to  do  a  little  thinking  out  loud  now,  Mr. 
Chairman,  and  see  if  I  can  get  anywhere. 

The  record  shows,  Mr.  Perkins,  that  Moore  &  Schley  had  pledged 
110,000  shares  out  of  300,000  shares  against  money  they  had  borrowed 
from  the  banks.  The  record  also  shows  that  Moore  &  Schley  held 
in  their  strong  box  a  large  amount  of  Tennessee  Coal  &  Iron  Co. 
stocks  which  they  could  not  negotiate. 

Mr.  Perkins.  Is  that  so  ? 

Mr.  Gardner.  Yes.  The  record  also  shows  that  some  of  that  came 
from  the  fact  that  Moore  &  Schley  had  been  loaning  money  to  their 
customers,  and  taking  this  as  security,  and  when  they  found  them- 
selves in  diiRculty,  and  that  their  customers  were  not  able  to  pay 
them,  they  therefore  became  the  possessors  of  that  collateral,  and  that 
is  how  it  got  into  their  strong  box. 

The  record  also  shows  that  there  was  a  connection,  whether  of 
pure  friendship  or  anything  else  we  do  not  know,  between  Mr.  Schley 
and  Mr.  Payne,  by  which  a  system  had  been  going  on  that  Moore 
&  Schley,  when  they  found  their  strong  box  full  of  uncurrent  se- 
curities, like  American  Tobacco  common  and  Tennessee  Coal  &  Iron 
and  others  on  which  there  was  only  a  nominal  market  quotation, 
would  pass  those  over  to  Col.  Payne,  and  he  would  give  them  good 
securities  to  borrow  on. 

The  record,  it  seems  to  me,  indicates  that  a  point  arrived  where 
Col.  Payne  said  to  himself,  "How  long  is  this  thing  going  to  con- 
tinue? I  do  not  propose  to  be  made  the  channel  for  the  deposit  by- 
which  every  one  of  the  syndicate  holders  who  chooses  to  do  a  thing 
not  strictly  proper,  but  which  he  might  defend,  can  make  me  the 
final  holder  of  all  this  Tennessee  Coal  &  Iron  stock  by  the.  simple 
process  of  passing  it  to  Mr.  Schley's  strong  box." 

Whereupon  I  go  into  the  realm  of  inference  and  suppose  that  Mr. 
Payne  went  to  Mr.  Schley  and  said,  "Just  tell  me  how  long  this 
thing  is  going  on.    Is  there  not  some  way  we  can  fix  that?" 

Then  again  reverting  to  the  record,  we  know  that  Col.  Payne  sent 
for  Mr.  Ledyard,  and  my  recollection  is  that  he  asked  Mr.  Ledyard 
not  to  see  Mr.  Schley,  but  to  see  Mr.  Morgan,  and  up  to  date,  as  nearly 
as  I  can  extricate  this  extremely  confusing  situation,  in  which  I  do 
not  believe  the  men  involved  knew  which  was  Grant  B.  Schley  and 
which  was  Moore  &  Schley  that  they  were  dealing  with  for  the 
time — that  is  as  nearly  as  I  can  get  to  the  construction  of  a  key 
which  seems  to  me  to  come  anywhere  near  fitting  that  lock. 

Mr.  LiNDABURY.  There  is  just  one  error  in  your  statement  that 
ought  to  be  corrected. 

Mr.  Gardner.    That  is  just  what  I  am  after. 
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Mr.  LiNDABUKY.  In  other  respects  it  seems  to  be  entirely  right. 
Mr.  Ledyard  said  that  Mr.  Payne  asked  him  to  see  Mr.  Morgan,  but 
to  first  get  Mr.  Schley's  consent  to  do  it. 

Mr.  Littleton.  I  will  add  one  correction  to  you  correction.  He 
said  that  he,  Mr.  Payne,  would  see  Mr.  Schley  and  make  it  all  right 
for  Ledyard  to  see  Schley.  Then  Ledyard  did  go  to  see  Schley  and 
have  a  visit  with  Schley,  and  then  he  went  to  see  Morgan. 

Mr.  Young.  Let  me  contribute  my  fact  right  there  in  the  same 
line.  Mr.  Schley  also  testified  that  before  Ledyard  went  to  see 
Morgan,  he  and  Payne  talked  it  over. 

The  Chairman.  The  Chair  would  like  to  know  one  thing,  if  you 
will  excuse  me,  because  there  is  a  statement  here  that  is  utterly  erro- 
neous. The  gentleman  (Mr.  Perkins)  has  read  a  long  list  of  stocks 
that  depreciated  from  20  to  100  per  cent.  Tennessee  Coal  &  Iron 
depreciated  but  a  few  points,  from  160  to  130.  How  is  it  in  Wall 
Street,  which  is  a  most  peculiar  and  perplexing  place  to  me,  that 
while  your  stocks  go  down,  the  more  they  go  down  the  more  they 
are  worth?  As  I  understand  it,  he  says  they  found  these  stocks 
that  were  depreciating  constantly  were  current  in  value.  Why  was 
it  a  stock  that  stood  shock,  that  depreciated  very  little  in  the  length 
of  time  under  consideration,  became  worthless? 

Mr.  Young.  Because  you  had  squeezed  all  the  water  out,  and  you 
could  sell  your  stock. 

Mr.  Littleton.  He  tried  to  convey  the  idea,  in  answer  to  my  ques- 
tion, that  because  of  the  ownership  of  the  Tennessee  Coal  &  Iron 
stock  in  one  firm,  they  had  given  it  an  arbitrary  value  which  yielded 
nothing  to  the  general  decline;  whereas  other  stocks  yielded  and 
yielded,  and  they  had  a  liquid  value,  probably,  $1  below  what  they 
were  quoted  at,  because  they  had  gone  down  normally.  His  idea 
was  that  if  Tennessee  Coal  &  Iron  broke  at  all  it  would  break  in 
pieces  and  go  to  the  bottom.     That  is  the  idea  I  got. 

Mr.  Perkins.  You  are  quite  right.  There  had  been  no  quotations 
on  the  exchange.     There  were  no  sales  in  it. 

Mr.  Young.  Was  it  not  a  fact  that  if  any  amount  of  Tennessee 
Coal  &  Iron  stock  had  been  thrown  on  the  market,  instead  of  break- 
ing 10  or  20  points  it  might  have  broken  100  points  ? 

Mr.  Perkins.  Yes,  sir.  I  think  you  will  find,  if  you  will  look  up 
the  record,  there  had  been  no  sales  at  all  in  Tennessee  Coal  &  Iron 
stock.     There  was  no  market  for  it. 

Mr.  Gardner.  I  want  to  complete  my  statement  as  to  my.  under- 
standing from  the  record  in  the  first  place.  I  got  to  the  point  where 
I  said  that  Col.  Payne  seemed  to  me — and  that  was  guesswork — 
to  probably,  after  consultation  with  Mr.  Schley,  take  the  initiatory 
steps  in  this  matter  that  he  said  to  himself,  "  I  do  not  propose  to  be 
the  man  who  liquidates  this  particular  fire  in  the  market  all  by 
myself  alone,  and  I  am  going  to  look  around  and  see  if  there  is  not 
somebody  else  I  can  get  to  do  it."  It  seems  to  me  that  is  a  perfectly 
natural  situation — that  he  may  be  such  a  rich  man  he  could  have 
taken  care  of  the  whole  thing  himself,  but  he  said  to  himself,  "  The 
United  States  Steel  Corporation  is  the  natural  purchaser.  Though 
they  may  not  want  to  do  this  at  all,  unless  there  is  a  large  silver 
lining  to  the  cloud,  it  is  in  their  line  of  business,  it  is  a  handsome 
property,  so  far  as  its  general  wealth  is  concerned  anyway,  no  matter 
what  its  manufacturing  outlook  may  be."    And  thereupon  he  started 
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this  movement,  but  whether  he  started  it  or  not.  that  particular  fire 
was  Moore  &  Schley's  fire,  owing  to  the  11,000  shares  they  had  up  as 
collateral  and  owing  to  all  this  and  that  which  they  held  in  their 
strong  box,  where  they  could  not  use  it,  which  must  go  into  Gol. 
Payne's  strong  box,  where  he  did  not  care  to  have  it-— 

Mr.  Perkins  (Interposing).  May  I  ask  if  you  think  Col.  Payne 
thought  perhaps  he  was  in  danger  of  serious  financial  embarrass- 
ment? n    J     -u      I.     1 

Mr.  Gardner.  No;  but  I  think  any  man,  when  he  finds  he  had 
$8,000,000  of  uncurrent  securities  coming  in,  which  afterwards  rise 
more  than  the  others,  as  the  record  shows,  when  he  finds  an  apparent 
stream  of  bad  securities  coming  into  his  strong  box,  will  nevertheless 
look  around  to  see  if  there  is  some  other  fellow  who  is  entitled  to 
receive  some  of  those? 

Mr.  Perkins.  I  am  sure  that  could  not  have  been  so.  Col.  Payne 
believed  in  this  property.  He  was  not  being  threatened  with  finan- 
cial ruin.  He  may  have  thought  that  the  fire  was  a  bigger  fire  than 
he  could  put  out.  I  think  you  have  just  stated  that  Moore  &  Schley 
testified  they  had  Tennessee  Coal  &  Iron  stock  in  their  strong  box 
at  the  time.    Why  did  they  not  go  and  sell  it  ? 

Mr.  Gardner.  I  did  not  say  that.    My  memory  is  they  testified 

Mr.  Young  (interposing).  There  was  no  sale. 

Mr.  Perkins.  That  answers  the  whole  question. 

Mr.  Gardner.  My  memory  is  clear  on  that;  that  they  testified  to 
that. 

Mr.  Sterling.  I  do  not  think  it  is  in  the  record  that  Payne  told 
Ledyard  he  wanted  this  done  to  save  himself. 

Mr.  Perkins.  It  could  not  be  possible. 

Mr.  Sterling.  I  think  Ledyard  did  indicate  in  his  testimony  that 
that  was  Payne's  motive  in  suggesting  the  matter. 

yir.  Perkins.  Mr.  Sterling,  we  had  known  down  town  for  several 
days  that  Mr.  Schley  was  in  ^'ery  close  quarters.  The  Steel  Corpo- 
ration had  loaned  him  some  money.  Mr.  Morgan  had  helped  him. 
Col.  Payne  had  helped  him.  We  had  tried  to  do  it  other  ways  than 
the  one  finally  adopted.  The  fire  in  Moore  &  Schley's  got  so  desperate 
there  was  only  one  thing  to  do,  and  that  was  to  put  it  all  out.  We 
had  tried  to  save  other  concerns  by  the  piecemeal  method,  giving  them 
a  little  money  now  and  then,  and  we  found  by  experience  that  would 
not  work. 

Mr.  Lindabury.  I  do  not  think  you  got  Mr.  Gardner's  question. 

Mr.  Gardner.  Which  one? 

Mr.  LiNDABURT.  The  original  one;  but  no  matter. 

Mr.  Gardner.  I  will  confess  it  is  rather  a  little  like  a  Chinese  puz- 
zle. Suppose  we  take  up  this  question  of  quotations  which  Mr.  Ster- 
ling is  going  into? 

Mr.  LiNDABUHr.  Mr.  Gardner  was  asking  as  to  the  probable  un- 
derlying, unseen  movement  that  brought  about  this  matter. 

Mr.  Gardner.  I  was  inquiring  who  was  Widow  O'Leary,  and  which 
was  the  cow  in  this  controversy? 

Mr.  Perkins.  The  Chicago  fire? 

Mr.  Gardner.  Yes. 

Mr.  LiNDABURT.  Mr.  Gardner  was  asking  with  regard  to  the  unseen, 
underlying  movement  which  brought  to  the  surface  the  situntion 
which  the  witness  saw :  and  what  the  witness  was  undertaking  to  deal 
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with  was  this  surface  appearance,  which  alone  he  knew  about;  and 
I  think  he  did  not  apprehend  Mr.  Gardner's  question. 

Mr.  yoTJNG.  I  think  that  is  a  question  between  Mr.  Perkins  and 
Mr.  Littleton. 

Mr.  LiNDABURY.  The  witness  did  not  get  at  the  scope  of  the  ques- 
tion. 

Mr.  Littleton.  I  do  not  care  what  reasons  were  given  afterwards, 
or  what  reasons  absolutely  obtained  at  that  time  in  the  minds  of 
many  men.  It  is  a  physical  certainty  that  Mr.  Ledyard,  acting  for 
Col.  Payne,  suggested  the  purchase  of  the  Tennessee  Coa;l  &  Iron  by  the 
Steel  Co.  He  must  have  had  some  reason  for  suggesting  that.  The 
facts  are  that  Col.  Payne  had  suggested  to  him,  and  Cof.  Paj^ne  had 
said  to  him,  "  I  will  see  Schley,  and  then  you  go  and  see  him,"  and  he 
did  so,  and  later  went  to  Mr.  Morgan.  I  was  trying  to  find  what  the 
faiCts  were  as  differentiated  from  what  I  may  call  popular  opinion 
at  the  time,  as  to  why  this  thing  occurred,  the  fact  being,  I  believe,  not 
Col.  Payne's  embarrassment  or  the  stringency  of  the  situation  in  the 
market,  but  Col.  Payne's  feeling  that  he  was  getting  about  all  the 
unourrent  securities  that  he  could  handle,  and  he  wanted  to  know 
where  he  was  going  to  get  off. 

Mr.  Sterling.  Mr.  Perkins,  you  referred  to  some  quotations  of 
stock  in  1906  and  1907.     From  what  did  you  read  ? 

Mr.  Perkins.  I  read  from  a  memorandum  from  the  Financial 
Chronicle  of  November  2, 1907,  a  memorandum  which  I  have  made. 

Mr.  Sterling.  That  quotes  Tennessee  Coal  &  Iron  at  134  on  Novem- 
ber 1, 1907? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Sterling.  And  vou  suggest  that  was  fictitious  ? 

Mr.  Perkins.  I  think  I  did  even  a  little  more  than  that. 

Mr.  Sterling.  What  did  you  say? 

Mr.  Perkins.  I  said  it  was  fictitious. 

Mr.  Sterling.  What  do  you  mean  by  that — that  it  was  maintained 
at  that  time  by  some  influence  against  its  real  value  ? 

Mr.  Perkins.  Against  its  current  value,  against  its  selling  value. 

Mr.  Sterling.  Tell  me  how  they  can  do  that?  I  want  to  know 
who  did  it  and  how  they  can  do  it. 

Mr.  Perkins.  They  had  taken  a  large  amount  of  this  stock  out  of 
the  market.  Very  few  people  had  any  to  sell.  Between  what  they 
owned  as  a  syndicate,  and  what  they  owned  as  individuals,  there  was 
very  little  to  sell.  Therefore,  there  was  scarcely  any  dealt  in.  I  do 
not  know  this,  but  I  am  sure  of  it,  that  in  the  then  30  days  before 
November  1,  all  through  October,  if  you  will  have  your  secretary 
look  it  up,  you  will  find  there  were  practically  no  sales  of  Tennessee 
Coal  &  Iron  stock. 

Mr.  Sterling.  I  understand  that. 

Mr.  Perkins.  It  was  not  being  dealt  in.  Therefore,  there  was  no 
market  for  it.  Mr.  Schley  has  testified,  as  Mr.  Gardner  tells  me, 
they  had  a  large  amount  of  Tennessee  Coal  &  Iron  stock  in  his  strong 
box.    In  the  condition  in  which  he  was 

Mr.  Gardner  (interposing).  I  beg  your  pardon;  I  said  that  my 
recollection  was  he  testified  that.     I  know  that  Col.  Ledyard  did. 

Mr.  Perkins.  Be  that  as  it  may,  if  it  was  there,  it  was  there.  In 
the  condition  he  was  in,  if  we  had  had  a  liquid  market,  he  would 
have  sold  some.     The  fact  is  if  anybody  had  tried  to  sell  even  a 
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thousand  shares  of  Tennessee  Coal  &  Iron  stock  in  that  market  at 
that  price,  it  would  have  gone  down  so  rapidly  as  to  depreciate  the 
price  a  great  many  dollars  per  share.     Is  that  clear  ? 

Mr.  Sterling.  No,  it  is  not.  Where  did  the  Chronicle  get  that 
fact? 

Mr.  Perkins.  The  Chronicle  is  a  paper  that  states  which  were  the 
quoted  prices  on  the  New  York  Exchange  during  the  day. 

Mr.  Steeling.  By  the  quoted  prices  you  mean  the  prices  at  which 
the  stock  may  have  been  bought  or  sold  ? 

Mr.  Perkins.  Not  necessarily  bought  or  sold.  There  are  three 
quotations  each  day.  There  is  a  bid  price,  for  instance.  If  you  want 
to  buy  a  stock  you  go  and  say,  "  I  will  offer  $100  a  share  for  that 
stock."  If  nobody  sells  you  any,  at  the  end  of  the  day  the  record  is, 
"  Par  bid ;  no  transactions."  If  someone  conies  in  and  says,  "  I  will 
not  sell  at  par,  but  I  will  sell  at  102,"  then  the  record  is,  "  Par  bid ; 
offered  at  102 ;  no  sales."  There  were  no  sales  here,  but  the  bid  price 
by  somebody  was  134. 

Mr.  Sterling.  The  bid  price  ? 

Mr.  Perkins.  Somebody  made  the  price  at  134.  It  was  a  false 
bid.    There  was  no  stock  to  come  in. 

Mr.  Sterling.  Somebody  offered  that  for  it,  or  somebody  offered 
that  stock  at  that  price  ? 

Mr.  Perkins.  Somebody  simply  quoted  the  price.  Somebody 
offered  to  buy  at  134  and  not  to  sell  it.  It  was  simply  a  nominal 
price  for  a  share,  or  something  like  that.    There  was  no  transaction. 

Mr.  Young.  Would  not  they  quote  the  last  transaction  often  ? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Young.  Even  if  it  was  30  days  before  ? 

Mr.  Perkins.  Did  not  ^Ir.  Schley  say  the  stock  was  pegged? 

Mr.  Young.  Yes. 

Mr.  Perkins.  That  is  a  common  expression  in  the  street. 

Mr.  Sterling.  Mr.  Schley  had  gone  on  the  exchange  that  day  and 
said,  "I  will  give  134  for  Tennessee  Coal  &  Iron,"  and  Avould  that 
have  fixed  the  quotation  for  that  day,  even  though  there  was  no  trans- 
action ? 

Mr.  Perkins.  Yes. 

Mr.  Littleton.  In  other  words,  a  man  who  has  all  the  stock  in 
his  box  has  the  market  in  his  box? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Littleton.  He  may  go  out  and  bid  against  stock  that  is  locked 
up  in  his  box,  but  he  will  make  the  bid  price  ? 

Mr.  Perkins.  That  is  right. 

Mr.  Gardner.  Or  there  may  be  wash  sales.  A  man  clearly  may 
sell  to  himself,  under  two  different  names,  when  he  controls  all  the 
stock  ? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Bartlett.  I  thought  a  wash  sale  was  where  they  go  in  and  do 
the  man  who  was  only  on  margins? 

Mr.  Perkins.  No. 

Mr.  Bartlett.  They  do  that  in  cotton,  I  know. 

Mr.  Perkins.  They  would  not  do  anything  like  that  in  your 
country.  Judge? 

Mr.  Bartlett.  Xo  ;  only  in  Wall  Street.     [Laughter.] 
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The  Chairman.  As  I  understand,  it  became  necessary  to  take  out 
the  collateral  with  these  brokers  of  this  stock  because  it  was  worth- 
less, and  various  people  were  offering  to  buy  and  nobody  was  offering 
to  sell. 

Mr.  Perkins.  M^  I  be  allowed  to  make  a  suggestion,  and  that  is 
that  nobody  was  offering  to  buy,  and  it  was  worthless  as  collateral 
at  the  peg  price. 

Mr.  LiNDABURT.  Evidently  the  chairman  is  not  a  frequenter  of 
Wall  Street. 

The  Chairman.  Nor  do  I  intend  to  be. 

Mr.  Perkins.  Oh,  Mr.  Chairman,  be  a  missionary  and  come  down 
there  and  preach  the  gospel  of  what  is  right. 

The  Chairman.  I  am  doing  my  missionary  work  right  here,  sir. 
[Laughter.] 

Mr.  Gardner.  I  take  it  that  what  you  mean  to  say  by  that  table  is 
this — and  if  I  am  incorrect  you  will  correct  me :  If  you  take  a  long 
list  of  stocks  or  if  any  banker  does,  and  he  sees  that  one  stock  has 
gone  down  very  little  and  all  the  other  stocks  in  the  market  have 
gone  down  tremendouslyj  he  says  to  himself,  one  of  two  things  must 
be  the  case :  Either  this  is  the  best  stock  that  the  market  ever  heard 
of,  better  than  London  and  Northwestern,  or  better  than  underlying 
securities,  or  else  it  is  an  artificial  quotation.  Does  not  every  banker 
know  that  as  a  matter  of  fact?  For  instance,  if  he  sees  a  quotation 
of  Sandwich  Glass  Co.  at  25,  and  it  has  been  at  25  for  a  long  time, 
and  it  does  not  go  down,  he  knows  it  is  an  artificial  quotation,  be- 
cause he  knows  the  Sandwich  Glass  Co.,  although  it  may  be  a  good 
company,  is  not  the  best  company  in  the  world.    Is  not  that  the  idea  ? 

Mr.  Perkins.  That  is  exactly  correct ;  yes,  sir. 

Mr.  Bartlett.  Mr.  Chairman,  will  you  ask  Mr.  Perkins  to  put 
that  list  in  the  record  from  which  he  read,  which  he  said  came  from 
the  Financial  Chronicle? 

The  Chairman.  Yes;  he  may  do  that,  if  he  will. 

Mr.  Perkins.  Certainly,  Mr.  Chairman. 

(The  statement  referred  to  is  in  the  words  and  figures  following, 
to  wit:) 

Prices. 

[Financial  Chronicle  of  Nov.  2,  1907.] 


Union  Pacific 

New  York  Central 

Delaware  &  Hudson 

Reading 

United  States  Steel 

Pressed  Steel  Car 

General  Electric 

Republic  Iron  &  Steel 

Tennessee  Coal  &  Iron  &  R.  R.  Co.i 


Nov.  1, 1907. 


1081-llOJ 
94i-  96 

124I-126J 
74-  76J 
235-24} 
nh  17| 

107  -109 

13  -  ISJ 

134 


High,  1907. 


183 

.Tan.-) 

134f 

Jan.) 

227* 

Jan.) 

^5o| 

,lan.) 

Jan.) 

fi7 

Jan.) 

168 

Jan.) 

41 

Jan.) 

162 

Jan.) 

High,  1906. 


195! 

156i 

234J 

164 
50i 
64| 

184 
41# 

166 


(Sept.) 
(Jan.) 

(Nov.) 
(Jan.) 
(Oct.) 
(Jan.) 
(Oct.) 
(Dee.) 

(Nov.) 


1  Bid;  sales  during  week  ending  Nov.  1, 500  shares,  134-135. 


The  Chairman.  I  see  here,  Mr.  Perkins,  a  very  elaborate  address 
entitled : 

Wanted,  A  Constructive  National  Policy. 

An  address  by  George  W.  Perkins,  Michigan  College  of  Mines. 

August  7,  1911. 
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In  that  address  I  find  this  to  be  the  keynote : 

Congress  has  steadily  called  for  tlie  destruction  of  our  great  business 
enterprises — 

That  they  are  doing  that  by  endeavoring  to  discover  whether  or 
not  the  Sherman  law  has  been  violated,  so  far  as  they  are  concerned, 
and  that  the  executive  and  judicial  departments  of  the  Government 
are  endeavoring  to  destroy  great  business  enterprises  by  their  enorts 
to  enforce  the  law  as  written. 

That,  I  gather,  is  the  substance  of  this  elegant  and  elaborate 
address.    I  am  correct,  am  I  not? 

Mr.  LiNDABUEY.  Tell  me  the  page  you  are  reading  from,  Mr. 
Chairman  ? 

The  Chairman.  Page  2. 

Mr.  Perkins.  I  hardly  intended  that  that  should  be  the  mam 
thought  of  the  address. 

The  Chairman.  That  was  one  of  the  thoughts? 

Mr.  Perkins.  It  was  one  of  the  conditions  to  which  I  called 
attention. 

The  Chairman.  Here  is  another  thought — and  this  is  full  of 
thoughts : 

Has  the  cost  of  articles  made  by  the  so-called  trusts  increased  or  decreased? 

Mr.  Perkins.  To  the  public,  you  mean? 

The  Chairman.  Yes,  to  the  public.  I  find  that  the  writer  com- 
plains there  is  no  effort  on  the  part  of  this  committee  or  of  Congress 
to  ascertain  these  facts  in  their  war  upon  the  Steel  Corporation.  I 
wish  to  assure  the  eminent  witness  that  I  am  delighted  that  he  has 
given  this  matter  this  careful  and  exhaustive  study,  and  I  am  very 
anxious  to  find  out  and  to  ascertain  the  truth  about  the  very  ques- 
tions that  he  has  propounded.  I  take  it  that  by  propounding  these) 
questions  in  an  address  to  learned  men  in  college,  it  is  a  modest  sug- 
gestion on  the  part  of  the  witness  that  he  is  prepared,  of  course,  to 
furnish  us  with  the  information  which  he  intimates  we  are  in  need  of. 

Mr.  Perkins,  you  ask  if  the  trust  has  increased  or  decreased  the 
cost  of  articles  made. 

Mr.  LiNDABURY.  This  whole  matter  was  gone  over  yesterday,  Mr. 
Chairman. 

The  Chairman.    I  am  going  over  it  some  more. 

Have  the  articles  made  by  the  so-called  trusts  increased  or  decreased? 

Do  you  hold  you  have  decreased  the  prices  of  these  articles  by 
virtue  of  this  organization  ? 

Mr.  Perkins.  Yes,  sir. 

The  Chairman.  Have  you  decreased  the  price  of  these  articles  to 
the  consumers  generally  ? 

Mr.  Perkins.  Yes,  sir. 

The  Chairman.  Or  has  it  been  the  policy  of  the  United  States 
Steel  Corporation  to  decrease  these  articles  to  certain  powerful  con- 
cerns and  customers  ? 

Mr.  Perkins.  You  are  calling  my  attention  to  this  Michigan  ad- 
dress. I  did  not  make  that  address  as  a  director  of  the  Steel  Cor- 
poration or  in  any  interest.  I  made  it  to  the  whole  subject  of  the 
relationship  of  the  Government  to  our  big  business  enterprises.  I 
raised  the  question  as  to  whether  or  not  an  investigation  would  not 
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be  beneficial,  the  investigation  to  be  into  the  question  of  whether 
or  not  the  great  so-called  trusts  in  this  country,  as  a  whole,  had  re- 
duced the  price  of  the  goods  they  deal  in  to  the  consumer,  my  belief 
being  that  such  an  investigation  would  show  that  such  reduction  has 
been  made  not  only  by  the  Steel  Co.,  but  by  other  similarly  large 
concerns. 

The  Chairman.  So  far  as  the  Steel  Co.  is  concerned,  that  is 
exactly  what  I  am  seeking  to  investigate  now  and  ascertain  from 
you.  It  is  not  material  to  the  chairman  whether  the  address  here 
made  was  made  by  you  as  Mr.  Perkins,  Esq.,  as  the  vice  president 
of  the  New  York  Life  Insurance  Co.,  as  the  chairman  of  the  finance 
committee  of  the  United  States  Steel  Corporation,  as  a  member  of 
the  firm  of  J.  P.  Morgan  &  Co.,  or  in  any  other  of  the  many  high 
and  important  position  which  you  have  had  the  honor  to  hold.  If 
you  have  the  knowledge,  I  do  not  care  in  what  guise  you  present  it. 

To  return  to  the  question :  Was  it  the  policy  of  this  concern  to 
make  reductions  in  price  to  the  public  generally  or  to  a  few  powerful 
and  favored  customers? 

Mr.  Perkins.  Generally. 

The  Chairman.  Did  you  make  reductions  to  large  concerns,  sell- 
ing them  your  products  at  less  than  you  did  your  poor  customers  ? 

Mr.  Perkins.  As  to  that  technical  question  of  prices,  I  think  you 
should  call  some  other  witness  who  is  familiar  with  those  scales.  I 
am  not. 

The  Chairman.  I  shall  be  grievously  disappointed  if  you  can  not 
answer,  because  you  have  suggested  that  Congress  ought  to  inquire. 

Mr.  Perkins.  Yes,  sir. 

The  Chairman.  And  it  would  be  unkind  to  suggest  to  this  com- 
mittee that  we  poor  politicians,  with  a  world  of  care  on  our  shoulders, 
should  know  things  which  you,  having  spent  your  life  in  this  great 
business,  can  not  tell  us. 

Mr.  Perkins.  I  have  asked  for  an  investigation. 

Mr.  LiNDABUKY.  I  can  tell  the  committee  where  it  can  find  this  in- 
formation. 

Mr.  Perkins.  I  can  tell  you  where  to  find  it,  Mr.  Chairman,  where 
to  find  what  I  do  not  know,  but  I  hate  to  set  myself  up  as  an  encyclo- 
pedia. 

The  Chairman.  There  is  a  delicate  intimation  to  that  effect  in  this 
address. 

Mr.  Perkins.  Other  friends  have  so  suggested.   [Laughter.] 

The  Chairman.  I  wish  to  call  your  attention  to  this  statement,  Mr, 
Perkins,  made  at  a  meeting  of  the  executive  committee  on  Tuesday, 
July  15,  1902 : 

The  president,  Mr.  Gary,  brought  up  the  question  of  tubes  for  the  Standard 
Oil  Co.,  stating  that  that  company  desired  to  contract  with  us  for  tubes,  with 
the  right  to  buy  the  steel  anywhere  they  should  see  fit ;  that  the  matter  had 
been  diseussed  with  the  president  and  others,  and  the  conclusion  reached  that 
a.iiy  contract  with  the  Oil  Co.  should  provide  for  the  purchase  from  us  of 
plates  as  well  as  of  tubes,  That  Mr.  Eogers  stated  the  company  would  con- 
struct its  own  pipe  mills  if  an  arrangement  satisfactory  to  his  company  could 
not  be  made  with  us.  That  the  proposition  had  been  made  to  the  Oil  Co.  by  the 
Steel  Corporation  that  they  take  plates  for  a  period  at  5  per  cent  below  the 
prevailing  prices,  and  that  if  the  prices  should  break  In  the  interim,  the  matter 
of  market  price  should  be  left  to  an  arbitrator.  Mr.  Converse  stated  the  ton^ 
nage  of  the  Standard  Oil  Co.  would  likely  run  125,000  tons  a  year.  The  presi' 
dent's  i)osition  on  this  matter  was  therpupon  approved. 
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Is  it  true  that  you  have  been  selling  plates  and  tubes  to  the  Stand- 
ard Oil  Co.  at  5  per  cent  less  than  you  have  to  other  people  ? 

Mr.  Perkins.  I  do  not  know. 

The  Chairman.  Now,  is  it  not  true  that  you  did  make  the  cut, 
and  is  it  not  also  true  that  this  matter  was  taken  up  with  the  work- 
men in  these  companies,  and  that  the  5  per  cent  cut  was  passed  on 
to  the  workmen? 

Mr.  Perkins.  Passed  on  to  whom? 

The  CHA.IRMAN.  To  the  workmen;  the  labor? 

Mr.  Perkins.  I  do  not  know,  Mr.  Chairman. 

The  Chairman.  Now,  speaking  of  the  price,  or  the  effort  to  re- 
duce the  price,  and  speaking  of  the  Sherman  law  being  a  red  flag,  I 
find  indications  that  it  has  not  flagged  the  United  States  Steel  Cor- 
poration in  certain  very  notable  instances,  apparently,  from  this 
record.  I  refer  to  the  minutes  of  the  finance  committee,  March  17, 
1903. 

Mr.  LiNDABURY.  That  seems  to  be  before  the  flag  was  put  out. 

The  Chairman.  Not  1903.    The  Sherman  Act  was  passed  in  1900. 

Mr.  Lindaburt.  You  are  speaking  of  the  Standard  Oil  case? 

The  Chairman.  Yes ;  I  am  sure  they  had  not  seen  the  flag  at  that 
time. 

Mr.  Littleton.  The  flag  had  not  been  unfurled. 

The  Chairman.  The  flag  had  not  been  unfurled. 

Mr.  Perkins.  That  is  exactly  it. 

The  Chairman.  The  law  was  there,  but  it  had  not  been  unveiled. 
At  this  meeting  President  Gary  was  in  the  chair.  Present,  Messrs. 
Gary,  Rogers,  Widener,  and  Ream. 

Mr.  Littleton.  What  is  the  date  of  that? 

The  Chairman.  March  17,  1903.     [Reading :] 

Judge  Gary,  a  special  committee  on  the  Clairton  Steel  Co.,  reported  that  Mr. 
Snyder  proposed  that  this  company  should  acquire  55  per  cent  of  the  Clairton 
Steel  Co.  on  a  basis  of  actual  cost,  and  that  the  Crucible  Steel  Co.  should  retain 
35  per  cent  and  Mr.  Snyder  10  per  cent ;  and  further  that  the  Clairton  Steel 
Co.  should  enter  into  a  10-year  contract  with  the  Crucible  Steel  Co.,  under 
Which  the  former  should  agree  to  supply  the  latter  with  a  maximum  of  200,000 
tons  of  steel  per  annum  at  $3  per  ton  below  the  marliet  price. 

Let  me  explain,  or  call  this  matter  to  your  attention.  The  tool- 
makers  of  this  country,  especially  the  makers  of  fine  steel,  consoli- 
dated, to  an  extent,  their  plants  in  what  is  known  as  the  Crucible 
Steel  Co.  These  were  the  most  practical  expert  steel  men,  perhaps, 
in  their  line  in  the  world.  They  concluded  to  save  in  the  cost  of 
production,  to  save  in  the  cost  of  their  raw  material,  by  making  their 
own  pig  iron,  so  that  they  organized  what  is  known  as  the  Clairton 
Steel  Co.  It  was  owned  by  the  Crucible  Steel  Co.  They  erected 
one  of  the  most  perfect,  modern,  and  elaborate  plants  on  the  conti- 
nent, at  a  cost,  I  believe,  of  some  ten  or  twelve  millions  of  dollars. 
They  had  difficulty  in  meeting  their  bonded  indebtedness,  and  they 
came  to  the  United  States  Steel  Corporation,  Mr.  Snyder  and  others 
with  a  proposition  to  sell,  and  this  was  the  proposition  between  these 
two  concerns. 

I  read  further: 

After  some  discussion,  at  the  request  of  the  chairman  of  the  finance  com- 
mittee, the  question  was  referred  to  Judge  Gary  and  Mr.  Frick  to  negotiate 
further  with  Mr.  Snyder  and  to  report  at  a  special  meeting  of  this  committee 
to  bo  held  at  1  o'clock  p.  m.  on  Thursday,  II "  
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On  Thursday,  the  19th  of  March,  at  the  hour  named,  Mr.  Perkins 
was  in  the  chair.  Present,  Messrs.  Gary,  Schwab,  Widener,  Rogers, 
and  Frick.    The  special  committee  reported : 

Tliat  they  had  negotiated  a  proposition  for  the  sale  to  this  corporation  of  55 
per  cent  of  the  Clairton  Steel  Co.  on  the  basis  of  actual  original  cost,  the  Cru- 
cible Steel  Co.  to  retain  35  per  cent,  and  W.  P.  Snyder  to  procure  and  hold  10 
per  cent.  That  the  negoti.-itions  were  conducted  with  W.  P.  Snyder  and 
Chairman  Miller,  of  the  Crucible  Steel  Co.,  who  will  endeavor  to  procure  the 
assent  of  all  the  stockholders  of  the  Crucible  Steel  Co.  That  W.  E.  Corey, 
Thomas  Morrison,  and  W.  B.  Schiller  have  been  appointed  a  special  committee 
to  examine  the  properties  in  question.  That  accompanied  with  the  proposition 
Is  a  proposed  arrangement  between  this  company  and  the  Crucible  Steel  Co. 
for  the  total  requirements  of  iron  and  steel  of  the  Crucible  Steel  Co.  when  and 
as  the  United  States  Steel  Corporation  is  in  position  to  furnish  the  same. 
That  the  basis  for  sale  is  as  follows:  When  the  average  monthly  market  price 
of  steel,  to  be  determined  by  mutual  agreement  or  by  arbitration,  if  necessary, 
is  over  $22  per  ton,  a  reduction  to  the  purchaser  of  $2  per  ton.  When  $22  per 
ton  or  below,  down  to  $15  per  ton,  a  reduction  of  7  per  cent.  When  below  $15 
per  ton,  no  reduction. 

When  the  average  monthly  market  price  of  pig  iron,  ascertained  as  above,  is 
$20  or  over,  a  reduction  of  $1.50  per  ton  to  the  purchaser.  When  under  $20 
per  ton,  down  to  $16,  a  reduction  of  7  per  cent.  When  below  $16  and  down  to 
$14,  a  reduction  of  5  per  cent.     When  below  $14,  no  reduction. 

That  the  leading  Interests  are  not  to  engage  in  competitive  business.  That 
Mr.  Snyder  will  be  connected  with  the  management  of  the  Clairton  properties 
during  the  pleasure  of  this  corporation,  on  a  salary  to  be  fixed  by  agreement, 
or  by  Mr.  Frick.  If  officials  can  not  agree,  and  while  so  connected,  will  not 
engage  in  competitive  business. 

Do  you  remember  that  contract? 

Mr.  Perkins.  I  do  not  remember  it ;  no,  sir. 

The  Chairman.  What  was  the  object  of  that  contract? 

Mr.  Perkins.  I  beg  your  pardon? 

The  Chairman.  Why  did  you  make  that  arrangement  that  they 
should  not  engage  in  competitive  business  and  reduce  prices;  were 
you  afraid  that  the  Crucible  people  would  sell  too  high  ? 

Mr.  Perkins.  I  would  have  to  refresh  my  memory  on  all  you  have 
read  there.  I  do  not  remember  it  sufficiently  to  give  you  all  the  col- 
lateral conditions  that  governed  our  action  at  that  time,  Mr.  Chair- 
man. 

The  Chairman.  This  was  a  $10,000,000  property  over  which  you 
presided  ? 

Mr.  Perkins.  Yes. 

The  Chairman.  And  you  have  not  the  haziest  recollection  about 
that? 

Mr.  Perkins.  What  year  was  that? 

The  Chairman.  1903. 

Mr.  Perkins.  That  is  eight  years  ago. 

The  Chairman.  Yes.  You  see,  I  want  to  learn  these  things,  if 
you  know. 

Mr.  Perkins.  I  am  sorry  that  I  can  not  testify  from  memory  at 
the  moment. 

The  Chairman.  I  will  ask  you  if,  pursuant  to  the  memorandum 
as  it  appears  in  your  book,  you  did  not  enter  into  an  agreement  with 
the  Clairton  Steel  Co.  and  the  Crucible  Steel  Co.,  the  Carnegie  Steel 
Co.  being  the  company  furnishing  the  raw  material,  by  W.  E.  Corey. 
and  signed  by  the  chairman  of  the  executive  committee? 

Mr.  Perkins.  I  do  not  know. 
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The  Chajrjian.  And  if  you  did  not  sell  to  this  company  with  a 
sliding  scale  practically  like  that  provided  in  this  contract?  Did 
you  do  that? 

Mr.  Perkins.  I  do  not  know. 

The  Chaiejian.  And  are  you  not  now  engaged  in  furnishing  ma- 
terial, by  contract  with  this  very  Crucible  Steel  Co.,  by  which  you 
are  to  give  them  $2  or  $3  per  ton  advance  on  their  enormous  con- 
sumption, in  consideration  that  they  do  not  enter  into  competitive 
business  with  you  ? 

Mr.  Perkins.  I  do  not  know. 

Mr.  LiNDABTJET.  I  object,  Mr.  Chairman.  Now,  there  is  not  a 
suggestion  of  suppression  of  competition  there.  As  you  read  that, 
there  is  apparently  an  arrangement  by  which,  if  they  would  not 
manufacture  for  themselves,  but  would  buy  from  the  Steel  Corpora- 
tion, the  Steel  Corporation  would  give  them  that.  That  is  not  com- 
petition with  the  world.  They  were  making  only  for  themselves, 
and  not  to  sell  again;  that  is,  the  Crucible  were,  as  the  chairman 
states  it. 

The  Chairman.  The  Crucible  was  selling  steel? 

Mr.  LiNDABURT.  As  it  appears  from  the  chairman's  statement,  this 
kind  of  steel  the  Crucible  was  simply  making  for  its  own  use. 

The  Chairman.  Exactly. 

Mr.  LiNDABURT.  It  was  not  sold  in  the  trade. 

The  Chairman.  But  they  made  against  the  things  that  you  were 
selling? 

Mr.  LiNDABURT.  No;  we  never  sold  tools. 

The  Chairman.  They  sold  other  things.  What  does  that  mean? 
I  am  at  a  loss  to  understand. 

Mr.  LiNDABURT.  I  thought  you  misunderstood. 

The  Chairman.  "  And  while  so  connected,  will  not  engage  in  com- 
petitive business."    What  does  that  mean  ? 

Mr.  LiNDABURT.  Engage  in  the  making  of  the  things  that  the 
Clairton  Co.  was  making  when  we  bought  that  interest. 

The  Chairman.  It  was  an  agreement,  then,  not  to  compete? 

Mr.  LiNDABURT.  Oh,  no.  I  know  that  you  want  to  understand  it, 
Mr.  Chairman,  do  you  not? 

The  Chairman.  It  was  one  of  two  things.  If  they  were  making 
plates  and  you  were  making  plates,  or  if  you  were  making  trace 
chains  and  they  were  making  trace  chains,  or  saws,  or  hammers,  you 
could  agree  to  sell  at  the  same  price,  or  you  could  agree  with  them  not 
to  make  saws,  and  axes,  and  hammers,  in  consideration  that  they 
should  not  make  plates  or  tools. 

Mr.  LiNDABURT.  I  Imow  you  will  let  me  explain  this. 

The  Chairman.  Was  it  not  one  of  those  two  ? 

Mr.  LiNDABURT.  No.  The  Crucible  Co.  had,  as  you  stated  your- 
self established  a  plant  to  make  a  peculiar  kind  of  steel  for  their 
peculiar  business;  not  to  sell  to  the  market  at  all,  but  to  supply 
their  particular  needs.  They  got  tired  of  that  and  offered  to  sell  the 
control  of  that  particular  manufacturing  business  to  the  Steel  Cor- 
poration under  a  contract  by  which  the  Steel  Corporation  would  sup- 
ply their  needs  instead  of  their  doing  it  themselves,  and  they  made 
the  terms  for  that  which  you  have  read. 

The  Chairman.  What  was  the  necessity  for  adding  "  will  not  en- 
gage in  competitive  business  "  ? 
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Mr.  LiNDABUEY.  Of  course,  they  did  not  want  the  particular 
owners  of  the  Clairton  Co.,  who  had  become  experts,  let  us  say,  in 
the  making  of  that  special  steel,  to  go  out  and  set  up  a  plant  and 
make  that  same  sort  of  thing  in  competition.  Now,  that  is  the  kind 
of  an  arrangement  that  has  been  held  a  thousand  times  in  this  coun- 
try to  be  entirely  legal.  There  are  many  decisions  down  to  this  day 
justifying  that  sort  of  contract  where  a  man  is  selling  out  his 
business. 

The  Chairman.  That  is  a  question  of  law  which  I  do  not  care 
to  discuss  now. 

Mr.  Gardner.  Let  me  see  if  I  understand.  This  Clairton  Steel 
Co.  makes  for  its  own  use  what  ? 

Mr.  Eeed.  Steel  billets. 

Mr.  Gardner.  Steel  billets? 

Mr.  LiNDABURY.  Mr.  Eeed  knows  about  that  better  than  I. 

Mr.  Gardner.  I  mean  at  the  particular  time  this  arrangement  was 
made. 

Mr.  Young.  You  mean  the  billets  are  made  by  the  Crucible  Steel 
uo. 

Mr.  LiNDABURY.  The  Crucible  Steel  Co.  organized  the  Clairton  Co., 
and  the  Clairton  Co.  were  to  produce  the  steel  billets  which  were  to  be 
used  by  the  Crucible  Co.  in  the  manufacture  of  tool  steel. 

Mr.  Gardner.  Then  the  Crucible  Steel  Co.  got  tired  of  the  Clair- 
ton Co.  and  said  to  the  Steel  Corporation,  "Now,  you  make  these 
goods,  and  we  will  take  them  off  your  hands  as  fast  as  you  make 
them."  That  is,  the  Steel  Corporation  would  have  them  taken  off 
their  hands  by  the  Crucible  corporation.  As  to  the  other  condition, 
the  Steel  Corporation  says,  "  Yes,  that  is  all  right ;  but  henceforward 
you  shall  not  make  them  for  yourselves;  that  is,  the  Crucible  Co. 
shall  not  set  up  another  Clairton  Co."     Is  that  right? 

Mr.  Eeed.  Exactly.  The  Crucible  Co.,  instead  of  making  its  own 
billets,  sold  this  Clairton  Co.  to  the  Steel  Corporation  and  agreed  to 
buy  those  billets  from  the  Steel  Corporation  thenceforth. 

Mr.  Gardner.  I  want  to  get  this  straightened  out.  Thereupon  the 
Crucible  Co.  says,  "  In  the  future  we  agree  not  to  set  up  a  subcom- 
pany,  or  in  any  way  make  these  particular  things  for  ourselves." 

Mr.  Eeed.  An  ordinary  contract  that  accompanies  the  sale  of  a 
going  business. 

Mr.  Gardner.  Am  I  right  so  far  ? 

Mr.  Eeed.  Yes,  sir. 

Mr.  Gardner.  Now,  were  they  binding  themselves  not  to  make 
those  things  in  the  future  to  sell  to  the  world  ? 

Mr.  Eeed.  I  do  not  remember  the  terms  of  the  contract.  The  facts 
were  that  the  Clairton  Co.  and  the  Crucible  Co.  never  did  make  billets 
for  sale  to  the  world. 

Mr.  Gardner.  I  see,  up  to  a  certain  point ;  if  you  have  an  associate 
who  is  doing  work  entirely  for  you,  and  I  say,  "  I  will  employ  him, 
but  do  not  you  go  and  get  another  associate  " ;  I  understand  up  to 
that  point.  But  I  want  to  know  in  this  case  whether  that  contract, 
as  you  understand  it,  prevented  the  Crucible  Coi  in  the  future  making 
these  steel  billets  for  other  people,  as  well  as  prevented  it  making 
them  for  itself? 

Mr.  Eeed.  My  understanding  of  it  is — of  course  the  contract  will 
speak  for  itiielf — that  the  arrangement  was  that  the  Crucible  Co. 
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should  not  go  into  the  busines  of  making  billets  for  itself  or  anybody 
else. 

Mr.  Gardner.  Yes.  Previous  to  this  absorption,  was  there  any- 
thing to  prevent  the  Crucible  Co.,  if  it  chose,  extending  the  opera- 
tions of  the  Clairton  Co.  so  as  to  make  billets  for  public  sale  as  well 
as  for  themselves  ? 

Mr.  Reed.  Nothing  except  its  financial  limitations. 

Mr.  Gardner.  Nothing  except  that  it  was  not  their  policy  at  the 
time?  Well,  it  seems  to  me,  as  I  understand  the  situation  now,  there 
is  a  possible  curtailing  of  competition  outside  their  own  particular 
business. 

Mr.  Littleton.  A  curtailing  of  possible  competition  ? 

Mr.  Gardner.  Yes ;  that  is  what  I  say. 

Mr.  Young.  But  none  ever  existed. 

Mr.  Reed.  They  regarded  it  that  there  was  no  competition  at  the 
time. 

Mr.  Littleton.  Every  fellow  has  got  to  think  out  loud  about  this. 

Mr.  Gardner.  Absolutely. 

Mr.  Littleton.  So  that  I  want  to  see  if  I  understand  it.  The 
Crucible  Steel  Co.  had  the  Clairton  Co.  organized  for  the  purpose 
of  making  billets? 

Mr.  LiNDABURT.  For  itself. 

Mr.  Littleton.  For  its  use;  and  it  might  have  made  billets  for 
other  people  if  it  chose  to.  It  did  not  do  so,  but  up  to  that  time  had 
made  them  solely  for  the  Crucible  Steel  Co. 

Mr.  Reed.  Solely  for  itself. 

Mr.  Littleton.  It  sold  the  Clairton  Co.  to  the  Steel  Corporation 
with  the  understanding  that  the  Crucible  Co.  would  not  set  up 
another  Clairton  Co.,  or  for  itself  make  billets,  and  compete  with 
the  Clairton  Co.,  which  it  had  sold  to  the  Steel  Corporation,  in  the 
production  of  billets  for  its  own  use. 

Mr.  Reed.  Yes,  exactly. 

Mr.  Lindabury.  I  think  that  was  for  a  period  of  10  years. 

Mr.  Gardner.  It  says  for  a  limited  period,  but  it  does  not  say 
how  long,  in  this  contract. 

Mr.  Young.  Was  Mr.  Lindabury  correct  in  his  statemnt  that 
these  billets  were  of  a  peculiar  kind,  which  were  only  used  for  tool 
steel  and  the  things  that  the  Crucible  Co.  made  ? 

Mr.  Reed.  The  Crucible  Steel  Co.  treated  these  billets  afterwards 
and  turned  them  into  tool  steel. 

The  Chairman.  That  pig  iron  is  like  any  other  pig  iron  ? 

Mr.  Reed.  Oh,  yes. 

Mr.  Young.  The  purchase  price  agreed  on  was  that  these  billets 
were  to  be  sold  to  the  Crucible  Steel  Co.  at  the  amount  stated  below 
the  market  price  ? 

Mr.  Reed.  Yes. 

Mr.  Young.  If  they  had  not  put  that  in  they  would  have  had  to 
have  paid  more  for  the  property  ? 

Mr.  Reed.  Yes. 

Mr.  Gardner.  I  quite  understand,  and  I  was  not  asking  about  the 
sliding  scale,  which,  it  is  apparent  on  its  surface,  was  a  part  of  the 
purchase  price. 

Mr.  Lindabury.  Yes.  And  you  know  that  matter  of  competition 
was  before  the  courts,  and  there  are  many  decisions  on  that. 
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Mr.  Gardner.  I  know;  but  I  did  not  know,  and  I  was  trying  to 
clear  mj  mind,  as  to  whether  that  was  a  curtailment  of  competition. 

Mr.  LiNDABTJRT.  It  may  be  a  curtailment  of  competition,  but  it  is 
one  that  the  courts  have  declared  to  be  legal. 

The  Chairman.  I  am  not  interested  in  that.  That  is  a  question 
for  the  courts.  It  is  not  for  the  committee,  which  is  a  primary  court. 
What  I  want  to  ask  about  now  is  the  fact. 

Mr.  Young.  All  that  I  wanted  to  do  was  to  clear  the  situation. 

Mr.  LiNDABURY.  Is  this  the  only  contract  you  have  [indicating 
contract]  ? 

The  Chairman.  It  was  the  onlj^  contract  I  \7as  able  to  get. 

Mr.  Young.  That  was  offered  as  the  contract.  Wliere  is  the  con- 
tract that  has  the  restrictions?     That  contract  hns  a  sliding  scale. 

Mr.  LiNDABURY.  This  contract  has  not  the  restrictions  read  by 
the  chairman. 

Mr.  Young.  Where  is  the  contract  which  has  the  restrictions  1 

The  Chairman.  I  would  like  to  get  it.  I  find  that  stated  in  the 
rainnten. 

Mr.  Young.  I  think  the  reporter  ought  to  understand,  and  I  state 
for  the  record  that  this  contract  has  no  restrictions  of  competition 
in  it. 

Mr.  LiNDABURY.  I  have  gotten  from  the  chairman  here  and  read 
the  contract  which  was  drawn  lip  afterwards  as  the  final  result  of 
their  negotiations,  and  it  contains  no  clause  restricting  competition, 
or  tying  anybody's  hands  for  the  future. 

Mr.  Gardner.  But  when  the  chairman  read  it,  it  appeared  that 
it  had. 

Mr.  LiNDABURY.  He  read  a  proposition  in  the  minutes. 

The  Chairman.  I  read  from  the  minutes. 

Mr.  Gardner.  Then  apparently  there  is  no  such  clause  restrict- 
ing competition  ?  " 

Mr.  LiNDABURY.  There  is  nothing  in  the  contract  to  that  effect. 

The  Chairman.  The  proposition  is  in  the  minutes,  and  the  reduc- 
tion of  the  price  is  in  the  contract. 

Mr.  Gardner.  Had  the  chairman  noticed  that  the  contract  made  no 
mention  of  this  ? 

The  Chairman.  I  knew  that  the  contract  made  no  mention  of  that 
phase  of  it. 

Mr.  Gardner.  Then  I  wish  you  had  saved  me  a  lot  of  trouble  by 
stating  that. 

The  Chairman.  I  did  not  mean  to  misinform  you  at  all.  What  I 
am  driving  at  is  this,  that  the  minutes  of  the  corporation  recite  that 
they  are  to  receive  certain  advantages  in  consideration  that  they  do 
not  enter  into  competitive  business,  and  they  subsequently  wrote  a 
contract  giving  them  those  advantages. 

Mr.  Littleton.  Mr.  Chairman,  whether  the  contract  contains  it 
or  not,  we  have  all  understood  that  just  what  the  minutes  intended 
to  be  carried  out  was  carried  out. 

Mr.  Eeed.  I  do  not  remember  what  the  terms  of  the  contract  were. 

Mr.  Littm;ton.  I  have  just  asked  Mr.  Reed,  and  I  understood  him 
to  say  that  the  Steel  Corporation  bought  the  Clairton  Co.,  which  was 
in  the  business  of  making  billets  for  the  Crucible  Co.,  on  the  under- 
standing that  they  would  furnish  the  billets  to  the  Crucible  Co.  at  a 
certain  price,  provided  the  Crucible  Co.  would  not  set  up  and  go  to 


1632  UNITED   STATES   STEEL   COEPOEATION-. 

making  billets  for  itself  again  in  competition  with  them  after  thej 
had  bought  the  Clairton  Co. 

Mr.  Young.  That  seems  to  have  been  the  object  of  it. 

Mr.  Gardner.  That  seems  to  be  Mr.  Reed's  understanding  of  the 
meaning  of  that.  Now,  does  Mr.  Reed  know  or  does  he  not  know 
whether  that  competition  clause,  although  left  out  of  the  contract 
itself,  was  in  practice  held  to  be  binding  ? 

Mr.  Reed.  I  do  know  this,  that  the  fact  is  that  the  Crucible  Co. 
still  goes  outside  to  buy  its  billets.  It  has  never  built  another  blast- 
furnace plant.  It  does  not  produce  its  own  billets.  Whether  it  has 
contracted  not  to  do  so  or  not  I  do  not  remember. 

Mr.  Gardner.  But  do  you  know  whether  there  is  an  implied  con- 
tract floating  around,  or  whether  that  contract  as  signed  shows  the 
fiiU  obligation  entered  into  by  both  sides? 

Mr.  Reed.  The  contract  as  signed  is  the  only  contract  that  I  ever 
heard  of. 

Mr.  LimjETON.  It  might  well  be  that  the  corporation  itself,  al- 
though the  contract  might  not  have  been  in  violation  of  any  law,  had 
doubts  about  the  propriety  of  inserting  in  the  contract  what  was  in 
its  minutes,  and  therefore  had  in  the  minutes  the  understanding 
which  was  read,  and  eliminated  it  from  the  contract. 

Mr.  Gardner.  That  is  exactly  the  question  that  I  want  to  get  at. 

Mr.  Young.  That  would  not  have  bound  the  other  company  at  all. 

Mr.  Gardner.  Whether,  in  the  opinion  of  Mr.  Reed,  that  memo- 
randum was  a  preparatory  memorandum,  which  was  changed  after- 
wards, or  whether  that  memorandum  gives  the  inwardness  of  the 
true  trade  that  was  entered  into. 

Mr.  Reed.  So  far  as  I  know,  there  is  no  contract,  written  or  oral, 
aside  from  that ;  I  know  that  Mr.  Snyder  is  making  pig  iron  in  his 
own  plant  to-day. 

Mr.  Young.  Which  would  be  contrary  to  that  clause  if  it  had  been 
inserted  in  that  contract? 

Mr.  Reed.  Which  would  be  contrary  to  what  the  chairman  has 
read  there  from  the  minutes. 

The  Chairman.  Mr.  Snyder  is  not  associated  with  the  Crucible 
people  ? 

Mr.  Reed.  No,  sir ;  he  is  not  associated  with  the  Crucible  people. 

Mr.  LiTTUETON.  Is  the  Crucible  Co.  directly  or  indirectly  supply- 
ing its  own  billets  out  of  which  it  makes  its  finished  product  ? 

Mr.  Reed.  The  Crucible  Co.  goes  into  the  market  to  buy. 

Mr.  LiTTKETON.  Does  it  buy  from  the  Steel  Corporation  ? 

Mr.  Reed.  I  do  not  know  whether  it  buys  in  the  open  market  or 
not. 

Mr.  Littleton.  Does  it  get  a  sliding  scale  from  other  companies? 

Mr.  Reed.  I  do  not  know  anything  about  that. 

Mr.  LiNDABURT.  I  do  not  know  whether  Mr.  Littleton  meant  just 
what  he  said.  It  is  impossible  to  conceive  that  a  clause  of  that  kind 
was  omitted  from  the  contract,  for  prudential  or  other  reasons  be- 
cause the  courts  have  held,  under  the  Sherman  Act,  that  clauses  of 
that  kind  are  not  in  contravention  of  that  act.    There  could  be  no 

f)0ssible  doubt  in  the  mind  of  any  well-informed  lawyer  as  to  the 
egality  of  that. 
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Mr.  Littleton.  I  said  in  the  beginning  it  might  be  an  arrange- 
ment, but  that  the  company,  in  order  to  avoid  invitation  to  criticism 
of  the  contract,  left  it  out. 

Mr.  LiNDABUKx.  How  could  there  be  any  possible  invitation  of 
criticism  in  that? 

Mr.  Littleton.  Just  like  there  could  be  criticism  of  anything  that 
was  not  understood. 

Mr.  Gaednee.  Not  in  1903  ? 

Mr.  LiNDABURr.  No ;  nor  in  1911.  There  is  not  to-day  a  decision 
anywhere  that  would  cast  the  slightest  suspicion  on  its  legality. 

Mr.  Gardner.  We  have  reason  to  believe,  or  think  that  we  have, 
that  up  to  1904,  at  all  events,  there  were  being  acted  on  by  the  sub- 
sidiary companies,  or  some  of  the  subsidiary  companies,  of  the  United 
States  Steel  Corporation,  certain  arrangements  which  do  not  appear 
anywhere  in  writing,  as  far  as  we  can  make  out.  Now,  what  I 
wanted  to  find  out  was  whether  that  competitive  clause  was  one  of 
those  arrangements. 

Mr.  LiNDABTJET.  Of  course  the  arrangements  you  aUude  to  are  of 
an  entirely  different  character. 

Mr.  Gardner.  Obviously,  it  would  not  be  left  out  for  prudential 
reasons  at  that  time,  if  it  was  held  legal ;  if  you  are  correct  in  that. 

Mr.  LiNDABUEY.  I  think  any  lawyer  would  agree  to  that. 

The  Chaieman.  All  this  is  beside  the  mark,  and  has  taken  up  a 
great  deal  of  our  valuable  time,  discussing  whether  this  contract  is 
legal  or  illegal,  whether  it  is  within  or  without  the  law.  There  can 
be  no  question  about  whether  it  was  within  the  spirit  of  the  law  or 
not. 

Mr.  Young.  There  can  not  be  any  question,  because  the  courts  have 
decided  that  it  is  not. 

The  Chaieman.  One  of  the  things  that  this  committee  has  the 
right,  and  it  is  its  duty  under  this  resolution,  to  do,  is  to  suggest  cer- 
tain amendments  to  the  law,  certain  bills ;  and  if,  as  Mr.  Lindabury 
says — and  I  would  not  offer  to  dictate  to  so  profound  a  lawyer,  or  to 
suggest  that  he  might  be  in  error — that  is  the  condition,  and  if  there 
is  a  gap  like  that  in  the  Sherman  Act,  or  other  acts  intended  to  pre- 
serve and  protect  competition,  this  committee  will  have  some  im- 
portant duties  on  its  hands. 

Mr.  Young.  That  has  been  the  law  for  at  least  500  years. 

The  Chairman.  To  return,  Mr.  Perkins,  and  get  a  little  closer  to 
home,  on  January  26,  1904,  Mr.  Perkins  being  in  the  chair : 

Judge  Gary  reported  a  contract  with  the  International  Nickel  Co.  covering 
our  total  requirements  from  January  1,  1904,  to  December  31,  1909,  at  30  cents 
a  pound,  but  with  the  guaranty  that  the  price  shall  always  be  5  cents  a  pound 
less  than  on  sales  to  other  customers,  with  the  exception  of  the  Bethlehem 
Steel  Co.,  and  with  a  minimum  of  500,000  pounds  per  year. 

Mr.  Young.  That  is  to  purchase  ? 

The  Chairman.  That  is  to  purchase  500,000  pounds  per  year. 

Mr.  LiNDABURT.  A  purchase? 

The  Chairman.  A  purchase.  Do  you  know  what  consideration 
there  was  for  that  rebate  on  the  nickel  you  purchased  from  the  Inter- 
national Nickel  Co.? 

Mr.  Perkins.  I  have  no  recollection  of  it,  Mr.  Chairman. 
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The  Chairman.  You  used  that  nickel  in  making  armor  plate,  did 
you  not? 

Mr.  Perkins.  I  do  not  know. 

The  Chairman.  Could  other  armor  plate  companies  compete  with 
either  the  Bethlehem  Co.  or  your  company  if  there  was  a  difference 
of  5  cents  a  pound,  a  difference  of  20  per  cent  cheaper,  to  you,  on  the 
price  of  nickel  as  compared  with  the  price  to  other  purchasers  ? 

Mr.  Lindaburt.  I  must  object  to  that  question. 

The  Chairman.  I  want  to  see  the  effect  of  it  on  the  industry. 
Could  they  compete? 

Mr.  Perkins.  I  believe  you  can  find  other  witnesses  who  will  be  of 
much  more  service  to  you  on  that  than  I  can.  I  was  not  in  the  manu- 
facturing department  of  the  business. 

The  Chairman.  April  5,  1904 ;  present  Mr.  George  W.  Perkins  in 
the  chair,  Robert  Bacon. 

Recommended  that  the  subsidiary  companies  who  are  manufacturing  semi- 
finished products  do  not  sell  the  same  to  outsiders  in  competition  with  sub- 
sidiary companies  who  are  manufacturing  finished  products  from  such  semi- 
finished products  without  the  consent  of  the  subsidiary  company  interested. 

Do  you  remember  that? 

Mr.  Perkins.  No,  sir. 

The  Chairman.  Is  it  not  true  that  at  this  time  a  few  large  com- 
panies, especially  the  United  States  Steel  Corporation,  having  prac- 
tical control  of  the  raw  material,  called  a  meeting  of  the  presidents 
of  the  subsidiary  companies,  and  that  those  presidents  present,  after 
a  consultation,  agreed  to  suddenly  stop  selling  billets,  steel  billets 
especially,  to  various  concerns  that  were  making  wire  and  making 
nails  and  making  tubes  and  plates  and  thousands  of  other  things, 
and  that  as  a  result  they  were  bankrupted  by  the  wholesale  all  over 
Indiana  and  the  Middle  West  ?    Is  that  true  ? 

Mr.  Perkins.  When? 

The  Chairman.  Did  you  ever  hear  anything  about  that? 

Mr.  Perkins.  I  never  did ;  no,  sir. 

The  Chairman.  I  am  not  making  a  wild  guess.  Did  you  ever 
hear  of  the  Shelby  Tube  Co.  ?  Let  us  see  whether  it  is  funny  or  not. 
You  have  heard  of  the  Shelby  Tube  Co.  ? 

Mr.  Perkins.  I  know  there  is  such  a  company,  by  name. 

The  Chairman.  It  is  now  one  of  the  subsidiary  companies  of  the 
United  States  Steel  Corporation,  is  it  not  ? 

Mr.  Perkins.  I  believe  it  is. 

The  Chairman.  All  right.  It  was  the  holder  of  the  most  valuable 
patents  known  in  the  making  of  seamless  tubes,  was  it  not  ? 

Mr.  Perkins.  I  do  not  know. 

The  Chairman.  Did  not  the  National  Steel  Co.  or  some  other  sub- 
sidiary of  the  United  States  Steel  Co.  make  a  contract  with  the  Fed- 
eral Government  for  a  large  number  of  tubes  to  be  used  on  battle- 
ships ? 

Mr.  Perkins.  I  do  not  know. 

The  Chairman.  And  were  not  those  tubes  rejected? 

Mr.  Perkins.  I  do  not  know. 

The  Chairman.  And  was  not  that  contract  filled  by  the  Shelby 
Tube  Co.? 

Mr.  Perkins.  I  do  not  know. 
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Mr.  LiNDABUBY.  I  suggest  that  you  ask  Mr.  Schwab  about  these 
things,  who  knows  all  about  them,  and  not  Mr.  Perkins,  who  does 
not  know  anything  about  them. 

The  Chairman.  I  wish  to  question  the  witness  on  the  stand.  I 
would  not  assume  that  he  did  not  know  anything  about  these  matters 
I  am  asking  about. 

Mr.  LiNDABTiRY.  Mr.  Perkins  does  not  profess  to  know  anything 
about  the  manufacturing  end. 

The  Chairman.  I  am  not  talking  about  the  manufacturing  end, 
but  the  business  end.  I  am  asking  him  about  meetings  where  he  sat 
in  the  chair  and  presided  in  a  great  many  instances  and  their  policy 
as  to  competition.  I  would  not  doubt,  in  the  case  of  the  purchase  of 
a  $10,000,000  plant,  that  he  knew  about  it,  if  he  was  chairman  of  the 
finance  committee. 

Mr.  LiNDABURY.  You  are  not  asking  him  about  the  purchase  of  a 
$10,000,000  plant. 

The  Chairman.  I  am  leading  up  to  it.  Now,  I  will  ask  you,  Mr. 
Perkins,  if  the  Shelby  Tube  Co.  was  not  composed  of  various  large 
companies — for  instance,  the  Ellwood  Works,  of  Ellwood  City,  Pa., 
blanks,  400  gross  tons  annually,  and  seamless  drawn  tubes,  about 
6,000,000  feet  annually;  the  Greenville  Works,  at  Greenville,  Pa., 
blanks,  15,000  gross  tons  annually,  seamless  drawn  tubes,  10,000,000 
feet  annually;  the  Shelby  Works,  Shelby,  Ohio,  blanks,  15,000  gross 
tons  annually,  seamless  drawn  tubes,  10,000,000  feet  annually ;  of  the 
Toledo  Works,  Toledo,  Ohio,  blanks,  8,000  gross  tons  annually,  seam- 
Jess  drawn  steel  tubes,  3,000,000  feet  annually ;  the  Albany  Works,  of 
Albany,  Ind.,  cold  drawn  seamless  tubes,  5,000,000  feet  annually ;  and 
the  Hartford  Works,  Hartford,  Conn.,  cold  drawn  seamless  tubes, 
10,000,000  feet  annually?  Do  you  know  any  of  these  companies,  or 
their  capacity? 

Mr.  Perkins.  No,  sir. 

The  Chairman.  I  will  ask  you  if  it  is  not  true  that  this  company 
was  organized  by  men  of  some  wealth  and  that  its  properties,  its  com- 
mon stock  and  its  preferred  stock,  were  paid  in  dollar  for  dollar ;  do 
you  know  about  that? 

Mr.  Perkins.  No,  sir. 

The  Chairman.  Is  it  not  true  that  this  property,  worth  approxi- 
mately $10,000,000  or  $12,000,000,  suddenly  found  itself  face  to  face 
with  this  policy  of  your  company  not  to  sell  its  raw  materials,  and 
that  it  could  not  fill  its  contracts,  and  that  a  board  of  appraisers  was 
sent  down  there  to  look  over  the  property,  and  that  you  bought  it  for 
approximately,  say,  $2,000,000? 

Mr.  Perkins.  I  do  not  know,  but  I  do  know  that  it  never  has  been 
the  policy  of  the  Steel  Corporation  to  in  the  slightest  degree  embar- 
rass any  competitor  or  associate  in  business. 

The  Chairman.  This  company,  I  believe,  had  an  authorized 
issue  of  $15,000,000  of  stock,  of  which  $5,000,000  was  preferred  and 
$10,000,000  was  common  stock,  did  it  not  ? 

Mr.  Perkins.  I  do  not  know. 

The  Chairman.  It  did  not  own  its  own  mines  or  make  its  own 
billets ;  you  know  that,  do  you  not  ? 

Mr.  Perkins.  No,  sir ;  I  do  not. 

The  Chairman.  I  want  to  call  your  attention  to  some  statements 
here  in  the  minutes. 
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Mr.  LiNDABUKT.  With  respect  to  that  m»tter  ? 

The  Chairman.  Yes. 

Mr.  LiNDABXJET.  Will  you  pardon  me,  Mr.  Chairman,  if  I  say 
that  you  spoke  to  me  about  this  matter  two  or  three  weeks  ago,  and 
I  told  you  who  would  explain  it  all,  and  I  think  you  ought  to  not 
read  these  minutes  into  the  record  with  your  interpretation  of 
them  to  a  witness  who  does  not  know  anything  about  them,  instead 
of  to  a  witness  who  could  instantly  make  the  explanation. 

The  Chairman.  I  would  be  delighted  to  have  Mr.  Schwab  tell  me 
about  it. 

Mr.  LiNDABUEY.  I  will  produce  not  only  one  but  many  witnesses 
who  will  tell  you  all  about  it. 

Mr.  Perkins.  It  will  be  a  great  accommodation  to  me,  Mr.  Chair- 
man, and  it  will  save  my  time. 

Mr.  Gardner.  In  the  meantime  you  put  into  the  record,  and  it 
goes  into  the  newspapers,  a  lot  of  matter  including  questions  which 
you  put  into  the  form  of  statements  that  go  unanswered,  when  the 
Steel  Corporation  tells  you  that  they  have  not  got  their  witnesses 
here.    I  think  there  is  great  force  in  Mr.  Lindabury's  statement. 

The  Chairman.  But  not  with  reference  to  things  that  appear 
from  the  minutes  of  the  Steel  Corporation,  where  Mr.  Perkins  pre- 
sided or  took  part. 

Mr.  LiNDABURr.  The  reasons  for  the  manufacturing  or  business 
transaction  I  have  told  the  chairman  will  be  explained  by  the  wit- 
nesses who  took  part  in  it,  and  can  explain  it,  whenever  he  tells  me 
to  bring  them. 

The  Chairman.  I  would  be  glad  to  have  them  come. 

Mr.  Perkins.  I  will  be  glad  to  answer  anything  I  can,  but  I  do 
not  know  about  this. 

Mr.  LiNDABURY.  I  am  not  accusing  you,  Mr.  Chairman,  but  I  am 
now  suggesting  that  it  is  not  fair  to  us. 

The  Chairman.  I  do  not  want  to  do  anything  that  is  unfair. 

Mr.  LiNDABURY.  That  is  what  I  know. 

Mr.  Perkins.  I  have  been  here  quite  awhile,  and  I  have  engage- 
ments that  have  been  standing  a  long  time  and  other  engagements 
that  are  pressing. 

The  Chairman.  These  questions  about  these  other  companies  1 
will  ask  of  some  other  witnesses,  but  I  want  to  get  through  with  this 
while  I  am  at  it. 

Mr.  LiNDABURY.  Do  you  not  want  to  read  something  in  the  record 
that  ought  not  to  go  in  until  there  is  some  one  who  can  go  on  and 
explain  it? 

The  Chairman.  No. 

Mr.  Gardner.  I  move  that  we  go  into  executive  session. 

Mr.  Bartlett.  About  what? 

INIr.  Littleton.  Who  presided  at  these  meetings? 

,  '^Kf  ""A™^'^?-^'^^  ^""""^  °^  ^^^™  ^^"^^  Perkins  and  at  some  of 
them  Mr.  Gary  did. 

ISIr.  Littleton.  Does  it  appear  that  the  witness  was  present? 

The  Chairman.  At  some  of  those  meetings  he  was  and  at  some  he 

was  not. 

Mr.  Danforth.  What  meetings  are  those? 

The  Chairman.  Meetings  of  the  finance  committee. 
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Mr.  DANroETH.  The  rest  of  us  do  not  appear  to  have  as  much 
knowledge  of  these  things  as  the  chairman  has. 

The  Chairman.  That  is  probably  so.  I  went  to  New  York  and 
spent  two  or  three  days  reading  these  minutes. 

Mr.  Young.  Would  it  not  be  proper  to  put  in  these  minutes  now, 
if  we  wanted  to,  and  then  defer  the  examination  of  them  unitl  we 
have  some  witness  who  knows  something  about  it?  Of  course  these 
minutes  are  perfectly  proper  to  go  in  as  a  part  of  the  examination. 

Mr.  LiNDABURY.  If  they  go  in  without  comment  or  examination 
upon  them,  I  do  not  object  to  that. 

Mr.  Gaednee.  But  the  way  you  put  the  questions,  Mr.  Chairman, 
with  the  assumptions  that  you  were  putting  it,  it  did  not  strike  me 
as  fair,  in  view  of  the  fact  that  there  is  no  witness  here  who  can 
answer  them. 

Mr.  Littleton.  I  think  the  Chairman  would  have  a  perfect  right 
to  say  to  this  witness — the  chairman  of  the  finance  committee  and  a 
member  of  the  corporation,  after  having  drawn  his  attention  to  the 
Shelby  Tube  Co.  or  some  particular  company  of  that  sort  so  as  to 
get  before  him  a  picture  of  what  he  was  talking  about:  Is  it  not  a 
fact  that  you  provided  that  you  would  not  sell  to  the  Shelby  Tube 
Co.,  or  that  you  took  over  the  Clairton  Co.  and  did  not  allow  that 
company  to  make  and  sell  billets?  Then  if  the  witness  did  not 
remember  it,  it  would  have  two  effect :  First,  to  test  the  recollection  of 
the  witness,  and  if  his  recollection  failed,  it  would  not  be  the  fault 
of  the  chairman  of  the  committee. 

Mr.  GrAEDNEE.  Is  it  fair  to  continually  ask  questions  like  this:  Do 
you  not  know  it  to  be  a  fact  that  these  companies  which  at  that  time 
had  a  practical  monopoly  of  the  raw  material,  did  so  and  so,  and 
so  and  so,  and  that  they  put  out — that  they  absorbed — something  that 
had  10,000  shares,  and  another  thing  that  had  9,000?  The  only 
answer  that  the  witness  can  give  is  "  I  do  not  know,"  and  he  is  preju- 
dicing himself  before  the  public  in  the  headlines  of  the  newspapers 
every  time  he  says  it ;  and  therefore  it  is  unfair,  and  I  move  you  that 
we  go  into  executive  sesion  and  discuss  it. 

Mr.  Baetlett.  Do  you  object  to  the  question? 

Mr.  Gaednee.  I  have  objected  to  all  of  these  questions. 

The  Chaieman.  The  chairman  would  prefer  not  to  go  into  an 
executive  session. 

Mr.  Gaednee.  Then,  I  raise  the  point  that  it  is  1  o'clock  and  after, 
and  it  is  a  standing  order  that  we  adjourn  at  that  time. 

The  Chaieman.  I  hope  you  will  bear  with  me.  The  chair  is  en- 
deavoring to  be  just,  above  all  things. 

Mr.  Gaednee.  That  is  what  I  am  endeavoring  to  be. 

The  Chaieman.  And  I  am  quite  certain  that  upon  second  thought 
the  gentleman  from  Masachusetts  will  believe  that  I  am.  I  am  cer- 
tainly of  opinion  that  he  would  not  be  deliberately  unjust  or  deliber- 
ately offensive.  The  statement  of  the  gentleman  that  the  chairman 
is  unfair  is,  in  my  opinion,  unwarranted  by  anything  that  the  chair 
has  done,  and  I  hope  that  criticism  of  that  kind  may  be  made,  in 
future,  after  we  go  into  executive  sesion  and  not  before,  because  that 
sort  of  statements  go  into  the  newspapers,  as  well  as  the  questions 
of  the  chair. 

Mr.  Gaednee.  I  agree  with  you. 
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The  Chairman.  The  hour  of  adjournment  having  arrived,  the 
committee  will  take  a  reces  until  half-past  2. 

(At  1.15  o'clock  p.  m.  the  committee  took  a  recess  until  2.30  o'clock 
p.  m.) 

AFTER  EECESS. 

At  the  expiration  of  the  recess  the  committee  resumed  its  session. 

STATEMENT  OF  MR.  GEORGE  W.  PERKINS— Continued. 

The  Chairman.  Mr.  Perkins,  I  find  this  statement  in  the  minutes 
of  the  meeting  of  the  executive  committee  of  April  20,  1901 : 

"The  president — 

That  is,  Mr.  Gary— 
"reports  advices  from  Mr.  Miller,  of  the  Shelby  Tube  Co.,  of  the  entire  suc- 
cess of  certain  experiments  instituted  at  the  request  of  Mr.  Schwab,  with 
the  view  of  making  a  tube  to  compete  with  the  lap-welded  tube  for  pipe. 
Under  the  arrangement,  Mr.  Schwab  was  to  pay  ,$2.5,000,  for  the  experimental 
costs,  for  which  he  would  be  entitled  to  all  information  as  to  the  process.  The 
discussion  then  took  the  direction  of  the  advantages  or  otherwise  of  a  com- 
bination or  understanding  with  the  Shelby  people.  Mr.  Converse  stated  that 
the  Shelby  and  the  National  Tube  Cos.  are  the  only  makers  of  seamless  tube. 
The  chairman  suggested  that  inasmuch  as  we  are  entitled  to  this  information 
regarding  the  new  process,  the  president  might  say  that  we  would  like  to  have 
it;  and  that  we  would  be  glad  to  carefully  consider  the  purchase  of  their  com- 
pany, it  being  clearly  understood  in  advance  that  we  were  committed  to  no 
proposition,  but  for  the  purpose  of  Imowing  whether  he  would  care  to  recom- 
mend, the  president  desired  very  full  information  as  to  the  company  and  its 
business.  It  was  finally  recommended  by  the  committee  that  the  president  of 
this  company  advise  a  representative  of  the  National  Tube  Co.,  through  its 
president,  and  one  from  the  Carnegie  Co.,  to  examine  the  plant,  look  the  whole 
matter  over  and  make  report  to  the  president  of  this  company. 

Do  you  know  anything  about  that  transaction? 

Mr.  Perkins.  I  do  not,  sir.    What  year  did  you  say  ? 

The  Chairman.  1901. 

Mr.  Perkins.  That  was  10  years  ago. 

The  Chairman.  Yes. 

Mr.  Perkins.  No,  sir. 

Mr.  LiNDABURT.  I  think  the  witness  was  not  present  then. 

The  Chairman.  No.  If  he  does  not  know,  I  do  not  want  to  ask 
anything  about  it.    He  says  he  does  not  know. 

Mr.  LiNDABURT.  I  only  wanted  to  know  whether  it  appeared  that 
he  was  present  or  not. 

The  Chairman.  Do  you  know  who  would  be  liable  to  know  about 
that;  who  would  have  any  actual  knowledge  about  it,  in  the  com- 
pany ? 

Mr.  Perkins.  I  should  think  Mr.  Schwab  would  know. 

Mr.  LiNDABURT.  Mr.  Schwab  would  know. 

Mr.  Perkins.  He  was  the  president  then. 

Mr.  Sterling.  I  think  he  testified  something  about  that. 

The  Chairman.  If  you  will  communicate  with  Mr.  Schwab  I 
would  be  very  glad  to  ask  him  about  that  to-morrow.  I  think  we 
would  have  time  to  do  so.  I  am  very  anxious  to  get  this  matter 
thrashed  out  while  we  are  at  it. 

I  also  find  this  statement: 

The  president  stated  that  the  Carnegie  Steel  Co.  had  a  contract  with  the 
Shelby  Tube  Co.  to  supply  it  with  steel;  tha'  "• 
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the  Carnegie  Co.,  inasmucli  as  tlie  latter  could  so  arrange  the  price  of  steel 
that  it  would  be  rather  difficult  for  the  Shelby  Co.  to  continue  in  business. 
The  chairman  expressed  the  opinion  that  he  would  a  great  deal  rather  have 
that  company  in  business  under  our  control  than  to  absorb  it.  The  committee 
Instructed  the  president  to  take  up  the  matter  with  Mr.  Miller,  without  com- 
mitting himself. 

Do  you  know  anything  about  that  transaction  ? 

Mr.  Perkins.  No,  sir. 

The  Chaieman.  Do  you  know  whether  the  Shelby  Tube  Co.  was 
ever  under  the  control  of  the  United  States  Steel  Corporation  ? 

Mr.  Perkins.  I  do  not  recall. 

The  Chairman.  Or  was  absorbed  by  it? 

Mr.  Perkins.  I  do  not  recall  even  that,  from  memory. 

Mr.  LiNDABURT.  The  contract  referred  to  there — perhaps  it  ap- 
pears— was  one  that  was  made  before  the  Steel  Corporation  was 
formed.    I  do  not  know  whether  that  appears  or  not. 

The  Chairman.  The  date  of  this  is  April  20.  That  was  the  con- 
tract with  the  Carnegie  Co. 

Mr.  LiNDABURT.  That  was  made  before  the  Steel  Co.  was  formed. 

The  Chairman.  Yes. 

I  find  this  statement  in  the  minutes  of  the  United  States  Sta^.l 
Corporation  of  July  30,  1901 

Mr.  Perkins.  Of  course,  Mr.  Chairman,  you  are  back  now  of  evj<i 
a  membership  on  my  part  on  that  committee. 

The  Chairman.  Were  you  a  director  of  the  Steel  Corporation  at 
that  time? 

Mr.  Perkins.  No,  sir;  not  even  a  director. 

The  Chairman.  It  says: 

The  president  reported  in  a  general  way  the  result  of  an  interview  had  with 
Mr.  Miller,  of  the  Shelby  Tube  Co.  Mr.  Schwab  believes  it  is  not  at  present 
feasible  to  make  any  division  of  the  business  of  the  National  and  Shelby  Tnbe 
Cos.  Upon  the  question  of  the  acquisition  of  the  property  of  .that  company, 
the  president  stated  that  the  stock  outstanding  amounted  to  $8,000,000  of  common 
and  $5,000,000  preferred  stock.  He  also  gave  figures  showing  the  business 
transacted  by  the  Shelby  Co.  He  is  impressed  with  its  earning  capacity, 
and  believes  that  under  our  control  it  would  net  about  50  per  cent.  He  rather 
thinks  that  the  whole  property  could  be  purchased  for  about  $3,500,000.  Mr. 
Converse  stated  that  it  is  the  only  real  live  competitor  the  National  Tube  Co. 
has,  and  that  between  the  two  companies  all  the  patents  for  seamless  tubing 
manufacture  are  owned.  The  president  suggested  that  if  the  purchase  was 
made,  it  might  be  done  by  giving  stock  of  the  United  States  Steel  Corporation 
in  exchange  for  stock  of  the  Shelby  Co.,  and  he  would  propose  one 
share  of  preferred  stock  for  two  shares  of  preferred  Shelby  stock ;  one  share 
of  common  stock  for  five  shares  of  Shelby  common  stock.  Mr.  Converse  esti- 
mated that  the  properties  of  the  Shelby  Tube  Co.  had  cost  about  $4,000,000, 
and  thinks  very  well  of  such  a  purchase  if  it  can  be  made  at  a  price  named  by 
the  president  and  effected  through  exchange  of  the  stock.  The  chairman  sug- 
gested that  the  president  of  this  company  take  up  the  matter  again  with  the 
Shelby  people  simply  on  the  basis  of  an  intermediary  with  the  intimation  that 
the  president  does  not  know  what  can  be  done,  but  will  see,  etc.  Mr.  Converse 
stated  that  if  Mr.  Schwab  can  effect  such  a  deal,  it  is  a  very  good  one,  and 
that  this  committee  should  then  recommend  it  to  the  finance  committee.  The 
president  stated  that  he  would  have  another  interview  with  Mr.  Miller  on  the 
lines  of  the  above,  and  would  report  later. 

You  were  a  member  of  the  finance  committee  ? 
Mr.  Perkins.  What  is  the  date,  if  you  please,  of  that  ? 
The  Chairman.  When  did  you  become  a  member  of  the  finance 
committee  ? 
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Mr.  Perkins.  I  do  not  remember  the  exact  date.  It  is  a  matter  of 
record.  Would  you  mind  giving  me  the  date  of  what  you  have  just 
read? 

The  Chairman.  April  30, 1901. 

Mr.  Perkiks.  I  think  I  have  just  told  you  that  I  was  not  even  a 
member  of  the  board  then. 

The  Chairman.  When  did  you  become  a  member  of  the  finance 
committee  ? 

Mr.  Perkins.  The  records  will  show.    I  do  not  remember  exactly. 

The  Chairman.  I  think  it  was  about  1902,  was  it  not? 

Mr.  Perkins.  Something  like  that.    The  records  will  show. 

The  Chairman.  I  believe  you  said  that  three  or  four  months  after 
the  corporation  was  formed  you  became  a  member? 

Mr.  Perkins.  Several  months  after. 

The  Chairman.  The  minutes  of  the  executive  committee  show  that 
this  matter  was  to  be  referred  to  the  finance  committee.  Were  these 
matters  ever  referred  to  the  finance  committee  while  you  were  a  mem- 
ber of  it? 

Mr.  Perkins.  I  presume  the  minutes  of  the  finance  committee 
which  you  have  will  show  that,  Mr.  Chairman. 

Mr.  LiNDABTjRT.  I  do  not  recall. 

Mr.  Gardner.  Did  you  not  testify  here  that  you  went  on  the  board 
three  months  after  its  organization  ? 

Mr.  Perkins.  Yes. 

Mr.  Gardner.  Did  you  go  on  the  finance  committee  at  the  same  time 
you  went  on  the  board  ? 

Mr.  Perkins.  I  do  not  recollect.     I  do  not  think  I  did. 

The  Chairman.  I  think  the  minutes  show  that  at  an  earlier  meet- 
ing of  the  finance  committee  Mr.  Perkins  was  secretary. 

Mr.  Gardner.  His  testimony  in  answer  to  my  question  yesterday 
was  that  he  went  on  to  the  board. 

Mr.  LiNDABURT.  He  would  not  be  eligible  for  membership  on  the 
finance  committee  unless  he  was  a  member  of  the  board. 

Mr.  Gardner.  I  understand;  but  my  question  was  whether  he  be- 
came a  member  of  the  finance  committee  immediately  on  going  on  the 
board. 

Mr.  Bartlett.  I  think  Mr.  Perkins  stated  that  he  became  a  mem- 
ber of  the  finance  committee  about  May  1,  1901. 

Mr.  Perkins.  We  can  get  that.    I  do  not  recollect. 

The  Chairman.  This  will  settle  it  [reading] : 

May  29, 1901. 
At  a  meeting  of  tlie  finance  committee  of  tlie  United  States  Steel  Corporation 
held  this  day  there  were  present  Mesi^rs.  Bacon,  Ream,  Rogers,  Schwab,  Gary; 
Mr.  Perkins  acting  as  secretary 

Mr.  Perkins.  Excuse  me.    That  was  May  29,  when  ? 
Mr.  Bartlett.  1901. 
The  Chairman.  1901. 

Mr.  Perkins.  Then  of  course  I  was  not  a  member  of  the  committee 
then. 

The  Chairman.  You  were  acting  as  secretary  ? 

Mr.  Perkins.  Yes;  but  I  was  not  a  member  of  the  committee. 

The  Chairman  (reading) : 

The  minutes  of  the  previous  meeting  were  read  and  approved.  The  president 
presented  the  question  of  purchasing  the  Sbpih'^  rp„K„  n.-~ — ,,4^,^^.^  ^v--   ■• 
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exeoutive  committee  recommended  such  a  purchase.  After  considerable  di=!- 
cussion,  on  motion  of  Mr.  Rogers,  seconded  by  Mr.  Ream,  the  president  was 
given  power  to  purchase  on  the  terms  he  named  with  power.  On  motion  of 
Mr.  Rogers,  seconded  by  Mr.  Ream,  the  recommendation  of  the  executive  com- 
mittee that  the  several  coke  companies  be  allowed  to  consolidate  under  the 
Fnck  Coke  Co.  was  adopted,  etc. 

Geobge  W.  Perkins,  Acting  Secretary. 

_  It  says  that  these  things  were  decided  in  this  meeting  after  con- 
siderable discussion.  During  that  considerable  discussion  were  these 
matters  that  are  mentioned  and  recorded  in  the  minutes  of  this  execu- 
tive committee  discussed  there? 

Mr.  Perkins.  I  can  not  pretend  to  remember  that.  It  is  nearly  11 
years  ago. 

The  Chairman.  I  understand;  but  I  will  say  to  Mr.  Gardner 
that  at  the  beginning  it  would  seem  as  if  I  was  asking  the  gentleman 
about  somthing  that  he  was  not  cognizant  of ;  but,  finding  this  report 
here,  that  this  matter  was  discussed  while  Mr.  Perkins  was  acting  as 
secretary,  and  knowing  that  he  was  a  very  intelligent  business  man, 
and  Icnowing  the  importance  of  the  transaction,  I  assumed  that  he 
would  remember  the  circumstances. 

Mr.  Gardner.  Does  the  chairman  put  that  in  the  form  of  an  in- 
terrogation to  me? 

The  Chairman.  No  ;  it  is  explanatory  to  my  friend. 

Mr.  Perkins,  are  you  still  president  of  the  International  Harvester 
Co.,  or  what  position  do  you  hold  in  that  company? 

Mr.  Perkins.  I  am  not  and  never  have  been  president.  I  am  a 
member  of  the  board  and  a  member  of  its  finance  committee  and 
chairman  of  the  finance  committee. 

The  Chairman.  I  find  here  at  a  meeting  of  the  board  of  directors 
on  June  26, 1906,  a  statement  by  Judge  Gary  to  this  effect. 

You  also,  perhaps,  saw  a  statement  in  the  newspapers  this  morning  that  the 
Government  was  making  an  investigation  of  the  United  States  Steel  Corpora- 
tion ;  and  that  Mr.  Smith,  one  of  the  deputies  in  the  commissioner's  depart- 
ment, had  testified  before  a  committee  to  that  effect.  I  have  no  doubt  the  dep- 
uty did  make  the  statements  which  were  published.  At  the  last  session  of 
Congress  a  resolution  was  passed  by  both  Houses  asking  the  commissioner  to 
investigate  the  United  States  Steel  Corporation. 

I  may  be  mistaken,  but  I  can  find  no  record — it  may  be  that  some 
other  members  of  the  committee  have  been  able  to — of  a  resolution 
to  investigate  the  Steel  Corporation.  I  find  a  resolution  to  investi- 
gate the  affairs  of  the  International  Harvester  Co.  Was  that  or  not 
the  resolution  to  which  he  referred  ?    Do  you  know  about  that  ? 

Mr.  Perkins.  It  is  inconceivable  to  me  that  the  minutes  of  the 
committee  is  otherwise  than  correct. 

The  Chairman.  It  may  be  that  it  was  just  a  misapprehension  on 
Judge  Gary's  part ;  but  I  thought  it  was  possible 

Mr.  Perkins.  It  would  not  be  possible  for  him  to  have  referred 
to  the  Steel  Corporation  in  the  Steel  minutes  when  he  meant  some 
other  corporation  with  which  the  Steel  Co.  had  no  possible  connec- 
tion. 

Mr.  Steeling.  He  is  speaking  of  what  he  saw  in  the  newspapers. 

Mr.  Perkins.  I  understood  him  to  be  reading  to  me  from  the 
minutes  of  the  committee. 
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Mr.  Bartlett.  But  Judge  Gary  suggested  that  in  the  meeting. 
He  says: 

Perhaps  you  have  noticed  in  the  newspapers. 

Is  not  that  the  fact? 

The  Chairman.  Judge  Gary  said : 

You  also,  perhaps,  saw  a  statement  in  the  newspapers  this  morning  that  the 
Government  was  mailing  an  investigation  of  the  United  States  Steel  Corpora- 
tion. 

Mr.  Bartlett.  He  based  it  on  a  newspaper  report. 

Mr.  Perkins.  It  has  often  been  stated  in  the  press,  of  course,  that 
they  were  investigating  the  Steel  Co. 

The  Chairman.  I  do  not  find  anywhere  in  the  record  any  resolu- 
tion to  investigate  the  United  States  Steel  Corporation.  I  do  find 
about  this  time  a  resolution  introduced  by  Senator  Hansbrough  to 
investigate  the  affairs  of  the  Harvester  Co. 

Mr.  Perkins.  Well,  of  course  it  would  be  all  speculation  and  opin- 
ion on  that  subject. 

The  Chairman.  He  says: 

The  commissioner  did  not  pay  any  attention  to  that  resolution,  but  soon  after 
Congress  adjourned  he  did  appear  at  this  office  and  stated  that  he  believed  it 
was  his  duty  to  linow  generally,  perhaps  in  detail,  about  our  business,  about 
our  corporation,  its  capital  stock,  its  liabilities,  its  assets,  the  amount  of  its 
business,  etc. 

He  says : 

I  am  making  this  explanation — 

And  there  is  a  lot  of  this  that  I  do  not  care  to  read — about  furnish- 
ing information— 

I  am  making  this  explanation  because  you  are  interested  in  it  and  because 
you  may  be  more  or  less  disturbed  without  reason.  The  finance  committee  has 
been  in  close  touch  and  constant  communication  with  Commissioner  Garfield. 

Mr.  Perkins,  did  you  come  here  to  Washington  at  that  time  to  see 
Commissioner  Garfield  about  this  Hansbrough  resolution? 

Mr.  Perkins.  No,  sir. 

The  Chairman.  Did  you  come  to  Washington  and  see  Mr.  Herbert 
Knox  Smith  about  that  resolution? 

Mr.  Perkins.  No,  sir. 

The  Chairman.  Did  you  go  with  either  one  of  them  to  see  the 
President  ? 

Mr.  Perkins.  No,  sir. 

The  Chairman.  I  believe  that  on  the  finance  committee  of  the 
United  States  Steel  Corporation  there  were  Elbert  H.  Gary,  George 
F.  Baker,  George  W.  Perkins,  Norman  B.  Ream,  and  J.  Pierpont 
Morgan,  jr. ;  and  on  the  finance  committee  of  the  International  Har- 
vester Co.  there  were  George  W.  Perkins,  Greorge  F.  Baker,  Elbert  H. 
Gary,  and  Norman  B.  Ream.  That  is  true  at  the  present  time,  is  it 
not? 

Mr.  Perkins.  It  is;  yes,  sir. 

The  Chairman.  Your  finance  committee — not  your  board  of  di- 
rectors; there  is  quite  a  number  of  them — is  composed  of  six  men, 
four  of  whom  are  on  the  finance  committee  of  the  United  States  Steel 
Corporation.    Is  that  correct? 

Mr.  Perkins.  Yes,  sir.  Is  it  your  intention  to  rest  that  question 
right  there,  Mr.  Chairman? 
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The  Chairman.  Oh,  no.  I  am  moving  slowly  and  quietly,  because 
the  chairman  has  had  about  90  days  of  this  and  is  not  very  chipper. 

Mr.  Perkins.  I  thought  perhaps  you  had  finished  with  that.  If  so, 
I  would  have  liked  to  have  made  a  statement. 

The  Chairman.  Did  you  ever  see  a  report  made  by  Mr.  Townsend 
to  the  Attorney  General  touching  the  affairs  of  the  International  Har- 
vester Co.? 

Mr.  Perkins.  I  have  seen  references  to  it  as  published  in  the  press. 

The  Chairman.  I  will  say  here  that  at  a  meeting  of  this  com- 
mittee I  offered  for  the  inspection  of  the  Attorney  General  a  copy, 
a  mere  memorandum,  that  I  had  secured,  giving  what  purported  to 
be  a  copy  of  that  report.  Mr.  Townsend,  of  course,  knew  nothing 
about  the  fact  that  I  had  the  copy,  or  how  I  procured  it.  I  had 
heard  that  there  was  such  a  report  in  existence,  and  I  got  a  copy 
of  it  as  best  I  could.  I  received  a  letter  from  the  Attorney  General, 
which  it  is  not  necessary  to  put  into  the  record,  stating  that  it  was 
a  true  copy;  and  I  have  the  same  report  here.  At  least,  it  looks  like 
the  same  one.     I  have  compared  it,  and  it  is  the  same.     He  says : 

United  States  of  America, 

Department  of  Jitstice, 

Washington,  D.  C. 
Pursuant  to  section  882  of  the  Revised  Statutes  I  hereby  certify  that  the  an- 
nexed paper  Is  a  true  copy  of  a  document  on  file  iu  the  Department  of  Justice. 
In  witness  whereof  I  hereunto  set  my  hand  and  cause  the  seal  of  the  Department 
of  Justice  to  be  afiixed  on  the  day  and  year  above  vsritten. 

Geoege  W.  Wickebsham, 

Attorney  General. 
Mr.  LiNDABURT.  I  presume  I  recorded  my  objection  at  the  time, 
evidence? 

The  Chairman.  I  am  stating  that  that  is 

Mr.  LiNDABURT.  But  I  say,  do  I  understand  you  are  putting  it  in 
evidence  ? 

The  Chairman.  This  report  has  already  been  printed  in  the  hear- 
ing, and  I  do  not  think  it  is  necessary  to  reprint  it.  I  just  state 
that. 

Mr.  LiNDABURT.  I  presume  I  recorded  my  objection  at  the  time. 
I  do  not  remember,  but  I  must  have  done  so,  if  I  was  not  asleep. 

The  Chairman.  In  that  report  of  Mr.  Townsend  1  find  this  state- 
ment on  page  34 : 

I  was  surprised  to  learn  while  investigating  this  subject  that  the  "  Steel 
Trust"  refunds  to  harvester  companies  $3  per  ton  for  all  steel  used  in  the 
manufacture  of  machinery  exported,  thus  giving  the  same  result  as  if  the  steel 
had  been  imported,  the  Import  duty  paid,  and  afterwards  refunded  under  the 
drawback  law,  indicating  that  steel  can  be  profitably  produced  in  this  country 
and  sold  at  the  foreign  price.  This  justifies  a  small  difference  between  the 
domestic  and  foreign  prices,  but  it  would  amount  to  only  a  few  cents  for  each 
machine  and  in  no  way  explains  the  difference  indicated  above. 

Do  you  know  anything  about  that  practice — whether  such  a  prac- 
tice exists  ? 

jMr.  Perkins.  Mr.  Chairman,  the  Townsend  report,  so  called,  to 
which  you  refer,  when  introduced  a  few  days  ago,  was  looked  over 
by  the  general  counsel  of  the  International  Harvester  Co.  It  is 
grossly  inaccurate  in  almost  every  statement ;  and  the  general  counsel 
has  prepared  a  detailed  answer  to  the  various  points  made,  and  I 
would  like  permission  to  introduce  that  answer  as  evidence  at  this 
time.    It  covers  that  point  as  well  as  the  other  points  in  the  report. 
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The  Chairman.  The  general  counsel  can  appear  before  this  com- 
mittee and  be  sworn  and  cross-examined. 

Mr.  Perkins.  That  is  my  request. 

The  Chairman.  I  would  not  want  to  incorporate  into  the  record  a 
statement  of  that  kind. 

Mr.  Perkixs.  That  is  mv  request.     He  is  here. 

Mr.  Sterling.  Could  you  adopt  it  as  your  own  statement?  Are 
you  familiar  with  the  facts  so  that  you  could  adopt  it  as  your  own 
statement,  and  make  it  your  own  statement? 

Mr.  Perkins.  I  am  only  familiar  with  it  as  I  have  gone  over  it  in 
Washington  with  the  general  counsel,  who  is  familiar  with  it,  and 
who  is  here,  and  who  has,  at  considerable  pains,  carefully  prepared 
this  statement  in  order  that  you  might  have  it. 

The  Chairman.  I  would  be  more  than  pleased  to  examine  anybody 
who  can  talk  about  the  Townsend  report;  but  I  would  want  to 
swear  him. 

Mr.  Perkins.  The  best  witness  would  be  Mr.  Bancroft,  who  is  here, 
and  who,  as  I  say,  has  taken  great  pains  to  give  you  complete  infor- 
mation on  this  matter.     I  should  like  to  introduce  it. 

The  Chairman.  I  should  be  more  than  pleased  to  talk  to  Mr.  Ban- 
croft about  it. 

Mr.  Perkins  Thank  you  very  much. 

The  Chairman.  Mr.  Townsend  makes  this  statement  in  1906: 

The  International  Harvester  Co.  sells  to  the  foreign  trade  at  a  cheaper  price 
than  to  the  domestic  trade.  It  sells  machines  of  all  kinds  for  export,  delivered 
at  New  York,  at  the  same  price  for  which  they  are  sold  to  domestic  purchasere 
f.  .0.  b.  Chicago.     This  makes  a  difference  of  from  $6  to  $10  per  machine. 

Do  you  know  anything  about  that? 

Mr.  Perkins.  It  so  happens,  Mr.  Chairman,  that  I  have  in  my 
hand  a  memorandmn  on  that  subject  that  Mr.  Bancroft  handed  to 
me.     I  knew  of  it  in  a  general  way,  but  this  makes  it  accurate: 

Domestic  and  foreign  prices  to  the  farmer  on  six-foot  binders — 

That  is  the  standard  to  which  other  prices  are  regulated — 

In  the  United   States,   $125;    Great   Britain,   $135;    France,  $173;    Germany, 
$203;  Denmark,  $167;  Sweden,  $160;  South  Russia,  $168;  North  Russia,  $180. 

Those  figures,  Mr.  Chairman,  you  can  verify  from  the  daily  con- 
sular trade  reports,  on  file  with  the  Government  at  Washington. 

The  Chairman.  That  report  is  of  what  date? 

Mr.  Perkins.  February.  1909,  March,  1909,  and  April,  1909. 

The  Chairman.  Do  you  know  whether  that  condition  existed  in 
1907  at  the  time  of  the  filing  of  this  report,  or  not? 

Mr.  Perkins.  That  has  been  the  general  practice  right  along. 
There  has  been  no  change  in  the  policy. 

Mr.  Sterling.  Have  you  the  prices  in  Soutli  American  countries 
there  ? 

Mr.  Perkins.  I  do  not  happen  to  have  them  here;  but  that  policy 
prevails  all  over  the  world. 

The  Chairman.  Will  you  read  me  the  first  part  of  that  again? 

Mr.  Perkins.  With  pleasure. 

United  States,  $125 ;  Great  Britain 

The  Chairman.  I  mean  the  price  to  whom.    To  whom  is  it  ? 

Mr.  Perkins.  I  beg  your  pardon. 

The  Chairman.  The  prices  to  the  farmers,  did  you  say  ? 
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Mr.  Perkins.  That  is  the  price  of  the  United  States  Steel  Cor- 
poration. I  beg  your  pardon;  I  mean  the  International  Harvester 
Co.    These  are  the  prices  in  these  various  countries. 

The  Chairman.  Prices  to  the  farmers? 

Mr.  Perkins  (reading)  : 

Domestic  and  foreign  prices  on  6-foot  binders  to  the  farmer. 

Mr.  Gardner.  Let  us  hear  that  again.  Domestic  and  foreign  prices 
to  whom? 

Mr.  Perkins.  To  the  farmers,  on  6-foot  binders — which  is  the 
standard. 

The  Chairman.  Do  you  know  what  they  sell  them  at  to  jobbers  and 
wholesalers  in  those  countries? 

Mr.  Perkins.  No,  sir;  we  are  moving  all  the  while  in  that  com- 
pany toward  a  direct  selling  organization. 

llie  Chairman.  With  the  exception  of  Great  Britain,  do  those 
countries  charge  a  duty  on  these  machines? 

Mr.  Perkins.  I  am  not  up  on  what  the  tariff  regulations  are.  That 
is  a  very  complicated  question,  and  some  other  officer  would  have  to 
testify  as  to  that.  This  is  the  fact  as  to  the  actual  prices,  however, 
and  I  hope  it  will  answer  the  annual  and  ever-recurring  statement 
that  the  International  sells  cheaper  abroad  than  it  does  at  home. 

Mr.  Gardner.  I  do  not  know  that  it  has  anything  to  do  with  the 
subject  that  you  are  investigating,  but  I  would  like  to  know  whether 
those  prices  include  the  cost  of  packing  and  transportation.  They  do, 
do  they  not?  The  duty  is  paid,  and  everything,  to  the  farmers' 
hands  ? 

Mr.  Perkins.  Yes ;  I  should  say  that  must  be  so. 

Mr.  Gardner.  Have  you  any  idea  of  the  cost  of  packing  and  trans- 
portation to  those  various  countries  ? 

Mr.  Perkins.  No,  sir ;  I  have  not. 

Mr.  Gardner.  I  do  not  know  that  it  has  anything  to  do  with  the 
present  investigation ;  but  I  ask  because,  it  is  a  matter  ef  interest. 

Mr.  Perkins.  No  ;  but  I  think  it  is  very  evident  that  the  price  is  so 
vastly  different  that  it  would  easily  cover  anything  like  that. 

Mr.  Gardner.  I  do  not  know.  I  thought  perhaps  you  could  give 
us  the  information. 

Mr.  Sterling.  The  International  Harvester  Co.  gets  just  as  much 
for  a  machine  sold  in  the  United  States  as  it  gets  for  a  machine  sold 
in  England,  Germany,  or  Russia  ? 

Mr.  Perkins.  Yes,  sir.  Your  idea  is  that  we  get  as  much  free  on 
board,  for  instance,  at  Chicago? 

Mr.  Sterling.  Yes. 

Mr.  Perkins.  That  is  the  policy  of  the  company— as  nearly  as 
possible  to  do  just  that. 

Mr.  Sterling.  You  get  just  the  same  f .  o.  b.  for  a  machine,  whether 
it  goes  to  one  of  the  States  or  to  some  European  country  ? 

Mr.  Perkins.  The  policy  is  to  come  as  nearly  as  possible  to  just 
that ;  yes,  sir.     You  have  named  it. 

Mr.  Sterling.  You  say  "  as  nearly  as  possible."  It  would  be  the 
easiest  thing  in  the  world  to  make  it  just  the  same,  would  it  not  ? 

Mr.  Perkins.  Hardly.  It  would  be  a  very  complicated  situation, 
as  yoii  can  see,  with  the  varying  rates,  the  shipments,  and  so  on. 
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Mr.  Gardner.  It  would  probably  vary  at  times. 

The  Chair^ian.  It  states  on  page  26: 

After  all,  the  most  effective  weapons  employed  by  the  Harvester  Trust  aie 
of  the  iuvisible  kind.  It  is  directly  allied  with  that  group  of  Standard  Oil 
financial  and  commercial  aggregations  commonly  called  the  Steel  Trust,  the 
Coal  Trust,  the  Railroad  Trusts,  the  Banking  Trust,  etc.  The  advantages  con- 
ferred by  these  subtle  influences  can  hardly  be  detected ;  they  certainly  can 
not  be  overcome.  Rebates,  prices  of  raw  material,  the  extension  or  refusal  oi 
banking  credit,  can  all  be  manipulated  with  a  discriminating  favor  which  is 
murderous  to  the  competitors  of  the  International  Harvester  Co. 

Do  you  know  anything  about- 


Mr.'  Gardner.  Mr.  Chairman,  is  this  a  sworn  statement  that  you 
are  reading  from? 

The  Chairman.  This  is  a  statement  made  to  the  Department  of 
Justice  by  its  sworn  officer. 

Mr.  Gardner.  But  is  it  a  sworn  statement?  I  might  make  such 
a  statement.    I  am  a  sworn  officer.    Is  that  in  the  record  already  ? 

The  Chairsian.  Yes. 

Mr.  Gardner.  If  it  has  been  admitted  to  the  record,  aU  right.  I 
will  not  make  any  objection. 

Mr.  Lindabtjry.  I  do  not  want  it  lost  sight  of  that  it  is  in  under 
objection. 

The  Chairman.  I  do  not  state  it  as  a  fact.  This  has  been  called 
to  the  attention  of  the  Department  of  Justice. 

Mr.  Gardner.  It  seems  to  me  like  an  extravagant  statement.  I 
will  say  that. 

The  Chairman.  I  am  not  vouching  for  the  statement;  but  if  there 
is  any  alliance  between  these  two  companies  we  want  to  know  it. 

Mr.  Perkins.  That  statement  is  only  exceeded  in  the  matter  of 
"  hot  air  "  by  the  air  of  this  room.  There  is  not  a  scintilla  of  truth 
in  it.  There  is  no  such  affiliation  or  connection,  or  any  resemblance, 
in  fact,  to  what  he  states  there,  with  all  due  respect  to  the  gentleman. 
I  will  add  that  I  am  quite  sure  Mr.  Bancroft's  statement,  to  which  I 
have  referred,  will  set  forth  ample  proof  of  the  statement  I  have  just 
made. 

The  Chairjian.  He  says  here : 

I  fear  that  the  International  has  succeeded  in  its  campaign  against  the  Acme 
Co.  I  am  positive  the  Acme  Co.  was  independent  when  I  was  in  Chicago;  how- 
ever, during  the  past  30  days  changes  have  occurred  which  convince  me  that 
the  Acme  Co.  has  succumbed  to  the  attack  made  upon  it,  and  that  it  is  now 
owned  by  the  International.  I  have  no  direct  evidence  of  this,  and  do  not  state 
it  as  a  fact. 

Do  you  know  anything  about  obtaining  the  Acme  Co.,  or  whether 
you  did  or  did  not  ? 

Mr.  Perkins.  Mr.  Chairman,  you  have  been  so  courteous  as  to  say 
that  Mr.  Bancroft's  statement,  which  covers  each  one  of  these  points 
with  considerable  care,  might  be  put  in.  Perhaps  it  would  save  the 
time  of  the  committee  if  the  questions  might  be  answered  in  that  way. 

The  Chair3ian.  Do  you  know  whether  it  is  true  or  not  that  about 
this  time,  or  a  little  prior  to  this  time,  both  the  International  Har- 
vester Co.  and  the  United  States  Steel  Corporation  were  endeavoring 
to  get  control  of  this  Acme  Co.  ? 

Mr.  Perkins.  It  is  absolutely  false. 
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The  Chairman.  On  September  2T,  1904,  at  a  meeting  of  the  finance 
committee,  Mr.  Perkins  being  in  the  chair,  I  find  this  statement : 

A  letter  and  telegram  were  read  from  President  Bufflngton,  of  the  Illinois 
Steel  Co.,  In  regard  to  the  failure  of  the  Illinois  Steel  Co.  to  conclude  a  work- 
ing agreement  with  the  International  Harvester  Co. 

Mr.  Pekkins.  What  is  that? 
The  Chairman  (reading)  : 

In  regard  to  the  failure  of  the  Illinois  Steel  Co.  to  conclude  a  working  agree- 
ment with  the  International  Harvester  Co. 

Mr.  Perkins.  Failure  to  conclude? 
The  Chairman.  Yes. 

Mr.  Perkins.  Failure  of  the  Illinois  Steel  Co.,  a  subsidiary  of  the 
Steel  Co.,  to  make  any  arrangement  with  the  Harvester  Co.  ? 
The  Chairman.  Exactly.     [Reading:] 

And  suggesting  the  advisability  of  purchasing  the  Acme  Harvester  Co.,  now 
in  the  hands  of  a  receiver,  in  order  to  make  an  outlet  for  some  of  our  product. 
On  motion,  and  by  the  affirmative  vote  of  all  present,  the  subject  matter  was 
referred  to  a  special  committee  composed  of  Messrs.  Gary,  Corey,  Ream,  and 
Perkins,  with  power. 

Do  you  know  what  was  done  about  that? 

Mr.  LiNDABURY.  Does  the  chairman  think  that  is  evidence  of  a 
wicked  alliance  between  the  Steel  Co.  and  the  Harvester  Co.  ? 

The  Chairman.  I  would  not  say  "  wicked." 

Mr.  LiNDABURY.  Or  an  alliance  at  all? 

The  Chairman.  A  holy  alliance.    [Laughter.] 

Mr.  LiNDABURY.  It  seems  to  be  the  opposite. 

The  Chairman.  What  I  was  getting  at  is  this:  It  is  a  matter  of 
interest  to  this  committee,  but  I  do  not  wish  to  state  it  as  a  fact  at 
all,  except  that  it  appears  in  the  minutes  of  the  concern,  in  reports 
of  this  kind,  and  in  what  little  I  have  been  able  to  investigate  in 
the  Bureau  of  Corporations.  Was  there  ever  any  effort  to  make  a 
working  agreement  between  this  International  Harvester  Co.  and 
the  United  States  Steel  Corporation;  did  you  fail  to  get  that,  and 
failing  to  get  that,  did  the  Steel  Corporation  attempt  to  take  over 
tlie  Acme  and  use  it  as  an  outlet  for  certain  products;  and  on  the 
failure  to  get  the  Acme,  did  they  subsequently  ever  come  to  any 
conclusion  with  your  company  as  to  cooperation  in  prices  for  the 
mutual  benefit  of  both  companies? 

Mr.  Perkins.  I  do  not  know  that  I  entirely  understand  your  ques- 
tion, but  I  will  do  the  best  I  can.  The  minute  reports  the  failure 
of  the  Illinois  Steel  Co.  to  make  a  working  arrangement  with  the 
Harvester  Co.  It  refers  to  some  question  that  was  brougljjj^up  about 
the  Acme  Harvester  Co.  in  connection  with  the  Steel  Corporation. 
Nothing  ever  came  of  that.  It  is  like  any  of  a  great  many  different 
propositions  that  came  before  the  committee  that  was  just  consid- 
ered and  passed  by  as  impracticable  or  undesirable,  or  for  some  other 
reason  not  concluded. 

Mr.  Gardner.  When  questions  like  that  are  referred  to  subcom- 
mittees, would  there  be  any  minute  showing  what  your  action  or  rec- 
ommendation to  the  full  finance  committee  was? 

Mr.  Perkins.  Not  very  often.  We  have  sometimes,  Mr.  Gardner, 
considered  that;  but  the  amount  of  business  transacted  by  the  Steel 
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finance  committee  at  each  meeting  is  so  large  that  if  we  attempted 
to  spread  it  in  detail  on  our  minutes  it  would  take  a  great  deal  of 
time  at  the  next  meeting  to  read  it. 

Mr.  Gardner.  Do  your  minutes  show  every  time  one  of  those  prop- 
ositions is  favorably  reported  and  acted  upon? 

Mr.  Perkins.  I  think  it  would  show  every  time  it  was  favorably 
reported  and  acted  upon. 

Mr.  Gardner.  You  say  you  "think." 

Mr.  Perkins.  Yes;  that  was  the  general  practice;  but  if  you  will 
excuse  me 

Mr.  Gardner.  Are  there  exceptions  to  that  practice  ? 

Uv.  Perkins.  Of  course  I  could  not  say  but  that  their  might  be 
an  exception,  but  if  it  was  turned  down  it  would  not  appear.  The 
things  that  were  declined  and  not  done  do  not  appear. 

Mr.  Gardner.  I  understood  you  to  say  that.  When  they  are  not 
declined  and  not  turned  down,  are  those  invariably  entered  in  your 
minutes  ? 

Mr.  Perkins.  I  should  think  they  are.  I  should  say  almost  with- 
out exception  they  are.  I  doubt  if  there  would  be  any  exception  to 
that. 

Mr.  Gardner.  Do  you  remember  any  exception? 

Mr.  Perkins.  No,  sir;  I  do  not. 

Mr.  Sterling.  Does  the  International  Harvester  Co.  sell  binders 
and  other  machinery  to  jobbers  and  wholesalers? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Sterling.  Does  it  sell  to  any  jobbers  that  ship  abroad? 

Mr.  Perkins.  I  do  not  know,  sir,  as  to  the  detail  of  that. 

Mr.  Sterling.  You  do  not  know  whether  any  of  your  goods  go  to 
foreign  countries  through  jobbing  houses  or  not? 

Mr.  Perkins.  No,  sir^  I  could  not  testify  as  to  that.  I  think  Mr. 
Bancroft  could. 

The  Chairman.  This  report  on  page  11  makes  this  statement : 

George  W.  Perkins  conducted  the  negotiations  and  devised  and  executed  the 
plan  finally  agreed  upon.  He  proposed  that  the  consolidation  be  consummated, 
leaving  the  values  of  the  plants  to  be  afterwards  fixed  by  disinterested  apprais- 
ers, and  that  all  of  the  property  to  be  turned  over  to  the  consolidated  company 
be  immediately  transferred  to  a  trustee  pending  the  appraisements.  After  some 
further  negotiations  this  suggestion  was  adopted,  the  appraisers  agreed  upon, 
and  all  of  the  other  details  adjusted. 

Is  that  statement  correct? 

Mr.  Perkins.  You  are  referring  to  the  Acme  Harvester  Co.  ? 

The  Chairman.  The  International  Harvester  Co. 

Mr.  Perkins.  Oh,  I  thought  you  were  talking  about  the  Acme. 
Then  I  do  not  know  what  the  question  is. 

The  Chairman.  I  am  not  talking  about  the  Acme  Co.  now. 

Mr.  Young.  Read  enough  of  it  so  that  we  can  tell  what  it  relates  to. 

The  Chairman.  He  states  that  Mr.  Perkins  was  the  organizer  of 
this  company. 

Mr.  Young.  What  company? 

The  Chairman.  The  International  Harvester  Co. 

Mr.  LiNDABURT.  Will  you  not  please  read  it  again?  I  did  not  get 
the  sense  of  it. 

The  Chairman.  It  goes  on,  speaking  about  the  formation  and 
organization  of  the  International  Harvester  Co. 

Mr.  Perkins.  May  I  ask  you  what  you  are  readinsr  from  ? 
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The  Chairman.  I  am  reading  from  the  report. 
Mr.  Perkins.  What  report? 
The  Chairman.  The  Townsend  report. 

Mr.  YotTNG.  I  thought  you  were  reading  from  the  minutes  of  the 
Steel  Corporation. 
Mr.  LiNDABURY.  I  thought  so,  too. 
The  Chairman.  It  says : 

George  W.  Perkins  conducted  the  negotiations  and  devised  and  executed  the 
plan  finally  agreed  upon.  He  proposed  that  the  consolidation  be  consummated, 
leaving  the  values  of  the  plants  to  be  afterwards  fixed  by  disinterested  ap- 
praisers, and  that  all  of  the  property  to  be  turned  over  to  the  consolidated 
company  be  Immediately  transferred  to  a  trustee,  pending  the  appraisements. 
After  some  further  negotiations  this  suggestion  was  adopted,  the  appraisers 
agreed  upon,  and  all  of  the  "other  details  adjusted. 

Mr.  LiNDABURY.  I  object  to  that  as  irrelevant  to  the  present  in- 
quiry. 

The  Chairman.  I  thought  maybe  he  might  want  to  answer  it,  as  a 
statement  was  made  touching  it.  But  he  need  not  answer  it  unless 
he  wants  to. 

Mr.  Perkins.  May  I  simply  repeat,  at  the  risk  of  offending  coun- 
sel, that  Mr.  Bancroft  has  touched  on  that  point  very  completely  in 
the  report  that  he  will  submit  to  you  ? 

The  Chairman.  All  right.     It  says  here: 

The  price  paid  J.  Pierpont  Morgan  Co.  indicates  the  nature  of  the  transaction. 
Five  million  dollars  is  a  very  high  price  for  the  simple  service  of  suggesting  to 
people  how  they  can  agree  in  a  legitimate  transaction.  It  is  not  unusual  in 
Illegal  transactions,  such  as  creating  a  trust,  which  can  evade  the  laws. 
Doubtless  if  proceedings  are  instituted  against  the  International  Harvester 
Co.,  the  manner  of  its  defense  will  demonstrate  that  the  fee  was  earned. 

Do  you  know  whether  J.  Pierpont  Morgan  &  Co.  received 
$5,000,000  for  their  services  in  organizing  the  International  Har- 
vester Co.  ? 

Mr.  LiNDABTTRY.  I  oDJect  to  that  question,  and  the  recital  of  it.  It 
is  mere  scandalous  matter.  It  is  not  a  fact.  It  is  a  mere  vitupera- 
tive opinion  of  the  writer. 

The  Chairman.  I  wish  to  suggest  to  counsel  that  his  province  is 
to  object 

Mr.  LiNDABURY.  And  to  give  his  reasons. 

The  Chairman.  That  is  not  a  reason. 

Mr.  LiNDABURY.  Oh,  yes,  it  is.    I  say  it  is  a  mere  vituperation. 

Mr.  Perkins.  It  is  a  wholly  inaccurate  statement,  which  Mr.  Ban- 
croft answers  completely. 

The  Chairman.  But  do  you  know  whether  Mr.  Morgan  received 
$5,000,000  or  not  for  his  services? 

Mr.  Perkins.  I  know  he  did  not.    The  firm  did  not. 

Mr.  Beall.  Would  you  mind  stating  how  much  he  did  receive? 

Mr.  Perkins.  I  do  not  remember  the  figures.  Mr.  Bancroft  ascer- 
tained them  and  has  put  them  into  his  statement. 

The  Chairman.  Have  you  been  connected  with  the  United  States 
Steel  Corporation  in  that  branch  which  has  to  do  with  the  sale,  pur- 
chase, or  operation  of  railroads  ? 

Mr.  Perkins.  No,  sir. 

The  Chairman.  Do  you  know  who  is  an  authority  on  that  part 
of  it? 
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Mr.  Perkins.  It  depends  upon  the  part.  It  is  a  very  large  dt- 
partment. 

The  Chairman.  For  instance,  where  you  buy  or  construct  a  new 
line,  take  over  another  line  of  railway,  make  some  arrangement  as  to 
the  distribution  or  prorating  of  freight  rates,  and  things  of  that 
kind  ? 

Mr.  Perkins.  It  would  depend  upon  the  subsidiary  company. 

The  Chairman.  That  is  all. 

Mr.  Perkins.  I  beg  pardon;  did  I  understand  you  to  say  that 
was  all?  I  think  you  said,  when  you  were  speaking  of  several  gen- 
tlemen being  members  of  both  the  Steel  committee  and  the  Harvester 
committee  that  you  had  not  quite  finished  with  that. 

The  Chairman.  Yes. 

Mr.  Perkins.  Perhaps  I  may  be  permitted,  then,  to  say  that  I 
selected  the  directors  of  the  International  Harvester  Co.  when  it  was 
organized,  and  suggested  the  names  for  its  principal  committee.  I 
a:sked  Judge  Gary  and  Mr.  Reem  and  Mr.  Baker  to  go  on  that  board 
and  on  that  committee,  as  a  favor  to  me  in  the  first  place,  and  as  a 
great  value  to  the  company  at  the  same  time,  because  I  had  certain 
objects  in  view  that  I  hoped  to  accomplish  with  the  Harvester  Co. 
in  the  matter  of  development  of  foreign  business  and  labor  problems, 
profit-sharing  problems,  and  the  like,  that  I  knew  they  were  in  sym- 
pathy with;  and  I  wanted  men  around  me  in  the  carrying  out  of 
that  policy  that  I  felt  would  be  helpful.  As  this  question  touches  on 
the  question  of  interlocking  boards,  it  seems  to  me  that  it  is  a  very 
important  question,  and  should  be  handled  with  great  care;  because 
we  have  in  America  to-day  just  as  great  experts  along  certain  lines 
of  business,  specialists  in  certain  phases  of  business  problems,  whose 
opinions  are  just  as  valuable  to  stockholders  and  the  public  in  the 
carrying  out  of  policies  of  corporations  as  is  the  advice  and  the  opin- 
ion of  a  great  physician  in  some  particular  line  of  illness.  I  am  sure 
you  would  not  think  of  saying  that  a  physician  who  had,  by  education 
and  experience,  gained  that  degree  of  public  confidence  that  made 
him  consulted  by  many  people  should  be  shut  off  from  giving  his 
advice  wherever  it  would  be  useful  and  to  the  general  good. 

The  Chairman.  I  made  no  comment. 

Mr.  Perkins.  No;  I  simply  thank  you  for  allowing  me  to  express 
my  opinion  on  that  point. 

The  Chairman.  I  am  very  glad  to  hear  it.  Whether  it  was  right 
or  wrong,  I  simply  wanted  to  know  what  it  was. 

Mr.  Perkins.  That  is  why  I  thank  you  for  allowing  me  to  make 
the  statement. 

Mr.  Sterling.  Mr.  Perkins,  I  understand  that  the  United  States 
Steel  Corporation  has  a  system  of  compensation  for  personal  injuries 
among  its  employed? 

Mr.  Perkins.  Yes,  sir. 

Mr.  Sterling.  Do  you  know  whether  there  is  a  clear,  succijict 
statement  of  that  plan  written  out  so  that  one  can  get  it  ? 

Mr.  Perkins.  Yes,  sir;  there  is. 

Mr.  Sterling.  Would  you  object  to  putting  it  in  this  record? 

Mr.  Perkins.  I  will  put  it  in  with  great  pleasure;  but  if  I  may, 
I  should  like  to  suggest  that  the  committee  at  some  time  call  Mr. 
Boiling,  who  is  here  to-day,  and  who  has  given  much  time  and  most 
intelligent  effort  to  working  out  that  problem. 
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Mr.  Steeling.  You  know  that  there  is  a  commission  at  work  on 
that  question,  under  a  joint  resolution  passed  by  Congress  which 
I  had  the  honor  to  introduce  myself.  Have  you  ever  been  before 
that  commission? 

Mr.  Peekins.  No,  sir;  I  have  not.  I  do  not  know  that  I  am 
hankering  to  go  before  any  more  commissions. 

Mr.  Steeling.  Do  you  know  whether  any  representative  of  the 
Steel  Corporation  has  been  before  it  with  reference  to  this  plan  ? 

Mr.  Peekins  (to  Mr.  Boiling).  Has  there  been  anyone  before 
that  commission? 

Mr.  BoLLiNG.  What  commission  is  it,  Judge  Sterling  ? 

Mr.  Steeling.  It  is  a  commission  appointed  under  a  joint  resolu- 
tion of  Congress  to  investigate  the  subject  of  workmen's  compensa- 
tion. 

Mr.  BoLLiNG.  I  do  not  think  any  representative  of  the  Steel  Cor- 
poration has  been  before  that  commission,  or  has  been  asked  to  go 
before  it. 

Mr.  Steeling.  Mr.  Chairman,  if  that  is  not  in  the  record,  I  think 
it  would  be  advisable  to  put  it  in  the  record. 

The  Chaieman.  There  is  no  objection  in  the  world  to  putting  it 
in.    I  am  morally  certain,  however,  that  it  is  already  in  the  record. 

Mr.  Bolling.  The  plan  was  offered  in  evidence  during  Judge 
Gary's  testimony. 

The  Chairman.  I  will  ask  Capt.  Boston  to  look  in  the  record  and 
see  if  that  report  or  plan  for  compensating  employees  is  in  the  hear- 
ings ;  and  if  not,  I  will  ask  him  to  call  it  to  my  attention  when  the 
committee  meets  in  the  morning. 

Mr.  Gaednee.  Mr.  Chairman,  if  the  committee  wishes  to  examine 
Mr.  Boiling  on  that  subject,  I  will  suggest  that  Mr.  Perkins  or  some- 
body else  pointed  out  this  morning  that  Mr.  Boiling  was  quite 
familiar  with  the  labor  conditions  which  you  were  asking  about.  I 
think  it  would  be  a  very  good  idea,  if  possible,  before  we  take  a 
recess,  to  hear  from  Mr.  Boiling  on  both  of  those  questions. 

The  Chaieman.  I  will  say  to  Mr.  Gardner  that  it  is  the  purpose 
of  the  committee  to  go  into  the  labor  question  sufficiently;  but  I 
doubt  if  we  can  do  anything  with  it  before  we  take  a  recess.  I  have 
purposely  avoided  asking  questions  about  that  because  it  is  such  a 
great,  big  question. 

Mr.  Gaednee.  Excuse  me,  then. 

Mr.  Perkins.  Mr.  Chairman,_  there  is  another  question  that  is  col- 
lateral to  that.  I  refer  to  the  sick-benefit  plan  of  the  Steel  Corpora- 
tion and  its  old-age  pension  plan,  which  are  very  elaborate,  and 
which,  I  think,  perhaps,  might  be,  at  some  time,  interesting  to  the 
committee. 

Mr.  Gaednee.  We  should  be  very  glad  to  hear  them. 

The  Chaieman.  If  no  other  member  of  the  committee  cares  to  ask 
Mr.  Perkins  anything,  he  will  be  excused.  We  thank  him  very  much 
for  his  kindness. 

Mr.  Perkins.  Mr.  Chairman,  you  are  not  going  to  excuse  me  ? 

The  Chaieman.  Yes,  sir ;  with  deep  regret. 

Mr.  Perkins.  Thank  you  very  much.  May  I  express  my  thanks  to 
the  chairman  for  the  very  courteous  treatment  I  have  received,  and 
the  hope  that  I  have  been  able  to  be  of  some  service  to  you. 

Thp  riTTATPTiTATj    Wp  are  vprv  grateful  to  you. 
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Mr.  Perkins.  May  I  find  Mr.  Bancroft,  and  have  him  come  in 
long  enough  to  submit  that  statement? 

The  Chairman.  Oh,  yes;  we  will  hear  Mr.  Bancroft.  We  are 
going  to  hear  Mr.  Thorne  now.  Just  as  soon  as  we  are  through  with 
hiTTi  we  will  hear  Mr.  Bancroft. 

Mr.  Sterling.  Mr.  Perkins,  I  find  that  your  pension  plan  and 
your  accident  relief  plan  are  both  in  the  minutes  already.  They  ara 
printed  here  in  volume  5. 

Mr.  Perkins.  I  am  very  glad  of  it. 

STATEMENT  OF  OAKLEIGH  THORNE. 

(The  witness  was  duly  sworn  by  the  chairman,  and  testified  as 
follows:) 

Mr.  Littleton.  Mr.  Thorne,  where  do  you  live? 

Mr.  Thorne.  Millbrook,  Dutchess  County,  N.  Y. 

Mr.  Littleton.  You  have  a  home  in  New  York  City,  also? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  You  were  born  in  Dutchess  County,  were  you  not  ? 

Mr.  Thorne.  I  was. 

Mr.  Littleton.  Of  what  institution  are  you  now  the  president  ? 

Mr.  Thorne.  The  Trust  Co.  of  America. 

Mr.  Littleton.  How  long  have  you  been  president  of  the  Trust 
Co.  of  America,  Mr.  Thorne? 

Mr.  Thorne.  Six  years. 

Mr.  Littleton.  When  was  the  Trust  Co.  of  America  organized  ? 

_Mr.  Thorne.  I  do  not  remember.  I  think  it  was  organized  in  the 
nineties. 

Mr.  Littleton.  Before  you  became  the  president  of  the  Trust 
Co.  of  America,  with  what  institution  were  you  identified  ? 

Mr.  Thorne.  The  International  Banking  and  Trust  Co. 

Mr.  Littleton.  Were  you  president  of  that? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Where  were  their  offices? 

Mr.  Thorne.  135  Broadway 

Mr.  Littleton.  Will  you  tell  what  finally  composed  the  Trust 
Co.  of  America — how  it  was  organized? 

Mr.  Thorne.  The  International  Banking  &  Trust  Co.  was  con- 
solidated with  the  North  American  Trust  Co.  under  the  name  "  North 
American  Trust  Co."  The  North  American  Trust  Co.  was  con- 
solidated with  the  Trust  Co.  of  America  and  the  City  Trust  Co 
under  the  name  "  Trust  Co.  of  America."  The  Trust  Co.  of  America 
then  absorbed  the  Colonial  Trust  Co.,  making  the  present  organi- 
zation. 

Mr.  Littleton.  What  is  the  capital  of  the  Trust  Co   of  AmenVn  ? 

Mr.  Thorne.  $2,000,000.  America  . 

Mr.  Littleton.  That  has  been  its  capital  since  you  have  been 
with  it? 

Mr.  Thorne.  Since  the  last  consolidation. 

Mr.  Ltttleton.  Where  is  the  office  of  the  Trust  Co.  of  America 
now? 

Mr.  Thorne.  37  Wall  Street 

Mr.  Littleton.  Did  the  Trust  Co.  build  that  building  there? 

Mr.  Thorne.  They  did. 
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Mr.  LiTTiiETON.  It  is  a  large  office  building,  I  take  it? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Where  were  you  located  before  you  built  the 
building  on  Wall  Street? 

Mr.  Thokne.  135  Broadway. 

Mr.  Littleton.  How  long  have  you  been  on  Wall  Street? 

Mr.  Thorne.  Since  1906. 

Mr.  Littleton.  Since  you  have  been  identified  with  the  Trust  Co. 
of  America,  you  have  been  its  president,  have  you  not? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  And  largely  interested  in  its  stock? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Have  you  had  the  active  management  and  direction 
of  the  affairs  of  the  Trust  Co.  since  you  have  been  its  president? 

Mr.  Thorne.  As  president ;  yes. 

Mr.  Littleton.  I  mean,  in  conjunction  with  your  various  boards — 
the  board  of  directors;  and  you  have  an  executive  committee;  have 
you  not? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  What  has  been  the  character  of  business  which  the 
Trust  Co.  of  America  has  conducted,  Mr.  Thorne? 

Mr.  Thorne.  General  banking  business. 

Mr.  Littleton.  It  was  organized  under  the  trust  company  laws  of 
the  State? 

Mr.  Thorne.  Of  the  State  of  New  York ;  yes,  sir. 

Mr.  Littleton.  What  were  the  assets  of  the  company  when  you 
went  with  it,  roughly  speaking;  do  you  recall? 

Mr.  Thorne.  Do  you  mean  at  the  time  of  the  consolidation  of  the 
three  companies  ? 

Mr.  Littleton.  At  the  time  of  the  last  consolidation. 

Mr.  Thorne.  Approximately  $50,000,000. 

Mr.  Littleton.    $50,000,000  of  assets? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  What  were  the  assets  finally,  before  the  panic  of 
1907? 

Mr.  Thorne.  $74,000,000. 

Mr.  Littleton.  Did  you  have  any  identity  or  alliance  with  any 
other  financial  or  banking  institution,  except  a  friendly  relationship 
with  them? 

Mr.  Thorne.  Not  that  I  know  of. 

Mr.  Littleton.  So  far  as  you  were  concerned  ? 

Mr.  Thoene.  Officially,  do  you  mean? 

Mr.  Littleton.  Yes. 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  You  were  not  connected  with  any  other  financial 
institution  or  bank  ? 

Mr.  Thorne.  No,  sir ;  not  in  New  York. 

Mr.  Littleton.  Do  you  mean  that  you  have  some  little  bank  up  in 
your  State? 

Mr.  Thorne.  I  have  at  Millbrook,  and  I  have  at  Tacoma,  Wash. 

Mr.  Littleton.  But  you  had  no  identity  with  any  banking  or 
trust-company  institutions  in  New  York  City  ? 

Mr.  Thorne.  No,  sir.  Yes;  I  did.  I  was  a  director  of  the  Night 
and  Day  Bank. 
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Mr.  Littleton.  That  was  organized  latterly,  was  it  not  ? 

Mr.  Thoene.  No  ;  it  was  organized  before,  Mr.  Littleton. 

Mr.  Littleton.  It  has  not  been  organized  very  long,  I  know.  T>o 
you  mean  it  was  organized  before  you  went  with  the  Trust  Co.  of 
America  ? 

Mr.  Thorne.  No  ;  it  was  in  operation  before  1907. 

Mr.  Littleton.  Oh,  yes ;  it  was  organized  before  that. 

Mr.  Thobne.  Is  that  the  date  you  are  speaking  of  ? 

Mr.  Littleton.  No;  I  simply  meant,  did  you  have  any  identity 
or  did  your  institution  have  any  identity  with  any  other  bank  or 
trust-company  concern? 

Mr.  Thorne.  When? 

Mr.  Littleton.  From  the  time  you  had  been  with  it  up  to  the 
present  time,  except  a  friendly  relationship  ? 

Mr.  Thorne.  No. 

Mr.  Littleton.  I  mean,  you  have  not  been  on  the  boards  of  various 
other  trust  companies  or  banks? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  You  have  done  a  trust-company  business  since  you 
have  been  with  it? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  To  eliminate  one  question  which  is  here,  Mr. 
Thorne,  let  me  ask  this:  You  were  one  of  the  syndicate  that  bought 
•up  part  of  the  stock  of  the  Tennessee  Coal  &  Iron  Co.,  were  you  not? 

Mr.  Thorne.  I  was. 

Mr.  Littleton.  And  you  bought  some  10,000  shares  ? 

Mr.  Thorne.  Twelve  thousand  five  hundred. 

Mr.  Littleton.  You  were  one  of  the  original  10  men  who  formed 
that  syndicate? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Did  you  pay  for  your  stock  ? 

Mr.  Thorne.  I  did. 

Mr.  Littleton.  Did  you  take  it  away  from  Moore  &  Schley  ? 

Mr.  Thorne.  I  did. 

Mr.  IjIttleton.  And  put  it  among  your  own  securities? 

Mr.  Thorne.  I  distributed  practically  7,000  shares,  and  kept  the 
balance — distributed  it  among  the  people  who  took  it  and  paid  for  it. 

Mr.  Littleton.  You  sold  it,  in  other  words? 

Mr.  Thorne.  No;  they  all  joined  the  syndicate  agreement. 

Mr.  Littleton.  Oh,  I  see !  You  underwrote  12,500  shares  your- 
self, and  then  there  were  others  under  you  who  took  their  share — 
about  7,500  shares? 

Mr.  Thorne.  Subject  to  the  agreement  that  I  was  under. 

Mr.  Littleton.  Yes.     They  took  it  subject  to  your  agreement  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  But  as  far  as  you  and  Moore  &  Schley  were  con- 
cerned, the  transaction  was  clean-cut;  was  it  not? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  You  owed  them  nothing,  and  they  owed  you  noth- 
ing? 

Mr.  Thorne.  That  is  correct.  The  stock  had  been  delivered  and 
paid  for. 

Mr.  Littleton.  The  purchase  of  that  stock  was  entirely  a  personal 
matter  of  your  own  ? 
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Mr.  Thoene.  Absolutely. 

Mr.  LiTix,ETON.  And  the  Trust  Co.  of  America  had  nothing  to  do 
with  it? 

Mr.  Thoene.  It  never  owned  a  share. 

Mr.  Littleton.  At  the  time  of  or  a  little  before  the  panic  of  1907, 
did  Moore  &  Schley  owe  the  Trust  Co.  of  America  a  loan  of  some 
sort? 

Mr.  Thoene.  Yes — in  1906,  if  I  remember  correctly ;  and  their  loan 
was  paid  in  1907. 

Mr.  Littleton.  Do  you  know  the  amount  of  their  loan  in  1907? 

Mr.  Thoene.  I  do  not.  It  was  either  $250,000  or  $500,000;  I  do 
not  remember  which. 

Mr.  Littleton.  Do  you  know  in  what  way  their  loan  was  secured? 

Mr.  Thornb.  Yes;  it  was  secured  principally  by  American  To- 
bacco securities.  I  do  not  know  whether  there  was  any  Tennessee 
Coal  &  Iron  in  it  or  not. 

Mr.  Littleton.  Just  prior  to  the  panic,  was  there  a  loan  with 
your  Trust  Co.  to  support  which  there  were  put  up  a  considerable 
number  of  shares  of  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Thoene.  May  I  ask  you  this — do  you  mean  whether  there  was 
a  loan  with  the  Trust  Co.  that  additional  collaterals  were  put  up  to 
strengthen  ? 

Mr.  Littleton.  Yes ;  any  way  in  which  the  Tennessee  Coal  &  Iron 
stock  was  concerned. 

Mr.  Thoene.  That  is  not  correct.  The  loan  that  we  made  to  Moore 
&  Schley  was  made  and  was  paid  oif ,  and  there  never  was  any  change 
in  the  collateral  during  the  time  we  held  it.  In  other  words,  we 
never  asked  them  for  any  additional  collateral,  and  never  needed  any 
additional  collateral. 

Mr.  Littleton.  To  clear  up  that  question  finally,  was  there  any 
obligation  of  Moore  &  Schley  to  your  Trust  Co.  prior  to  the  panic, 
or  prior  to  your  difficulties,  in  which  you  either  acquired  or  de- 
manded additional  securities? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Was  there  among  your  loans,  prior  to  the  panic, 
some  of  the  Tennessee  Coal  &  Iron  stock? 

Mr.  Thoene.  There  was. 

Mr.  Littleton.  Were  those  loans  of  Moore  &  Schley  I 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  They  were  other  loans? 

Mr.  Thoene.  Other  loans. 

Mr.  Littleton.  How  much  of  the  Tennessee  Coal  &  Iron  stock 
was  there  among  the  collaterals  of  your  Trust  Co.  ? 

Mr.  Thoene.  There  was  no  Tennessee  Coal  &  Iron  stock  among 
the  collaterals  of  the  Trust  Co.,  other  than  as  collaterals  to  loans. 

Mr.  Littleton.  That  is  what  I  mean. 

Mr.  Thoene.  I  testified  to  that  in  detail  before  the  Senate  com- 
mittee, and  I  have  forgotten  the  exact  figures. 

Mr.  Gaednee.  Your  testimony  was  that  $482,700  was  loaned  to  six 
individuals. 

Mr.  Thoene.  That  is  correct. 

Mr.  Littleton.  You  said: 

The  Trust  Co.  had  no  interest  in  the  stock  of  the  Tennessee  Coal  &  Iron  Co. 
as  owner,  never  having  a  share.     It  had,  on  November  1,  1907,  $482,700  loaned 
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to  six  individuals,  holding  the  stock  at  60  as  collateral.     That  was  the  only 
interest 

Mr.  Thoene.  "We  held  the  stock  as  collateral  to  their  loans.  They 
owned  it.    We  did  not  own  it. 

Mr.  Littleton.  I  say,  that  is  what  you  said  before  the  Senate 
committee. 

Mr.  Thoene.  Yes,  sir;  that  is  correct. 

Mr.  Littleton.  You  mean  by  that  simply  that  six  individuals  had 
borrowed  money  of  the  Trust  Co.  of  America,  and  had  put  up  Ten- 
nessee Coal  &  Iron  stock  as  collateral  to  secure  the  load  ? 

Mr.  Thoene.  At  60. 

Mr.  Liti-leton.  And  vou  had  taken  it  as  collateral  at  a  valuation 
of  60? 

Mr.  Thoene.  That  is  correct. 

Mr.  Littleton.  Beyond  that,  did  the  Trust  Co.  of  America,  or 
yourself,  except  as  you  have  already  stated,  have  any  interest  in  or 
identity  with  any  of  the  Tennessee  Coal  &  Iron  stock? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Were  these  loans  of  which  you  spoke  before  the 
Senate  committee,  and  of  which  you  now  speak,  loans  in  which  the 
individual  responsibility  of  the  borrower  figured? 

Mr.  Thoene.  It  certainly  did. 

Mr.  Littleton.  May  I  ask  you  whether  those  loans  were  paid  off? 

Mr.  Thoene.  They  were  all  paid  off. 

Mr.  Littleton.  Was  there  any  difficulty  at  all  about  those  loans? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Was  there  any  call  of  them  ? 

Mr.  Thoene.  Yes ;  we  called  them,  and  they  were  paid. 

Mr.  Littleton.  When  did  you  call  them  ? 

Mr.  Thoene.  We  called  them  just  as  rapidly  as  we  could  after 
October  22. 

Mr.  Littleton.  After  your  difficulties  ensued? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  They  were  paid? 

Mr.  Thoene.  They  were  paid. 

Mr.  Littleton.  Did  you  regard  the  security  for  these  loans  as  be- 
ing ample  and  adequate? 

Mr.  Thoene.  The  individuals  were  good  without  the  collateral. 

Mr.  LittliEton.  The  individuals  themselves  were  good  without  the 
collateral  ? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  I  will  put  the  question  to  you  bluntly:  Did  the 
loans  in  anywise  embarrass  the  Trust  Co.  of  America? 

Mr.  Thoene.  Not  the  slightest. 

Mr.  LiTTUiTON.  At  any  time? 

Mr.  Thokne.  No,  sir. 

Mr.  Littleton.  Did  they  have  anything  to  do  with  the  subsequent 
difficulties  of  the  Trust  Co.  of  America? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Or  were  they  in  the  slightest  degree  a  contributing 
cause  to  the  difficulties  which  ensued  ? 

Mr.  Thoene.  I  can  not  imagine  how  they  were. 

Mr.  Littleton.  They  were  paid  off  shortly  after  October  22  ? 
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Mr.  Thorne.  Some  of  them  were  time  loans.  I  think  they  ran 
into  November,  if  I  remember  correctly. 

Mr.  Littleton.  I  caU  jour  attention  to  your  statement  before 
the  Senate  committee,  which  Judge  Bartlett  calls  my  attention  to, 
and  which  will  probably  refresh  your  recollection.    You  said : 

There  was  one  obligation  for  $104,000,  one  for  $52,000,  one  for  $22,700,  one 
for  $52,000,  another  for  $52,000,  and  one  for  $200,000.  All  of  those  loans  were 
paid  o£E  during  the  month  of  November  with  the  exception  of  two,  of  $52,000 
each,  which  were  paid  off  In  January,  1908,  and  they  were  paid  off  as  and 
when  demanded. 

Mr.  Thoene.  What  that  really  means  is  that  the  loans  that  were 
paid  off  in  November  were  time  loans;  and  as  they  came  due  they 
were  paid  off.  We  could  not  demand  payment  of  a  time  loan  before 
it  was  due. 

Mr.  Littleton.  No. 

Mr.  Thorne.  We  demanded  it  when  we  could. 

Mr.  Littleton.  In  order  to  eliminate  that  question  from  what  I 
am  about  to  ask  you,  did  the  loans  on  the  Tennessee  Coal  &  Iron 
stock  which  I  have  just  recited  to  you,  and  about  which  you  are  now 
testifying,  in  the  slightest  degree  embarrass  the  Trust  Co.  of  America 
in  those  trying  times? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  So  that  the  Tennessee  Coal  &  Iron  stock,  in  so  far 
as  the  Trust  Co.  of  America  held  it  or  had  it  as  collateral  among  its 
loans,  operated  as  no  embarrassment  to  it ;  and  it  was  not  necessary 
to  exchange  it  for  some  other  kind  of  collateral  in  order  to  save 
the  Trust  Co.  of  America  ? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  So  far  as  your  ownership  of  Tennessee  Coal  & 
Iron  stock  was  concerned,  you  were  quite  able  to  take  care  of  that  ? 

Mr.  Thorne.  It  was  in  my  box ;  I  was  not  borrowing  a  dollar  on  it. 

Mr.  Littleton.  It  was  in  your  box,  and  you  had  not  borrowed  a 
dollar  on  it  ? 

Mr.  Thorne.  That  is  correct. 

Mr.  Littleton.  There  were  not  any  United  States  Steel  Corpora- 
tion sinking-fund  bonds  exchanged  with  you,  were  there,  or  with 
your  bank  or  trust  company,  for  any  of  this  collateral? 

Mr.  Thorne.  When  the  deal  was  made  between  the  Tennessee 
Coal  &  Iron  Co.  and  the  Steel  Corporation,  the  owners  of  the  Ten- 
nessee Coal  &  Iron  stock  were  requested  to  deposit  their  stock  with 
J.  P.  Morgan  &  Co.  in  exchange  for  their  certificates,  which  certifi- 
cates set  forth  that  they  would  deliver  the  bonds  as  soon  as  they 
could  go  through  the  physical  work  of  distribution.  Undoubtedly 
the  stock  that  we  held  as  collateral  was  deposited  with  J.  P.  Morgan 
&  Co.,  and  their  certificates  accepted  and  put  in  place  of  the  stock 
as  collateral  to  those  loans. 

Mr.  Littleton.  Such  of  the  loan  as  was  remaining  unpaid  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  I  suppose  you,  as  an  owner  of  the  stock  of  the 
Tennessee  Coal  &  Iron  Co.,  availed  yourself  of  the  exchange  also, 
did  you? 

Mr.  Thorne.  I  did. 

Mr.  LiiTLETON.  Did  you  have  anything  at  all  to  do  with  the  sale 
of  the  Tennessee  Coal  &  Iron  stock  to  the  United  States  Steel  Cor- 
po — -  — 
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Mr.  Thobne.  No,  sir. 

Mr.  Littleton.  Do  you  know  anything  about  it?  ^    j  .j 

Mr.  Thoene.  I  did  not  know  anything  about  it  until  I  met  J>^^.  a^u- 
yard  on  Fifth  Avenue  on  Sunday  morning,  and  he  told  me  ne  was 
negotiating  for  the  sale  and  hoped  it  would  go  through.  J-^«^5  -^ 
did  not  know  anything  more  about  it  until  it  went  through. 

Mr.  Littleton.  Until  Wednesday?  .  ■»*•     j        iv. 

Mr.  Thorne.  No;  I  could  not  tell  whether  it  was  Monday,  the 
4th,  or  Tuesday,  the  5th.    You  see,  Wednesday  was  the  6th. 

Mr.  Littleton.  Yes. 

Mr.  Thoene.  Wednesday  morning  the  announcements  were  made. 
It  was  either  Tuesday  night  the  5th,  or  Monday  night  the  4th,  when 
it  was  generallj'  known  that  the  trade  had  been  consummated. 

Mr.  Littleton.  Then  you  heard  the  announcement  of  it  and 
availed  yourself  of  the  exchange? 

Mr.  Thokne.  Yes,  sir. 

Mr.  Littleton.  But  you  had  nothing  to  do  with  the  exchange  in 
advising  or  directing  or  counseling  about  it  ? 

Mr.  Thorne.  Nothing  whatever. 

Mr.  L1TTT.ETON.  Something  has  been  said  here,  Mr.  Thome,  in 
regard  to  the  character  of  the  business  which  the  Trust  Co.  of 
America  had  been  doing;  that  is,  I  may  not  state  it  exactly  accur- 
ately, because  I  have  not  the  record  before  me;  but  in  substance  it 
was  as  to  whether  it  had  departed  from  the  classical  or  usual  lines 
of  trust  company  business  in  its  business  prior  to  the  panic  of  1907. 
You  must  know  what  its  business  was;  and  I  will  ask  you  to  state 
whether  your  company  had  been  doing  a  different  kind  of  business 
than  any  ordinary  or  usual  trust  company  ? 

Mr.  Thorne.  I  can  not  imagine  what  anyone  could  refer  to  by 
that.  We  are  subject  to  examination  by  the  banking  department  of 
the  State  of  New  York ;  and  as  far  as  I  know,  we  never  did  a  thing 
that  the  banking  department  criticized.  I  do  not  know  of  any  busi- 
ness that  was  out  of  the  ordinary  line  of  business. 

Mr.  Littleton.  Had  you  ever  heard  of  that  accusation — or,  rather, 
that  criticism?     (I  will  not  say  "  accusation.") 

Mr.  Thorne.  I  have  heard  a  good  deal  of  that  criticism  since. 

Mr.  Littleton.  Yes;  but  prior  to  that  time? 

Mr.  Thoene.  Prior  to  that  time  I  did  not  hear  it,  except  that  we 
were  supposed  to  be  pcegressive  and  aggressive  and  looking  for  busi- 
ness. 

Mr.  Littleton.  You  had  built  up  your  assets  to  about  $74,000,000, 
j'ou  said,  at  the  time  of  the  panic? 

INIr.  Ti-iORNE.  Yes,  sir. 

Mr.  Littleton.  Of  course,  you  were  subjected  to  the  ordinary  ex- 
aminations of  every  trust  company  in  New  York  ? 

Mr.  Thoene.  We  were. 

Mr.  Littleton.  These  things  are  very  obvious;  still,  I  should  like 
to  have  them  in  the  record.  The  trust  companies  of  New  York  had 
no  membership  in  or  connection  with  any  kind  of  a  clearing  house 
prior  to  the  panic,  did  they? 

]Mr.  Thorne.  No ;  the  only  connection  that  they  had  was  that  the 
Knickerbocker  Trust  Co.,  for  instance,  had  what  was  called  a  clear- 
ing agent.    I  do  not  think  any  others  had.    I  know  we  did  not.    But 
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there  was  no  clearing  house  association  of  trust  companies,  or  any- 
thing of  that  kind. 

Mr.  Littleton.  That  only  applied  to  national  banks? 

Mr.  Thoene.  Yes,  sir ;  national  banks. 

Mr.  Littleton.  How  about  the  State  banks? 

Mr.  Thoene.  I  think  there  are  some  State  banks  that  are  members 
of  the  Clearing  House. 

Mr.  Littleton.  The  larger  number  of  banks  in  New  York  are 
State  banks  are  they  not?  They  are  at  least  equal  in  number,  at  all 
events  ? 

Mr.  Thoene.  As  far  as  the  number  in  the  city  of  New  York  is  con- 
cerned, I  do  not  know,  Mr.  Littleton. 

Mr.  Littleton.  Coming  up  now  to  the  time  when  the  panic  en- 
sued, what  was  the  situation  of  the  Trust  Co.  of  America  at  the  time 
of  the  closing  of  the  Knickerbocker  Trust  Co.?  What  was  your 
situation;  your  condition? 

Mr.  Thoene.  "We  thought  it  was  good. 

Mr.  Littleton.  The  Knickerbocker  Co.  closed  on  what  day? 

Mr.  Thoene.  On  Tuesday,  the  22d  of  October. 

Mr.  Littleton.  Did  you  have  any  identity  with  the  Knicker- 
bocker Trust  Co.? 

Mr.  Thoene.  Only  that  Mr.  Barney,  the  president  of  the  Kjiicker- 
bocker,  was  one  of  our  directors. 

Mr.  Littleton.  Is  that  the  sole  identity  your  company  had  with  it  ? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  Was  any  member  or  officer  of  the  Knickerbocker 
Trust  Co.  otherwise  connected  with  your  company  ? 

Mr.  Thoene.  No,  sir ;  well,  one  moment — Mr.  H.  B.  Hollins  was  a 
director  of  the  Knickerbocker  Trust  Co.  and  a  director  of  our  com- 
pany. 

Mr.  Littleton.  That  is  H.  B.  Hollins  of  H.  B.  Hollins  &  Co.  ? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  That  was  a  very  responsible  house  in  New  York? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  And  still  is? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  Was  your  company  connected  in  anywise  with 
any  of  the  other  institutions  which  had  difficulties  at  that  time  ? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  I  ask  you  these  questions  for  the  sake  of  the  record, 
disregarding  my  own  information  on  the  subject.  Were  you  con- 
nected in  any  way  with  the  Heinze  or  Morse  banks? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Or  were  they  connected  with  you? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Was  your  sole  connection  with  failing  institutions, 
the  ones  that  did  fail,  the  identity  of  Mr.  Barney  as  a  director  on 
your  board  ? 

Mr.  Thoene.  And  Mr.  Hollins. 

Mr.  Littleton.  Mr.  Hollins  was  not  anything  more  than  a  director 
of  the  Knickerbocker,  was  he  ? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Hollins  &  Co.  were  a  big  business  house  that  had 
been  in  New  York  for  years  ? 
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Mr.  Thobne.  Yes,  sir. 

Mr.  Littleton.  And  are  still  there? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  On  the  22d  of  October,  when  the  Knickerbocker 
Trust  Co.  closed,  what  was  the  financial  condition  of  the  Trust  Co. 
of  America?     First,  I  will  ask  you  what  your  assets  were? 

Mr.  Thorne.  Th^r  were  seventy-four  millions  and  odd. 

Mr.  Littleton.  Your  capital  was  $2,000,000? 

Mr.  Thorne.  $2,000,000,  and  our  surplus  approximately  $10,- 
000,000. 

Mr.  Littleton.  What  were  your  deposits? 

Mr.  Thorne.  Practically  the  difference— $61,000,000  or  $62,000,000. 

Mr.  Littleton.  And  what  was  j'our  money  on  hand  ? 

Mr.  Thorne.  About  $12,000,000. 

Mr.  Littleton.  Had  your  securities  which  were  in  support  of  the 
loans  made  by  you  been  examined  by  the  officers  of  the  State  govern- 
ment? Had  they  been  examined  at  the  last  examination  and  gone 
over? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  On  the  22d  day  of  October  had  there  been  any  run 
upon  the  Trust  Co.  of  America  ? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  Had  there  been  any  withdrawals  of  money  ? 

Mr.  Thorne.  I  asked  this  morning  in  order  to  find  that  out.  On 
the  22d  the  withdrawals  were  $1,500,000. 

Mr.  Litoleton.  $1,500,000? 

Mr.  Thorne.  A  little  over  that ;  $1,586,000,  or  something  like  that. 

Mr.  Littleton.  And  on  the  2.3d  what  were  they? 

Mr.  Thorne.  $13,500,000. 

Mr.  Littleton.  Did  you  get  the  withdrawals  on  the  21st? 

Mr.  Thorne.  No. 

!Mr.  Littleton.  Let  me  refresh  your  recollection :  Did  you  not  get 
the  withdrawals  on  the  21st  as  $1,100,000.  on  the  22d  $1,500,000,  and 
on  the  23d  $13,500,000? 

j\Ir.  Thorne.  The  business  up  to  the  23d  was  practically  normal. 
What  I  mean  is  that  the  withdrawal  of  a  million  dollars,  or  the  pay- 
ment of  a  balance  of  a  million  dollars,  more  or  less,  in  one  day  was 
normal.     We  might  gain  a  million  or  we  might  lose  a  million. 

Mv.  Littleton.  The  withdrawal  of  the  $1,500,000  on  the  22d  was 
no  cause  of  alarm  to  you,  was  it  ? 

Mr.  Thokne.  It  was  no  cause  of  alarm,  with  the  exception  that  of 
course  we  Imew  that  the  Knickerbocker  had  closed,  and  everythin*' 
was  just  trembling,  and  they  were  wondering  what  was  going  to 
happen,  and  we  were  watching  our  accounts  and  wondering  what 
would  happen  to  us ;  and  we  were  very  much  pleased  that  not  more 
was  withdrawn. 

Mr.  Littleton.  But  wa^  that  amount  an  unusual  amount  to  be 
withdrawn  in  a  day? 

Mr.  Thorne.  No.  The  transactions  passing  through  would  aver- 
age approximately  $10,000,000  a  day. 

Mr.  Littleton.  That  is,  the  transaction?  in  and  out? 

Mr.  Thorne.  The  transactions  in  and  out.  A  balance  one  way  or 
the  other  of  $1,000,000  or  Sl,500,000  wfis  nothing  exceptional.  It 
was  unusual,  but  it  was  not  exceptional. 
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Mr.  LiTTi/ETOK.  Were  the  withdrawals  which  comprised  the 
$1,500,000  withdrawals  of  large  sums  by  individuals,  or  simply 
the  balance  of  the  day  which  you  had  to  pay  out  ? 

Mr.  Thorne.  I  could  not  teU  you  that.  The  balance  on  that  date 
was  the  sum  I  have  mentioned  to  you.  That  is,  that  was  the  net 
loss  in  deposits  of  that  day. 

Mr.  Littleton.  What  I  am  getting  at — and  perhaps  I  can  make 
it  a  little  plainer — is  this:  Were  there  any  lines  formed  of  people 
standing  at  your  windows  withdrawing  money  on  the  22d? 

Mr.  Thorne.  No,  sir. 

Mr.  LrrTLETON.  Or  anything  like  that  ? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  Was  there  anything  like  the  suggestion  of  people 
crowding  into  your  building? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  When  you  closed  on  the  night  of  the  22d,  where 
did  you  go — to  your  home  ? 

Mr.  Thorne.  I  went  home. 

Mr.  Littleton.  You  live  on  Forty-first  Street  and  Madison 
Avenue  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  After  you  got  home,  did  you  receive  any  com- 
munications ? 

Mr.  Thorne.  I  received  a  communication  from  either  Mr.  Per- 
kins or  Mr.  Davison  late  in  the  evening.  It  was  about  half  past  10 
or  11  o'clock. 

Mr.  Littleton.  In  response  to  that,  where  did  you  go  ? 

Mr.  Thorne.  I  went  to  the  Union  League  Club. 

Mr.  Littleton.  Wliom  did  you  meet  there? 

Mr.  Thorne.  Mr.  Davison  and  Mr.  Perkins. 

Mr.  Littleton.  What  ensued  between  you  and  Mr.  Davison  and 
Mr.  Perkins? 

Mr.  Thorne.  They  asked  me  the  condition  our  compan}'  was  in, 
and  I  told  them. 

Mr.  Littleton.  In  telling  them,  did  you  tell  just  what  you  have 
told  the  committee  here,  substantially? 

Mr.  Thorne.  Yes;  with  the  exception  that  I  had  the  daily  state- 
ment with  me,  and  I  told  them  the  amount  of  cash  that  we  had, 
and  the  amount  of  loans — the  amount  of  demand  loans,  time  loans, 
securities,  and  the  amount  of  deposits. 

Mr.  Littleton.  When  you  told  them  that,  what  was  said  by  Mr. 
Davison  or  Mr.  Perkins? 

Mr.  Thorne.  They  were  pleased  that  we  were  in  as  good  condition 
as  we  were. 

Mr.  Littleton.  Was  any  request  made  by  them  as  to  an  examina- 
tion of  your  affairs  ? 

Mr.  Thorne.  They  asked  me  whether  I  would  submit  to  an  exam- 
ination— ^have  a  committee  go  in  and  examine  our  affairs  to  O.  K. 
the  accounts  as  I  had  rendered  them  or  as  I  had  stated  them  and  to 
prove  up  values.  I  answered  them  that  I  had  not  the  slightest  objec- 
tion, provided  they  would  treat  me  as  they  would  a  clearing-house 
member — in  other  words,  if  I  needed  assistance,  give  it  to  me. 

Mr.  Littleton.  Just  on  that  point  let  me  ask  this  question:  You 
a.skn/l  tVinTTi  thui^JjjLthp  event  thev  availed  themselves  of  the  oppor- 
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tunity  to  examine  the  condition  of  your  company,  to  verify  or  other- 
wise the  statement  you  had  made,  they  should  treat  you  as  the  clear- 
ing house  would  treat  a  clearing-house  bank — that  is,  assist  it  in  case 
it  needed  money? 

Mr.  Thoene.  That  is  correct.  Mr.  Davison  and  Mr.  Perkins  had 
been  ascertaining  the  condition  of  the  trust  companies,  and  they  told 
me  so.  They  naturally  knew  the  condition  of  the  banks  from  the 
clearing  house,  and  they  had  been  ascertaining  the  condition  of  the 
various  trust  companies.  The  only  way  they  could  do  it  was  to  go 
to  the  presidents  or  individuals  who  knew,  and  they  told  me  the 
situation  was  alarming.  They  told  me  a  good  many  things  that  I 
did  not  know.  I  did  not  know  one-tenth  what  they  knew,  because  I 
did  not  have  associations  that  would  enable  me  to  know.  We  were 
independent — not  a  member  of  the  clearing  house  nor  a  member  of 
anything.  I  simply  said  to  them,  just  exactly  as  I  have  stated  to  you, 
that  I  had  not  the  slightest  objection  to  a  committee  examining  us, 
provided  they  would  take  care  of  us  the  same  as  a  clearing-house 
member  would  be  taken  care  of — provided  they  foimd  our  condition 
to  be  as  represented. 

Mr.  Littleton.  Did  that  conversation  go  any  further  or  treat  of 
any  other  subjects  than  you  have  already  stated  ? 

Mr.  Thoene.  We  then  spoke  of  the  committee  that  would  come  in. 
1  asked  who  they  would  be  and  they  told  me  who  they  would  be.  I 
asked  when  they  would  be  in.  They  told  me  they  would  arrange  to 
have  them  in  at  7  o'clock  the  next  morning.  Mr.  Perkins  left.  Mr. 
Davison  and  I  stayed  there  for  maybe  10  minutes  and  talked  about 
the  general  condition,  and  then  I  went  home. 

Mr.  Littleton.  Did  you  go  down  the  next  morning? 

Mr.  Thoene.  I  did. 

Mr.  Littleton.  What  time  did  you  get  to  the  Trust  Co.  the  next 
morning  ? 

Mr.  Thoene.  Between  6  and  half  past  6. 

Mr.  Littleton.  Between  6  and  half  past  6  on  the  mornine  of 
the  23d?  ^ 

Mr.  Thoene.  The  23d. 

Mr.  Littleton.  Did  you  get  a  paper  the  next  morning  ? 

Mr.  Thoene.  I  read  the  paper. 

Mr.  Littleton.  What  paper  did  you  read  ? 

Mr.  Thoene.  I  could  not  tell  you.  I  read  the  World  or  the 
Herald,  I  presume. 

Mr.  Littleton.  I  suppose  there  was  a  good  deal  of  news  in  the 
newspapers  at  that  time  ? 

Mr.  Thoene.  There  was. 

Mr.  Littleton.  Did  you  read  anything  about  the  Trust  Co.  of 
America  ? 

Mr.  Thoene.  I  did  not;  not  on  the  way  down  town. 

Mr.  Littleton.  You  went  to  the  Trust  Co.  of  America,  you  say. 
Did  the  committee  come  there  ? 

Mr.  Thoene.  The  committee  came  there. 

ISIr.  Littleton.  About  what  time? 

Mr.  Thoene.  About  7  o'clock. 

Mr.  Littleton.  A  committee  composed  of  whom? 
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Mr.  Thoene.  There  were  seven  gentlemen  on  that  committee.  I 
do  not  remember  their  names,  but  they  were  principally  representa- 
tives from_  the  clearing  house — gentlemen  who  had  been  accustomed 
to  examining  financial  institutions. 

Mr.  Littleton.  Did  you  invite  them  in? 

Mr.  Thoene.  They  came  in.    I  did  not  see  them  until  they  got  in. 

Mr.  Littleton.  I  mean  to  say,  did  you  furnish  them  the  oppor- 
tunity to  examine  the  Trust  Co.  ? 

Mr.  Thorne.  They  got  there  about  7  o'clock.  None  of  the 
officers  were  there  except  myself ;  and  no  one  man  can  open  the  safes 
and  vaults  or  get  at  the  records.  I  gave  them  a  list  of  our  assets. 
I  first  gave  them  a  list  of  our  securities,  and  suggested  to  them  that 
they  go  over  the  list  and  appraise  the  list,  and  when  the  officers  came 
we  would  open  up  our  vaults,  and  they  could  take  them  and  check 
over  the  list  with  the  securities  and  see  that  the  securities  were  there 
in  accordance  with  the  list.  They  went  into  the  directors'  room  and 
commenced  doing  that  work.  As  soon  as  the  officers  came  I  took  the 
secretary  and  the  auditor  and  put  them  in  touch  with  the  committee, 
and  told  them  to  give  them  all  the  records  of  the  company,  access  to 
the  securities,  loans,  etc.,  to  enable  them  to  make  the  examination. 

Mr.  Littleton.  How  long  did  they  continue  making  their  exami- 
nation ? 

Mr.  Thoene.  They  left  there  about  between  12  and  1  o'clock. 

Mr.  Littleton.  In  the  meantime,  had  your  attention  been  drawn 
to  the  morning  papers  ? 

Mr.  Thoene.  It  had. 

Mr.  Littleton.  About  what  time? 

Mr.  Thokne.  I  should  imagine  approximately  8  or  half  past. 

Mr.  Littleton.  Who  drew  your  attention  to  them? 

Mr.  Thoene.  Mr.  Hilton,  the  secretary  of  the  company. 

Mr.  Gardner.  One  of  your  own  employees  ? 

Mr.  Thoene.  Yes;  the  secretary  of  the  Trust  Co.  of  America. 

Mr.  Littleton.  What  paper  was  your  attention  drawn  to  by  Mr. 
Hilton? 

Mr.  Thoene.  The  New  York  Times. 

Mr.  Littleton.  Was  your  attention  drawn  to  any  particular  arti- 
cle in  the  Times? 

Mr.  Thoene.  It  was. 

Mr.  Littleton.  Have  you  that  article  with  you? 

Mr.  Thorne.  I  have. 

Mr.  Littleton.  Will  you  produce  it? 

(The  witness  produced  a  paper,  which  was  handed  to  Mr.  Little- 
ton.) 

Mr.  Littleton.  The  paper  which  you  produce  is  of  date  Wednes- 
day, October  23,  1907 — the  New  York  Times.  Do  you  refer  to  the 
article  which  is  headed  "Aid  Trust  Co.  of  America  "  ? 

Mr.  Thoene.  I  do. 

Mr.  Littleton.  On  the  third  from  the  last  column  on  the  front 
page? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton  (reading) : 

It  has  twelve  millions,  and  as  much  as  may  be  needed  is  pledged.  J.  P. 
Morgan  is  to  help.  With  other  financiers  he  acts  at  night  meeting  with  Secre- 
tary Cortelyou.  The  situation  clearing.  Government  aid  pledged,  and  Cor- 
telyou  will  supervise  for  the  Treasury. 
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That  is  the  article  to  which  you  refer? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  In  order  to  make  my  examination  all  the  more 
plain,  I  think  I  shall  ask  leave  of  the  committee  to  read  this  article. 
[Reading :] 

At  a  conference  between  Secretary  Cortelyou,  who  came  on  from  Washing- 
ton in  response  to  a  hurry  call,  and  the  chief  bankers  of  the  city,  headed  by 
J.  P.  Morgan,  at  the  Hotel  Manhattan  last  night,  it  was  formally  decided  that 
the  point  needing  buttressing  now  is  the  Trust  Co.  of  America,  the  third  largest 
institution  of  its  kind  in  the  city,  and  of  which  Oalsleigh  Thorne  is  president 

Earnest  attention  was  gi^eu  to  this  new  problem,  and  the  result  was  the 
formation  of  a  powerful  syndicate  to  stand  by  the  company  at  its  opening 
to-day. 

This  determination  was  announced  at  1  a.  m.  in  the  following  official  state- 
ment, after  Mr.  Perkins  and  President  Thorne  had  been  in  conference  at  the 
Union  League  Club  subsequent  to  the  Hotel  Manhattan  gathering: 

"  THE   OFFICIAL   STATEMENT. 

"  The  chief  sore  point  is  the  Trust  Co.  of  America.  The  conferees  feel  that 
the  situation  there  is  such  that  the  company  is  sound.  Provision  has  been  made 
to  supply  all  the  cash  needed  this  morning.  The  conferees  feel  sure  the  com- 
pany will  be  able  to  pull  through.  The  company  has  $12,000,000  cash  and  as 
much  more  as  needed  has  been  pledged  for  this  purpose.  It  is  safe  to  assume 
t^*t  J.  P.  Morgan  &  Co.  will  be  leaders  in  this  movement  to  furnish  funds. 

"A  committee  has  been  named,  including  a  representative  of  Morgan  &  Co. 
iind  others,  to  look  over  the  accounts  of  the  Trust  Co.  of  America,  with  the  idea 
of  definitely  determining  its  position. 

"  The  guaranties  of  cash  made  last  night  are  for  the  purpose  of  meeting  any 
demands  upon  the  Trust  Co.  of  America,  pending  the  completion  of  this 
examination." 

After  the  close  of  the  Manhattan  conference  one  of  the  chief  conferees,  a 
clearing-house  committeeman,  said : 

"  I  think  it  safe  to  say  now  that  no  other  financial  institution  of  the  least 
importance  will  have  to  undergo  the  experiences  of  the  Knickerbocker  Trust  Co 
I  feel  optimistic  for  the  first  time  since  these  troubles  began." 

It  was  also  said  there  was  no  thought  that  the  Trust  Co.  of  America  was  in 
anythmg  like  the  position  of  the  Knickerbocker  Trust  Co.,  but  these  steps  were 
taken  with  the  intention  of  making  an  authoritative  statement  before  noon  to- 
day that  the  Trust  Co.  will  be  taken  care  of  in  any  eventuality,  providing  condi- 
tions are  found  as  sound  as  there  is  every  reason  to  believe  them  to  be 

That  these  interests  have  agreed,  pending  final  examination  of  its  accounts 
to  supply  the  Trust  Co.  of  America  with  any  cash  needed  was  pointed  to  as 
lirovmg  the  confidence  of  all  interests  in  the  soundness  of  the  company 

Those  who  were  at  the  Hotel  Manhattan  conference  with  Mr.  Cortelyou  were 
J.  P  Morgan,  George  P.  Baker,  George  W.  Perkins,  Frank  A.  Vanderlin  A  B 
Hepburn,  of  the  Chase  National  Bank;  President  Stillman,  of  the  City  Nktionai 
CoSptrolle?G?''nn°°'  '"""  '"■'^^'^^"'^  °^  ^^^  ^°'''^^^  National  Bank,  and  State 

Most  of  them  stayed  an  hour  or  more,  and  Mr.  Perkins  was  the  last  to  leave 
not  getting  away  until  nearly  12  o'clock.  leave, 

Then  it  goes  on  with  an  account  of  the  afternoon  meeting  at  Mr 
Morgans  oiRce.  Were  you  at  the  conference  at  the  Manhattan 
Hotel  s 

Mr.  TnoKNE.  I  was  not. 

Mr.  Littleton.  Were  you  invited? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  Did  you  know  there  was  such  a  conference  > 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  Did  you  know  that  the  Trust  Co.  of  America  was 
being  discussed  there? 

Mr.  Thorne.  No,  sir. 
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Mr.  Littleton.  Had  you  been  told  that  the  Trust  Co.  of  America 
would  be  discussed  there? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Had  anybody  suggested  to  you  that  its  condition 
was  regarded  as  critical? 

Mr.  Thorne.  No. 

Mr.  Littleton.  You  say  you  saw  this  at  half  past  8  on  the  morn- 
ing of  the  23d,  when  it  was  brought  to  your  attention  by  Mr.  Hilton. 
How  soon  after  that  was  it  that  you  opened  the  doors  ? 

Mr.  Thorne.  An  hour  and  a  half.     We  opened  at  10  o'clock. 

Mr.  Littleton.  On  ordinary  days,  what  provision  had  you  for 
the  paying  out  of  money?  That  is,  what  physical  convenience  did 
you  have  in  the  shape  of  windows — how  many? 

Mr.  Thorne.  One. 

Mr.  Littleton.  A  pay  window  and  a • 

Mr.  Thorne.  A  receiving  window. 

Mr.  Littleton.  What  happened  when  you  opened  the  Trust  Co. 
at  10  o'clock? 

Mr.  Thorne.  Prior  to  opening  the  Trust  Co.  on  that  morning  a 
line  had  formed ;  and  the  moment  we  opened,  of  course,  there  was  a 
rush  to  the  window. 

Mr.  Littleton.  A  line  had  formed  on  Wall  Street? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Keaching  in  what  direction — ^toward  Broad  Street? 

Mr.  Thorne.  No  ;  as  I  remember,  it  was  turned  down  toward  Wil- 
liam Street. 

Mr.  Littleton.  Down  toward  the  river? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Did  you  see  the  formation  of  the  line  before  the 
company  opened? 

Mr.  Thorne.  I  saw  the  line. 

Mr.  Littleton.  How  extensive  was  it? 

Mr.  Thorne.  I  should  think  there  were  two  or  three  or  four  hun- 
dred people  there. 

Mr.  Littleton.  And  they  were  in  the  order  in  which  people  are 
who  must  follow  one  the  other? 

Mr.  Thorne.  Yes;  they  were  in  line. 

Mr.  Littleton.  Having  seen  the  formation  of  this  line  prior  to 
the  opening,  did  you  make  any  provision  to  accommodate  them? 

Mr.  Thorne.  I  do  not  remember  whether  we  made  provision  prior 
to  the  opening  or  not — that  is,  prior  to  10  o'clock ;  but  by  11  o'clock 
or  half  past  10  we  had  seven  paying  windows  open. 

Mr.  Littleton.  In  other  words,  you  increased  sevenfold  the  physi- 
cal conveniences  of  paying  out  money  in  order  to  accommodate  this 
line? 

Mr.  Thorne.  Endeavoring  to  get  rid  of  them. 

Mr.  Littleton.  Yes. 

Mr.  Thorne.  Knowing  what  a  line  meant,  we  were  endeavoring 
to  get  rid  of  the  line. 

Mr.  Littleton.  In  other  words,  if  you  could  have  melted  up  the 
line,  absorbed  it  once,  you  felt  that  the  alarm  which  is  infectious 
and  more  or  less  unreasoning  would  not  be  likely  to  spread  to  other 
people  and  draw  attention  to  the  company  ? 

97363— No.  23—11 5 
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Mr.  Thoene.  Exactly. 

Mr.  Littleton.  What  happened  in  the  shape  of  the  absorption  or 
diminution  of  the  line  ? 
Mr.  Thoene.  It  increased.  i,   j    -f 

Mr.   Littleton.  It   increased;    and   by    12   o'clock    what   had   it 

amounted  to?  j  j-u 

Mr.  Thoene.  It  is  impossible  to  say.  It  extended  away  down  tiie 
street.    The  street  was  full  of  people. 

Mr.  Littleton.  It  was  besieging  the  doors  for  payment  ? 

Mr.  Thoene.  Surely. 

Mr.  Littleton.  How  much  money  did  you  pay  out  that  forenoon  i 

Mr.  Thoene.  I  could  not  divide  it  between  noon  and  3  o'clock.  "We 
paid  out  $13,500,000.  . 

Mr.  Littleton.  By  3  o'clock,  the  closing  hour,  you  paid  out  about 
$13,500,000? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  What  steps  did  you  take,  if  any,  to  forearm  and 
safeguard  yourself  against  the  possible  entire  depletion  of  your  cash 
or  exchequer  ? 

Mr.  Thoene.  We  called  on  J.  P.  Morgan  &  Co. 

Mr.  Littleton.  Did  you  go  over  there  ? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  Whom  did  you  see? 

Mr.  Thorne.  I  saw  Mr.  Davison,  I  saw  Mr.  Perkins,  I  saw  Mr. 
Morgan,  and  I  saw  Mr.  Stillman  there. 

Mr.  Littleton.  Mr.  Stillman  of  the  City  Bank? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  At  his  bank,  or  at  Mr.  Morgan's? 

Mr.  Thoene.  At  Mr.  Morgan's  office. 

Mr.  Littleton.  What  time  did  you  see  these  gentlemen  ? 

Mr.  Thoene.  If  you  will  notice,  that  article  states  that  the  ex- 
amining committee  were  going  to  report  at  1  o'clock,  or  thereabouts. 

Mr.  Littleton.  Yes. 

Mr.  Thoene.  The  examining  committee  left  the  Trust  Co.  of 
America  between  12  and  1  o'clock,  and  went  to  the  offices  of  J.  P. 
Morgan  &  Co.  I  went  over  there  primarily  to  find  out  what  they 
were  doing,  and  to  get  their  report.  It  may  have  been  2  o'clock.  I 
do  not  remember  what  hour  it  was.  It  may  have  been  1.30  or  2 
o'clock.  We  were  practically  out  of  funds ;  and  I  told  Mr.  Stillman, 
and  I  told  Mr.  Morgan,  and  very  likely  told  Mr.  Perkins  and  Mr. 
Davison,  that  we  had  to  have  money. 

Mr.  Littleton.  What  did  the  examining  committee  report,  Mr. 
Thorne? 

Mr.  Thoene.  So  far  as  I  know,  they  never  did  report. 

Mr.  Littleton.  Did  you  ever  see  any  report  of  theirs? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Did  you  ever  hear  of  any  report? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Did  you  ever  hear  any  challenge  of  the  statement 
that  you  had  made  the  night  before  to  Mr.  Perkins  and  Mr.  Davison 
regarding  the  assets  and  condition  of  the  company  ? 

Mr.  Thoene.  As  to  their  correctness,  you  mean  ? 

Mr.  Littleton.  Yes. 

Mr.  Thorne.  No,  sir;  I  never  did. 
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Mr.  Littleton.  Do  you  know  whether  that  committee  ever  did 
report  the  condition  of  your  company? 

Mr.  Thoene.  They  never  did  report,  so  far  as  I  know. 

Mr.  Littleton.  You  say  you  stated  to  Mr.  Morgan  and  to  these 
other  gentlemen,  and  probably  aU  of  them,  the  situation,  and  that 
you  had  to  have  money.  What  was  said  to  you  in  response  to  that 
suggestion  ? 

Mr.  Thoene.  I  do  not  remember  the  details  of  it;  but  they  ulti- 
mately let  me  have  money.  They  gave  me  a  million  dollars  that 
day. 

Mr.  Littleton.  Who  furnished  you  with  the  million  dollars? 

Mr.  Thoene.  J.  P.  Morgan  and  the  National  City  Bank,  and  the 
First  National  Bank. 

Mr.  Littleton.  Divided  between  them? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  Do  yoii  know  whether  it  was  simply  an  equal  divi- 
sion or  contribution,  or  not? 

Mr.  Thoene.  I  could  not  tell  you.  The  note  was  payable  to  J.  P. 
Morgan  &  Co.,  the  First  National  Bank,  and  the  National  City  Bank. 

Mr.  Littleton.  Did  you  make  a  note  ? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  The  Trust  Co.  of  America's  note? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  For  how  much  money? 

Mr.  Thoene.  $1,000,000. 

Mr.  Littleton.  When  was  that  note  given  ? 

Mr.  Thoene.  October  23. 

Mr.  Littleton.  At  about  what  hour  of  the  day  ? 

Mr.  Thorne.  About  3  o'clock. 

Mr.  Littleton.  Did  you  put  up  any  collateral  with  the  note? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  How  much? 

Mr.  Thoene.  I  do  not  remember  what  the  collateral  was.  The 
note  simply  stated,  "  Securities  deposited  with  J.  P.  Morgan  &  Co." 

Mr.  Littleton.  You  took  the  collateral  out  of  your  Trust  Co., 
which  you  had,  and  deposited  it  with  that  note  with  J.  P.  Morgan 
&  Co.  for  the  loan  ? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  Did  you  have  that  money  to  meet  the  situation 
the  next  morning? 

Mr.  Thoene.  We  had  that  money  to  meet  the  situation  that  after- 
noon. 

Mr.  Littleton.  Was  that  fed  out  ? 

Mr.  Thokne.  a  portion  of  it  was. 

Mr.  Littleton.  Was  that  all  the  money  you  received  on  the  23d? 

Mr.  Thoene.  No,  sir ;  it  was  not. 

Mr.  Littleton.  If  you  received  additional  money,  what  did  you 
receive  ? 

Mr.  Thoene.  We  received  a  million  and  a  half  dollars  from  the 
Hanover  National  Bank. 

Mr.  Littleton.  That  afternoon? 

Mr.  TiiORNE.  That  afternoon. 

Mr.  Littleton.  That  was  when  Mr.  Woodward  the  elder  was 
alive  ? 
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Mr.  TiroRKE.  Yes,  sir. 

Mr.  Littleton.  He  was  the  president ;  was  he  not  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Did  you  pledge  the  securities  of  the  Trust  Co.  of 
America  with  that  loan? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Did  you  receive  that  after  you  received  the  loan 
from  Mr.  Morgan. 

Mr.  Thorne.  Practically  at  the  same  time.  We  got  it  when  we 
did  not  know  which  one  we  were  going  to  get. 

Mr.  Littleton.  You  mean  you  made  two  applications  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  And  you  got  them  both  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  I  take  it  Mr.  Morgan  had  nothing  to  do  with  that 
particular  loan,  so  far  as  you  know  ? 

Mr.  Thorne.  I  do  not  think  he  knew  anything  about  it. 

Mr.  Littleton.  And  you  received  the  two  million  and  a  half  in 
the  aggregate  and  placed  it  in  your  trust  company  for  the  purpose 
of  paying  depositors  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Is  that  all  you  borrowed  that  day  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  The  situation,  I  suppose,  closed  that  night  with 
the  closing  of  the  trust  company,  so  far  as  any  tumult  or  disturbance 
down  in  your  office  was  concerned  ? 

Mr.  Thorne.  What  do  you  mean  by  '•  tumult  "  ? 

Mr.  Littleton.  I  mean  to  say,  a  crowd  of  people  coming  there. 
You  did  not  meet  down  at  your  office  that  night,  did  you  ? 

Mr.  Thorne.  I  think  we  met  uptown  that  night. 

Mr.  Littleton.  Whom  did  you  meet  ? 

Mr.  Thorne.  No  ;  it  was  that  afternoon,  the  23d,  that  Mr.  Morgan 
got  the  trust  company  presidents  together  in  his  office,  and  I  was 
asked  to  meet  them  at  the  uptown  office  of  the  Union  Trust  Co. 

Mr.  Littleton.  On  the  afternoon  of  the  23d? 

Mr.  Thorne.  On  the  evening  of  the  23d,  at  8.30. 

Mr.  Littleton.  In  the  evening? 

Mr.  Thorne.  The  night  of  the  23d. 

Mr.  Littleton.  That  is,  you  met  the  trust  company  presidents 
uptown  at  the  Union  Trust  Co.'s  office  at  8.30  on  the  evening  of 
the  23d?  ^ 

Mr.  Thorne.  I  did. 

Mr.  Littleton.  At  the  invitation  of  Mr.  Morgan? 

Mr.  Thokne.  Yes. 

Mr.  Littleton.  Or  by  arrangement? 

Mr.  Thorne.  By  arrangement  with  Mr.  Morgan. 

Mr.  Littleton.  What  was  the  object  of  the  meeting? 

Mr.  Thorne.  My  object  was  to  get  some  money. 

Mr.  Ltttleton.  I  suppose  you  wanted  to  get  as  many  of  them 
together  as  you  could  to  get  the  money,  did  you  not  ? 

Mr.  Thorne.  I  had  nothing  to  do  with  that.    Mr.  Morgan  did  that. 

Mr.  Littleton.  When  you  got  there  what  occurred — in  short  sub- 
stance, Mr.  Thorne? 
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Mr.  Thorne.  I  found  Mr.  Morgan,  Mr.  Stillman,  Mr.  Woodward, 
and  Mr.  King 

Mr.  Littleton.  Who  was  Mr.  King? 

Mr.  Thoene.  The  late  Mr.  Edward  King,  who  was  at  the  time 
president  of  the  Union  Trust  Co.  I  found  them  in  the  office  of  the 
Union  Trust  Co.  The  situation  regarding  the  Trust  Co.  of  America 
was  gone  into.  They  asked  me  how  much  money  I  had  paid  out. 
They  asked  me  what  our  deposits  were.  They  asked  me  what  our 
time  deposits  were,  what  our  checking  deposits  were,  and  how  much 
money  we  needed.  Finally  they  agreed  to  loan  us  $10,000,000  on 
$20,000,000  of  securities. 

Mr.  Littleton.  Please  pause  there  for  just  a  moment.  They 
agreed  to  loan  you  $10,000,000  provided  the  Trust  Co.  of  America 
would  put  up  in  value  $20,000,000  of  securities  ? 

Mr.  Thorne.  In  par  value. 

Mr.  Littleton.  Yes ;  I  mean  in  par  value. 

Mr.  Thorne.  Securities,  loans,  mortgages — said  securities  to  be 
selected  by  Mr.  Strong  and  Mr.  Kilborn,  whom  they  appointed  as 
representing  them  to  pick  out  the  $20,000,000  from  our  entire  assets. 
We  adjourned  from  that  office  to  my  house,  which,  as  you  know,  is 
only  a  block  away. 

Mr.  Littleton.  Yes. 

Mr.  Thorne.  I  had  all  of  the  cards  and  lists  of  the  securities,  and 
these  gentlemen  took  them  and  selected  out  the  $20,000,000  that  they 
desired ;  and  next  morning  I  got  them  and  took  them  up  to  the  Union 
Trust  Co. 

Mr.  Littleton.  Did  you  make  a  contract  evidencing  that  loan? 

Mr.  Thokne.  Yes,  sir. 

Mr.  Littleton.  Have  you  got  that  contract  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Will  you  produce  it,  please? 

(Mr.  Thorne  produced  a  paper,  which  was  handed  to  Mr.  Little- 
ton.) 

Mr.  Littleton.  I  will  read  part  of  this  agreement.     [Reading :] 

An  agreement,  dated  the  24th  day  of  October,  1907,  between  the  Trust  Co.  of 
America,  a  corporation  of  the  State  of  New  Xorli  (hereinafter  called  the 
America  Co.),  of  the  flrst  part,  and  Union  Trust  Co.  of  New  Yorlj.  a  corpora- 
tion of  said  State  (hereinafter  called  the  Union  Co.),  acting  for  itself  and  for 
others  as  interests  may  appear,  of  the  second  part. 

That  contract  is  signed,  as  evidenced  by  the  date  in  the  attestation 
clause,  on  the  28th  of  October.  That  can  not  be  correct,  can  it,  Mr. 
Thorne? 

Mr.  Thorne.  It  may  not  have  been  signed  until  the  28th. 

Mr.  Littleton.  Oh,  I  see.  It  is  dated  the  24th.  It  recites  that 
it  is  entered  into  on  the  24th,  but  it  was  signed  on  the  28th. 

Mr.  Thorne.  It  was  entered  into  verbally  on  the  night  of  the  23d. 
The  securities  were  delivered  the  morning  of  the  24th  and  the  prin- 
cipal payments  made  then. 

Mr.  Littleton.  It  recites  as  follows — and  perhaps  this  is  really  the 
nub  of  the  whole  thing : 

The  Union  Co.,  acting  for  itself  and  for  others  as  interest  may  appear,  has 
advanced  to  the  American  Co.  the  sum  of  $10,000,000.  To  secure  the  repayment 
by  it  of  said  amount  with  interest  the  American  Co.  has  delivered  to  the  Union 
Co.  various  securities  or  orders  for  the  delivery  thereof  to  the  Union  Co.     The 
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securities  so  delivered,  and  to  be  delivered  to  the  Union  Co.  by  the  America 
Co.,  are  hereinafter  termed  the  pledged  securities  and  are  of  the  following 
cl.asses : 

(o)   Bonds  and  mortgages  on  real  estate. 

(6)   Corporate  stocks  and  bonds. 

(c)  Bills  receivable. 

(d)  Demand  collateral  loans. 

(e)  Time  collateral  loans. 

The  America  Co.  has  delivered  or  agreed  to  deliver  to  the  Union  Co.  proper 
instruments  of  assignment  and  transfer  to  the  Union  Co.,  or  as  the  Union  Co. 
may  require,  of  the  pledged  securities  so  far  as  not  in  negotiable  form,  and  has 
delivered  to  the  Union  Co.  schedules  of  the  pledged  securities  stating  the  value 
thereof  as  estimated  by  Horace  M.  Kilborn,  of  the  National  City  Bank  for  the 
purposes  of  this  agreement. 

Said  advances  have  been  made  by  the  Union  Co.  in  contemplation  of  this 
agreement  and  on  the  faith  hereof. 

For  a  valuable  consideration  it  is  agreed  as  foUovys : 

First.  Said  advances  of  $10,000,000,  with  interest  thereon  at  the  rate  of  3 
per  cent  per  annum  from  the  respective  dates  at  which  they  were  made,  are  now 
due  and  repayable. 

If  you  will  pardon  me,  Mr.  Thorne,  I  do  not  understand  that  pro- 
vision : 

Said  advances  of  $10,000,000,  with  interest  thereon  at  the  rate  of  6  per  cent 
per  annum  from  the  respective  dates  at  which  they  were  made,  are  now  due 
and  repayable. 

Is  that  a  customary  provision  in  loans  ? 

Mr.  Thobne.  It  means,  really,  that  it  was  a  demand  loan.  It  is  a 
lawyer's  way  of  expressing  it,  or  that  is  what  I  thought.  In  other 
words,  it  was  a  demand  loan.  They  could  demand  it  at  any  time 
they  wanted. 

Mr.  Littleton.  That  is  rather  an  ironclad  way  of  expressing  a 
demand  loan,  is  it  not?     [Reading:] 

Second.  The  Union  Co.  shall,  for  all  the  purposes  of  this  agreement,  be  deemed 
vested  with  the  legal  title  to  the  pledged  securities  and  shall  have,  and  without 
notice  to  the  America  Co.,  may  exercise,  with  respect  to  the  pledged  securities, 
every  right  and  power  of  owner  thereof. 

And  then  it  goes  on  with  a  provision  which  I  shall  not  read;  but 
I  shall  ask.  with  your  leave,  that  this  contract  be  made  a  part  of  the 
record.    I  suppose  you  want  the  original  back,  do  you  not  ? 

Mr.  Thorne.  I  should  like  to  have  the  original. 

Mr.  Littleton.  This  is  the  original,  is  it  ? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  We  can  return  that,  can  we  not;  Mr.  Chairman? 

The  Chairman.  Yes. 

Mr.  Littleton.  I  shall  ask  that  that  be  made  a  part  of  the  record 
and  then  returned  to  him. 

(Said  paper,  which,  by  direction  of  the  committee  was  made  part 
of  the  record,  is,  in  full,  as  follows:) 

An  agreement,  dated  the  2-tth  day  of  October.  1907,  between  the  Trust  Co  of 
America,  a  corporation  of  the  State  of  New  York  (hereinafter  called 'the 
America  Co.)  of  the  first  part,  and  Union  Truct  Co.  of  New  York,  a  corpora- 
tion of  said  State  (hereuiafter  called  the  Union  Co.  acting  for  itself  and  for 
others  as  interests  may  appear,  of  the  second  part. 

The  Union  Co..  acting  for  itself  and  for  others  as  interest  may  appear,  has 
advanced  to  the  America  Co,  the  sum  of  $10,000,000.  To  secure  the  repayment 
by  It  of  said  amount  with  interest,  the  America  Co.  has  delivered  to  the  Union 
Co.  various  securities  or  orders  for  the  delivery  thereof  to  the  Union  Co.  The 
securities  so  delivered  and  to  be  delivered  to  the  Union  Co.  by  the  America 
Co.  are  hereinafter  termed  the  pledged  securities  and  are  of  thp  fr.u^^< — 
classes : 
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(o)   Bonds  and  mortgages  on  real  estate. 
(6)   Corporate  stocks  and  bonds. 

(c)  Bills  receivable. 

(d)  Demand  collateral  loans. 

(e)  Time  collateral  loans. 

The  America  Co.  lias  delivered  or  agreed  to  deliver  to  the  Union  Co.  proper 
instruments  of  assignment  and  transfer  to  the  Union  Co.  or  as  the  Union  Co. 
may  require,  of  the  pledged  securities  so  far  as  not  in  negotiable  form,  and  has 
delivered  to  the  Union  Co.  schedules  of  the  pledged  securities  stating  the  value 
thereof  as  estimated  by  Horace  M.  Kilborn,  of  the  National  Bank,  for  the  pur- 
poses of  this  agreement. 

Said  advances  have  been  made  by  the  Union  Co.  in  contemplation  of  this 
agreement  and  on  the  faith  hereof. 

For  a  valuable  consideration  it  is  agreed  as  follows : 

First.  Said  advances  of  $10,000,000  with  interest  thereon  at  the  rate  of  6  per 
cent  per  annum  from  the  respective  dates  at  which  they  were  made  are  now 
due  and  repayable. 

Second.  The  Union  Co.  shall  for  all  the  purposes  of  this  agreement  be  deemed 
vested  with  the  legal  title  to  the  pledged  securities  and  shall  have,  and  without 
notice  to  the  America  Co.,  may  exercise,  with  respect  to  the  pledged  securities 
every  right  and  power  of  owner  thereof  for  the  collection  or  enforcement 
thereof  or  by  the  terms  thereof  conferred  upon  the  America  Co.  or  on  the  owner 
or  holder  thereof;  provided,  however,  that  unless  at  public  sale  in  the  city  of 
New  York  on  10  days'  notice  to  the  America  Co.  to  be  given  in  writing  through 
the  mails  addressed  to  it  at  No.  .37  Wall  Street,  New  York  City,  the  Union  Co. 
shall  not  sell  in  the  enforcement  or  collection  of  any  of  the  collateral  loans 
constituting  part  of  the  pledged  securities,  any  of  the  collateral  therefor  not 
having  a  market  quotation  in  the  city  of  New  York,  at  a  price  less  than  shall 
have  been  approved  either  (a)  by  or  on  behalf  of  the  America  Co.  by  Its 
president  or  the  chairman  of  its  executive  committee,  or  the  legal  representative 
of  said  company,  or  (6)  by  the  senior  member  at  the  time  in  the  New  York 
office,  of  the  firm  of  J.  P.  Morgan  &  Co.  as  from  time  to  time  constitued,  or 
any  successor  firm. 

For  the  repayment  of  said  indebtedness  the  Union  Co.  may  sell  the  pledged 
securities,  or  any  thereof,  at  the  New  York  Stock  Exchange  or  in  the  city  of 
New  York  or  elFewhere,  at  any  brokers'  board  or  on  the  curb  or  at  public  or 
private  sale,  without  notice  of  the  amount  claimed  to  be  due,  without  adver- 
tisement, without  notice  of  intention  to  sell,  or  of  the  time  or  place  of  sale, 
each  and  every  one  of  which  is  hereby  waived.  Unless  sold  at  public  sale  in 
the  city  of  New  Y''ork  on  10  d:iys'  notice  to  the  America  Co.,  to  be  given  in 
writing  through  the  mails,  addressed  to  it  at  No.  .37  Wall  Street,  New  York 
City,  none  of  the  pledged  securitie.?;  shall  be  sold  at  prices  less  than  shall  have 
been  approved  either  (o)  by  or  on  behalf  of  the  America  Co.  by  its  president, 
the  chairman  of  its  executive  committee,  or  the  legnl  representative  of  said 
company;  or  (6)  by  the  senior  member  at  the  time  in  the  New  York  office 
of  the  firm  of  J.  P.  Morgan  &  Co.,  as  from  time  to  time  constituted,  or  any 
successor  firm:  Provided,  hotrcver.  That  (1)  any  bonds  and  mortgages  consti- 
tuting part  of  the  pledged  securities  may  be  sold  in  the  uncontrolled  discretion 
of  the  Union  Co.  at  private  sale  at  a  price  not  less  than  on  a  5  per  cent  per 
annum  basis,  and  (2)  any  bills  receivable  constituting  part  of  the  pledged 
securities  may  similarly  be  sold  in  the  uncontrolled  discretion  of  the  Union  Co.. 
at  private  sale,  at  a  discount  not  greater  than  at  the  rate  of  8  per  cent  per 
annum. 

At  any  public  sale  or  sales  or  any  sale  at  the  New  York  Stock  Exchange,  or 
any  brokers'  board  or  on  the  curb,  of  any  of  the  pledged  securitios.  tlio  Union 
Co.  or  any  corporation,  firm,  or  person  which  may  be  interested  in  said  .Tdvances 
or  otherwise  under  this  agreement  may  bid  for  and  purchase  the  whole  or 
any  part  of  the  pledged  securities  so  sold  discharged  from  any  right  of  re- 
demption by  or  on  behalf  of  the  America  Co.,  which  is  hereby  released  to  the 
purchaser.  The  Union  Co.  or  any  corporation,  firm,  or  person  which  may  be  so 
interested  in  said  advances  or  otherwise  under  this  agreement  may  purchase 
at  the  rate  aforesaid,  free  from  any  right  of  redemption  by  or  on  behalf  of 
the  America  Co.,  which  is  hereby  released  to  such  purchaser,  any  bonds  and 
mortgages  constituting  part  of  the  pledged  securities. 

Third.  The  America  Co.  will  at  the  request  of  the  Union  Co.  from  time  to 
time  do  such  acts  and  execute  and  deliver  to  the  Union  Co.  such  other  instru- 
ments of  transfer  as  in  its  unrestricted  discretion  the  Union   Co.  may  deem 
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expedient  in  order  to  vest  in  the  Union  Co.  tlie  legal  title  to  the  ijledtce<l  se- 
curities. 

Fourth.  Whenever  and  as  often  as  the  principal  amount  of  s:iid  jidvances 
shall  be  reduced  by  a  sum  of  $1,000,000,  the  America  Co.  shall  be  entitled  in 
respect  of  its  indebtedness  so  repaid  to  a  proportionate  return  of  the  pledged 
securities  (other  than  approximately  $3,000,000  time  collateral  loaus*  secured  by 
participations  in  the  Norfolk  &  Southern  Railway  Co.  Syndicate),  i.  e.,  10  per 
CGnt  tiiorGof. 

The  securities  to  be  so  delivered  shall,  as  far  as  in  the  judgment  of  the 
Union  Co.  practicable,  be  taken  proportionately  from  the  respective  classes  of 
the  pledged  securities  specified  in  the  recitals  to  this  agreement— i.  e.,  10  per 
cent  in  amount  of  each  class,  the  particular  securities  to  be  selected  in  each 
class  by  the  Union  Co.  in  Its  discretion  and  to  be  taken  at  the  estimated  value 
at  which  such  securities  have  been  pledged. 

For  the  purposes  of  this  article  any  of  the  pledged  securities  the  proceeds  of 
the  sale  or  other  realization  of  which  by  the  Union  Co.  shall  form  part  of  the 
installment  of  $1,000,000  by  which  such  indebtedness  of  the  America  Co.  shall 
be  reduced  and  in  respect  of  which  such  return  of  part  of  the  pledged  securi- 
ties shall  be  sought,  shall  to  the  extent  aforesaid  be  counted  as  part  of  the 
pledged  securities  to  be  returned  to  the  America  Co.  and  be  deemed  to  be  re- 
delivered to  the  America  Co. 

Fifth.  Of  the  bonds  and  mortgages  constituting  part  of  the  pledged  securi- 
ties, bonds  and  mortgages  to  the  extent  of  $2,000,000  principal  amount  thereof 
shall  not,  while  the  America  Co.  shall  continue  to  carry  on  business,  be  sold 
by  the  Union  Co.  until  after  the  realization  of  the  others  of  the  pledged  securi- 
ties, but  the  amount  of  bonds  and  mortgages  so  to  be  reserved  shall  be  reduced 
by  the  amounts  of  any  bonds  and  mortgages  actually  redelivered  to  the  America 
Co.  in  respect  of  reductions  in  its  said  indebtedness,  and  this  article  shall  not  be 
deemed  to  prevent  the  Union  Co.  from  collecting  any  of  said  bonds  and  mort- 
gages in  default  or  from  receixing  voluntary  payment  thereof  from  the  mort- 
gagors. 

Sixth.  When  all  advances  so  made  to  the  America  Co.  shall  with  interest 
at  the  rate  of  6  per  cent,  per  annum,  calculated  quarterly,  together  with  all 
expenses  incurred  by  the  Union  Co.  and  those  for  whom  it  acts,  have  been  re- 
paid by  the  America  Co.  or  out  of  the  net  proceeds  of  the  collection,  sale  or 
other  realization  of  the  pledged  securities  the  Union  Co.  shall  redeliver  to  the 
America  Co.  and  residue  in  the  hands  of  the  Union  Co. 

In  witness  whereof  this  instrument  has  been  executed  in  duplicate  under  the 
corporate  seals  of  the  respective  parties,  the  America  Co.  by  its  president  and 
secretary  and  the  Union  Co.  by  its  president  and  secretary  this  28th  day  of 
October,  1907. 


Attest : 

(Seal  of  the  Trust  Co.  of  America.) 

Attest : 

(Seal  of  Union  Trust  Co.  of  New  York.) 


The  Trust  Co.  of  America, 
By  Oakleigh  Thorne,  President. 

J.   (?)  Hilton,  Secretary. 

Union  Trust  Co.  of  New  York, 
By  Edward  King,   President. 

J.  V.  B.  Thayer,  Secretary. 


State  of  New  York, 

County  of  New  York,  ss: 
On  this  28th  day  of  October,  1907,  before  me  personally  came  Oakleigh 
Thorne,  to  me  known,  who,  being  by  me  duly  sworn,  did  depose  and  say  that  he 
resided  in  Millbrook,  N.  Y. ;  that  he  is  president  of  the  Trust  Co.  of  America, 
one  of  the  corporations  described  in  and  which  executed  the  foregoing  instru- 
ment ;  that  he  knew  the  seal  of  said  corporation ;  that  the  seal  affixed  to  said 
Instrument  was  such  corporate  seal ;  that  it  was  so  affixed  by  order  of  the  board 
of  directors  of  said  corporation,  and  that  he  signed  his  name  thereto  by  like 
order. 

Chables  a.  Roberts, 
Notary  Public,  New  York  County. 
(Kotarlal  seal.) 
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State  of  New  Yobk, 

County  of  Neio  York,  ss: 
On  this  28th  day  of  October,  1907,  before  me  personally  came  Edward  King, 
to  me  known,  who,  being  my  me  duly  sworn,  did  depose  and  say  that  he  re- 
sided In  the  city  of  New  Torli ;  that  he  is  president  of  Union  Trust  Co.  of  New 
York,  one  of  the  corporations  described  in  and  which  executed  the  foregoing 
instrument;  that  he  knew  the  seal  of  said  corporation;  that  the  seal  affixed 
to  said  instrument  was  such  corporate  seal;  that  it  was  so  affixed  by  order  of 
the  board  of  trustees  of  said  corporation,  and  that  he  signed  his  name  thereto  by 
like  order. 

Peter  Palmer, 
Notary  Puilic,  King's  County. 
(Notarial  seal.) 
Certificate  filed  in  New  York  County. 

Mr.  Littleton.  From  whom  did  you  receive  the  $10,000,000? 

Mr.  Thoenb.  Edward  King,  of  the  Union  Trust  Co. 

Mr.  Littleton.  In  what  form? 

Mr.  Thoene.  Cash. 

Mr.  Littleton.  In  what  amounts? 

Mr.  Thoene.  We  received  $6,951,000  on  October  24 ;  $2,150,000  on 
the  25th;  $180,000  on  the  26th ;  $591,000  on  the  28th;  $100,000  on  the 
30th ;  and  the  balance  on  the  31st. 

Mr.  Littleton.  By  that  time — I  am  anticipating  the  story  a 
little — had  the  storm  rather  blown  by  ? 

Mr.  Thoene.  No 

Mr.  Littleton.  I  suppose  (to  generalize  it)  you  continued  on  the 
'24th,  25th,  and  26th,  to  pay  out  money  to  people  on  demand  ? 

Mr.  Thoene.  We  did  not  after  about  the  25th. 

Mr.  Littleton.  Do  you  mean  that  they  ceased  to  demand  so  much, 
or  what  do  you  mean? 

Mr.  Thoene.  No  ;  we  did  not  pay  them  as  rapidly.  We  closed  up 
five  or  six  of  the  windows  that  we  had  opened. 

Mr.  Littleton.  You  were  not  so  generous  with  the  windows? 

Mr.  Thoene.  No. 

Mr.  Littleton.  You  paid  them  as  they  came,  but  you  required 
them  to  be  a  little  bit  more  patient  in  the  presentation  of  themselves. 
You  continued  to  pay  out  with  whatever  facilities  you  had  reduced 
yourself  to  until  the  storm  blew  by ;  did  you  ? 

Mr.  Thokne.  Yes,  sir. 

Mr.  Littleton.  Did  you  receive  any  more  money  than  the  amount 
you  have  described  from  King  or  from  the  Union  Trust  Co.  ? 

Mr.  Thoene.  We  did. 

Mr.  Littleton.  From  whom? 

Mr.  Thoene.  Edward  King. 

Mr.  Littleton.  Under  another  arrangement? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  When  was  that  made? 

Mr.  Thokne.  On  November  6. 

Mr.  Littleton.  How  much  did  you  receive  then  ? 

Mr.  Thoene.  $15,000,000. 

Mr.  Littleton.  Under  a  contract? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  Have  you  got  that  contract? 

Mr.  Thoene.  Yes,  sir. 

Mr.  Littleton.  Is  it  like  the  other  one? 

Mr.  Thoene.  It  is  somewhat  similar. 

Mr.  Littleton.  What  did  you  put  up  in  the  way  of  securities  ? 
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Mr.  Thoene.  Weput  up  $30,000,000. 

Mr.  Littleton.  Will  you  produce  the  contract  that  evidenced  that 
loan,  please? 

Mr.  Thoene.  Yes,  sir  [producing  a  paper,  which  was  handed  to 
Mr.  Littleton]. 

Mr.  Littleton.  You  have  exhibited  a  contract  which  is  dated  the 
6th  of  November,  1907,  between  the  Trust  Co.  of  America  and  the 
Union  Trust  Co.,  which,  in  substance,  provides  for  the  loan  of  $15,- 
000,000,  and  is  based  upon  collateral  which  you  furnished  the  Union 
Trust  Co.,  the  par  value  of  which  was  $30,000,000.    Is  that  right? 

Mr.  Thoene.  Yes.  That  is  not  an  agreement  to  loan  $15,000,000. 
It  is  an  agreement  to  loan  up  to  $15,000,000. 

Mr.  Littleton  (reading)  : 

The  America  Co.  desires  to  obtain  the  additional  amount  of  $15,000,000 
and  to  that  end  to  obtain  the  issue  of  clearing-house  certificates  to  that 
amount  against  the  pledge  of  assets  of  the  America  Co. 

In  conemplation  of  the  execution  of  this  agreement,  Edward  King,  Edward 
W.  Sheldon,  James  N.  Wallace,  Edwin  S.  Marston,  John  I.  Waterbury,  and 
John  W.  Castles  have  been  appointed  a  committee  to  act  in  an  advisory  ca- 
pacity in  the  management  of  the  America  Co.  Said  persons  and  their  suc- 
cessors are  hereinafter  termed  the  committee. 

For  a  valuable  consideration,  It  is  agreed  as  follows : 

First.  The  America  Co.  will  deliver  to  the  Union  Co.  such  of  its  corporate 
assets  as  the  committee  may  select  or  approve  to  serve  as  the  basis  for  the 
Issue  by  the  New  York  Clearing  House  Association  of  clearing  house  cer- 
tificates, and  will  deliver  such  assets  to  such  amount  as  the  committee  may 
deem  requisite  for  the  purposes  of  this  agreement.  The  America  Co.  authorizes 
the  Union  Co.  and  any  of  its  associates  in  interest  acting  directly  or  through 
any  bank  or  banks,  members  of  the  Clearing  House  Association,  to  take  in 
respect  of  said  assets  or  any  securities  of  the  America  Co.  which  as  herein- 
after provided  in  article  2,  may  be  used  for  that  purpose,  any  action  which 
may  be  required  by  the  clearing  house  in  order  effectually  to  pledge  the 
same  for  the  purposes  of  such  issue.  Said  securities  shall  be  delivered  to  the 
Union  Co.  in  negotiable  form. 

Did  you  obtain  the  $15,000,000  tlius  provided  for,  or  approxi- 
mately that  amount? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Littleton.  Will  you  state  the  times  and  the  amounts  when 
you  received  that? 

Mr.  Thorne.  We  received  $1,000,000  on  November  6;  $2,700,000 
on  the  7th;  $1,000,000  on  the  8th;  $500,000  on  the  9th;  $2,850,000 
on  the  11th;  $300,000  on  the  12th;  $200,000  on  the  13th;  $400,000  on 
the  14th;  $400,000  on  the  15th;  $350,000  on  the  16th;  $800,000  on 
the  18th ;  $150,000  on  the  19th ;  $150,000  on  the  23d ;  $200,000  on  the 
25th;  $200,000  on  the  29th;  $250,000  on  the  30th;  $200,000  on  De- 
cember 2 ;  $100,000  on  December  3 ;  $100,000  on  December  7 ;  $100,000 
on  December  12 ;  $100,000  on  December  13 ;  $100,000  on  December  16  • 
$1,300,000  on  December  19 ;  and  $1,550,000  on  February  4.  ' 

(By  direction  of  the  committee,  the  paper  above  referred  to  and 
quoted  from  is  copied  in  full  into  the  record  at  this  point.  Said 
paper  is  as  follows:) 

An  agreement  dated  the  6th  day  of  November,  1907,  between  the  Trust  Co. 
of  America,  a  corporation  of  the  State  of  New  Tork  (hereinafter  called  the 
America  Co.),  and  Union  Trust  Co.  of  New  York,  a  corporation  of  said  State 
(hereinafter  called  the  Union  Co.),  acting  for  itself  and  for  others,  as  in- 
terests may  appear. 

The  Union  Co.,  acting  as  aforesaid  for  itself  and  others,  heretofore  made 
advances  to  the  America  Co.  to  the  amount  of  ?10,000,000,  payable  immediately, 
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and  bearing  interest  at  tlie  rate  of  6  per  cent  per  annum,  and  to  secure  said 
advances  the  America  Co.  delivered  to  the  Union  Co.  certain  securities  here- 
inafter termed  collectively  the  original  pledged  securities.  The  parties  entered 
into  an  agreement  dated  the  24th  day  of  October,  1907,  regulating  the  rights 
and  powers  of  the  Union  Co.  with  respect  to  the  original  pledged  securities. 

The  America  Co.  desires  to  obtain  the  additional  amount  of  $15,000,000,  and 
to  that  end  to  obtain  the  issue  of  clearing-house  certificates  to  that  amount 
against  the  pledge  of  assets  of  the  America  Co. 

In  contemplation  of  the  execution  of  this  agreement  Edward  King,  Edward  W. 
Sheldon,  James  N.  Wallace,  Edwin  S.  Marston,  John  I.  Waterbury,  and  John  W. 
Castles  have  been  appointed  a  committee  to  act  in  an  advisory  capacity  in 
the  management  of  the  America  Co.  Said  persons  and  their  successors  are 
hereinafter  termed  the  committee. 

For  a  valuable  consideration  it  is  agreed  as  follows : 

First.  The  America  Co.  will  deliver  to  the  Union  Co.  such  of  its  corporate 
assets  as  the  committee  may  select  or  approve  to  serve  as  the  basis  for  the 
issue  by  the  New  York  Clearing  House  Association  of  clearing-house  certifi- 
cates, and  will  deliver  such  assets  to  such  amount  as  the  committee  may  deem 
requisite  for  the  purpose  of  tliis  agreement.  The  America  Co.  authorizes  the 
Union  Co.  and  any  of  its  associates  in  interest  acting  directly  or  through  any 
bank  or  banks,  members  of  the  Clearing  House  Association,  to  take  in  respect 
of  said  assets  or  any  securities  of  the  America  Co.,  which,  as  hereinafter  pro- 
vided in  article  2,  may  be  used  for  that  purpose,  any  action  which  may  be 
required  by  the  clearing  house  in  order  effectually  to  pledge  the  same  for  the 
purposes  of  such  issue.  Said  securities  shall  be  delivered  to  the  Union  Co. 
In  negotiable  form. 

Second.  The  America  Co.  delivering  assets  as  aforesaid  from  time  to  time 
to  the  Union  Co.,  the  Union  Co.  acting  as  aforesaid,  will  endeavor  to  obtain  in 
respect  of  such  assets  so  delivered,  and  of  the  original  pledged  securities,  the 
issue  of  clearing-house  certificates  to  amounts  not  exceeding  in  the  aggregate 
$15,000,000  face  value  of  such  certificates.  The  Union  Co.  and  its  said  associ- 
ates in  interest  may  themselves  supply  the  assets  requisite  for  the  issue  of 
clearing-house  certificates  for  the  purposes  of  this  agreement  (but  shall  be 
under  no  obligation  so  to  do),  and  may  themselves  make  advances  In  respect  of 
such  assets  without  procuring  the  issue  of  clearing-house  certificates  (but  shall 
be  under  no  obligation  so  to  do). 

Any  clearing-house  certificates,  the  Issue  of  which  shall  be  procured  pursuant 
to  this  agreement,  shall  be  deemed  as  between  the  parties  to  this  agreement  to 
be  issued  for  the  account  and  at  the  risk  of  the  America  Co. 

Third.  The  America  Co.  having  delivered  assets  as  aforesaid,  shall  be  en- 
titled to  the  return  by  the  Union  Co.  whether  out  of  such  assets  or  the  original 
peldged  securities,  of  assets  to  such  amount  as  with  the  assets  in  possession  of 
the  America  Co.  shall  be  not  less  than  $7,000,000  in  value,  the  intent  being  to 
have  said  $7,000,000  in  value  of  assets  In  the  possession  of  the  America  Co.,  so 
that  the  America  Co.  may  have  such  assets,  in  addition  to  the  equity  in  the 
pledged  securities  and  assets,  available  for  the  payment  of  depositors.  Such 
returned  assets  shall  be  taken  at  the  value  fixed  by  the  committee,  and  said 
returned  securities  at  the  estimated  value  at  which  they  shall  have  been 
pledged,  the  particular  assets  and  securities  to  be  returned  to  be  selected  by  the 
Union  Co.  in  its  uncontrolled  discretion. 

Fourth.  All  advances  made  to  the  America  Co.,  whether  those  for  which  the 
original  pledged  securities  were  pledged  or  pursuant  to  this  agreement,  either 
by  obtaining  the  issue  of  clearing-house  certificates  or  directly,  shall  be  deemed 
to  be  due  and  forthwith  repayable  with  interest  at  the  rate  of  6  per  cent  per 
annum  from  the  respective  dates  at  which  such  advances  were  made. 

For  the  repayment  (1)  of  any  unpaid  residue  of  said  original  advances,  and 
(2)  of  any  liability  incurred  by  the  Union  Co.  or  its  associates  in  respect  to 
clearing-house  certificates  procured  to  be  issued  by  them,  and  (3)  of  all  moneys 
advanced  by  them  to  the  America  Co.  for  the  purposes  of  this  agreement,  the 
I'fnion  Co.  shall  hold  the  original  pledged  securities  in  its  hands,  together  with 
all  other  assets  of  the  America  Co.  delivered  to  It,  subject  to,  hovsever,  the 
provisions  of  article  third  hereof,  aud  subject  to  any  j)ledge  thereof  against 
the  issue  of  clearing-house  certificates,  or  against  advances  in  lieu  of  clearing- 
house certificates,  and  shall  for  all  the  purposes  of  this  agreemeiit  be  deemed 
vested  with  the  legal  title  thereto,  and  shall  have  and  may  exercise  with  re- 
spect thereto  every  right  and  power  of  owner  thereof  for  the  collection  and 
enforcement  thereof  or  by  the  terms  thereof  conferred  upon  the  America  Co. 
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or  on  the  owner  or  holder  thereof,  and  may  for  the  repayment  of  siiid  indebted- 
ness or  liability  sell  the  same  or  any  thereof  on  the  New  Tork  Stock  Exchange, 
or  in  the  city  of  New  York  or  elsewhere,  at  any  brokers'  board,  or  on  the  curb, 
or  at  public  or  private  sale,  without  notice  of  the  amount  claimed  to  be  due. 
without  advertisement,  without  notice  of  intention  to  sell  or  of  the  time  or 
place  of  sale,  each  and  every  one  of  which  is  hereby  waived ;  and  at  any  public 
or  private  sale  or  sales,  or  any  sale  on  the  New  York  Stock  Exchange,  or  any 
brokers'  board  or  on  the  curb,  the  Union  Co.  or  any  of  its  associates,  or  any 
corporation,  firm,  or  person  which  may  be  interested  in  said  adxances  or  other- 
wise under  this  agreement,  may  bid  for  and  purchase  all  or  any  of  the  securi- 
ties or  assets  so  sold,  discharged  from  any  right  of  redemption  on  or  in  behalf 
of  the  America  Co.  which  is  hereby  released  to  the  purchaser. 

Fifth.  Articles  second,  fourth,  and  fifth  of  the  agreement  of  October  24. 
1907,  shall  so  far  as  unexecuted  have  no  further  effect,  and  this  agreement 
shall  supersede  said  agreement  wherever  inconsistent  therewith  in  other  re- 
spects. 

Sixth.  This  agreement  has  been  made  on  the  faith  of  the  representations 
made  by  Oakleigh  Thorne,  the  president  of  the  America  Co.,  that  of  its 
trust  deposits,  amounting  to  $6,000,000,  practically  all  are  time  deposits,  not  at 
present  payable  but  payable  at  various  times  over  a  period  of  three  years,  and 
that  of  the  call  deposits  with  the  America  Co.,  depositors  to  the  amount 
of  about  $6,000,000  have  signified  their  willingness  to  allow  their  deposits  to 
remain  on  time,  and  the  America  Co.  agrees  to  use  its  best  endeavors  to 
have  depositors  exchange  their  demand  deposits  for  time  certificates. 

In  witness  whereof  the  Trust  Co.  of  America  has  caused  this  agreement  to 
be  signed  in  its  corporate  name  by  its  president,  and  Union  Trust  Co.  of  New 
York,  has  caused  its  corporate  name  to  be  signed  to  this  agreement  by  its 
president  the  day  and  year  first  above  written. 

The  Trust  Company  of  Amebic^., 
By  Oakleigh  Thorne.  President. 

Attest : 

(?)  Hilton,  Secretary. 

Union  Trust  Co.  of  New  York, 
P.y  Edwd.  King,  President. 
(Seal  of  the  Trust  Co.  of  America,  i 
Attest : 

,7.  V.  B.  Thaver,  Secretury. 
(Seal  of  Union  Trust  Co.  of  New  York.) 

State  op  New  York,  County  of  'Seic  York,  ss: 

On  this  9th  day  of  November,  1907,  before  me  personally  came  Oakleigh 
Thorne,  to  me  known,  who,  being  by  me  duly  sworn,  did  depose  and  say  that  he 
resided  in  Millbrook,  N.  Y. ;  that  he  is  president  of  the  Trust  Co.  of  America, 
one  of  the  corporations  described  in  and  which  executed  the  forgoing  instru- 
ment ;  that  he  knew  the  seal  of  said  corporation ;  that  the  seal  afiixed  to  said 
instrument  was  such  corporate  seal ;  that  it  was  so  afiixed  by  order  of  the 
board  of  directors  of  said  corporation,  and  that  he  signed  his  name  thereto  by 
like  order. 

L.  B.  Grant. 
yotary  PuWic,  Kings  County,  No.  25. 

Certificate  filed  in  New  York  County. 

State  or  New  York,  County  of  Neic  York,  ss: 

On  this  11th  day  of  November,  1907,  before  me  personally  came  Edward  King, 
to  me  known,  who,  being  by  me  duly  sworn,  did  depose  and  say  that  he  resided 
in  the  city  of  New  York ;  that  he  is  president  of  Union  Trust  Co.  of  New  York, 
one  of  the  corporations  described  in  and  which  executed  the  foregoing  instru- 
ment ;  that  he  knew  the  seal  of  said  corporation ;  that  the  seal  affixed  to  said 
instrument  was  such  corporate  seal ;  that  it  was  so  atflxed  by  authority  of  the 
board  of  trustees  of  said  corporation,  and  that  he  signed  his  name  thereto  by 
like  authority. 

(Notarial  seal.)  Peter  Palmer, 

Notary  Public,  Kings  County. 

Certificate  filed  in  New  York  County. 

Mr.  Littleton.  Mr.  Perkins,  when  he  was  on  the  stand,  said  some- 
thing about  the  inadvisability,  or  rather  the  inadequacy  and  insuffi- 
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ciency  or  inefficiency,  of  piecemeal  provisions  to  save  trust  com- 
panies and  other  financial  institutions ;  that  it  was  better  to  have  it 
all  and  have  it  there.  Were  any  of  these  loans  provided  by  which 
you  had  the  actual  amount  of  the  loans  at  the  time  they  were  made? 

Mr.  Thoene.  I  should  like  to  make  a  statement  there,  if  I  may, 
Mr.  Littleton. 

Mr.  Littleton.  All  right. 

Mr.  Thohne.  When  Mr.  Morgan  got  the  trust  company  presidents 
together  at  the  meeting  uptown  to  which  I  have  referred,  there  was 
no  organization  whatever.  They  had  no  means  of  raising  money. 
Although  I  could  not  tell  you,  because  I  do  not  know,  who  the  par- 
ties were  that  furnished  this  money,  they  had  a  great  deal  of  diffi- 
culty in  getting  it.  This  money  was  paid  in  to  the  Union  Trust  Co., 
to  Mr.  Edward  King,  as  chairman  of  this  committee ;  and  as  he  re- 
ceived it  he  paid  it  to  me. 

Mr.  Littleton.  You  do  not  know  the  sources  of  the  money? 

Mr.  Thokne.  I  do  not;  but  I  do  know  that,  as  Mr.  Perkins  very 
well  knows,  I  used  to  object  to  having  this  line  out  in  front,  and 
was  trying  to  get  money,  a  portion  of  this  $15,000,000,  more  rapidly ; 
and  no  one  worked  harder  than  Mr.  Perkins  did  to  endeavor  to  get 
the  participants  to  pay  in  their  money  in  order  to  pay  it  to  me. 

Mr.  Littleton.  He  could  not  get  it? 

Mr.  Thoene.  He  could  not  get  it.  They  did  not  have  it.  At  least, 
he  told  me  they  did  not  have  it.  I  am  speaking  now  of  Edward 
King,  chairman. 

Mr.  Littleton.  But  at  all  events  you  had  gotten  $10,000,000,  and 
now  $15,000,000  ?    Is  that  right  ? 

Mr.  Thoene.  That  is  correct. 

Mr.  Littleton.  Did  you  get  any  more  money? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Now,  will  you  tell  the  committee,  if  you  have 
the  tabulations  in  front  of  you,  at  what  times  and  in  what  manner 
you  paid  this  money  back? 

Mr.  Thoene.  Yes;  I  will  do  that. 

Mr.  Littleton.  And  released  the  securities? 

Mr.  Thoene.  First,  as  regards  the  loan  of  J.  P.  Morgan  &  Co.  of 
a  million  dollars,  $25,000  in  November,  $707,000  in  December, 
$89,000  in  January,  and  the  balance  in  February. 

Mr.  Littleton.  That  extinguished  that  loan  ? 

Mr.  Thoene.  That  extinguished  that  loan,  and  the  collaterals  were 
returned  to  us. 

Mr.  Littleton.  Yes. 

Mr.  Thoene.  The  loan  to  the  Hanover  was  paid  $500,000  in  De- 
cember, $306,000  in  January,  and  the  balance  in  March. 

Mr.  Littleton.  That  settled  that  loan? 

Mr.  Thoene.  That  settled  that  loan.  Now,  of  the  $25,000,000 
there  were  two  loans,  both  made  by  King,,  the  chairman,  and  we  paid 
in  October  $1,200,000. 

Mr.  Baetlett.  You  say  that  was  in  October,  1907? 

Mr.  Thoene.  Yes.  The  explanation  of  that,  I  might  say,  was 
this :  That  as  fast  as  we  could  get  any  money  after  we  had  borrowed 
these  twenty-five  millions,  as  fast  as  we  could  realize  either  on  the 
securities  we  held  or  the  securities  we  had  up  as  collateral,  we  real- 
ized on  them  and  applied  the  money  to  the  repayment  of  that  loan. 
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Mr.  Baetlett.  The  reason  I  asked  that  question  was  because  you 
said  you  were  getting  the  money  on  the  23d  of  October,  and  there 
were  only  a  few  days  left  in  October. 

Mr.  Young.  He  had  not  gotten  all  of  it  when  he  repaid  some  of  it. 

Mr.  Thorne.  That  is  correct. 

Mr.  Baetlett.  That  is  what  I  wanted  to  find  out.  You  said 
October,  and  you  did  not  say  what  year. 

iSIr.  Littleton.  Let  him  tell  what  he  was  going  to  tell.  Proceed, 
Mr.  Thorne. 

Mr.  Thoene.  We  paid  in  October  $1,002,000,  in  December  $3,700,- 
000.  Now,  those  payments  were  made  by  the  realization,  largely,  on 
the  assets  that  they  held  as  collateral.  As  a  matter  of  fact,  there 
never  was  $25,000,000  due  at  any  one  time. 

Mr.  Littleton.  Go  right  ahead,  now,  and  state  the  dates  of  repay- 
ment for  the  record. 

Mr.  Thorne.  October,  1907,  $1,002,000 ;  November,  $2,371,000 ;  De- 
cember, $3,172,000;  January,  $2,995,000;  February,  $1,969,000; 
March,  $1,148,000;  April,  $949,000;  May,  $3,308,000;  June,  $1,001,- 
000;  July,  $3,579,000;  August,  the  balance,  $4,200,000. 

Mr.  Littleton.  In  August,  1908,  the  entire  indebtedness  that  you 
had  to  incur  to  the  Union  Trust  Co.  had  all  been  extinguished? 

Mr.  Thorne.  Yes. 

Mr.  Littleton.  Now,  to  conclude  the  matter  with  more  or  less  close 
continuity,  since  the  time  of  that  distress  which  the  company  was  in, 
have  you  realized  upon  the  securities — upon  the  assets,  I  should  say- 
have  you  worked  out  the  assets  which  then  existed,  in  the  ordinary 
courts  of  things,  substantially? 

Mr.  Thorne.  Why,  we  have  to-day  $43,000,000  or  $44,000,000,  and 
I  do  not  think  we  have  got  $4,000,000  of  what  we  had  then,  exclusive 
of  the  building. 

Mr.  Littleton.  The  building? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  Your  building  has  not  decreased  in  value? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  It  is  rather  an  unusual  building  on  the  street  there, 
is  it  not? 

Mr.  Thorne.  We  think  it  is  very  valuable. 

Mr.  Young.  Find  out  about  the  value  of  that  building? 

Mr.  Littleton.  What  is  the  value  of  that  building? 

Mr.  Thorne.  The  building  cost  us  $4,000,000. 

Mr.  Gardner.  What  do  you  reckon  your  surplus  at  ? 

Mr.  Thoene.  The  surplus  is  $6,500,000.    The  capital  is  $2,000,000. 

Mr.  Littleton.  The  building  cost  you  $4,000,000? 

Mr.  Thorne.  The  building  and  land. 

Mr.  Littleton.  The  building  and  land? 

Mr.   Thoene.  Yes. 

Mr.  Littleton.  Now,  having  successfully  and  finally  worked  out 
the  assets  which  were  then  the  safeguards  and  reliance  of  your  trust 
company,  what  has  been  your  experience  as  to  whether  you  suffered 
any  losses  in  those  assets  at  aU  or  not  ? 

Mr.  Thoene.  I  do  not  recall  any  loss,  except  a  few  hundred  thou- 
sand dollars  in  the  loans.     I  do  not  think  we  suffered  any  other  loss. 

Mr.  Littleton.  In  the  loans? 
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Mr.  Thoene.  Yes.  In  the  securities  we  had — that  is,  in  the  depre- 
ciation— that  is  the  amounts  that  we  marked  off,  and  the  loss  in  sales 
that  we  made,  there  is  a  difference  between  our  surplus  then  and 
now  which  is  approximately  three  and  a  half  millions. 

Mr.  Littleton.  That  marks  the  depreciation  and  the  amount  you 
had  to  mark  off  on  account  of  depreciation  and  on  account  of  sales 
you  had  to  make  of  securities? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  And  then  a  few  hundred  thousand  dollars  in 
loans  ? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  The  total  loss  amounts  to  something  over  $3,- 
000,000? 

Mr.  Thoene.  Yes.  In  1902  our  capital  was  $2,000,000  and  our 
surplus  was  $10,000,000.  To-day  our  capital  is  $2,000,000  and  our 
surplus  is  $6,500,000.     There  is  a  loss  of  $3,000,000. 

Mr.  Littleton.  There  was  not  any  impairment  of  your  capital  at 
any  time? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  In  order  to  make  the  matter  a  little  bit  more 
specific,  was  there  any  time  when  you  were  required,  of  your  own 
personal  fortune,  to  put  up  in  addition  to  the  securities  of  the  trust 
company  your  own  affairs  to  secure  these  loans? 

Mr.  Thoene.  Why,  yes;  there  was. 

Mr.  Littleton.  Which  loan  was  that — which  time? 

Mr.  Thoene.  When  we  obtained  the  $15,000,000.  But,  now,  as 
far  as  that  is  concerned,  it  was  not  my  own  personal  funds,  in  one 
sense  of  the  word.  There  is  an  agreement  on  that,  if  you  want  it.  I 
can  explain  that. 

Mr.  Littleton.  Have  you  got  that  agreement  in  regard  to  the 
amount  that  you  personally  had  to  put  up  ? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  Is  it  here? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  Will  you  produce  it? 

Mr.  Thoene.  Yes,  sir  [producing  memorandum]. 

Mr.  Littleton.  This  agreement  is  made  on  the  6th  of  November, 
1907.    It  reads  as  follows: 

An  agreement,  made  the  6tli  day  of  November,  1907,  between  Oakleigh  Thorne, 
of  MlUbrook,  N.  Y.,  hereinafter  termed  Mr.  Thorne,  of  the  first  part.  Union 
Trust  Co.  of  New  Yorlc,  hereinafter  termed  the  Union  Co.,  of  the  second  part, 
and  Edward  King,  Edward  W.  Sheldon,  James  N.  Wallace,  Edwin  S.  Marston, 
John  I  Waterbury,  and  John  W.  Castles,  hereinafter  termed  the  Committee,  of 
the  third  part. 

The  Trust  Co.  of  America  (hereinafter  termed  the  America  Co.)  has  entered 
or  is  about  to  enter  into  an  agreement  with  the  Union  Co.,  acting  for  itself  and 
others,  as  interests  may  appear,  bearing  even  date  herewith,  contemplating 
the  issue  by  the  New  York  Clearing  House  Association  of  clearing-house  certifi- 
cates to  an  amount  not  exceeding  $15,000,000  against  the  pledge  of  certain  of 
the  corporate  assets  of  the  America  Co. 

In  order  to  procure  the  execution  by  the  Union  Co.  of  said  agreement  of 
even  date,  Mr.  Thorne,  who  is  the  president  of  the  America  Co.  and  a  large 
stockholder  therein,  has  agreed  to  execute  this  agreement. 

In  consideration  of  the  premises  and  for  other  valuable  considerations  paid 
to  Mr.  Thorne,  it  is  agreed  as  follows : 

First.  Mr.  Thorne  will,  on  or  before  November  15,  1907,  deliver  to  the  Com- 
mittee, at  the  office  of  the  Union  Co.,  in  the  city  of  New  York,  securities  (not, 
however,  necessarily  stock-exchange  securities)  to  the  value  of  $2,000,000. 
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Is  that  those  securities  ? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  Private  property  ? 

Mr.  Thoene.  Yes. 

Mr.  Littleton  (reading)  : 

The  character  of  the  securities  so  delivered  shall  be  satisfactory  to  the  Com- 
mittee and  the  value  thereof  shall  be  subject  to  their  approval.  All  such  se- 
curities shall  be  delivered  in  negotiable  form.  The  term  securities  when  used 
herein  shall  be  deemed  to  include  stocks  of  corporations. 

Second.  The  Union  Co.  shall  hold  said  securities  subject  to  the  order  of  the 
Committee  and  may  make  deliveries  thereof  in  accordance  with  the  written 
order  of  any  two  members  of  the  Committee. 

Third.  In  respect  of  said  securities  so  delivered,  the  Committee  shall,  for  all 
the  purposes  of  this  agreement,  be  deemed  vested  with  the  legal  title  thereto 
and  shall  have  and  may  exercise  every  right  and  power  of  owner  thereof 
for  the  collection,  enforcement,  sale,  or  pledge  thereof.  Any  income  therefrom 
received  by  the  Committee  shall  be  dealt  with  as  herein  provided  with  respect 
to  the  deposited  securities  themselves. 

Fourth.  It  is  intended  that  said  securities  so  delivered  shall  be  used  for  the 
payment  of  depositors  in  the  America  Co.  after  the  use  for  that  purpose  of 
said  $15,000,000,  when  received,  pursuant  to  said  agreement  of  even  date,  and 
It  said  amount  shall  be  insufficient  in  the  judgment  of  the  Committee  to  place 
the  America  Co.  in  a  position  to  meet  all  demands  of  its  depositors. 

Whenever  the  Committee  shall  in  its  uncontrolled  discretion  deem  such  appli- 
cation necessary  to  enable  the  America  Co.  to  continue  to  meet  its  demands  of 
depositors,  the  Committee  may  apply  in  such  manner  as  the  Comlnittee  in  its 
uncontrolled  discretion  may  determine,  the  deposited  securities  or  the  pro- 
ceeds of  any  sale,  pledge,  or  other  dealing  therewith,  towards  the  payment  of 
said  depositors,  either  directly  or  indirectly,  or  by  delivering  to  the  America 
Co.  or  Its  legal  representatives  the  deposited  securities  or  their  proceeds,  or 
otherwise. 

Mr.  Thorne  shall  not  be  entitled  to  rank  as  a  creditor  of  the  America  Co.  in 
respect  of  any  of  the  deposited  securities  or  their  proceeds  used  for  the  pur- 
poses aforesaid  until  any  advances  made  by  the  Union  Co.  or  any  of  those  for 
whom  It  acts,  whether  said  original  advance  or  advances  or  liabilities  made  or 
incurred  pursuant  to  said  agreement  of  even  date  shall  have  been  fully  paid. 

Fifth.  The  action  of  a  majority  of  the  Committee,  expressed  from  time  to 
time  at  a  meeting  or  in  writing  shall,  except  as  otherwise  determined  by  the 
Committee,  be  the  action  of  the  Committee.  The  Committee  may  adopt  its 
own  rules  of  procedure.  Any  member  may  resign,  and  in  case  of  a  vacancy 
occurring  from  any  cause,  such  vacancy  may  be  filled  by  ft  majority  of  the 
remaining  members. 

Sixth.  In  dealing  with  the  deposited  securities  or  in  action  with  respect 
thereto,  the  Committee  will  exercise  its  best  judgment;  but  no  member  of  the 
Committee  shall  be  under  any  responsibility  except  for  bis  own  individual 
willful  malfeasance. 

Seventh.  The  Committee  may,  in  its  uncontrolled  discretion,  terminate  this 
agreement  at  any  time,  returning  to  Mr.  Thorne  any  of  the  deposited  securities 
or  the  proceeds  thereof  not  theretofore  used  in  accordnnce  with  article  4  of 
this  agreement. 

There  are  one  or  two  other  provisions. 

Mr.  Thoene.  May  I  make  a  statement  in  regard  to  that  ? 

Mr.  Littleton.  Yes. 

Mr.  Thoene.  At  the  time  that  loan  of  $15,000,000  was  made,  the 
directors  of  the  Trust  Co.  of  America  were  asked  to  enter  into  a 
guarantee  to  the  extent  of  $2,000,000.  They  were  also  asked  to  de- 
posit their  stock.  They  agreed  to  deposit  their  stock,  but  did  not 
want  to  enter  into  the  agreement  guaranteeing  the  $2,000,000,  and 
we  had  quite  a  heated  discussion  about  it,  and  finally  I  went  to  I 
think  it  was,  Mr.  Morgan  or  Mr.  Stillman,  I  have  forgotton  which, 
and  asked  them  if  they  would  take  my  guaranty— whether  they 
would  take  my  securities— and  they  said  they  would,  and  I  said, 
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"All  right;  I  will  enter  into  that  agreement  with  you."  After  en- 
tering into  that  agreement,  which  I  did  personally,  I  went  to  my 
board  and  told  them  what  I  had  done,  and  asked  them  to  join  with 
me  in  that  agreement  by  depositing  securities  with  me,  authorizing 
me  to  use  them  for  that  purpose,  and  they  did  deposit  a  number  of 
securities. 

Mr.  Littleton.  Securities  you  deposited  with  yours? 

Mr.  Thoene.  No. 

Mr.  Littleton.  In  other  words,  to  make  the  thing  plain,  you  put 
up  a  part  of  your  private  fortune  to  secure  this  loan,  and  then  sub- 
sequently got  your  board  of  directors,  to  an  extent,  to  join  with  you 
or  to  agree  to  reimburse  you  in  case  there  was  any  loss  suffered  on 
that  account? 

Mr.  Thoene.  That  is  correct.     My  board  worked  with  me. 

Mr.  Littleton.  I  did  not  mean  to  say  that  you  had  any  difficulty 
with  your  board,  but  I  mean  to  say  that  the  times  were  pressing,  and 
things  had  to  be  acted  upon  quickly,  and  you,  in  order  to  satisfy  the 
Union  Trust  Co.,  or  this  committee,  on  the  $15,000,000  loan,  entered 
into  a  personal  arrangement  by  which  you  put  up  $2,000,000  of  your 
private  securities,  and  latterly  got  your  board  to  work  with  you  in 
support  or  in  promise  of  their  securities  to  sustain  you  in  your  pledge 
of  $2,000,000  of  yours? 

Mr.  Thoene.  I  got  them  as  individuals ;  personally,  as  individuals. 

Mr.  Littleton.  I  do  not  mean  as  the  board,  but  as  man  to  man. 

Mr.  Thoene.  That  is  correct. 

Mr.  Littleton.  Did  you  pay  off  this  loan?  You  got  these  secur- 
ities back  in  time,  I  take  it? 

Mr.  Thoene.  When  the  loan  of  $15,000,000  was  paid  these  secur- 
ities were  returned  under  the  same  date,  whenever  it  was;  August  28, 
I  believe. 

Mr.  Liti'leton.  Did  you  make  a  statement  a  little  later  in  the  New 
York  Times? 

Mr.  Thoene.  I  did.    I  made  it  not  later  than  that. 

Mr.  Littleton.  Later  than  this  ? 

Mr.  Thoene.  The  same  date  as  that,  on  the  6th. 

Mr.  Littleton.  On  the  6th  of  November  ? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  Have  you  got  that  statement  ? 

Mr.  Thoene.  I  do  not  know. 

Mr.  Littleton.  You  did  have  it  at  luncheon. 

Mr.  Thoene.    Yes ;  here  it  is  [producing  statement] . 

Mr.  Littleton.  You  exhibit  a  statement  which  appears  to  have 
been  made  in  the  New  York  Times  ? 

Mr.  Thoene.  No  ;  it  was  not  made  in  the  Times. 

Mr.  Littleton.  This  comes  from  a  Shreveport  paper. 

Mr.  Thoene.  I  had  50  of  them. 

Mr.  Littleton.  You  were  subscribing  to  a  clipping  breau  ? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  And  this  is  one  of  the  clippings  which  appears  to 
have  been  clipped  from  a  Shreveport  paper  dated  November  7,  but 
it  appears  that  the  statement  was  taken  from  the  New  York  Times, 
was  it  not  ? 
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Mr.  Thoene.  I  do  not  know  what  paper  it  was  taken  from.  I 
gave  out  that  statement,  and  it  was  sent  out  by  the  Associated  Press. 

Mr.  Littleton.  At  all  events,  this  statement  is  accurate  ? 

Mr.  Thorne.  I  believe  it  to  be. 

Mr.  Littleton.  Well,  you  gave  it  out  ? 

Mr.  Thoene.  Yes. 

Mr.  Littleton.  With  the  patience  of  the  committee,  I  will  submit 
this  statement.  It  is  short,  and  I  think  it  ought  to  go  in  the  record. 
[Reading :] 

THOBNE  ON  THE  TKUST  CO. — THINKS  DI-.POSITOHS  SHOULD  BE  TAKEN  INTO  CONFI- 
DENCE OF  THE  BANKERS — TELLS  HOW  RUN  WAS  STARTED — WAS  WARNED  MONTHS 
AGO  THAT  THERE  WAS  DANGER  OF  PERIOD  OF  FINANCIAL  STRESS — SET  ABOUT  TO 
PUT   HIS    HOUSE  IN   ORDER — PAH)   OUT   OVER  $34,000,000. 

New  York,  'Novem'ber  6. 

Oakleigh  Thorne,  president  of  the  Trust  Co.  of  America,  made  the  following 
statement  to-day: 

"  I  thinli  the  time  has  now  come  to  talie  the  depositors,  the  stockholders,  and 
the  public  Into  our  confidence.  I  have  felt  all  along  that  I  was  a  trustee  pri- 
marily of  the  depositors,  and  next  for  the  stocliholders,  and  all  of  my  actions 
have  been  guided  by  the  desire  to  honestly  meet  the  duties  of  this  trusteeship. 
Months  ago  I  wns  warned,  as,  indeed,  we  all  were,  that  there  was  a  danger  of 
a  period  of  financial  stress  coming  upon  us,  and  we  set  about  putting  our  house 
in  order.  We  promptly  reduced  our  loans  and  increased  our  cash  means  to  a 
point  where  we  had  a  reserve  largely  in  excess  of  the  legal  requirement  when 
the  crisis  came.  Indeed,  we  had  so  much  money  on  hand  that  wise  and  con- 
servative bankers  advised  me  to  put  some  of  our  money  and  demand  loans 
into  time  loans. 

"  When  the  storm  broke,  to  my  utter  amazement,  its  chief  force  was  directed 
against  the  Trust  Co.  of  America.  It  is  idle  now  to  discuss  the  reason  why. 
The  fact  remains  that  public  attention  was  riveted  upon  this  institution  by 
newspaper  publication,  ;md  the  rnu  develoi,e(l  into  a  perslnlent  and  steadfast 
demand.  This  run  is  unprecedented  In  the  history  of  banking.  In  a  few  days 
our  receipts  were  in  excess  of  our  payments,  but  altogether  we  have  paid  out 
since  it  began  over  $34,000,000.  Throughout  the  whole  period  of  stress  I  have 
courted  the  closest  exaniinaticm  Into  our  affaiis,  and  last  Saturday  night,  for 
instance,  the  banking  interests  who  had  been  so  helpful  in  the  emergency,  ap- 
pointed a  committee  of  experts  to  go  through  our  assets.  These  experts  had 
no  interest  In  the  matter  whatever.  They  found,  after  working  all  night  Satur- 
day and  half  the  day  Sunday,  that  we  had  enouirh,  even  at  the  present  low 
market  prices,  to  pay  every  dollar  of  onr  deposits,  to  leave  our  cai)ital  intact, 
and  a  substantial  surplus. 

"  I  think  in  the  end  it  will  be  jirofltable  for  the  Trust  Co.  of  America  that 
this  fierce  light  should  have  beat  upon  it  and  should  have  disclosed  the  char- 
acter of  its  securities.  There  liave  been  all  sorts  of  wild  rumors  afloat,  but 
it  is  now  definitely  known  that  no  officer  or  director  of  the  bank  has  been  im- 
properly using  the  funds  for  his  own  purposes;  no  offleer  has  had  a  loan  here 
In  excess  of  legal  limits,  and  the  president  of  that  institution  has  no  loans  what- 
ever. Xeither  has  any  eouiiiany  with  which  the  president  was  associated  had 
any  loans. 

"  It  has  been  suggested  that  during  some  days  we  were  unnecessarily  slow 
In  payment  of  depositors.  In  answer,  it  should  have  been  found  upon  exami- 
nation of  the  checks  presented  that  2.5  or  30  per  cent  of  them  were  not  good. 

"  I  should  be  untrue  to  myself  If  I  did  not  make  acknowledgment  of  the 
help  we  have  received  at  our  fellow  bankers'  hands  in  New  York.  There  has 
been  a  great  deal  of  misapprehension  on  the  part  of  the  public  concerning  this 
matter.  No  officer  or  director  has  been  asked  to  resign,  and  there  has  been 
no  absorption  of  this  company  by  any  other.  A  number  of  gentlemen  of  very 
high  character  and  undoubted  responsibility  have  entered  into  an  agreement 
by  which  a  majority  of  our  stock  is  to  be  deposited  with  them  as  voting  trustees, 
and  they  are  to  act  as  an  advisory  committee  in  cooperation  with  our  board  of 
directors." 
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Mr.  Thorne,  did  you  make  any  statement  in  regard  to  the  article 
which  was  credited  to  Mr.  Perkins  in  the  paper  of  October  23,  1907, 
except  that  statement;  any  public  statement? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  Did  you  make  any  reply  to  his  statement,  in  the 
paper — ^the  statement  that  is  credited  to  him? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  Why  not? 

Mr.  Thorne.  We  were  trying  to  get  money.    We  Avere  not 

Mr.  Littleton.  Making  any  arguments? 

Mr.  Thorne  (continuing).  Making  any  arguments  whatever. 

Mr.  Littleton.  Judge  Bartlett  calls  my  attention  to  the  fact  that 
the  committee  which  was  appointed,  as  referred  to  in  this  last  article 
of  yours,  made  a  report  November  5.     [Reading:] 

Another  financial  conference  was  held  in  Mr.  ilorgan's  library  at  7  o'clock, 
and  it  was  announced  that  the  committee  on  the  trust  companies  of  New  York 
had  had  the  assets  of  the  Trust  Co.  of  America  and  the  Lincoln  Trust  Co. 
examined  by  experts,  who  report  that  in  their  judgment,  with  the  present 
values,  they  will  pay  the  depositors  in  full. 

That  is  the  report  you  referred  to  in  your  article? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  What  is  that? 

Mr.  Thorne.  The  committee  that  came  in  on  the  morning  of  the 
23d  never  did  report. 

Mr.  Littleton.  I  understand  that. 

Mr.  Thorne.  Now,  a  committee  was  appointed  on  the  4th,  at  our 
urgent  solicitation.  We  kept  asking  to  have  the  report  made,  and 
on  the  4th  a  committee  was  appointed,  as  I  said,  and  came  in  and 
worked  all  Saturday  night  and  Sunday,  and  they  reported  Sunday 
afternoon  or  evening  at  the  library,  and  made  a  report,  as  I  stated. 

Mr.  Littleton.  Was  there  any  comment  made  to  you  as  to  the 
effect  of  the  article  of  October  23,  which  I  have  read  a  portion  of, 
from  the  New  York  Times,  which  was  commonly  attributed  to  Mr. 
Perkins  ? 

Mr.  Thorne.  I  make  it  right  there,  in  that  statement. 

Mr.  Littleton.  You  made  a  comment? 

Mr.  Thorne.  I  made  a  comment. 

Mr.  Littleton.  Was  any  comment  made  to  you  by  other  people? 

Mr.  Thorns.  Yes. 

Mr.  Littleton.  Concerning  the  effect  of  it? 

Mr.  Thorne.  Yes. 

Mr.  Littleton.  As  to  whether  it  precipitated  the  run  upon  the 
Trust  Co.  of  America? 

Mr.  Thorne.  I  have  had  many  people  say  that  the  newpaper  arti- 
cles concentrating  on  the  Trust  Co.  of  America  precipitated  the  run. 

Mr.  Littleton.  That  particular  article  you  refer  to  ? 

Mr.  Thorne.  I  do  not  know  that  that  particular  article  did,  Mr. 
Littleton.    That  was  the  only  paper  that  featured  that  article. 

Mr.  Littleton.  I  do  not  mean  that  newspaper,  but  this  article,  in 
one  newspaper  or  another  ? 

Mr.  Thorne.  Yes. 

Mr.  Littleton.  The  article  of  October  23? 

Mr.  Thorne.  Yes. 
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Mr.  Littleton.  Up  to  that  time  you  had  had  no  trouble  in  your 
trust  company  ? 

Mr.  Thoene.  Xo. 

Mr.  Littleton.  Xo  run  and  no  conferences  ? 

Mr.  Gardner.  Xo  newspaper  articles? 

Mr.  Thoene.  Yes;  there  was  an  article  in  the  Sun  of  the  22d, 
which  ^Ir.  Perkins  showed  me  to-day.    I  do  not  remember  it. 

Mr.  Littleton.  On  that  day  did  you  not  have  an  unusual  call  for 
money  ? 

Mr.  Thoene.  We  paid  out  a  million  and  a  half. 

^Ir.  Sterling.  That  was  more  than  usual? 

Air.  Thorne.  We  had  paid  out  a  great  deal  more  on  other  days. 
Certainly  it  was  more  than  usual,  in  this  sense  of  the  word.  Let  me 
say  this :  The  panic  at  that  time  in  New  York  City  was  so  acute  that 
I  would  not  have  been  a  bit  surprised  if  we  had  paid  out  $2,000,000 
on  the  22d  or  $2,000,000  on  the  23d,  or  a  million — whatever  it  might 
have  been — and  continued  in  that  way,  but  by  gradual  payments  I 
think  all  the  trust  companies  and  banks  had  withdrawals;  but  they 
were  withdrawals  of  such  an  extent  that  they  were  able,  from  their 
own  resources,  to  collect  them  in  and  pay  them;  but  there  were  no 
concentrated  runs. 

Mr.  Littleton.  There  was  not  anything  like  a  run ;  that  is,  people 
assembling  around  the  doors  and  drawing  their  money  out  in  dif- 
ferent amounts  they  had  there? 

Mr.  Thorne.  There  was  not  a  single  person  kept  waiting  a  minute 
at  our  paying  teller's  window. 

Mr.  CrAKDNER.  One  window? 

Mr.  Thorne.  One  window.     Xobody  was  kept  waiting. 

Mr.  Gardner.  Let  me  understand.  ^Vhen  you  say  "  withdrawals  " 
of  about  a  million  and  a  half,  does  that  mean  that  the  amount  taken 
out  exceeded  the  amount  taken  in  by  a  million  and  a  half? 

Mr.  Thorne.  Yes;  the  net. 

iMr.  Gardner.  That  is,  the  withdrawals  would  be  greater  than 
that. 

Mr.  Thorne.  Oh,  surely. 

Mr.  Gardner.  How  much  did  you  take  in? 

Mr.  Thorne.  I  could  not  tell  you.  Of  course  we  could  ascertain 
that  for  you  from  our  accounts. 

Mr.  Gardner.  I  do  not  know  whether  it  is  material  or  not,  but 
I  had  a  note  to  ask  that  question.  I  had  not  understood  whether, 
when  you  said  "  withdrawals,"  you  meant  the  amount  by  which  de- 
posits paid  out  exceeded  deposits  turned  in  or  not. 

Mr.  Thorne.  That  is  it. 

Mr.  Gardner.  I  take  it  there  were  many  days  when  you  with- 
drawals were  a  minus  quantity? 

Mr.  Thorne.  Yes. 

Mr.  Sterling.  You  paid  off  these  large  loans  gradually,  as  you 
released  these  collaterals? 

Mr.  Thoene.  Yes. 

Mr.  Sterling.  As  I  understand  it? 

Mr.  Thorne.  Yes. 

Mr.  Sterling.  From  the  colaterals  which  you  had  deposited  with 
the  other  trust  companies  as  security  for  them  for  the  loans,  that  is 
the  idea,  is  it  not? 
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Mr.  Thokne.  Also  from  the  collaterals  that  we  retained 
Mr.  Sterling.  Some  that  you  still  had? 
Mr.  Thoeke.  Yes. 

Mr.  Sterling.  Now,  how  did  you  realize  on  those  collaterals?    Did 

the  owners  who  had  deposited  them  with  you  as  security  come  in 

and  pay  off  their  loans,  or  did  you  have  to  sell  them  on  the  market? 

Mr.  Thoene.  We  did  not  have  to  sell  out  a  single  loan.    We  did  not 

sell  out  a  single  loan. 

Mr.  Steeling.  The  borrowers  came  in  and  paid  up  the  loans  and 
took  the  collaterals  out? 
Mr.  Thoene.  In  every  case. 

Mr.  Gaednbe.  I  thought  in  the  securities  which  you  handed  over 
on  which  you  borrowed  $10,000,000  there  were  a  number  of  collat- 
eral loans? 
Mr.  Thoene.  Surely. 

Mr.  Gaednee.  And  I  take  it,  and  I  think  you  said,  that  some  of  the 
repayments  came  in  consequence  of  those  loans  maturing  and  the 
collateral  being  released. 
Mr.  Thoene.  That  is  correct. 

Mr.  Littleton.  In  other  words,  you  rehypothecated  the  collaterals 
that  had  been  hypothecated  with  you,  and  when  they  came  due  they 
came  due  on  the  different  loans  they  happened  to  be  located  in? 

Mr.  Thoene.  We  did  not  put  up  any  loans  for  collateral  with  any- 
body except  Edward  King,  chairman,  and  as  any  borrower  paid  off 
his  loan  he  would  send  us  the  check  and  we  would  take  the  check  to 
Edward  King  at  the  Union  Trust  Co.  and  give  him  a  check  which 
was  applied  to  our  loan. 
Mr.  Gaednee.  That  was  the  case  with  that  $400,000  ? 
Mr.  Thoene.  Yes. 

Mr.  Gaednee.  I  think  you  said  in  answer  to  Mr.  Sterling  that  there 
were  no  loans,  the  collaterals  on  which  were  sold,  but  there  were 
about  $300,000  of  loans  that  were  not  paid  ? 
Mr.  Thoene.  There  was  no  collateral  sold  to  pay  the  notes. 
Mr.  Littleton.  My  attention  has  been  called  by  counsel  to  the  fact 
that  in  one  or  two  of  my  questions,  which  have  been  put  with  great 
rapidity  and  with  a  desire  to  be  accurate  but  also  to  make  time,  I 
have  said  "  the  article  commonly  attributed  to  Mr.  Perkins  " ;   that 
I  have  used  the  expression  two  or  three  times.     I  am  very  loth  to  be 
unfair  to  Mr.  Perkins  in  any  way,  and  where  I  have  said  "  commonly 
attributed  to  Mr.  Perkins,"  I  want  to  withdraw  that  and  to  say  "  the 
article  about  which  Mr.  Perkins  was  examined,  of  October  23,  1907, 
the  article  which  he  was  examined  about  in  regard  to  the  financial 
situation  in  New  York,  and  particularly  in  regard  to  the  condition 
of  the  Trust  Co.  of  America." 
Mr.  Gaednee.  I  think  it  is  commonly  attributed  to  Mr.  Perkins. 
Mr.  BoLLiNG.  I  should  hardly  concede  that.     It  certainly  has  not 
been  proved. 

Mr.  Littleton.  I  will  get  the  proof  of  it  and  then  you  will  not 
object  any  more.     Mr.  Thome,  I  take  it  that  this  matter  was  dis- 
cussed by  you  with  a  number  of  your  friends  without  saying  how 
you  discussed  it  or  why  you  discussed  it  ? 
Mr.  Thoene.  Yes. 
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Mr.  LiTTLETOX.  Was  the  advisability  of  an  action  on  the  part  o 
the  Trust  Co.  of  America  for  damages  discussed  by  you  with  counsel, 
without  saving  what  was  said?  Ti^ief 

Mr.  Thorne.  I  do  not  remember  whether,  as  president  or  tne  -"-V^^^ 
Co.  of  America,  I  discussed  it  with  the  counsel  of  the  Trust  Co.,  but 

I  did  as  an  individual.  .    ,  .,.         ^       ,  .       ^        <,f^„„ 

Mr.  LiTTLETOX.  That  is,  the  advisability  of  endeavoring  to  restore 
to  the  Trust  Co.  an  equivalent  of  the  damage  which  you  figured  had 
been  done? 

Mr.  Thorne.  Correct.  •   -^  j.   i 

Mr.  Ln-TLETON.  By  this  article  and  by  this  precipitated  run,  as 
you  look  at  it :  is  that  correct  1 

Mr.  Thorne.  That  is  correct. 

Mr.  Littleton.  Did  you  receive  a  letter  from  anybody,  particu- 
larly, after  that  time  commenting  upon  this  particular  statement 
which  has  been  testified  to  by  ilr.  Perkins  ? 

Mr.  Thorne.  Yes. 

Mr.  Littleton.  Were  you,  at  the  time  when  the  Trust  Co.  was  in 
distress,  in  frequent  conference  with  Mr.  Melville  E.  Stone? 

Mr.  Thorne.  I  was. 

Mr.  Littleton.  You  met  Mr.  Stone  night  after  night,  did  you  ? 

Mr.  Thorne.  I  never  knew  Mr.  Stone  until  that  run  commenced, 
and  I  met  him  then,  and  I  went  to  him  practically  every  day,  insist- 
ing that  the  Trust  Co.  was  solvent,  and  that  the  examination  which 
was  started  and  not  completed  should  be  completed,  my  idea  being 
that  if  the  examination  showed  that  we  were  solvent,  we  would  be 
taken  care  of  and  moneys  would  be  advanced. 

Mr.  Lii-TLETON.  Were  you  endeavoring  to  have  the  condition,  the 
solvent  condition,  of  the  Trust  Co.  made  as  widely  known,  to  have 
the  knowledge  of  it  as  wide  spread,  as  possible?  Was  that  your 
object  in  talking  with  Mr.  Stone? 

Mr.  Thorne.  My  object  in  talking  to  Mr.  Stone  was  to  get  a  com- 
mittee to  make  a  report  to  Mr.  Morgan.  Mr.  Morgan  was  the  domi- 
nating influence,  the  one  influence  that  I  looked  up  to  as  bein^  in 
charge  of  everything.  He  was  doing  everything  that  he  possibly 
could,  and  I  wanted  to  impress  on  Mr.  Morgan  that  we  were  solvent. 
There  were  all  sorts  of  rumors  around  that  we  were  full  of  "  cats  and 
dogs,"  and  this,  that,  and  the  other,  and  I  wanted  to  get  a  report 
made  by  people  appointed  by  them — that  is,  by  Mr.  Morgan's  in- 
terests, to  report  to  them,  believing  that  if  I  could  get  the  truth  on 
the  situation,  and  the  truth  of  the  situation  of  the  company,  before 
Mr.:  Morgan,  together  with  the  agreement  that  we  had  entered  into 
between  Mr.  Perkins,  Mr.  Davison,  and  myself,  to  the  effect  that  if 
this-  statement  I  had  made  was  correct  support  would  be  given  us, 
Mr.' Morgan  would  do  it  or  see  that  it  was  done;  and  the  moment  he 
got  that  report  he  did  see  that  it  was  done. 
jNIr.  Littleton.  That  was  about  November  6. 

Jlr.. Thorne.  November  6.  They  reported  on  November  4,  and  it 
was  November  6  that  this  $15,000,000  was  given  to  us. 

Mr.  Littleton.  How  much  money  altogether  did  Morgan  &  Co. 
loan  to  the  Trust  Co.  of  America  ? 

Mr.  TfiORNE.  I  do  not  know.  All  I  know  of  is  $300,000,  or  one- 
third  of  the  million. 

Mr.  Littleton.  That  is  the  only  loan  you  know  of? 


UNITED   STATES   STEEL   COKPOEATION.  1687 

Mr.  Thorn  E.  That  is  the  only  loan  I  know  of. 

Mr.  Littleton.  Did  you  receive  a  communication  from  Mr.  Stone 
shortly  after  that? 

Mr.  Thoene.  I  did., 

Mr.  Littleton.  Have  you  got  it  ? 

Mr.  Thorne.  I  have. 

Mr.  Littleton.  Will  you  produce  it? 

Mr.  Thorne.  Here  it  is  [producing  letter] . 

Mr.  IjIttleton.  Was  this  after  you  had  been  in  conference  with 
Mr.  Stone  in  regard  to  the  run  upon  the  Trust  Co.  of  America  ? 

Mr.  Thoene.  It  was. 

Mr.  Littleton.  This  letter  is  dated  November  18,  1907.  It  is  the 
original  letter,  is  it? 

Mr.  Thorne.  Yes. 

Mr.  Littleton.  This  reads  as  follows: 

The  Associated  Press, 
General  Office,  195  Broadway, 

Nrio  York  Gify,  Novcmhcr  IS,  7.907. 
Oakleigh  Thokne,  Esq., 

President  Trust  Co.  of  America, 

35  Wall  Street,  New  York. 
My  Dear  Thokne  :  I  have  no  doubt  that  Mr.  Perkins's  statement  on  the  night 
of  the  22d  distinctly  emiihasized  the  run  on  the  Trust  Co.  of  America,  if  indeed 
it  did  not  precipitate  it.  I  do  not  mean  by  this  that  I  think  there  was  the 
slightest  purpose  on  the  part  of  Mr.  Perkins  to  injure  you  or  the  Trust  Co.  of 
America.  But  we  felt  that  the  statement  was  so  injudicious  that  we  did  not 
send  it  out.  Later,  when  I  said  to  Perkins  that  I  thought  it  was  very  hurtful, 
he  justified  it  on  the  ground  that  the  condition  was  so  strained  that  if  public 
attention  had  not  been  centered  upon  the  Knickerbocker  Trust  and  the  Trust 
Co.  of  America  every  bank  in  New  York  would  probably  have  been  involved.  I 
think  the  whole  thing  was  a  mistake,  a  most  unfortunate  mistake,  for  which 
you  had  to  pay  a  heavy  penalty,  but  I  do  not  for  a  moment  imagine  that  there 
was  any  malice  involved  in  it. 

Sincerely,  yours,  Melville  B.  Stone. 

Mr.  Sterling.  You  say  you  do  not  know  that  Morgan  &  Co.  fur- 
nished any  more  than  the  one-third  of  the  million  ? 

Mr.  Thoene.  I  do  not. 

Mr.  Sterling.  The  Union  Trust  Co.,  that  was  the  trust  company 
of  which  Mr.  King  was  president? 

Mr.  Thorne.  Yes. 

Mr.  Steeling.  It  probably  did  not  furnish  all  the  money  itself? 

Mr.  Thorne.  Oh,  no. 

Mr.  Sterling.  It  went  out  among  the  other  financial  institutions 
and  got  the  money  ? 

Mr.  Thorne.  Mr.  Edward  King  was  chairman  of  the  committee, 
which  committee  was  composed  of  Mr.  Wallace  of  the  Central,  Mr. 
Marston  of  the  Farmers  Loan  &  Trust,  Mr.  Waterbury  of  the  Man- 
hattan, and  Mr.  Sheldon  of  the  United  States. 

Mr.  Sterling.  And  they  got  this  money  of  such  financial  institu- 
tions as  they  could  ? 

Mr.  Thorne.  Banks  and  trust  companies. 

Mr.  Sterling.  Morgan's  bank  probably  was  contributing  along 
with  the  others  ? 

Mr.  Thoene.  Oh,  undoubtedly. 

Mr.  Sterling.  You  do  not  know  how  much  ? 

Mr.  Thorne.  I  do  not  know  the  amount;  that  is  all.  I  want  to 
he  emphatic  on  this,  that  there  is  no  question  about  Mr.  Morgan 
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furnishing  money  to  help  the  Trust  Co.  of  America.  If  it  had  not 
been  for  Mr.  Morgan's  work  the  Trust  Co.  would  have  closed  abso- 
lutely. , 

Mr.  Steeling.  Now,  Mr.  Perkins  was  a  partner  of  Mr.  Morgan  s 
at  that  time,  was  he  not? 

Mr.  Thoene.  Yes,  and  after  October  23  no  man  worked  harder 
than  Perkins  to  get  money  in  there. 

Mr.  Gaednee.  I  do  not  know  that  it  is  a  proper  question,  and  it  it 
is  not  Mr.  Boiling  will  probably  object.  In  your  opinion,  then,  Mr. 
Perkins  made  a  damned  big  blunder  ?     [Laughter.] 

Mr.  Thoene.  Well,  that  is  you  way  of  expressing  it.  I  agree 
with  you. 

Mr.  Gaednee.  That  is  your  opinion? 

Mr.  Thoene.  Yes. 

Mr.  Gaed>:ee.  Xot  a  malicious  blunder,  but  just  a  stupid  one? 

Mr.  Thoene.  I  do  not  know  that  Mr.  Perkins  wrote  the  article, 
or  had  anything  to  do  with  that  article,  other  than  that  I  believe  he 
gave  that  article  to  the  press.  As  to  who  wrote  it,  I  do  not  know. 
I  do  not  know  that  Mr.  Perkins  wrote  it,  at  all. 

Mr.  Gaedner.  You  acquit  him  of  everything  except  stupidity  ? 

Mr.  Thoene.  Absolutely. 

]\Ir.  LiTi'LETON.  It  is  hard  to  say  whether  it  was  more  stupid  or 
careless  ? 

Mr.  Thoene.  I  thought  so. 

The  Chair Ji an.  You  do  not  mean  to  say  that  Mr.  Perkins  did  it 
intentionally,  do  you  ? 

I\Ir.  Thoene.  I  mean  this,  that  after  the  Trust  Co.  of  America 
really  got  in  trouble,  and  after  the  23d,  the  main  difficulty  was 
getting  this  money  in,  after  we  had  agreed  to  it.  Of  course  there 
was  difficulty  between  the  times  of  the  loans  of  $10,000,000  and 
$1.5,000,000.  Now,  I  never  knew  anything  about  the  agreement  that 
if  the  Steel  Corporation  bought  the  Tennessee  Coal  &  Iron,  the 
bankers  would  see  us  through.     I  did  not  know  anything  of  that. 

The  Chaieman.  You  did  not  knoAv  that  that  was  contemplated? 

Mr.  Thorne.  No,  sir;  I  did  not.  The  first  I  knew  was  when  I 
walked  into  the  library ;  Mv.  Davison  met  me  and  told  me  they  were 
going  to  give  me  $15,000,000. 

Mr.  Gardner.  Eeferring  to  the  analogy  you  had  before,  you  think 
it  is  probable  that  Mrs.  O'Leary's  cow,  after  she  kicked  over  the  lamp, 
would  have  been  very  glad  to  have  set  it  up  again,  whether  she 
kicked  it  over  through  carelessness  or  stupidity? 

Mr.  Thoene.  Yes;  and  did  everything  she  could  to  put  it  up  on 
end  again.     [Laughter.] 

The  Chaieman.  I  must  insist,  I  fear  my  colleague  is  not  doing 
justice  to  Mr.  Perkins. 

Mr.  Steeling.  I  can  not  hear  what  the  chairman  says. 

The  Chaieman.  I  say  I  am  afraid  Mr.  Gardner  is  doing  injustice 
to  ]Mr.  Perkins.  I  do  not  mean  to  say  that  he  means  to  be  unfair  to 
him,  because  Brutus  is  an  honorable  man. 

The  Chairman.  Did  you  know  at  that  time  that  Mr.  Perkins  was 
not  only  a  great  financier,  but  a  great  and  learned  lecturer  on  eco- 
nomics and  public  questions? 

Mr.  Thoene.  I  kncAv  that  Mr.  Perkins  was  a  member  of  the  firm 
of  J.  P.  Morgan  &  Co. 
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The  Chairman.  Yes;  but  had  you  known  what  you  know  now  of 
Mr.  Perkins's  acquirements  and  learning  and  accomplishments 

Mr.  Thoene.  You  have  got  to  be  fair.  You  can  not  realize,  sitting 
here  in  this  room,  what  was  going  on  in  New  York  then.  Mr.  Per- 
kins has  said  here  that  he  was  busy  here,  there,  and  the  other  place. 
He  was  not  only  busy  here,  there,  and  everywhere,  but  he  was  there 
practically  20  hours  a  day ;  and,  as  I  say,  I  do  not  say  that  Mr.  Per- 
kins wrote  that  article.  I  do  not  know  it.  I  do  not  know  who  wrote 
that  article. 

Mr.  Baetlett.  It  was  very  easy  for  him  to  have  denied  it  the  next 
■  day  if  he  did  not  write  it.     Did  he  ever  deny  it  or  correct  it  ? 

Mr.  Thoene.  No;  not  that  I  know  of;  but  that  article  says  that 
aid  is  to  be  rendered,  and  so  forth  and  so  on,  and  then  it  goes  on  and 
says  that  it  is  to  be  rendered  by  12  or  1  o'clock. 

Mr.  Gardner.  The  article  also  says,  in  the  quotation,  assuming  that 
I  know  where  the  quotation  marks  came  in,  that  the  lead  in  this 
matter  would  undoubtedly  be  taken  by  Morgan  &  Co. 

Mr.  Littleton.  "  It  is  safe  to  assume  that  J.  P.  Morgan  &  Co. 
will  be  leaders  in  this  movement  to  furnish  funds."  Is  that  what 
you  want? 

Mr.  Gardner.  That  is  the  wording.  It  seems  to  me  that  that  is 
one  thing  that  struck  me  as  being  a  kind  of  assumption  that  a  busi- 
ness man  would  not  have  been  so  apt  to  put  in  as  a  man  who  was 
more  used  to  writing. 

Mr.  Littleton.  I  would  like  to  examine  Mr.  Thorne  about  the 
statement  here.     This  starts: 

The  chief  sore  point  is  the  Trust  Co.  of  America. 

Was  there  any  suggestion  made  to  you  by  Mr.  Perkins  or  Mr. 
Davison  at  the  Union  League  Club  that  they  regarded  the  Trust  Co. 
of  America  as  being  either  the  chief  or  secondary  sore  point  of  the 
situation  ? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Was  any  criticism  made  of  the  Trust  Co.  of 
America  by  them? 

Mr.  Thoene.  No,  sir;  as  I  have  stated,  they  said  they  were  very 
much  pleased  to  know  that  it  was  in  as  good  shape  as  it  was. 

Mr.  Littleton.  This  article  says : 

The  conferees  feel  that  the  situation  there  is  such  that  the  company  is  sound. 
Provision  has  been  made  to  supply  all  the  cash  needed  this  morning. 

Was  any  suggestion  made  of  supplying  you  any  amount  of  cash  in 
the  morning  ? 
Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Was  there  any  such  suggestion  that  night  ? 
Mr.  Thoene.  No,  sir. 
Mr.  Littleton  (reading) : 

The  conferees  feel  sure  the  company  will  be  able  to  pull  through.  The  com- 
pany has  $12,000,000  cash. 

That  was  true  ? 
Mr.  Thoene.  Yes. 

Mr.  Littleton.  You  had  told  that  to  Davison  and  Perkins,  had 
you  not  ? 
Mr.  Thoene.  Yes. 
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Mr.  Littleton.  Somebody  had  to  know  that  you  had  $12,000,000 
in  cash  in  order  to  put  it  in  the  paper  that  way  ? 
Mr.  Thoene.  Yes. 

Mr.  Littleton.  Had  you  told  that  to  anybody  else  that  night  ? 
Mr.  Thoene.  No.  sir. 
Mr.  Littleton   (reading)  : 

The  company  has  $12,000,000  and  as  much  more  as  needed  has  been  pledged 
:for  this  purpose. 

Had  any  been  pledged  that  night? 

Mr.  Thoene.  None  that  night,  other  than  the  pledge  that  Perkins 
and  Davison  made  to  me  to  the  effect  that,  if  this  statement  was 
found  to  be  true 

Mr.  Littleton   (reading)  : 

It  is  safe  to  assume  that  J.  P.  Morgan  &  Co.  will  be  leaders  in  this  movement 
-to  furnish  funds. 

Was  anything  said  about  their  being  leaders  in  the  movement  to 
furnish  funds,  that  night? 

Mr.  Thoene.  No  ;  but  I  was  talking  to  those  two  gentlemen. 

Mr.  Littleton.  I  suppose,  Mr.  Thorne,  it  may  Jbe  assumed  that 
in  any  crisis  in  New  York  where  you  needed  money,  Morgan  &  Co. 
would  be  the  leaders  in  furnishing  the  money  ? 

Mr.  Thoene.  It  has  been  my  experience,  if  you  want  to  get  it. 

Mr.  Littleton   (reading)  : 

A  committee  has  been  named,  including  a  representative  of  Morgan  &  Co.,  and 
others,  to  look  over  the  accounts  of  the  Trust  Co.  of  America,  with  the  idea 
of  definitely  determining  its  position. 

Did  you  tell  anybody  except  Davison  and  Perkins  that  night  that 
a  committee  was  going  to  look  over  your  accounts  next  day? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Had  you  discussed  it  with  anybody? 

Mr.  Thoene.  No. 

Mr.  Littleton.  Had  you  discussed  it  prior  to  the  time  you  dis- 
cussed it  with  Davison  and  Perkins? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  They  were  the  only  ones  that  knew  that  such  a 
committee  was  to  look  over  your  accounts? 

Mr.  Thoene.  Yes. 

Mr.  Littleton   (reading)  : 

The  guaranties  of  cash  made  last  night  are  for  the  purpose  of  meeting  any 
demands  upon  the  Trust  Co.  of  America,  pending  the  completion  of  this  exami- 
nation. 

Did  you  hear  anything  about  any  guaranties  of  cash  that  night, 
except  the  statement  made  that  if  they  looked  into  it  and  found  it 
as  you  said,  they  would  help  you  ? 

Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Did  you  know  anything  about  any  guaranties 
made  at  the  Hotel  Manhattan  ? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  You  have  said  you  did  not  know  there  was  to  be 
a  meeting  at  the  Hotel  Manhattan  ? 

Mr.  Thorne.  No,  sir. 

Mr.  Littleton.  Had  you  heard  anything  about  that  when  you  met 
Mr.  Perkins  and  Mr.  Davison  at  the  Union  Leasrue  Club  ? 
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Mr.  Thoene.  No,  sir. 

Mr.  Littleton.  Something  has  been  said  about  the  banks  of  this 
country — and  my  colleagues  have  criticized  it  with  various  degrees  of 
facetiousness  and  emphasis — not  to  say  putting  the  acid  test  upon  it. 
It  is  a  fact,  is  it  not,  that  at  that  time  if  the  statement  had  been  pub- 
lished in  the  papers  that  the  Hanover  National  Bank  was  the  chief 
Bore  point  in  the  situation ;  or  it  is  your  opinion,  is  it  not,  that  there 
Would  have  been  a  forming  line  at  the  doors  of  the  Hanover  Bank 
the  next  morning  ? 

Mr.  Ti-iOENE.  I  can  not  answer  that.  That  is  a  question  of  opinion. 
I  do  not  know. 

Mr.  Littleton.  Is  there  a  bank  in  New  York  which,  if  this  state- 
ment had  been  made  in  regard  to  it,  could  have  expected  anything 
else  except  the  formation  of  a  line  of  depositors  withdrawing  their 
money  ? 

Mr.  Thoene.  That  is  purely  a  matter  of  opinion ;  I  do  not  know. 

Mr.  Littleton.  You  do  not  care  to  give  your  opinion  on  that 
.subject? 

Mr.  Thoene.  No  ;  I  do  not. 

Mr.  Gaednee.  His  opinion  on  that  would  be  very  valuable. 

Mr.  Littleton.  I  do  not  want  to  question  him.  I  know  Mr. 
"Thorne  very  well,  and  he  is  the  last  man  to  give  an  opinion,  so  far 
as  I  have  been  able  to  make  him  out,  about  anything. 

Mr.  Steeling.  Now,  may  I  ask  Mr.  Thorne  a  question  on  that  line? 
Had  there  been  rumors  afloat  in  New  York  to  the  effect  that  your 
Trust  Co.  had  pursued  a  course  in  business  that  was  not  sanctioned 
by  the  laws  of  New  York?     Did  you  hear  any  rumors  of  that  sort? 

Mr.  Thoene.  No,  sir;  I  did  not. 

Mr.  Steeling.  And  that  you  had  taken  collaterals  that  were  not 
good,  or  that  you  had  loaned  to  members  of  the  Trust  Co.  more  than 
the  law  allowed? 

Mr.  Thoene.  I  never  heard  those  rumors. 

Mr.  Steeling.  You  never  heard  them  up  to  that  time? 

Mr.  Thoene.  No. 

Mr.  Steeling.  Have  you  heard  since  that  such  rumors  as  that  had 
been  afloat  before  the  appearance  of  this  article  in  the  paper? 

Mr.  Thoene.  I  have  heard  all  kinds  of  rumors,  the  principal  ones 
of  which  were  that  we  were  loaning  on  the  New  York  &  West- 
chester, and  on  the  Portchester,  which  were  trolley  lines  running 
out  of  New  York. 

Mr.  Steeling.  Now,  did  you  hear  afterwards  that  these  rumors 
had  been  afloat  before  the  run  on  your  Trust  Co.  ? 

Mr.  Thoene.  Well,  I  can  not  say  that  I  did.  As  I  say,  I  have 
heard  so  many  rumors;  and  as  to  getting  the  dates  down  exactly, 
prior  to  October  22,  or  after  October  22,  I  could  not  tell  you.  But 
the  rumors  from  October  22  and  23  to  November  6  were,  every  day, 
"Well,  are  you  going  to  open  in  the  morning?"  And  then  there 
were  all  kinds  of  stories,  as  I  tell  you. 

Mr.  Steeling.  If  those  rumors  had  been  afloat  prior  to  the  time 
that  this  article  appeared  in  the  paper,  and  if  they  were  general 
property  among  the  people  there  in  New  York,  would  not  this  article 
in  the  paper  have  had  a  tendency  to  improve  the  situation  with 
reference  to  your  Trust  Co.  rather  than  to  harm  it  further?  They 
state  in  this  article  that  it  is  solvent,  and  that  you  have  got  $12,000,000 
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in  cash.  Would  not  that  help  to  dispel  those  rumors,  if  they  were 
afloat  and  in  general  circulation  in  the  city  ? 

Mr.  Thoene.  No,  sir. 

Jlr.  Sterling.  You  think  that  would  not  be  helpful  to  you? 

Mr.  Thoene.  No,  sir.  The  article  would  not  be  helpful  under  any 
view. 

Mr.  Steeling.  Well,  now,  if  it  was  a  common  report  among  people 
that  the  Trust  Co.  of  America  had  been  run  in  the  way  that  I  speak 
of,  and  there  was  an  impression  among  the  people  generally  there 
that  they  had  been  doing  a  business  not  sanctioned  by  the  law,  would 
not  this  article,  taken  altogether,  have  strengthened  it  rather  than 
weakened  it? 

Mr.  Thoene.  Go  one  step  further  and  suppose  that  the  rumors 
you  speak  of  had  been  proven  true  and  that  this  committee  had  come 
in  and  examined  us  and  lived  up  to  what  they  say  there — furnished 
the  money  to  keep  us  open  until  1  o'clock — what  would  they  have 
done  then  ?  If  I  had  been  a  depositor  I  would  have  withdrawn  every 
dollar  I  had  in  the  company. 

Mr.  Steeling.  But  the  rumors  were  not  true,  and  this  article  con- 
tradicts such  rumors  as  that. 

JNIr.  Littleton.  By  saying  it  was  "  the  chief  sore  point  "  ? 

Mr.  Steeling.  If  these  rumors  were  abroad,  that  is  why  it  was  the 
chief  sore  point,  and  they  simply  come  in  here  and  undertake  to 
bolster  it  up;  as  I  am  sure,  Mr.  Thome,  they  were  justified  from 
the  facts  in  doing,  because  of  the  fact  that  you  have  gotten  out  all 
right  and  paid  off  these  loans.  I  do  not  think  that  hurt  you  a  par- 
ticle, providing  that  those  rumors  were  abroad. 

Mr.  Thoene.  The  point  in  my  mind  is  this.  If  you  grant  that 
these  rumors  were  abroad  and  that  there  was  a  question  about  the 
stability  of  the  company  and  this  article  comes  out  and  says  that  it 
will  be  supported  until  1  o'clock,  it  seems  to  me  it  is  just  an  invita- 
tion to  a  man  to  come  and  get  his  money  before  1  o'clock. 

Mr.  Sterling.  It  says  that  in  view  of  the  fact  that  they  are  await- 
ing the  report  of  this  investigation. 

Mr.  Littleton.  Mr.  Thorne,  had  there  been  at  any  time  prior  to 
the  publication  of  this  article  any  fugitive  rumor  that  the  Trust  Co. 
of  America  was  a  sore  point  in  the  financial  situation? 

Mr.  Thoene.  Not  that  I  had  heard. 

Mr.  Littleton.  You  were  on  the  job  all  the  time,  were  you  not? 

Mr.  Thoene.  I  was  in  the  Trust  Co. 

Mr.  Gardner.  There  were  no  newspaper  articles  before  the  23d  ? 

Mr.  Thoene.  Before  the  22d. 

Mr.  Gaedner.  I  mean  before  the  time  Mr.  Littleton  has  asked  you, 
if  it  was  before  the  publications? 

Mr.  Thorne.  No;  there  was  an  article  which  Mr.  Perkins  showed 
me  to-day,  dated  the  22d,  in  the  Sun.    I  do  not  recollect  it. 

Mr.  Gardner.  Wliere  is  that  article  ? 

Mr.  Thorne.  Mr.  Perkins  showed  it  to  me. 

Mr.  Sterling.  Have  you  seen  it,  Mr.  Littleton  ? 

Mr.  Littleton.  No.    What  did  it  say  ?    Do  you  remember  it  ? 

Mr.  Thorne.  Yes;  it  said  that  there  had  been  heavy  withdrawals 
from  the  Trust  Co.  of  America,  and  I  have  forgotten  the  rest.  Mr. 
Perkins  had  the  whole  article.    It  was  quite  long,  headed  up. 

Mr.  Sterling.  Did  you  ever  identify  the  author  of  it  ? 
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Mr.  Thorne.  No,  sir. 

Mr.  Sterling.  Did  jou  ever  ascertain  who  it  was? 

Mr.  Thorne.  No,  sir. 

Mr.  Gardner.  Was  that  the  morning  or  evening  Sun  ? 

Mr.  Thorne.  The  morning  Sun. 

Mr.  Gardner.  So  that  its  effect  on  the  depositors  was  only  con- 
fined to  a  million  and  a  half,  assuming  that  those  withdrawals  were 
before  that  time  instead  of  after? 

Mr.  Thorne.  That  is  correct. 

Mr.  Young.  That  was  the  same  day  the  Knickerbocker  Co.  failed  ? 

Mr.  Thorne.  Yes ;  and  owing  to  the  Knickerbocker  failure  nobody 
paid  any  attention  or  would  not  pay  as  much  attention. 

Mr.  Young.  What  day  did  the  Knickerbocker  fail? 

Mr.  Thorne.  The  22d. 

Mr.  Young.  That  would  have  made  the  condition  very  much  worse 
with  regard  to  your  bank  or  any  bank,  would  it  not? 

Mr.  Thorne.  Oh,  surely. 

Mr.  Young.  In  what  you  say  about  this  article,  your  idea  seems 
to  be  that  the  credit  of  a  bank  is  a  good  deal  like  a  woman's  virtue — 
when  you  begin  to  talk  about  it,  you  are  sure  to  do  harm? 

Mr.  Thorne.  I  will  talk  about  banks.  I  do  not  know  anything 
about  woman's  virtue. 

Mr.  Littleton.  He  refuses  to  be  led  into  any  metaphors  or  similes. 
Is  it  not  a  fact  that,  taking  a  trust  company  even  as  large  as  the 
Trust  Co.  of  America  was  formerly,  and  is,  if  there  be  rumors  or  dis- 
cussions of  its  soundness  or  unsoundness  in  New  York  City,  that  is 
confined  to  an  extremely  small  class  of  men  who  happen  to  be  ac- 
quainted with  this  particular  loan  or  that  particular  loan,  or  this  par- 
ticular transaction  that  they  had  been  in  or  that  particular  transac- 
tion?   Is  not  that  generally  true? 

Mr.  Thorne.  Mr.  Littleton,  I  had  never  heard  of  a  discussion 
regarding  a  bank  or  a  trust  company  in  New  York  City  regarding  its 
stability  until  after  the  Knickerbocker  closed — or  the  night  prior  to 
it — and  then  in  regard  to  the  Carnegie. 

Mr.  Littleton.  When  the  storm  had  finally  spent  its  force  and 
the  doors  of  the  company  were  still  open,  how  much  money  did  you 
have  left?    What  were  your  deposits? 

Mr.  Thorne.  Approximately,  $18,000,000  or  $20,000,000. 

Mr.  Littleton.  Out  of  sixty-odd? 

Mr.  Thorne.  Yes. 

Mr.  You.ng.  Seventy-odd? 

Mr.  Littleton.  Seventy-odd,  assets? 

Mr.  Young.  Yes;  that  is  right. 

Mr.  Sterling.  Over  $60,000,000  of  deposits  and  $26,000,000  of  bor- 
rowed money. 

Mr.  Thorne.  No  ;  that  is  not  right. 

Mr.  Littleton.  Subtract  the  surplus  from  the  assets,  and  you  Avill 
get  the  other.  You  set  to  work  after  this,  I  take  it,  to  restore  the 
company  to  its  former  condition? 

Mr.  Thorne.  Yes. 

Mr.  Littleton.  I  think  it  is  fair  to  ask  you  now,  since  the  Trust 
Co.  is  being  discussed  in  this  public  hearing,  what  are  your  deposits 
to-day  ? 

Mr.  Thorne.  $30,000,000. 
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Mr.  Littleton.  That  is  as  high  as  you  have  gotten  since  the  panic . 

Mr.  Thoene.  With  the  exception  of  July  coupon  money  in. 
have  had  $33,000,000,  with  coupons  and  interests.  ^ 

Mr.  Littleton.  It  has  been  said,  or  suggested  and  i^t^^l^^i,®^^^/ 
will  not  say  "  said,"  because  that  is  not  quite  correct— by  Col.  /Roose- 
velt in  his  testimony  that  reference  was  made  there  m  the  conierence 
with  Judge  Gary  and  Mr.  Frick,  or  prior  to  that  time,  to  a  trust 
company  or  to  two  trust  companies  in  New  lork  which  were™- 
volved  in  their  efforts  to  save  the  panic  and  situation  m  Wall  fetreet. 
You  remember  that  ? 

Mr.  Thorne.  Yes.  ,  x  ^i      tj  j-„i  A^-or, 

Mr.  Littleton.  It  is  said  here  that  there  was  at  the  Hotel  Man- 
hattan a  conference  between  the  gentlemen  whose  names  appear  there, 
for  the  purpose  of  assisting  the  Trust  Co.  of  America  and  the  Lin- 
coln Trust  Co.    You  have  read  that? 

Mr.  Thorne.  Yes.  ^       ^  i  t,t     -r^  •  i 

Mr  Littleton.  If  it  be  true  that  Judge  Gary  and  Mr.  Frick  were, 
in  coniunction  with  the  then  President,  endeavoring  to  provide  tor 
the  salvation,  in  any  part,  of  the  Trust  Co.  of  America  and  if  it  be 
true  that  Mr.  Morgan  at  the  Hotel  Manhattan,  with  the  conferees, 
was  endeavoring  at  the  same  time  to  provide  for  the  salvation  ot  the 
Trust  Co.  of  America,  did  you  know  anything  about  it  ( 

Mr.  Thoene.  No.  .  -,     •        ,i     x- 

Mr.  Baetlett.  Was  there  any  intimation  to  you  during  the  time 
that  you  got  this  assistance  from  the  banks  that  you  have  given  a 
detailed  account  of,  that  a  part  of  the  reason  why  that  was  given 
to  you  was  that  his  trade  between  the  Tennessee  Coal  &  Iron  Co. 
and  the  United  States  Steel  Corporation  was  to  be  taken  into  con- 
sideration 1 

Mr.  Thorne.  No,  sir. 

Mr.  Baetlett.  In  other  words,  did  you  have  any  knowledge  that 
you  were  to  get  this  money  from  these  banks  as  a  part  of  an  under- 
taking, agreement  or  scheme  to  also  transfer  to  the  United  States 
Steel  Corporation  the  Tennessee  Coal  &  Iron  stock,  and  to  aid 
Moore  &  Schley  as  a  part  of  a  scheme  to  relieve  you  also? 

Mr.  Thoene.  I  did  not  know  that  we  were  connected  with  anyone 
in  regard  to  our  $10,000,000  or  our  $15,000,000. 

Mr.  Baetlett.  I  know  you  said  that. 

Mr.  Thoene.  I  did  not  know  there  was  any  connection  between 
those  two  loans  which  were  made  to  us,  and  the  transfer  of  the  stock 
of  the  Tennessee  Coal  &  Iron  Co.  to  the  Steel  Corporation. 

Mr.  Baetlett.  Was  it  ever  suggested  to  you  that  your  obtaining 
this  money  from  these  gentlemen  was  in  any  way  dependent  upon 
whether  this  trade  between  the  Steel  Corporation  and  the  Tennessee 
Coal  &  Iron  Co.  and  Moore  &  Schley  with  reference  to  the  Tennessee 
Coal  &  Iron  Co.  should  go  through? 

^Ir.  Thorne.  No,  sir. 

Mr.  Gardner.  Mr.  Thorne,  you  testified  that  you  had  482-odd 
thousand  dollars  loaned  to  certain  individuals  holding  the  stock  of 
the  Tennessee  Coal  &  Iron  Co.,  at  60,  as  collateral.  I  suppose  that  in 
addition  you  had  a  margin  of  stock  over  and  above  the  face  value  of 
that  loan. 

Mr.  Thorne.  We  were  advancing  $60  per  share  for  the  stock. 

Mr.  Gaednee.  That  included  the  margin  and  everything? 


UNITED    STATES    STEEL   COEPOEATION.  1695 

Mr.  Thokne.  In  other  words,  for  the  $482,000,000  we  had  8,020 
shares,  roughly  speaking. 

Mr.  Gardner.  8,020  shares  ? 

Mr.  Thoene.  Yes;  exactly. 

Mr.  Gardner.  That  is,  for  one  share  you  advanced  $60  ? 

Mr.  Thoene.  Correct. 

Mr.  Gardner.  Would  you  have  had  any  hesitation  in  calling  for 
additional  collateral?  In  case  there  had  been  such  a  thing  as  a  quo- 
tation of  the  Tennessee  Coal  &  Iron  stock  and  if  it  should  have  gone 
down,  would  you  have  called  for  more  collateral  ? 

Mr.  Thornb.  Yes. 

Mr.  Gardner.  As  a  matter  of  fact,  was  any  sale  of  the  Tennessee 
Coal  &  Iron  stock  made  within  two  months  before  that  ? 

Mr.  Thorne.  I  do  not  remember. 

Mr.  Gardner.  You  do  not  remember? 

Mr.  Thorne.  No,  sir. 

Mr.  Gaednee.  I  just  wanted  to  get  that  through  my  head,  as  to 
whether  that  included  the  margin  or  not.  Do  you  know  Mr.  Clark 
Williams? 

Mr.  Thoene.  I  do. 

■  Mr.  Gardner.  How  long  before  October  22, 1907,  did  Mr.  Williams 
examine  your  books  ? 

Mr.  Thorne.  I  do  not  remember,  but  Mr.  Perkins  made  the  state- 
ment to  me  that  there  was  a  statement  of  the  corporation  in  that 
paper  which  had  been  made  a  few  days  prior. 

Mr.  Gardner.  Had  he  regular  periods  for  visiting  the  institutions  ? 

Mr.  Thorne.  They  do  it  semiannually. 

Mr.  Gardner.  And  do  you  remember  whether  your  dates  are  April 
1  and  October  1? 

Mr.  Thorne.  You  can  not  tell  anything  about  that.  They  come  in 
prior  to  a  certain  date,  but  they  might  examine  you  twice  in  three 
months. 

Mr.  Gardner.  They  try  to  take  you  by  surprise  ? 

Mr.  Thoene.  Yes. 

Mr.  Gaednee.  You  do  not  remember  how  long  prior  that  examina- 
tion was  made  ? 

Mr.  Thoene.  No,  sir. 

Mr.  Gardner.  Did  Mr.  Williams  ever  criticize  the  nature  of  your 
securities  ? 

Mr.  Thorne.  He  did  not. 

Mr.  Gaednee.  Did  he  ever  criticize  the  amount,  the  size,  of"  a  loan 
that  you  made  to  any  particular  party? 

Mr.  Thorne.  Not  that  I  recall. 

Mr.  Gaednee.  Did  he  ever  criticize  the  amount  of  collateral  which 
you  had  upon  any  particular  loan? 

Mr.  Thoene.  Not  that  I  recall. 

Mr.  Gaednee.  Do  you  remember  what  your  biggest  loan  was  at 
fhattime,  October  22? 

Mr.  Thoene.  I  think  it  was  on  the  underwriting  of  the  Norfolk  & 
Southern  Eailroad,  made  to  Edward  Sweet,  syndicate  manager. 

Mr.  Gaednee.  Do  you  remember  the  amount  of  it? 

Mr.  Thoene.  $3,250,000. 

Mr.  Gaednee.  Secured  how? 


1696  UNITED   STATES   STEEL   COEPOKATION. 

Mr.  Thorne.  Secured  by  the  stock  of  the  Norfolk  &  Southern 
Railroad,  together  with  the  underwriting  agreement. 

Mr.  Gaednee.  The  Norfolk  &  Southern  was  one  of  the  new  coal 
lines  ? 

Mr.  Thoene.  No  ;  it  is  an  old  road.    It  is  a  road  running  south  of 
Norfolk. 

Mr.  Gaednee.  It  runs  down  the  Carolina  coast  ? 

Mr.  Thoene.  Yes. 

Mr.  Gaednee.  It  runs  down  to  Raleigh  ? 

Mr.  Thoene.  No,  sir ;  east  of  Raleigh. 

Mr.  Gaednee.  Is  it  a  part  of  any  system  ? 

Mr.  Thoene.  No  ;  it  is  not. 

Mr.  Gaednee.  It  is  an  independent  road  ? 

Mr.  Thoene.  Yes. 

Mr.  Gaednee.  That  loan  was  how  much  ? 

Mr.  Thoene.  $3,250,000. 

Mr.  Gaednee.  Do  you  remember  your  next  biggest  loan? 

Mr.  Thoene.  No ;  I  do  not. 

Mr.  Gaednee.  At  what  price  was  the  Norfolk  &  Southern  stock 
held  as  collateral  for  that  loan  ? 

Mr.  Thoene.  It  was  not  a  question  of  the  stock,  it  was  a  question 
of  underwriting  the  bonds  and  the  stock.  It  was  the  original  syndi- 
cate. In  other  words,  various  people  had  subscribed  for  these  securi- 
ties, and  paid,  I  think  it  was,  25,  the  subscriptions  at  par,  and  had 
agreed  to  pay  25  more  in  90  days,  or  whatever  time  it  was.  I  do  not 
remember  the  terms  of  it.  Now,  $3,250,000  was  borrowed.  There 
was  more  than  that,  but  we  advanced  $3,250,000  on  the  total. 

Mr.  Gaednee.  You  had  advanced  that  to  the  railroad  ? 

Mr.  Thoene.  No  ;  it  went  through  the  syndicate. 

Mr.  Gardner.  To  the  underwriters? 

Mr.  Thorne.  Yes. 

Mr.  Gaednee.  To  a  syndicate  of  underwriters;  and  they,  in  turn, 
had  given  you  their  stock,  25  per  cent  paid  ? 

Mr.  Thoene.  Stock  and  bonds. 

Mr.  Gardner.  Stock  and  bonds,  25  per  cent  paid.  On  their  face 
value,  how  much  did  that  exceed  $3,250,000? 

Mr.  Thorne.  If  I  remember — which  may  not  be  correct— but  if  I 
remember  correctly 

Mr.  Gardner.  Substantially? 

Mr.  Thorne  (continuing).  It  was  87*  per  cent  in  bonds,  30  per 
cent  m  preferred  stock,  and  100  per  cent  in  common  stock.  In  other 
words,  we  got  217^  par  value  for  every  75  that  we  paid. 

Mr.  Gardner.  There  was  just  one  kind  of  stock  of  the  company? 

Mr.  Thorne.  No,  sir;  there  were  bonds,  preferred  stock,  and  com- 
mon stock. 

Mr.  Gardner.  In  what  proportions  did  you  receive  those — 75  per 
cent  in  bonds,  I  think  you  said. 

Mr.  Thorne.  No  ;  I  "believe  we  got  87-!^  per  cent  bonds,  30  per  cent" 
preferred  stock,  and  100  per  cent  common  stock. 

Mr.  Gardner.  In  these  rumors  that  were  floating  around,  did  you 
ever  hear  that  loan  criticised  ? 

Mr.  Thorne.  I  do  not  remember. 

Mr.  Gardner.  You  never  heard  anybody  say  it  was  rumored  thai 
vou  had  too  much  Norfolk  and  Southern  ? 
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Mr.  Thokne.  I  do  not  remember  hearing  it  stated. 
Mr.  Gaednbe.  Those  rumors  that  you  had  "  cats  and  dogs  "  did  not 
specify  the  particular  "  cats  and  dogs  ?  " 
Mr.  Thokne.  Generally  they  do  not. 
Mr.  Gardner.  They  were  just  indefinite  ? 
iSIr.  Thorne.  Yes. 

Mr.  Gardner.  I  do  not  know  that  you  can  answer  this  question, 
but  we  were  speaking  about  the  source  of  this  money  which  came  to 
you  through  Mr.  Edward  King  at  the  Union  Trust  Co.  Somewhere 
in  this  record  I  think  Mr.  Perkins  made  a  statement — and  this  is  a 
little  bit  extraneous — that  the  Morgan  library  associates,  which  I 
will  put  as  the  name  most  nearly  descriptive  that  I  can  think  of,  I 
think  had  consulted  Mr.  Cortelyou  as  to  whether  it  would  be  permis- 
sible, when  the  Government  deposited  Government  money  in  the 
national  banks  for  them  to  lend  it  to  the  trust  companies,  taking  in 
return  the  best  collateral  that  the  trust  companies  could  give,  and 
they  to  select  the  collateral.  You  had  heard  of  that  arrangement 
with  Mr.  Cortelyou  ? 

Mr.  Thorne.  I  did  not  know  anything  about  it. 

Mr.  Gardner.  Then  you  would  not  know  whether  that  money 
might  have  been  the  source  of  the  money  that  you  received  ? 

Mr.  Thorne.  I  did  not  know,  at  all.  ■ 

Mr.  Gardner.  You  said  that  you  never  knew  of  the  Sun  article 
which  came  out — we  will  say  a  disagreeable  article — before  the  23d. 
Would  it  be,  in  normal  business  times,  a  matter  of  worry  to  you  if 
in  two  or  three  successive  days  the  withdrawals  amounted  to  a 
million  and  a  half  ? 

Mr.  Thorne.  It  would  depend  entirely  on  whether  I  knew  the 
cause. 

Mr.  Gardner.  I  say  in  normal  times  ? 

M?;.  Thorne.  There  have  been  many  times ;  for  instance,  you  take 
from  July  1  to  5,  our  withdrawals  every  year  are  about  $3,000,000 
or  $4,000,000.  Those  are  coupon  and  interest  payments  going  out, 
which  is  normal.  But  if  an  abnormal  shrinkage  came  for  two  or 
three  days  together 

Mr.  Gardner.  Suppose  it  kept  up  for  two  days  ? 

Mr.  Thorne.  No. 

Mr.  Gardner.  The  situation  the  night  that  you  met  Perkins  and 
Davison  was  not  alarming,  was  it?  It  was  not  such  as  might  have 
alarmed  any  other  trust  company  in  New  York  ? 

Mr.  Thorne.  No. 

Mr.  Gardner.  I  will  not  say  any  other  trust  company,  but,  say, 
one  of  the  newer  trust  companies?  I  do  not  mean  a  central  trust 
company,  but  sorne  of  the  newer  trust  companies  ? 

Mr.  Thorne.  The  fact  of  the  i;natter  was  that  that  night,  which 
was  the  22d,  I  did  not  appreciate  the  gravity  of  the  situation.  I 
actually  did  not  know  anything  about  it.  We  had  been  running 
along  quietly. 

Mr.  Gardner.  You  knew  that  the  Knickerbocker  Trust  Co.  had 

failed,  did  you  not? 

Mr.  Thorne.  Yes,  surely;  but  I  did  not  kn-'w  the  gravity  ot  the 
situation  on  the  stock  exchange,  nnd  I  did  not  know  the  gravity  of 
the  situation  of  Moore  &  Schley,  and  I  did  not  know  the  gravity  of 
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the  situation  of  the  various  clearing-house  banks,  or  the  gravity  of 

the  situation  in  Brooklyn.  «,  ■  ■,    ■,    ^ 

Mr.  Gardner.  And  none  of  your  clerks  or  officials  had  called  your 
attention  to  this  Sun  article? 
Mr.  Thorne.  No,  sir. 

Mr.  Gardner.  Therefore  it  came  to  you  rather  out  of  a  clear  sky 
when  a  gentleman  called  you  up  in  the  evening  and  said  they  were 
ready  to  help  you,  before  you  were  ready  to  be  helped? 

Mr.  Thorne.  They  did  not  say  that.  They  asked  me  to  come  over 
to  the  Union  League  Club,  and  I  was  very  glad  to  go.  I  knew  both 
of  them,  and  I  was  glad  to  go  and  see  them,  and  when  I  got  there 
they  told  me  that  the  situation  was  very  grave,  and  naturally  I  was 
much  interested.  ,     i  v 

Mr.  Gardner.  You  spoke  of  having  for  some  time  had  discussion 
with  counsel  as  to  the  wisdom  of  suing— I  do  not  know  whether  Mr. 
Perkins— for  damages.  Did  I  understand  you  to  say  that  m  answer 
to  the  question  that  was  put  to  you  ? 

Mr.  Thorne.  No;  the  question  of  whether  we  could  bring  suit  was 
discussed  prior  to  the  time  we  got  our  $15,000,000,  when  we  were 
hanging  in  the  balance,  as  Mr.  Perkins  says,  which  is  pretty  darned 
near  correct.  , 

Mr.  Gardner.  Then  I  hardly  need  ask  you  why  you  abandoned  the 
idea  of  suing.  I  wanted  to  get  it  in  my  own  mind  clear  really 
whether  you  made  up  your  mind  that  you  could  not  prove  that  Per- 
kins wrote  it,  and  you  abandoned  it  because  you  thought  you  would 
have  a  lack  of  evidence,  or  because  you  were  after  the  money  and 
were  not  making  arguments. 

Mr.  Thorne.  That  was  it.  The  situation  was  then  that  we  were 
investigating  this  really  from  the  24;th  right  straight  up,  and  when 
we  were  given  sufficient  money  to  go  through  we  had  nothing  to 
sue  for. 

Mr.  Gardner.  What  I  am  really  getting  through  my  mind  is,  ot 
course,  that  it  is  perfectly  obvious  from  the  evidence  you  have  given 
that  somebody  said  something  to  the  newspaper  men  that  only  Mr. 
Davidson  and  Mr.  Perkins,  perhaps,  could  have  known  about;  that 
is,  your  $12,000,000  surplus. 

Mr.  Thorne.  Now,  be  fair  there. 
Mr.  Gardner.  That  is  what  I  want  to  get  at. 

Mr.  Thorne.  Mr.  Perkins  left  the  Union  League  Club  and  went  to 
the  Manhattan  Hotel  to  the  conferees.  Now,  if  he  had  repeated  what 
1  had  told  him,  which  he  had  a  perfect  right  to  do;  they  had  dis- 
cussed it  prior  to  that,  and  they  must  have,  as  I  see  it  now,  because 
you  could  not  have  gotten  a  committee  at  11  o'clock  at  night  to  be  at 
my  office  at  7,  if  they  had  not  discussed  it.  He  went  back  and  told 
them  the  situation,  and  then  this  article  comes  out  as  coming  from 
the  conferees.  I  do  not  know  anything  about  who  the  conferees  were, 
or  who  wrote  it,  or  anything  else. 

Mr.  Gardner.  The  article  does  not  seem  to  me,  reading  it  all 
•  through,  as  an  article  such  as  a  business  man  would  prepare  and  have 
typewritten  off  and  give  out ;  but  evidently  it  contains  material  which 
could  have  only  been  arrived  at  in  that  conversation  you  had  with 
Mr.  Perkins  and  Davison,  to  wit,  the  fact  that  you  had  $12,000,000 
in  cash.  Nobody  else  could  have  known  that,  could  they? 
Mr.  TiiOEXE  No. 
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Mr.  Gardner.  This  letter  reads  as  follows: 

Chabi.es  H.  Boynton, 

7  AVall  Stkeet, 
Xciv  York.  Xi)OCinT)cr  IS,   1901. 
Oakleigh  TIIOB^"E,  Esq., 

PresUlcnt.  Trust  Co.  of  America, 

■15  M'all  St.,  .\ew  York. 
My  Dkak  Mr.  TnORxr: :  My  recollection  as  to  the  stntement  given  out  in  the 
early  morning  hours  of  Wednesday.  October  23,  is  quite  distinct.  About  1  a.  m. 
1  went  to  the  Hotel  Manhattan  for  the  purpose  of  having  a  word  with  Secre- 
tary Cnrtelyon.  The  Serictary  was  standing  at  one.  side  of  the  corridor,  and 
I  started  toward  him,  but  at  that  instant  one  of  the  newspaper  men  said  "  Mr, 
I'erlcins  is  about  to  give  out  a  statement."  The  newspaper  men  had  gathered 
about  a  gentleman  who  be,gan  to  dictate  to  them  the  announcement  which  be- 
gan: "Attention  had  been  directed  mainly  on  Mv.  Oakleigh  Thome's  Trust  Co. 
of  America."  This  gentleman,  I  afterwards  learned  was  Mr.  Phillips  of  the 
Times.  As  he  began,  one  of  the  reporters  asked,  "  Is  this  statement  to  be 
credited  to  Mr.  Perkins?"  Mv.  Phillips  replied,  "Don't  put  it  (hat  way,  say  it 
comes  fi'om  one  of  thf^se  who  was  pri'sent  at  to-night's  conference." 

May  I  ask  -which  conference ;  the  general  conference  at  the  Hotel 
Manhattan,  or  your  private  conference  ? 

^Mr.  Thokxe.  There  was  nobody  at  our  private  conference.  It  was 
at  the  general  conference  at  the  ^lanhattan  Hotel. 

Mr.  Gardner.  Then  it  means  the  general  conference? 

Mr.  Thorne.  Yes. 

Mr.  Gardner   (reading)  : 

Knowing  that  Mr.  Stanley,  whom  I  had  left  at  the  Lotos  ChJi,  was  extremely 
interested  in  the  outcome  of  the  conference,  I  copied  the  statement  as  it  was 
given  out  for  my  own  purposes,  ,uid  upon  its  completion  hastened  to  the  Lotos 
Club,  where  I  met  Mr.  Stanley  anil  he  asked  me  if  I  would  be  good  enough  to 
read  the  statement  to  you  .iver  the  telephone.  You  were  unable  to  come  to  the 
telephone,  and  in  your  place  I  read  the  announcement  to  Mr.  Perry. 

Who  is  Mr.  Perry? 

Mr.  Thorne.  Martin  J.  Perry,  of  Providence. 

Mr.  Gardner.  Connected  with  your  firm? 

Mr.  Thorne.  No,  sir. 

Mr.  Gardner  (continuing  reading)  : 

As  I  came  out  of  the  booth,  Mr.  Stanley  awaited  me,  and  I  started  to  read 
the  statement  to  him.  I  had  just  begun  it  when  Mr,  Perkins  came  down  the 
stairway,  at  the  foot  of  which  I  was  standing.  I  greeted  him  and  renewed  the 
reading  of  the  statement,  saying  to  Mr.  Perkins :  "  Tou  will  not  be  interested 
in  hearing  this."  He  replied:  "Yes;  read  it  to  me,  I  wish  to  see  if  I  can 
recognize  it,"  Mr.  Perkins  listened  to  my  reading  and  made  no  dissent  or  cor- 
rection. 

Let  me  add  that  I  was  distinctly  of  the  impression,  and  I  think  the  news- 
paper men  present  also  felt,  that  the  statement  given  out  by  Mr.  Phillips  to 
the  newspaper  men  emanated  from  Mr.  George  W.  Perkins. 
Yours,  very  truly, 

Ohas.  H.  Boynton. 

Who  is  Charles  H.  Boynton  ? 

Mr.  Thorne.  He  used  to  be  of  the  firm  of  Hay  &  Boynton,  an  ex- 
change house. 

Mr.  Gardner.  On  Wall  Street? 

Mr.  Thorne.  Wall  Street  stock  brokers. 

Mr.  Gardner.  Who  is  Mr.  Phillips  ? 

Mr.  Thorne.  Mr.  Phillips  of  the  Times. 

Mr.  Gardner.  Has  Mr.  Phillips  been  subpoenaed  ? 

Mr.  Littleton.  Perhaps  I  ought  to  answer  this.  The  matter  of 
the  drawing  out  of  this  testimony,  because  of  my  relations  with  Mr. 


UNITED    STATES    STEEL    CORPORATIOIT.  1701 

Thome  and  my  previous  knowledge  of  it,  has  been  frequently  talked 
about  to  me  by  Mr.  Stanley,  the  chairman,  and  we  intended  to  have 
Mr.  Thorne  last  week  in  New  York,  and  then  later,  the  first  part  of 
this  week,  but  the  thing  has  been  postponed  from  time  to  time,  and 
I  only  asked  that  Mr.  Thorne  be  submitted  as  the  first  witness  on 
this  version  of  it,  to  be  supported,  as  in  the  judgment  of  the  com- 
mittee might  be  deemed  wise,  by  other  testimony  to  be  brought  about, 
and  I  think  that  everyone  connected  with  it  on  the  New  York  Times 
has  been  subpoenaed,  because  the  managing  editor  has  been  to  see  me 
to  be  excused.  I  think  everyone  on  the  Times,  connected  with  it,  has 
been  subpoenaed — Mr.  Phillips  and  others. 

Mr.  Gardner.  I  hope  that  Mr.  Phillips  will  not  apjjear  before  Mr. 
Perkins's  evidence  is  printed  and  is  in  our  hands,  in  which,  if  I  recol- 
lect rightly,  he  contradicts  the  statement  in  this  letter. 

The  Chairman.  It  is  too  late  to  do  it  to-day,  but  I  suggest  that 
when  we  make  our  arrangements  to-morrow  we  have  a  little  under- 
standing about  future  hearings. 

Mr.  Littleton.  Have  you  finished,  Mr.   Gardner? 

Mr.  Gardner.  Yes. 

Mr.  Littleton.  I  want  to  ask  Mr.  Thorne  a  question  that  I  over- 
looked. What  were  the  large  withdrawals  on  the  23d,  i-lth,  and  25th, 
from  your  bank.  Do  you  remember  any  of  them?  Mr.  Gardner, 
may  I  ask  you  to  listen  to  this  question,  because  I  know  you  will  be 
interested  in  it.  I  have  asked  Mr.  Thorne  what  were  the  large  with- 
drawals on  the  23d,  24th,  and  25th,  from  his  bank.  The  point  has 
come  up  in  connection  with  Mr.  Perkins's  testimony. 

Mr.  Thorne.  There  were  a  number  of  withdrawals,  naturally 
speaking,  but  there  is  one  point  in  that.  The  Chattanooga  Station  Co. 
drew  a  balance  of  $180,000,  the  Southern  Railway  a  balance  of  $300,- 
000,  and  there  was  a  balance  of  the  Central  of  Georgia  Railway  of 
$300,000,  and  these  were  all  paid  to  J.  P.  Morgan  &  Co.  in  a  check 
for  $666,000,  on  the  26th  of  October. 

Mr.  Littleton.  Who  delivered  that  check? 

Mr.  Thorne.  I  did. 

Mr.  Littleton.  To  whom  did  you  deliver  it? 

Mr.  Thorne.  To  Mr.  Morgan. 

Mr.  Littleton.  How  much  was  that  withdrawal? 

Mr.  Thorne.  $666,000. 

Mr.  Littleton.  On  the  26th? 

Mr.  Thorne.  On  the  26th.  Now,  I  would  state  there,  and  I  want 
to  state  there,  too,  that  the  boards  of  directors  of  the  various  com- 
panies that  had  deposits  with  us  were  insisting  on  the  withdrawal  of 
the  funds  from  us,  and  that  I  do  not  think  it  would  be  fair  to  insinu- 
ate or  to  allow  it  to  be  insinuated  that  Mr.  Morgan  or  any  individual 
there  was  the  one  that  was  insisting  on  the  withdrawal  of  those  funds 
from  us,  but  every  corporation  that  had  money  with  us  where  the 
board  could  get  together  was  insisting  on  the  withdrawals. 

Mr.  Littleton.  Do  you  know  how  much  was  drawn  out  by  the 
interests  that  Mr.  Morgan  represented  after  the  23d? 

Mr.  Thorne.  Oh,  I  do  not  know.  There  are  so  many  collateral 
things  to  that  that  it  would  be  impossible  to  say,  but  I  do  know  that 
if  it  had  not  been  for  J.  P.  Morgan  the  Trust  Co.  of  America  would 
have  been  closed.    I  do  know  that. 
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Mr.  Littleton.  I  have  not  the  slightest  doubt  about  that,  any  more 
than  I  have  that  if  it  had  not  been  for  Charley  Murphy  there  would 
not  have  been  any  judges  on  the  supreme  court  bench,  of  the  Demo- 
cratic Party,  in  New  York.  That  does  not  mean  that  I  agree  with 
them. 

Mr.  Beall.  You  are  equally  of  the  opinion  that  if  there  had  not 
been  any  newspaper  articles,  such  as  the  article  in  the  Times  of  the 
23d  or  some  similar  article,  there  would  not  have  been  any  run  on  the 
Trust  Co.  of  America,  are  you  not  ? 

Mr.  Thorn E.  Yes;  I  am. 

The  Chairman.  If  there  are  no  further  questions,  you  are  excused, 
Mr.  Thorne,  with  the  thanks  of  the  committee. 

(At  o.oO  o'clock  p.  m.  the  committee  adjourned  until  to-morrow, 
Saturday,  August  12,  1911,  at  10.30  o'clock  a.  m.) 
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SPECiAii  Committee  on  the  Ikvestigation 
OF  THE  United  States  Steel  Cokpoeation. 

House  or  Representatives, 

Saturday,  August  12,  1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  Mr.  Temple,  I  have  here  all  except  the  last  page 
of  an  agreement  entered  into  by  the  Structural  Steel  Association  of 
the  United  States,  Agreement  A,  supposed  to  be  such,  and  I  have  also 
a  supposed  agreement  entered  into  by  the  Steel  Plate  Association  of 
the  United  States,  of  which,  it  has  been  testified  here,  you  were  the 
commissioner.  I  wish  you  would  look  over  the  agreements  and  see 
if  you  ever  saw  them  before  [handing  Mr.  Temple  agreements] . 

Mr.  YoTTNG.  Is  this  the  plate  agreement? 

The  Chairman.  Yes,  sir ;  it  is  the  old  plate  agreement. 

Mr.  Temple.  I  do  not  understand  that  you  ask  if  these  particular 
agreements  I  have  ever  seen  before? 

The  Chairman.  No  ;  but  similar  agreements.  They  are  supposed 
to  be  copies  of  agreements.  I  want  you  to  ascertain  if  they  are  au- 
thentic, or  if  you  ever  saw  agreements  like  them. 

Mr.  Temple.  Mr.  Chairman,  without  any  desire  to  quibble,  I  will 
say  that  while  I  can  not  state  that  I  have  ever  seen  agreements  that 
are  the  same  as  these,  I  have  seen  agreements  that  are  similar  in  many 
ways  to  these,  and  the  points  of  dissimilarity  I  can  not  point  out, 
because  I  would  be  obliged  to  do  so  completely  from  memory,  but  a 
general  agreement  similar  to  this  marked   Agreement  A"  I  have  seen. 

Mr.  YoTJNG.  Are  you  referring  to  the  plate  agreement  or  the  struc- 
tural-steel agreement? 

Mr.  Temple.  That  is  plate  agreement  A. 

The  Chairman.  I  have  a  little  matter  which  I  want  to  introduce 
into  the  record,  and  please,  Mr.  Temple,  look  at  them  more  carefully 
while  I  am  doing  that,  and  then  you  will  be  sworn  and  examined  in 
regard  to  them. 

Mr.  Temple.  Very  well. 

The  Chairman.  I  have  just  received  a  telegram  from  Mr.  Mel- 
ville E.  Stone,  as  follows : 

Albany.  N.  Y..  August  11. 
Hon.  A.  O.  Stanley, 

Washington,  D.  C: 
Have  just  learned  that  a  personal  letter  of  mine  to  Oakleigh  Thome  was 
introduced  in  evidence  to-day.  It  Is  only  fair  to  say  that  this  letter  was  written 
under  what  now  proves  to  have  been  a  misapprehension  of  the  facts,  and  its  use 
before  your  committee  without  explanation  is  unjust.  I  therefore  request  a 
hearing  at  your  hands. 

Melville  E.  Stone. 

1703 
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What  is  the  will  of  the  committee? 

Mr.  Baetlett.  He  is  not  in  the  city  to-day  ? 

The  Chairman.  No,  sir;  this  was  sent  from  Albany,  N.  Y. 

Mr.  Littleton.  I  happen  to  know  that  Mr.  Stone  is  on  his  way  to 
the  Adirondacks. 

Mr.  Young.  What  is  the  date  of  that  telegram  ? 

The  Chairman.  Albany,  N.  Y.,  August  11. 

Mr.  Young.  Why  not  let  him  come? 

Mr.  Littleton.  In  addition  to  that  request  of  Mr.  Stone  which 
has  been  read,  I  might  say  that  I  received  a  telegram,  which  I  do 
not  happen  to  have  in  my  pocket,  from  Mr.  Stone,  in  which  he  asked 
me  to  see  that  this  telegram  was  made  a  part  of  the  record,  at  all 
events,  and  also  indicating  that  he  had  gone  or  started  on  this  trip, 
and  this  shows  that  is  true,  because  it  is  dated  "Albany,"  and  he  lives 
in  New  York,  gone  to  the  North  Woods.  I  therefore  move  that  when 
the  committee  resumes  its  sessions  after  the  recess  for  the  summer 
that  it  take  up  this  question  of  Mr.  Stone's,  in  accordance  with  his 
request,  and  that  he  be  allowed  to  come  before  the  committee  for  such 
purposes  as  he  may  choose. 

Mr.  BoLLiNG.  On  behalf  of  Mr.  Perkins,  I  would  suggest  that  the 
committee  even  subpoena  Mr.  Stone,  if  there  is  any  question  about 
his  appearance,  because  I  think  he  can  clear  up  some  material  ques- 
tions. 

The  Chairman.  I  would  say,  in  all  kindness  to  the  attorneys,  that 
their  province  is  to  object  to  questions  that  are  not  material.  I  think 
the  eminent  counsel  who  are  before  us  this  morning  are  not  aware — 
have  not  been  furnished  with  a  copy  of  the  resolution,  which  abso- 
lutely prohibits  counsel  from  making  any  statement  of  fact  or  enter- 
ing into  any  discussion  of  the  committee.  I  have  been  very  liberal, 
and  I  do  not  mean  it  as  a  rebuke  to  counsel,  because  I  know  it  has 
not  been  ca:lled  to  their  attention.  I  have  been  liberal  to  Mr.  Linda- 
bury,  and  the  record  is  full  not  only  of  statements  of  facts  from 
witnesses,  but  suggestions  from  counsel  that  are  far  beyond  the 
scope  of  counsel's  prerogative  in  these  hearings.  I  will  furnish  to 
counsel  in  the  future  a  copy  of  the  resolution  under  which  we  are 
operating.  I  merely  make  that  statement  to  the  distinguished  coun- 
sel, not  intended  in  any  way  as  a  reflection. 

Mr.  BoLLiNG.  I  can  not  plead  ignorance  of  the  resolution;  it  has 
been  the  liberality  of  the  chairman  and  the  committee,  and  my  sug- 
gestion was  only  in  line  with  the  purpose  of  the  committee  to  bring 
out  all  the  facts. 

Mr.  Baetlett.  The  suggestion  of  counsel  is  that  if  Mr.  Stone  does 
not  come  that  they  desire  him  subpoenaed,  a  perfectly  legitimate 
request. 

Mr.  BoLLiNG.  That  is  it. 

Mr.  Sterling.  I  want  to  go  on  record  on  that,  that  I  think  the 
suggestion  was  perfectly  proper,  and  I  do  not  think  they  ought  to 
be  limited  to  such  an  extent  as  that.  I  think  the  suggestion  was  a 
good  one — a  worthy  one. 

The  Chairman.  I  do  not  mean  by  what  I  said  to  cast  any  re- 
flection. 

Mr.  BoLLiNG.  Counsel  takes  no  offense. 

The  Chairman.  It  has  probably  been  more  the  fault  of  the  chair- 
man than  any  other — a  disposition  to  move  a;long  the  lines  of  least 


UNITED   STATES   STEEL   COEPOEATION.  1705 

resistance  has  caused  me  to  fail  in  enforcing  this  rule,  which  was 
unanimously  adopted  by  the  committee.  As  the  gentleman  has  a 
copy  of  the  resolution,  there  will  be  no  difference  between  us. 

Mr.  BoLLiNG.  Without  seeming  to  further  trespass  upon  your  in- 
dulgence, may  I  offer  a  request  that  Mr.  Littleton,  who  read  yester- 
day certain  very  important  portions  of  the  Times  articles  of  October 
22,  also  read  another  portion,  which  seems  to  me  equally  important, 
and  which,  I  think,  the  committee  will  feel  so. 

Mr.  Littleton.  I  intended  that  the  whole  article  should  go  into  the 
record. 

Mr.  BoLLiNG.  But  this  portion  to  which  I  refer,  published  simul- 
taneously with  the  statement  alleged  to  have  been  made  by  Mr, 
Perkins,  is  a  statement  by  the  New  York  State  bank  examiner. 

The  Chaieman.  Is  the  whole  statement  in  the  record?  If  not,  let 
it  all  go  into  the  record. 

Mr.  BoLLiNG.  Being  in  the  record  is  a  very  different  thing  from 
being  read  in  the  evidence. 

The  Chairman.  If  it  is  in  the  record  it  is  in  the  evidence. 

Mr.  Littleton.  May  I  take  the  matter  up,  because  I  did  it.  I  only 
read  to  Mr.  Thorne  a  portion  which  showed  the  statement  that  was 
attributed  to  Mr.  Perkins,  followed  by  the  statement  of  the  conference 
held  at  the  Manhattan  Hotel.  I  purposely  did  not  read  the  entire 
article,  because  the  thing  I  was  examining  him  about  was  the  possible 
effect  of  the  statement  of  Mr.  Perkins,  if  he  made  it.  Permit  me  to 
say  that  I  do  not  think  that  the  reading  of  the  article  out  loud  by  me 
or  anybody  else  could  have  any  possible  effect,  either  to  prove  or  dis- 
prove anything  here  in  the  record,  but  if  counsel  feels  that  the  reading 
of  the  portion  which  I  read  was  unfair,  rather  than  to  be  put  in  that 
position  I  prefer  to  have  the  article  read. 

Mr.  BoLLiNG .  I  do  feel  that  it  works  some  injustice,  imintentional 
entirely.  The  portion  to  which  I  refer  is  right  there  [indicating]. 
May  I  read  this? 

Mr.  Littleton.  I  will  read  it.     [Eeads:] 

While  the  fluancial  community  was  busy  yesterday  in  watching  closely  the 
efforts  which  were  being  made  to  rehabilitate  the  affairs  of  the  Knickerbocker 
Trust  Co.,  if  possible,  the  State  banking  companies  were  giving  close  attention 
to  the  affairs  of  other  institutions.  State  Bank  Examiner  xilbert  0.  Judson,  it 
was  learned  last  night,  made  an  examination  yesterday  of  all  of  the  loans  of 
the  Trust  Co.  of  America.  Confirmation  of  this  fact  was  obtained  last  night 
from  Mr.  Judson  himself.    Mr.  Judson,  at  his  home  in  Staten  Island,  said : 

"  It  is  true  that  I  made  an  examination  of  the  Trust  Co.  of  America's  loans 
to-day.  My  purpose  in  making  this  examination  was  to  investigate  reports 
which  had  been  spread  abroad  that  both  O.  W.  Morse  and  Charles  T.  Barney 
were  heavy  borrowers  from  the  Trust  Co.  of  America.  My  examination  re- 
vealed the  fact  that  Mr.  Morse  has  no  loans  whatever  with  the  Trust  Co.  of 
America,  and  that  the  only  loan  which  Mr.  Barney  had  amounted  to  $175,000, 
and  this  was  amply  secured." 

The  interesting  fact  brought  to  light  last  night  was  that  the  security  pledged 
by  Mr.  Barney  to  cover  this  loan  was  240  shares  of  the  Knickerbocker  Trust 
Co.'s  stock,  of  a  par  value  of  $2,400,  which  recently  had  a  high  market  valua- 
tion. 

Asked  whether  he  regarded  this  security  as  ample  to  cover  Mr.  Barney's  loan, 
Mr.  Judson  said,  "  I  think  so."  The  stock  of  the  Knickerbocker  Trust  Co.  has 
sold  as  high  as  $1,000  a  share,  although  it  would  not  be  very  salable  under 
existing  conditions. 

Mr.  BoLUNG.  That  is  all  I  care  to  have  read  to  show  that  tlie 
day  before  that  alleged  statement  the  State  banli  examiner  had  made 
this  examination  to  quiet  certain  rumors. 
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May  I  suggest  that  Mr.  Judson  be  subpoenaed  in  the  fall  ? 

Mr.  Littleton.  I  think  I  would  suggest  that  that  request,  and 
also  the  request  from  Mr.  Stone,  be  addressed  to  the  chairman. 

Mr.  BoLLiNG.  I  will  do  so. 

Mr.  Bartlett.  Who  is  Mr.  Judson  ? 

Mr.  BoLLiNG.  Mr.  Judson  is  the  State  bank  examiner  who  made 
an  examination  of  the  Trust  Co.  of  America  the  day  before. 

The  Chairman.  The  Chair  wishes  to  state  that  heretofore  we  have 
been  very  liberal  in  putting  anything  in  the  record — a  letter,  a  news- 
paper article,  or  anything  else,  whether  material  to  the  controversy 
or  not ;  anybody  who  had  any  philanthropic  scheme  or  anything  else 
put  it  in  the  record  and  published  it  at  considerable  expense.  The 
Chair  in  the  future  will  exercise  the  discretion  which  is  vested  in 
him,  until  the  committee  think  otherwise,  in  having  the  record  con- 
fined to  matters  germane  to  this  inquiry. 

Mr.  Sterling.  Does  that  apply  to  newspaper  articles?  There  is 
a  great  deal  of  this  record  so  far  that  is  not  s'Worn  to,  and  probably 
there  will  be  a  good  many  other  newspaper  articles  offered. 

The  Chairman.  I  mean  that  the  record  should  be  confined  to  mat- 
ters germane  to  the  inquiry,  as  throwing  some  light  on  whether  or 
not  the  United  States  Steel  Corporation  is  operating  in  violation  or 
in  accordance  with  the  provisions  of  the  Sherman  antitrust  law,  and 
not  matters  here,  there,  and  everywhere. 

Mr.  Sterling.  I  agree  with  you  on  that,  certainly. 

The  Chairman.  It  will  make  the  record  very  voluminous. 

Mr.  Gardner.  I  know  it  is  voluminous,  but  even  if  you  had  made 
that  statement  in  the  first  place,  I  should  have  disagreed.  I  should 
think  the  record  ought  to  contain  pretty  much  anything  that  is  im- 
portant, even  though  it  does  not  come  within  the  usual  rules  of  a 
court  record.  I  still  less  agree  with  you  now.  There  has  been  a 
great  deal  introduced  into  the  record  which  has  yet  to  be  answered, 
and  it  seems  to  me  that  it  ought  to  be  answered  in  the  same  way  in 
which  it  has  been  inserted.  I  am  perfectly  frank  in  saying  that  Mr. 
Townsend's  report  is  no  more  sworn  evidence  because  he  is  a  sworn 
oiRcer  of  the  Government,  than  the  insertion  of  a  speech  made  in 
Congress  by  me  because  I  am  a  sworn  officer  of  the  Government.  It 
seems  to  me  that  the  same  latitude  ought  to  be  allowed  Mr.  Bancroft 
that  has  been  allowed 

The  Chairman.  I  entirely  agree  with  my  colleague  that  his  sug- 
gestion is  pertinent,  as  his  remarks  usually  are,  and  I  have  already 
stated  to  Mr.  Bancroft  that  so  far  as  the  chairman  was  concerned, 
he  would  be  more  than  willing  to  have  his  statement  incorporated. 

Mr.  Gardner.  I  appreciate  that  I  have  been  the  only  member  of 
this  committee  not  a  lawyer. 
The  Chairman.  You  should  have  been. 

Mr.  Gardner.  And  I  feel  that  we  should  not  confine  ourselves  to 
the  strict  rules  of  evidence,  except  for  the  purpose  of  expedition. 
It  seems  to  me  that  we  would  get  a  great  deal  more  information  in 
all  matters,  legislative  matters,  if  we  did  not  attempt  to  confine  our- 
selves to  rules  established  from  the  experience  of  litigants  and  not 
to  guide  investigators,  and  that  rules  to  guide  rather  controversies 
between  litigants  or  between  the  State  and  the  accused  are  not  alto- 
gether applicable  here. 
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Mr.  Bartlett.  They  never  have  been  so  regarded  by  any  investi- 
gating committee.  In  committees  of  investigation  of  Congress,  even 
in  such  matters  as  the  investigation  of  the  seat  of  a  Senator,  the 
strict  rules  of  testimony  applied  to  litigants  in  court  have  not  been 
applied. 

Mr.  Gardner.  Since  you  have  referred  to  that,  in  the  original 
Lorimer  investigation  I  thought,  simply  looking  at  it  from  an  out- 
side point  of  view,  that  the  record  seemed  to  be  incomplete  from  the 
fact  that  there  was  not  enough  elasticity  to  the  examination. 

Mr.  STERiiiNG.  Do  you  not  think  it  should  be  confined  to  evidence 
to  prove  or  disprove  the  issues? 

Mr.  Gardner.  But  there  has  to  be  a  great  deal  of  elasticity  even 
to  that. 

The  Chairman.  But  we  may  stretch  so  far  that  we  would  get  even 
beyond  that  point. 

Mr.  Gardner.  I  understand. 

Mr.  BoLLiNG.  Mr.  Chairman,  here  is  an  article  from  the  New  York 
Sun  which  I  now  offer  in  evidence,  and  my  reason  for  offering  it  is 
that  I  think  it  shows  that  the  day  before 

The  Chairman  (interposing).  If  you  will  excuse  me,  there  are 
perhaps  a  thousand  newspapers  that  have  been  giving  accounts  of  the 
doings  of  this  committee,  more  or  less  accurately.  For  instance,  every 
newspaper  in  the  country  a  short  time  ago — I  am  not  criticizing  the 
press — carried  a  statement  to  the  effect  that  this  committee  had  held 
a  most  stormy  session,  and  that  loud  voices  could  be  heard  on  the 
outside;  that  we  had  it,  hammer  and  tongs,  on  a  certain  question; 
that  Mr.  Bartlett  and  Mr.  Littleton  were  on  one  side,  and  that  Mr. 
Beall,  Mr.  McGillicuddy,  and  myself  on  the  other,  and  that  after  we 
had  discussed  the  matter  most  vociferously  at  last  the  chairman  was 
overruled.  There  never  was  a  meeting  of  this  committee  more  har- 
monious, and  we  all  know  that  there  was  not  a  dissenting  vote  on  any 
ciuestion  before  us.  I  do  not  care  enough  about  the  matter  to  enter 
into  it,  except  as  an  illustration.  Now,  suppose  that  we  should  at- 
tempt to  disprove  the  truth  of  those  newspaper  statements.  I  can 
not  and  I  will  not,  so  far  as  the  Chair  is  concerned,  ever  agree  to 
having  parties  in  interest  here  file  newspaper  articles  as  proving  or 
disproving  anything.  If  they  wish  to  bring  some  man  who  wrote  an 
article  and  who  knew  something  of  his  own  knowledge  and  who  can 
be  sworn  and  cross-examined,  well,  that  would  be  different. 

Mr.  Young.  I  think  the  chairman  is  under  a  little  misapprehen- 
sion as  to  what  this  is. 

Mr.  BoLLiNG.  With  your  permisison,  I  would  like  to  state  to  the 
committee  what  it  is  and  my  reason  for  offering  it,  because  I  do  not 
want  you  to  feel  that  I  am  disposed  to  trespass.  As  I  understand  it, 
the  issue  raised  by  Mr.  Thome's  testimony  is  simply  this:  Whether 
prior  to  the  23d,  the  day  on  which  that  alleged  statement  of  Mr. 
Perkins  was  printed  in  the  Times,  there  was  a  well-defined  and  far- 
reaching  rumor  that  the  Trust  Co.  of  America  was  badly  involved. 

The  Chairman.  I  am  anxious  to  shorten  this  discussion.  This  is 
the  last  day  of  the  meeting,  and  we  have  a  very  important  witness 
here.  When  this  committee  resumes  its  sessions,  if  you  wish  to  in- 
troduce any  man  who  knows  something  of  his  own  knowledge,  we 
will  be  srlad  to  have  him  appear. 
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Mr.  BoLLiNG.  The  best  proof  is  that  it  was  published  the  day  be- 
fore in  the  newspapers. 

Mr.  Steeling.  It  is  not  a  question  of  whether  it  is  true  or  false; 
it  is  a  question  of  what  effect  it  had  on  the  situation  in  New  York. 
The  article  introduced  yesterday  was  for  the  purpose  of  showing 
that  it  was  the  cause  of  the  trouble  with  the  Trust  Co.  of  America, 
and  this  comes  along  the  same  lines. 

The  Chaihman.  You  want  this  article  to  go  into  the  record? 

Mr.  BoLLiNG.  That  portion  [indicating]  or  the  whole  article. 

The  Chaieman.  Put  the  whole  article  into  the  record. 

(The  article  in  the  New  York  Sun  referred  to  above  follows:) 

NIGHT  CONFEBBNCB  OF  FINANCIAL  MEN. 

DECISION    TO   STAND   BY  THE   TRUST   CO.    OF   AMERICA. 

Three  o'clock,  the  closing  hour  on  the  stock  exchange,  brought  little  relief 
yesterday  to  the  anxious  brokers.  Most  of  them  were  too  worried  to  feel  even 
relief  over  weathering  the  storm  of  the  day  or  too  busy  getting  their  affairs 
In  condition  to  stand  another  possible  blow.  They  were  all  apprehensive  con- 
cerning the  money  situation,  except  a  few  fortunate  ones  who  had  received 
assurances  from  the  banks  that,  as  old  customers,  they  would  be  taken  care  of. 
The  banks  themselves  were  more  disturbed  than  the  brokerage  houses  over  the 
stories  that  were  sent  around  through  the  wireless  intelligence  service  that 
seems  to  penetrate  to  every  quarter  of  the  financial  district. 

Long  before  the  officers  or  clerks  were  prepared  to  go  home  it  became  known 
that  the  Trust  Co.  of  America  was  suffering  from  the  public  knowledge  that 
Charles  T.  Barney  had  a  loan  of  $175,000  from  it  and  that  $3,000,000  of  Its  de- 
posits had  been  gently  withdrawn  during  the  day,  while  the  eyes  of  everybody 
were  fixed  on  the  spectacular  Knickerbocker  Trust  Co.  run.  Stories  concerning 
other  Institutions — banks  and  trust  companies  and  a  brokerage  house  or  two — 
piled  up  in  snowball  fashion.  Innuendoes  became  rumors  and  rumors  "  reports." 
Snowball  fashion  the  stories  grew. 

In.  the  face  of  the  danger  that  threatened  their  company  through  the  spread- 
ing of  these  reports,  the  directors  of  the  Trust  Co.  of  America  did  not  remain 
Idle.  They  had  $12,000,000  cash  in  their  vaults,  but  remembering  the  fate  of 
the  Knickerbocker,  which  in  two  and  a  half  minutes  yesterday  lost  $2,500,000, 
they  hurried  around  to  the  offices  of  their  various  banking  connections  and  did 
their  best  to  make  arrangements  for  temporary  accommodation.  Further  than 
that,  some  of  them  were  present  at  the  conference  last  night  with  Secretary  Cor- 
telyou  in  his  suite  at  the  Manhattan  Hotel. 

At  the  meeting  of  bankers  called  by  Secretary  Cortelyou  to  learn  what  relief 
the  banks  proposed  giving  to  thejtrust  companies,  there  were  present  the  follow- 
ing well-known  financiers,  representing  the  strongest  banking  interests  in  the 
country :  J.  P.  Jlorgan  and  George  W.  Perkins,  of  J.  P.  Morgan  &  Co. ;  George 
F.  Baker,  director  in  a  number  of  banks;  A.  Barton  Hepburn,  of  the  Chase 
National  Bank;  James  A.  Stillman,  president,  and  Frank  A.  Vanderlip,  vice 
president  of  the  National  City  Bank ;  J.  G.  Cannon,  vice  president  of  the  Fourth 
National  Bank,  and  State  Comptroller  GljTin. 

The  result  of  the  conference  was  not  made  public,  though  some  of  those  pres- 
ent said  that  there  was  a  disposition  among  the  banks  to  help  the  solvent  trust 
companies.  In  the  afternoon  the  same  bankers  had  met  at  the  office  of  J.  P. 
Morgan  &  Co.,  but  on  receiving  information  to  the  effect  that  Secretary  Cortel- 
you had  left  Washington  for  this  city  they  decided  to  postpone  action  until  they 
had  talked  with  him. 

The  result  of  the  talk  with  Secretary  Cortelyou  and  a  later  conference  be- 
tween Oakleigh  Thome,  president  of  the  Trust  Co.  of  America,  held  at  an  up- 
town club,  was  that  the  following  official  statement  was  Issued  at  1  o'clock  this 
morning : 

"  The  chief  sore  point  is  the  Trust  Co.  of  America.  The  conferees  feel  that 
the  situation  there  is  such  that  the  company  Is  sound.  Provision  has  been  made 
to  supply  all  tie  cash  needed  this  morning.  The  conferees  feel  sure  the  com- 
pany will  be  able  to  pull  through.    Twelve  million  dollars  cash  and  as  much 
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more  as  needed  has  been  pledged  for  this  purpose.  It  is  safe  to  assume  that 
J.  P.  Morgan  &  Co.  will  be  leaders  in  this  movement  to  furnish  funds. 

"A  committee  has  been  named,  including  a  representative  of  Morgan  &  Co. 
and  others,  to  look  over  the  accounts  of  the  Trust  Co.  of  America,  with  the  Idea 
of  definitely  determining  Its  position." 

"  The  guaranties  of  cash  made  last  night  are  for  the  purpose  of  meeting  any 
demands  upon  the  Trust  Co.  of  America  pending  the  completion  of  this  ex- 
amination. 

Secretary  Cortelyou  then  announced  that  he  would  be  at  the  subtreasury  all 
day  to-day  prepared  to  lieep  In  close  touch  with  the  situation.  Before  he  left 
Washington  yesterday  he  notified  Hamilton  Fish,  Assistant  Treasurer  of  the 
United  States,  who  is  in  charge  of  the  local  subtreasury,  to  release  to  the  banlss 
$6,000,000  of  Government  money  as  soon  as  collateral  should  be  deposited  by 
them. 

State  Bank  Examiner  Judson  last  night  admitted  that  he  had  gone  over  the 
affairs  of  the  Trust  Co.  of  America  yesterday  on  the  circulation  of  a  report  that 
Charles  T.  Barney  and  Charles  W.  Morse  had  heavy  loans  from  the  trust  com- 
pany, secured  by  stock  of  the  Morse  enterprises. 

"My  examination. showed  that  Mr.  Morse  had  no  loans  whatever  with  the 
Trust  Co.  of  America,"  he  saidt  "  and  that  Mr.  Barney's  loan  of  $175,000  was 
amply  secured." 

The  examiner  admitted  that  the  security  for  the  loan  was  240  shares  of 
Knickerbocker  Trust  Co.  stock,  of  a  par  value  of  $2,400,  and  a  very  much  higher 
market  value. 

It  was  admitted  by  officers  of  both  institutions  last  night  that  the  Knicker- 
bocker Trust  Co.  would  be  unable  to  carry  out  its  promise  of  opening  its  doors 
to-day  and  that  a  run  on  the  Trust  Co.  of  America  was  inevitable.  Even  before 
Vice  President  Brown,  of  the  Knickerbocker  Trust  Co.,  notified  Police  Capt. 
Kelleher  at  9  o'clock  this  morning  that  the  company  could  make  no  payments 
to-day  a  great  number  of  depositors  had  gloomily  declined  to  believe  the  state- 
ment made  yesterday  that  the  teller's  window  would  be  open  for  business  at 
10.30  o'clock  to-day. 

After  the  promised  aid  to  the  Knickerbocker  failed  to  materialize  the  deposi- 
tors were  altogether  skeptical  of  the  stories  put  out  from  time  to  time  in  relation 
to  the  $15,000,000  promised.  The  general  opinion  in  the  crowd  collected  before 
the  offices  in  Fifth  Avenue  was  that  the  bankers  had  learned  some  additional 
facts  concerning  the  company  that  made  them  reconsider  their  first  decision. 

Some  significance  was  attached  in  Wall  Street  to  the  sale  of  the  controlling 
Interest  in  the  Central  Railroad  of  Georgia  by  Oakleigh  Thorne  and  Marsden 
J.  Perry  of  the  Trust  Co.  of  America.  It  was  variously  reported  last  July 
when  they  made  the  purchase  that  they  had  bought  the  road  for  Charles  W. 
Morse,  for  the  Kock  Island  interests,  or  for  Edward  H.  Harriman.  Whenever 
they  were  questioned  concerning  the  principals  In  their  transaction  they  de- 
clared that  they  had  secured  the  road  for  themselves.  It  Is  not  known  defi- 
nitely who  bought  it  from  them  recently,  but  the  Harriman  interests  are 
believed  to  have  been  the  purchasers. 

Mr.  Steeling.  Have  3i^ou  a  copy  of  the  Sun  of  the  22d,  which 
stated,  as  I  understand  it,  that  heavy  withdrawals  had  been  made 
from  the  Trust  Co.  of  Ameriea? 

Mr.  BoLLiNG.  I  think  we  have. 

Mr.  Steeling.  Where  is  that?    Why  not  offer  it? 

Mr.  BoLLiNG.  Mr.  Perkins  had  all  those  articles,  and  he  handed 
me  this.    I  will  endeavor  to  obtain  it  and  offer  it  at  the  next  meeting. 

STATEMENT  OF  WIILIAM  C.  TEMPLE. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  There  has  been  evidence  adduced  before  this 
committee  to  the  effect  that  certain  persons  in  certain  pools,  the 
Steel  Plate  Association,  for  instance,  had  dealings  with  the  com- 
missioner of  the  association,  named  Temple.  Are  you  the  Mr.  Tem- 
ple referred  to  ? 
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Mr.  Temple.  I  presume  I  was  the  commissioner  of  that  associa- 
tion. 

The  Chairman.  Were  you  the  commissioner  of  any  other  like 
association  ? 

Mr.  Temple.  I  was  the  commissioner  of  the  Plate  Association  and 
the  Structural  Steel  Association. 

The  Chairman.  Any  other? 

Mr.  Temple.  The  Shafting  Association;  no  more. 

Mr.  Danporth.  What  was  the  last  one  ? 

Mr.  Temple.  The  Cold  EoUed  Shafting.  It  was  a  very  smaU  as- 
sociation, the  last  one;  nothing  like  the  importance  or  the  magni- 
tude of  the  other  two  associations. 

The  Chairman.  Where  did  you  have  your  office? 

Mr,  Temple.  My  principal  office  was  in  Pittsburgh,  Pa. 

The  Chairman.  What  consideration  was  paid  you  for  the  services 
rendered  ? 

Mr.  Temple.  A  salary  of  $4,000  a  year  by  each  association. 

The  Chairman.  $12,000? 

Mr.  Temple.  Yes,  sir. 

The  Chairman.  Mr.  Temple,  when  did  you  become  such  commis- 
sioner ? ' 

Mr.  Temple.  I  can  not  fix  the  exact  date,  Mr.  Chairman,  but  I 
should  say  for  the  structural  association  in  the  latter  part  of  the 
nineties,  perhaps  1898  or  1899,  and  the  plate  association  not  until 
after  January  1,  1900. 

Mr.  Sterling.  Was  it  not  1901? 

Mr.  Temple.  It  maj'  have  been ;  but  I  do  not  think  it  was  so  late 
as  that. 

Mr.  Sterling.  I  thought  they  formed  it  in  1901  ? 

The  Chairman.  The  plate  association  was  formed  in  November, 
1900. 

This  agreement  made  and  entered  into  this  9th  day  of  November,  1900. 

Now,  I  hold  in  my  hand  an — 

agreement  made  and  entered  into  this  Isl  day  of  January,  1897,  by  and  between 
the  Passaic  Rolling  Jlili  Co.,  Pottsville  Iron  &  Steel  Co.,  A.  &  P.  Roberts  Co., 
Cambria  Iron  Co.,  Phoenix  Iron  Co.,  New  Jersey  Steel  &  Iron  Co.,  Universal 
Construction  Co.,  the  Carnegie  Steel  Co.  (Ltd.),  Cleveland  Rolling  Mill  Co., 
Jones  &  Laughlin  Steel  Co.  ( Ltd. ) . 

Were  they  members  of  the  Structural  Steel  Association  of  the 
United  States,  of  which  you  were  the  commissioner? 

Mr.  Temple.  I  think  they  all  were,  sir. 

The  Chairman.  What  other  companies  came  into  it;  the  Illinois 
Steel  Co.  ? 

Mr.  Temple.  I  do  not  remember  whether  the  Illinois  Steel  Co. 
came  in  or  not,  or  whether  the  Federal  came  in  or  not.  The  per- 
sonnel of  those  associations  was  changing  from  time  to  time,  owing 
to  the  fact  that  some  members  would  go  out  and  some  new  members 
would  come  in,  so  it  would  be  difficult  to  certify  or  testify  exactly 
as  to  the  membership,  but  those  you  have  mentioned,  I  think,  were 
aU  members  at  the  time  I  took  the  Structural  Association. 

The  Chairman.  Was  the  Passaic  EoUing  Mill  Co.  ever  a  part  of 
the  United  States  Steel  Corporation? 

Mr.  Temple.  I  do  not  think  so. 
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The  Chaieman.  How  about  the  Pottsville  Iron  &  Steel  Co.? 

Mr.  Te]hple.  I  do  not  think  so. 

The  Chaikman.  And  the  Koberts  Co.? 

Mr.  Temple.  That  was  the  Pencoyd  Iron  Works,  and  became  after- 
wards one  of  the  subsidiaries  of  the  United  States  Steel  Corporation, 
I  believe. 

The  Chairman.  Did  it  remain  in  the  association  after  it  became  a 
part  of  the  United  States  Steel  Corporation? 

Mr.  Temple.  I  am  not  confident  of  that,  but  it  is  a  matter  you  can 
get  rectified  apart  from  my  testimony.  They  stayed  in  either  direct 
or  as  a  subsidiary  until  the  time  of  the  dissolution  of  this  agreement, 
to  the  best  of  my  recollection. 

The  Chairman.  What  time  was  that  ? 

Mr.  Temple.  1904. 

The  Chairman.  Was  the  New  Jersey  Steel  &  Iron  Co.  a  part  of  the 
United  States  Steel  Corporation  ? 

Mr.  Temple.  I  do  not  think  it  was  ever  a  part  of  the  United  States 
Steel  Corporation. 

The  Chairman.  And  the  Universal  Construction  Co.  ? 

Mr.  Temple.  I  do  not  remember  that  construction  company.  I  am 
inclined  to  think  that  went  out  the  first  year  or  so,  known  under 
another  name.     I  do  not  recognize  it  at  present. 

The  Chairman.  And  the  Carnegie  Steel  Co.  (Ltd.)  ? 

Mr.  Temple.  They  were  in  and  stayed  in. 

The  Chairman.  And  the  Cleveland  Rolling  Mill  Co.? 

Mr.  Temple.  I  do  not  remember  the  Cleveland  Rolling  Mill  Co.  I 
am  inclined  to  think  if  they  figured  in  that  association  it  was  under 
another  name  as  a  subsidiary  of  either  the  Federal  or  some  of  those 
other  amalgamations. 

The  Chairman.  How  about  the  Illinois  Steel  Co.  ? 

Mr.  Temple.  They  remained. 

The  Chairman.  This  agreement  says : 

First.  Each  of  the  above  parties  named,  being  manufacturers  and  sellers  of 
steel  I  beams  and  channels  of  sizes  not  less  than  3  inches  in  depth,  shall,  by 
reason  of  such  manufacture  and  sale,  be  entitled  to  membership  in  this  asso- 
ciation, and  each  of  the  parties  hereto  shall  be  entitled  to  such  portion  of  all 
sales  by  parties  hereto  of  I  beams  and  channels  of  sizes  not  less  than  3  inches  in 
depth  (except  I  beams  and  channels  for  use  in  car  construction  and  deck,  or 
bulb,  beams)  as  is  allotted  to  it  under  the  following  table. 

Explain  to  me,  please,  what  that  structural  steel  is,  and  what 
used  for. 

Mr.  Temple.  The  exemptions  there  were  used  for  shipbuilding, 
and  shipbuilding  was  generally  exempted  from  those  arrangements. 
The  sizes  smaller  than  the  minimum  given  there  were  sizes  of  steel 
that  were  used  for  certain  light  manufacture — iron  beds  and  things 
of  that  kind  that  cut  such  a  sim^U  figure  in  the  aggregate  tonnage 
that  they  were  a  negligible  quantity— and  we  did  not  want  to  burden 
the  records  with  reports  of  them. 

The  Chairman.  Explain,  please,  what  I  beams  and  channels  are 
used  for? 

Mr.  Temple.  For  structural  purposes — steel  bridges  and  bridges; 
things  of  that  kind. 

The  Chairman.  Such  material  as  you  see  in  the  large  buildings  in 
Washington  ? 
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Mr.  Temple.  Yes,  sir. 

The  Chairman.  In  this  agreement  it  recites,  "  The  Carnegie  oteel 
Co.  (Ltd.),  49f  per  cent;  A.  &  P.  Eoberts  Co.,  llj  per  cent,"  and 
others  5  per  cent,  6  per  cent,  and  3  per  cent.  You  have  examined 
this  paper  and  so  there  is  no  use  of  reading  it  all  ? 

Mr.  Temple.  Yes,  sir. 

The  Chairman.  Were  those  the  approximate  percentages  while 
you  were  the  commissioner? 

Mr.  Temple.  Those  percentages  changed  from  year  to  year.  May 
I  tell  you  how  the  original  percentages  were  arrived  at  ? 

The  Chairman.  Yes,  sir ;  we  shall  be  glad  to  hear  you. 

Mr.  Temple.  At  the  time  of  the  first  formation  of  the  association 
the  mills  entering  into  the  association  presented  a  schedule,  of  their 
capacity  of  structural  in  tons,  and  after  those  tonnages  were  re- 
ported and  figured  each  mill  had  figured  in  percentage  its  total  as 
to  the  total  combined  production  of  all  steel  mills.  For  instance,  as 
I  remember  it,  400,000  tons  was  the  combined  percentage  of  all 
those  mills,  and  if  one  mill  had  16,000  tons  capacity  it  was  allotted 
4  per  cent  in  the  association,  as  4  per  cent  was  its  proportion  of  the 
structural  steel  that  could  be  made  by  the  mills  in  the  association. 
From  year  to  year  those  allotments  would  be  changed,  based  on  the 
business  actually  done  by  the  mills  during  the  preceding  year.  So 
there  was  not  a  hard  and  fixed  rule  of  percentage  based  only  on  the 
business  done  by  the  mills,  it  being  the  object  and  intention  of  the 
mills  to  get  all  the  business  they  could,  possibly  for  two  reasons;  in 
the  fii'st  place,  to  increase  their  business,  and  in  the  second  place,  to 
increase  their  allotment  in  the  association. 

Mr.  Gardner.  I  would  like  to  ask  a  question.  "Would  it  have  paid 
a  mill  to  exceed  its  allotment  and  pay  the  penalty  in  order  to  estab- 
lish a  new  basis  for  the  ensuing  years? 

Mr.  Temple.  That  was  true  from  the  beginning,  and  got  more 
and  more  true  as  the  years  went  by. 

Mr.  Gardner.  That  is,  the  people  deliberately  exceeded  their  allot- 
ment for  the  purpose  of  establishing  a  new  basis  of  calculation  ? 

Mr.  Temple.  They  would  do  that,  and  also,  if  you  will  bear  in 
mind,  in  all  these  big  manufacturing  corporations  the  question  of 
tonnage  is  an  important  one.  For  instance,  if  you  have  overhead 
expenses  of,  say,  $100,000  a  year,  and  20,000  tons  capacity,  your 
overhead  charge  against  that  capacity  is  $5  a  ton.  If  you  can  in- 
crease your  output  to  30,000  tons  you  have  reduced  your  overhead 
charge  to  $3.33  a  ton.  There  is  always  the  incentive  to  get  out  as 
much  as  you  can,  and  originally  in  forming  this  association  the  idea 
was  to  make  the  pool  penalty  approximately  and  as  nearly  as  possi- 
ble the  profit  on  a  ton  of  steel  under  normal  conditions. 

The  Chairman.  This  says  some  such  amount.  What  would  it 
probably  be  on  a  ton?  • 

Mr.  Temple.  If  it  was  thirty-five  one-hundredths,  that  would  be 
$7  a  ton. 

Mr.  Gardner.  In  the  statement  furnished  by  Mr.  Huston  it  was 
sometimes  two-tenths  and  sometimes  one-tenth  of  a  cent? 

Mr.  Temple.  It  got  lower  from  year  to  year. 

The  Chairman.  This  says,  "  The  sum  of  five-tenths  cent  per  ton." 

Mr.  Temple.  I  do  not  think  they  ever  operated  on  five-tenths  cent 
a  pound,  though  it  may  be  stated  there.    To  the  best  of  my  recol- 


UNITED   STATES   STEEL   OOBPOKATION.  1713 

lection,  the  highest  tax  was  thirty-five  one-hundredths,  which  would 
be  $7  a  ton;  and  that  was  successively  reduced  from  time  to  time  to 
$4  a  ton,  and,  I  believe,  to  as  low  as  $2  a  ton,  thereby  putting  a  still 
greater  premium  on  a  mill  going  over  its  allotment.  They  could  do 
that  readily,  realizing — of  course,  I  do  not  want  to  make  this  ex- 
planation if  you  do  not  wish  to  have  it. 

The  Chairman.  We  want  to  hear  it. 

Mr.  Tempije.  Realizing  that  if  a  severe  tax  were  paid  on^  year, 
the  additional  allotment  the  next  year  would  more  than  olSgpt  the 
-tax. 

The  Chairman.  This  says: 

The  officers  of  this  association  shall  be  as  follows :  *» 

Mr.  TempIaE.  Which  are  you  referring  to,  the  Structural  or  the 
Plate  Association? 

The  Chairman.  The  Structural  Association;  I  have  not  gotten  to 
the  Plate  Association. 

Mr.  Gardner.  My  remarks  were  based  on  the  Plate  Association. 

The  Chairman.  Who  was  the  president  of  the  Structural  Asso- 
ciation ? 

Mr.  Tempue.  I  think  the  president  of  the  Structural  Association 
was  Mr.  Stackhouse,  of  the  Cambria  Steel  Co. 

The  Chairman.  What  is  his  full  name? 

Mr.  Temple.  Powell  Stackhouse. 

The  Chairman.  Do  you  know  where  he  is  now  ? 

Mr.  Temple.  I  think  in  Philadelphia. 

The  Chairman.  And  who  was  the  treasurer? 

Mr.  Temple.  Mr.  Willis  L.  King,  of  Pittsburgh. 

The  Chairman.  The  third  paragraph  of  this  agreement  reads: 

Bach  member  of  this  association  (the  New  Jersey  Steel  &  Iron  Co.  excepted) 
shall,  on  or  before  the  10th  day  of  February,  1897,  and  on  and  before  the  10th 
day  of  each  and  every  month  thereafter,  during  the  terms  of  this  agreement,  or 
any  extension  thereof,  render  to  the  commissioner  of  this  association  a  state- 
ment, which  statement  shall  be  sworn  to  or  affirmed  to  by  one  of  the  principal 
executive  officers  of  the  member  so  making  the  report,  or  in  case  the  member 
so  making  the  report  is  a  copartnership,  then,  in  that  case,  the  report  shall  be 
sworn  to  or  affirmed  to  by  one  of  the  firm  holding  membership  in  this  associa- 
tion, which  oath  or  affirmation  shall  be  to  the  effect  that  the  report  so  made  is 
a  true  and  correct  report  of  all  the  material  described  in  the  first  clause  of  this 
agreement  which  was  shipped  by  the  member  making  the  report  during  the 
month  for  which  the  report  is  made ;  the  form  of  the  report  and  oath  or 
affirmation  as  to  its  correctness  shall  be  furnished  by  the  commissioner. 

Now,  tell  us  just  exactly  how  the  reports  came  in  to  you  as  com- 
missioner, what  were  your  duties  in  the  matter  as  to  communication 
with  reference  to  the  reports,  and  the  intimacy  of  your  knowledge  of 
the  workings  of  each  one  of  these  concerns? 

Mr.  Temple.  In  order  to  give  you  the  scope,  I  perhaps  had  better 
go  back  into  a  little  ancient  history,  giving  the  conditions  before  the 
organization  of  this  association. 

The  Chairman.  All  right. 

Mr.  Temple.  Mr.  Carnegie  once  said  that  the  steel  business  was 
either  a  prince  or  a  pauper. 

The  Chairman.  What  is  that? 

Mr.  Temple.  Either  a  prince  or  a  pauper,  and  it  was  literally  true 
of  the  manufacture  of  steel.  When  business  conditions  were  satis- 
factory and  the  mills  were  all  unable  to  produce  sufficient  steel  to  meet 
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the  demand,  of  course  any  price  was  procurable,  and  then  it  was  a 
question  of  champagne  and  lobster  or  terrapin.  With  the  diminution 
of  the  demand 

Mr.  Bartlett.  What  do  you  mean  by  that,  "  champagne  and  ter- 
rapin "  ? 

Air.  Temple.  I  beg  pardon;  that,  perhaps,  is  slang,  and  I  should  not 
have  used  it  before  this  honorable  committee. 

Mr.  Bartlett.  1  am  not  familiar  with  what  you  mean. 

Mr.  Temple.  I  mean  that  when  the  capacity  to  produce  was  slightly 
less  than  the  capacity  for  consumption  you  could  get  almost  any  price 
for  your  product,  and  money  was  free  enough  to  spend  for  all  the 
luxuries  that  the  heart  could  wish  for  in  the  steel  business,  but  with 
the  reduction  of  even  20  per  cent  in  the  consuming  capacity  of  the 
country  the  result  was 

Mr. Bartleti' (interposing).  In  other  words,  in  good  times  you 
lived  on  champagne  and  terrapin  and  in  adverse  times  you  went  down 
to  a  much  more  common  diet? 

Mr.  Temple.  A  much  cheaper  diet,  not  more  common,  but  much  less 
expensive.  The  net  result  of  that  was  that  the  steel  business  was 
entirely  unsettled  all  the  time  because  nobody  could  tell  from  one 
month  to  another  what  the  requirements  of  the  country  would  be  for 
steel.  The  railroad  companies,  as  you  all  know,  are  the  biggest  con- 
sumers of  steel  that  we  have.  If  the  crops  were  good  the  railroads 
would  buy  freely  steel  products,  and  you  could  make  money  in  the 
steel  business.  I  do  not  Iniow  of  any  business  where  as  slight  a  dif- 
ference in  consumption  will  make  as  big  a  difference  in  the  prices  as 
the  steel  business.  For  instance,  if  you  will  take  the  capacity  of  the 
steel  mills  of  this  country  as  100,  and  the  demand  would  get  to  110, 
you  could  double  your  prices  on  steel  approximately.  If,  on  the  other 
hand,  taking  the  capacity  of  your  mills  as  100,  and  your  consumption 
at  90,  you  would  have  the  price  of  steel,  by  reason  of  a  very  slight 
diminution  in  business,  and  every  mill  was  ambitious  to  run  full — 
when  the  demand  would  consume  that  supply,  well  and  good ;  if  the 
demand  would  not  consume  that  supply,  the  various  makers  would 
make  very  quick  and  drastic  cuts,  selling  steel  ahead  over  a  consider- 
able period  of  time,  at  almost  any  price  they  could  get.  They  are 
forced  to  run  the  entire  time  or  fall  out  of  business  and  their  works  lie 
idle,  because  steel  makers,  and  especially  the  blast  furnaces,  are  in  a 
position  where  you  can  not  do  as  you  would  do  with  a  brewery  or  a 
sugar  refinery — run  a  furnace  light  to-day  and  heavy  to-morrow,  a 
furnace  must  be  run  to  its  capacity  or  shut  down,  and  the  shutting 
down  of  a  blast  furnace  is  an  extremely  serious  thing ;  you  must  run 
the  furnace  out,  you  must  chill  it,  and  it  is  a  very  expensiveproposi- 
tion.  I  would  like  to  say,  in  answer  to  a  question  put  to  a  witness  nere 
yesterday— you  asked  if  it  was  not  true  that  one-third  of  the  em- 
ployees of  the  Steel  Corporation  had  to  work  seven  days  a  week.  It 
must  either  run  or  shut  down.  A  blast  furnace  can  not  shut  down  on 
the  Sabbath,  nor  on  Christmas,  nor  on  the  Fourth  of  July.  It  is  a 
continuous  performance. 

Owing  to  the  unsettled  conditions  of  the  trade  no  man  knew  where 
he  stood,  certain  manufacturers  realized  that  the  conditions  were 
wrong  to  begin  with,  and  people  even  at  that  date  had  commenced  to 
be  afraid  of  Mr.  Carnegie  and  his  enterprise.    I  hold  no  brief  for 
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Mr.  Carnegie  nor  for  his  competitors.  With  the  rapid  development 
of  the  Carnegie  Steel  Co.,  with  its  personnel  and  its  growth,  prac- 
tically every  steel  manufacturer  with  whom  I  was  familiar — and  I 
knew  nearly  all  of  them— feared  that  ihis  rising  corporation  would 
soon  put  them  all  out  of  business,  and  I  am  of  the  belief,  based  on 
my  information  at  that  time,  that  the  desire  to  organize  this  organ- 
ization did  not  originate  with  the  Carnegie  Steel  Co.,  but  with  the 
competitors  of  the  Carnegie  Steel  Co.,  who  were  perfectly  willing 
to  be  good  if  Mr.  Carnegie  would  be  good,  and  in  looking  about  for  a 
means  to  steady  the  supply  of  steel 

The  Chairman  (interposing).  How  about  the  prices? 

Mr.  Temple.  I  want  to  touch  on  that.  In  all  these  associations  I 
never  saw,  on  the  part  of  the  big  manufacturers,  the  slightest  desire 
to  raise  the  price  of  steel  beyond  a  reasonable  profit.  In  other  words, 
after  these  associations  were  formed,  under  the  conditions  I  have 
outlined  in  my  testimony,  where  I  said  10  per  cent  excess  of  demand 
over  capacity  would  double  the  price  of  steel,  the  smaller  manufac- 
turers were  always  very  greedy  to  get  fuU  advantage,  and  the  big 
ones  never  desired  to  avail  themselves  of  it. 

The  Chairman.  What  did  the  big  ones  consider  a  fair  profit  ? 

Mr.  Temple.  About  20  per  cent  over  actual  cost.  These  associa- 
tion agreements  were  so  drawn — I  think  that  is  part  of  the  missing 
agreement  B,^  that  no  raise  in  the  price  of  these  products  could  be 
made  without'  unanimous  consent  of  all  parties  concerned.  Any  fel- 
low could  lower  at  any  time  he  got  ready,  and  I  will  say  frankly  that 
lots  of  them  did,  from  time  to  time,  when  they  needed  a  little  busi- 
ness. The  whole  idea  was  to  get  as  nearly  as  possible  a  uniform, 
fair  living  price  for  their  product,  in  the  first  place  because,  as  manu- 
facturers, that  enabled  them  to  do  business  and  do  it  safely  and  to 
reap  a  profit  commensurate  with  the  risk  and  with  the  investment, 
and  in  the  second  place,  a  thing  that  may  appear  strange  to  you, 
gentlemen,  but  is  nevertheless  true,  the  trade  itself  that  purchased 
those  products  demanded  a  continuance  of  that  agreement,  for  this 
reason:  As  long  as  any  man  thought  he  could  buy  his  stuff  at  60 
days  or  90  days  or  four  months  in  advance  to  do  a  piece  of  work, 
he  was  safe  in  figuring  on  that  work  and  closing  a  contract  for  it. 
Under  the  old  conditions  a  man  did  not  dare  buy  ahead,  because  if  he 
bought  30  days  in  advance  of  his  competitor,  his  competitor  might 
have  an  advantage  of  20  per  cent  of  him  in  price.  So  the  consuming 
trade  itself  was  vitally  interested  in  having  a  uniform  price,  or  a 
practically  uniform  price  for  steel  products. 

The  Chairman.  Right  at  that  point,  not  to  interrupt  you,  they 
say  they  had  to  make  most  voluminous  reports  as  to  their  business. 
How  intimate  was  your  knowledge  of  the  business  of  these  various 
concerns  that  were  m  this  structural  and  plate  agreement  at  the  be- 
ginning of  these  ironclad  contracts? 

Mr.  Temple.  My  knowledge  of  the  business  of  these  concerns  was 
practically  as  intimate  as  the  knowledge  of  each  concern  was  of  itself. 

The  Chairman.  Did  you  know  more  about  each  one  of  these  con- 
cerns than  they  knew  about  the  various  concerns? 

Mr.  Temple.  There  was  not  any  one  of  these  concerns  that  Imew 
about  the  business  of  any  other,  and  I  did.  That  is  to  say,  I  knew 
practically  as  much  about  the  business  of  each  of  these  concerns 
as  they  knew  themselves,  and  infinitely  more  than  any  of  the  other 
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concerns  knew,  because  they  would  not  trust  each  other  for  a  mo- 
ment. They  would  not  give  each  other  any  information.  If  they 
did,  it  would  be  misleading,  while  with  me,  in  the  position  I  occu- 
pied, which,  naturally,  had  to  be  an  extremely  confidential  one,  I 
was  given  aU  the  information  they  required,  because  I  sacredly 
kept  it  from  any  of  their  competitors. 

The  Chairman.  They  provide  in  this  contract,  without  reading  it 
over  at  any  great  length,  that  in  case  some  fellow  cuts  the  price  the 
whole  matter  shall  be  taken  up  before  the  commissioner,  and  that 
you  would  have  the  right,  if  necessary,  to  assess  a  fine  ? 

Mr.  Temple.  Yes,  sir. 

The  Chairman.  How  would  those  things  occur,  and  what  was  your 
authority?  What  would  you  do  when  one  fellow  complained  that 
another  fellow  was  not  keeping  his  agreement? 

Mr.  Temple.  Wlien  complaint  was  made  to  me  in  writing  I  would 
take  it  up  for  investigation ;  and  I  might  say  that  at  the  beginning 
of  these  associations  we  had  more  complaints  than  I  had  reports.  No- 
body trusted  each  other.  .Each  fellow  felt  the  other  was  busy  vio- 
lating his  agreement,  and  complaints  were  fired  in  to  me  constantly. 
I  would  take  each  complaint  and  investigate  it.  If,  on  a  surface 
investigation,  I  found  in  my  judgment  it  was  worthy  of  further  inves- 
tigation, I  would  make  it.  lii  some  cases  I  caught  concerns  violating 
their  agreements  red-handed.  Then  I  would  report  back  to  the  fufl 
association  the  violation.  I  had  the  power  to  assess  ahd  punish,  but 
I  am  pleased  to  state  I  never  assessed  a  penalty  for  any  violation. 
When  the  circumstances  were  all  known,  they  would  get  together  and 
agree  to  go  and  sin  no  more.  One  instance  I  will  give  you  that  is 
a  general  instance.  I  want  to  say  this  much  for  the  big  fellows,  that 
I  never  caught  the  Carnegie  Co.  red-handed  in  violating  their  agree- 
ment. But  the  Carnegie  Co.  at  one  time  filed  a  protest  against  one 
of  their  competitors,  which,  on  investigation,  I  found  to  be  true. 

The  Chairman.  How  did  you  investigate? 

Mr.  Temple.  By  investigating  accounts,  account  sales,  and  ship- 
ments. 

The  Chairman.  Did  you  go  into  the  books  of  any  one  of  these  com- 
panies ? 

Mr.  Temple.  I  could  have,  but  it  was  never  necessary,  because  the 
minute  I  started  an  investigation  they  would  be  like  David  Crock- 
ett's coon,  they  would  come  down,  because  I  had  the  power  and  will- 
ingness and  ability  to  make  the  investigation. 

The  concern  violating  their  agreement  had  taken  the  steel  for  a  cer- 
tain office  building  at  a  ridiculously  low  price.  When  I  started  to 
make  an  investigation  and  the  concern  at  fault  found  I  was  going 
after  it,  the  head  of  it  came  to  me  in  great  trepidation  and  said, 
"  Temple,  you  know  I  find  my  boys  have  made  an  awful  mistake  in 
that  building.  There  are  11  floors  to  it,  and  in  figuring  the  steel  we 
always  figure  by  the  floor,  and  in  multiplying  up  we  multiplied  by 
10  instead  of  11.    It  was  a  grave  oversight. 

Mr.  Schwab  was  the  complainant  in  this  case,  and  when  the  evi- 
dence was  laid  before  him  he  laughed  and  said:  "Well,  that  shows 
how  closely  our  associates  are  trying  to  play  fair  when  they  have 
to  give  up  an  excuse  of  that  sort  for  any  infraction."  Nothing  was 
done.    He  was  told  to  go  and  sin  no  more,  and  I  believe  that  he  did. 
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The  Chairbian.  You  say  this  tMng  continued,  Mr.  Tettiple,  until 
1906? 

Mr.  Temple.  1904. 

The  Chairman.  When? 

Mr.  TiiMPiE.  1904. 

The  Chairman.  Then,  you  were  a  man  out  of  a  job,  so  far  as  the 
commisteiotletsMli  was  concerned? 

Mr.  Tempo:.  No  ;  I  had  other  jobs. 

The  Chairman.  I  know  that ;  I  do  liot  mean  to  reflect  upon  you ; 
but  that  ended  your  attitude  as  commissioner? 

Mr.  Temple.  Yes;  as  commissioner. 

The  Chairman.  How  about  these  fellows  that  have  been  sus- 
picious of  each  other?    Had  they  become  less  so? 

Mr.  Temple.  As  I  said,  at  the  beginning  of  those  associations, 
practically  everybody  wore  a  knife  and  tomahawk  whenever  they 
came  to  me.  Every  man's  hand  was  against  every  other  man.  They 
had  lived  through  this  period  of  intensive,  not  only  de^ructive,  but 
annihilative  dompetition,  and  some  of  them  scarcely  knew  each  other 
by  sight.  They  had  been  led  to  believe  they  were  pirates  and  thieves, 
and  the  fact  they  were  all  human  beings,  merely  endeavoring  to 
make  an  honest  living  and  run  a  Successful  -business,  had  not  seemed 
to  occur  to  them  at  all.  After  a  very  few  meetings  they  commenced 
to  get  acquainted  with  each  other,  found  they  were  all  human,  and 
the  suspicion,  the  intense  suspicion,  amounting  to  almost  certainty 
of  intended  fraud,  ceased  to  be  so  apparent.  So  that  at  the  end  of 
the  first  year  they  were  all  good  friends.  Then  they  began  exchang- 
ing actual  information  with  each  other.  There  was  scarcely  any 
question  that  one  maker  would  ask  another  that  he  would  Iiot  answer, 
even  about  the  most  intimate  secrets  of  his  business,  his  costs,  and 
things-  of  that  sort.  It  made  the  steel  business,  so  far  as  the  people 
associated  with  those  associ'atiohs  were  concerned,  rather  a  family 
affair  than  one  of  destructive  warfare.  They  had  confidence  in  each 
other  and  confidence  in  the  stability  of  the  business. 

The  Chairman.  They  began  to  practice  what  might  be  termed  the 
golden  rule  adiong  themselves.  . 

Mr.  Temple.  As  I  think  any  business  concern  will  when  they  find 
that  their  competitors  are  meh,  and  the  greatest  rascal  I  ever  knew 
certainly  appreciates  a  square  deal  f ram  the  other  fellow. 

The  Chairman.  Who  was  the  apostle  of  this  new  iiidustrial  re- 
ligion among  these  contracting  parties  ?  , 

Mr.  Temple.  I  think  at  the  beginning  of  the  greatest  harmonizihg 
influence  in  the  whole  lot  was  Mr.  Schwab,  who  was  president  of 
the  Carnegie  Steel  Co. 

The  Chairman.  Those  contracts  Were  abrogated,  w6re  the'y  not  ? 

Mr.  Temple.  In  1904  the  contracts  w^re  all  abrogated. 

Mr.  Young'.  That  is,  the  structural  steel  contract. 

Mr.  Temple.  Aiid  the  plate.  They  were  all  abrogated  in  Becem- 
ber,  1904,  and  the  whole  thing  wiped  out. 

The  Chairman.  At  whose  suggestion? 

Mr.  Temple.  We  were  informed  at  Mr.  Gary's  sii^gestioh. 

The  Chai^m-a^.  Gary's? 

Mr.  TEiMO^LE.  Yes. 

97363— No.  24—11 2 
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The  Chaikman.  Judge  Gary,  the  chairman  of  the  executive  com- 
mittee of  the  United  States  Steel  Corporation,  suggested  that? 

Mr.  Temple.  Yes,  sir;  because  Mr.  Gary  stated  that  he  did  not 
believe  associations  of  this  character  were  desirable  or  longer  neces- 
sary, and  that  he  did  not  believe  in  it,  and  that  he  demanded  the 
abrogation  of  the  agreements  and  the  cessation  of  the  association. 

The  Chairman.  Did  he  say  whether  they  were  legal  or  not  ? 

Mr.  Temple.  That  I  could  not  say. 

Mr.  Gaedner.  Was  that  on  the  occasion  of  Judge  Gary's  accession 
to  office? 

Mr.  Temple.  I  do  not  remember.  Judge  Gary,  you  know, 
never 

Mr.  Gakdnee  (interposing).  Do  you  remember  about  the  date? 

Mr.  Temple.  Judge  Gary  never  came  in  personal  contact  with 
these  associations,  nor  did  any  of  the  officials  of  the  United  States 
Steel  Co.  as  such.  It  was  purely  an  association  of  subsidiary  com- 
panies. Judge  Gary  had  been,  ever  since  his  connection  with  the 
United  States  Steel  Corporation,  busily  engaged  in  avoiding  even  the 
appearance  of  suspicion  of  doing  anything  that  might  be  illegal. 
You  have  seen  that  published  in  the  papers,  and  I  can  state  from  my 
intimate  association  with  these  associations  that  I  know  Judge  Gary 
was  always  on  the  lookout  to  see  that,  in  so  far  as  it  lay  in  his  power 
or  came  within  his  knowledge,  neither  his  corporation  nor  the  sub- 
sidiaries should  do  an  illegal  thing. 

Mr.  Gardner.  Do  you  remember  when  Mr.  Schwab  retired  as  presi- 
dent? 

Mr.  Temple.  I  do  not  remember. 

The  Chairman.  He  stayed  in  about  a  year,  did  he  not  ? 

Mr.  Temple.  He  was  succeeded  by  Mr.  Corey.  Judge  Gary  was 
never  president,  as  I  understand  it,  of  the  United  States  Steel  Cor- 
poration.   He  was  chairman  of  the  board  of  directors. 

The  Chairman.  "When  did  he  become  chairman  of  the  board  of 
directors  ? 

Mr.  Temple.  That  is  a  matter  of  record,  but  I  would  say  shortly 
after  the  organization  of  the  United  States  Steel  Corporation. 

Mr.  Young.  Do  you  know  whether  Mr.  Schwab's  retirement  was 
just  about  the  time  these  associations  came  to  an  end  ? 

Mr.  Temple.  I  do  not  think  so.  My  recollection  is  Mr.  Schwab's 
retirement  occurred  in  1902  or  early  in  1903. 

The  Chairman.  To  refresh  your  recollection,  did  not  they  operate 
under  agreements  like  this  to  1906? 

Mr.  Temple.  No;  there  never  was  an  agreement  like  that  after 
1904. 

The  Chairman.  Now  tell  me  this — hot  to  interrupt  you.  Did  not 
these  men,  imiaediately  after  they  were  no  longer  held  by  contracts, 
begin  to  cut  prices  and  to  compete  ?  Could  they  maintain  an  under- 
standing such  as  is  incorporated  in  these  agreements,  after  they 
ceased  to  sign  such  contracts  as  these  ? 

Mr.  Temple.  Mr.  Chairman,  in  the  from  four  to  seven  years  that 
we  operated  under  those  agreements,  those  people  had  learned  what 
you  were  pleased  to  term  a  while  ago  the  golden  rule  of  business; 
that  the  Samson  act,  although  famous  in  history,  is  not  an  advis- 
able everyday  occurrence  in  twentieth  century  business  affairs,  and 
everybody  was  perfectly  willing  to  live  and  let  live.    They  deemed 
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as  especially  valuable  the  information  they  were  giving  back  and 
forth  from  one  to  another,  as  to  their  manufacturing,  as  to  their 
capacities,  as  to  their  costs,  and  all  that  sort  of  thing,  and  they  in- 
terchanged ideas  just  as  freely  as  they  ever  did  before.  But  it  was 
not  done  in  the  form  of  any  pool,  association,  or  agreement.  They 
would  have  discussions  from  time  to  time  as  to  general  business 
affairs,  prospects  for  the  future,  the  growth  of  the  country,  the 
growth  of  the  business,  and  would  exchange  ideas  on  general  matters 
of  that  sort. 

The  Chairman.  Were  those  meetings  social  in  their  nature  as  well 
as  commercial? 

Mr.  Temple.  No,  sir ;  they  were  cold  business  propositions. 

The  CiTAiiRMAN.  Did  they  meet  at  dinners,  usually,  when  these 
things  were  discussed? 

Mr.  Temple.  Never  to  my  knowledge;  no,  sir. 

The  Chairman.  Do  you  mean  to  say,  Mr.  Temple,  that  by  gen- 
tlemen's agreements,  such_as  Judge  Gary  has  spoken  of  so  frankly  to. 
this  committee,  these  various  hitherto  competing  concerns  were  en- 
abled to  maintain  the  same  status  that  they  had  previously  main- 
tained by  written  contracts? 

Mr.  Temple.  That  I  am  unable  to  answer.  A  gentlemen's  agree- 
ment reminds  me  a  good  deal  of  what  is  technically  known  as  a  gen- 
tlemen's poker  game,  and  I  have  suffered  severely  in  many  of  those. 
[Laughter.] 

The  Chairman.  Did  they  regard  these  agreements  that  they  en- 
tered into  like  a  gentleman  regards  a  poker  debt — as  a  debt  of  honor 
that  he  ought  to  pay  more  promptly  because  one  can  not  get  out  an 
execution — or  did  they  violate  them  at  will? 

Mr.  Temple.  So  far  as  I  know,  Mr.  Chairman,  there  was  never 
any  agreement  as  to  price,  allotment,  or  distribution  after  December, 
1904.  There  was  an  association  for  the  purpose  of  preparing  sta- 
tistics for  these  gentlemen  to  meet  from  time  to  time,  and  compare 
their  methods  of  manufacture,  costs,  probable  demand  and  supply; 
but  as  to  any  hard-and-fast  allotment,  any  hard-and-fast  prices,  any 
hard-and-fast  distribution,  on  and  after  December,  1904,  to  the  best 
of  my  knowledge  and  belief,  it  ceased  to  exist. 

The  Chairman.  Could  they  maintain,  by  these  gentlemen's  agree- 
ments, that  level  of  prices  and  prevent  that  destructive  competition 
of  which  you  spoke  in  the  Carnegie  regime? 

Mr.  Temple.  They  say  the  leopard  can  not  change  his  spots  nor  the 
Ethiopian  his  skin;  but  the  leopard  does  move  from  place  to  place, 
which,  in  one  figure  of  speech,  is  a  changing  of  spots.  I  would  not 
presume  to  say  how  closely  they  could  follow  the  rules  they  have 
learned  under  the  bitter  warfare  preceding  1907  and  the  different 
conditions  from  1897  to  1904,  but  I  have  not  heard  of  any  destructive 
competition  since  that  time.  Further  than  that  I  have  no  knowledge 
on  the  subject. 

The  Chairman.  I  find  here  this  paragraph : 

To  insure  the  rendering  of  tlie  statements  and  the  settlement  of  the  balances 
due  between  the  members  of  this  association  at  the  time  required  by  the  pro- 
visions of  this  agreement,  each  member — the  New  Jersey  Steel  &  Iron  Co.  ex- 
cepted— shall,  immediately  after  the  signing  of  tills  agreement,  remit  to  the 
treasurer  Its  or  their  Check  or  sight  draft  for  the  suip  of  $2,500,  and  shall,  on  or 
before  the  10th  day  of  each  month  thereafter,  remit  its  or  their  check  or  sight 
draft  for  $500.    The  said  checks  or  sight  drafts  shall  be  made  In  favor  of 
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T.  Mallon  &  Sons,  who  shall  betomie  the  dep6sitory  of  all  the  proceeds  of  such 
checks  or  sight  drafts,  which  shall  form  a  guaranty  fund  and  be  held  by  said 
T.  MaUon  &  Sons  during  the  continuance  of  this  agreement,  or  any  extension 
thereof,  and  disposed  of  finally  as  hereinafter  provided;  it  being  umjprstood 
that  when  the  said  guaranty  fund  reaches  the  sum  total  of  $45,000  that  the 
jjayments  toward  said  fund  shall  thereupon  ceasfe. 

Were  those  suhis  paid  and  turned  over  to  Mallon  &  Sons  ? 

Mr.  Temple.  1  think  not.  I  think  that  part  of  the  contract  was 
modified.  There  was  a  guaranty  fund  paid  in,  but,  I  think,  it  was 
in  amount — well,  it  may  have  been  $50,000  or  it  may  have  been 
$100,000.  It  was  a  matter  that  did  not  come  up  often,  so  my  mind 
is  not  fully  charged  with  it ;  but  it  was  not  put  in  as  suggested  there, 
as  a  certain  fixed  sum  from  each,  member  of  the  association,  but  was 
divided  pro  rata  with  their  allotments  in  the  association.  For  in- 
stance, if  one  concern  had. a  40  per  cent  allotment,  it  put  up  40  per 
cent  of  the  guaranty  fund. 

The  Chairman.  Here  is  another  strange  thing  1  do  not  under- 
stand : 

Sec.  5.  Whereas  it  has  been  agreed  by  and  between  the  several  other  mefa- 
bers  and  the  New  Jersey  Steel  &  Iron  Co.  that  the  works  of  the  said  New  Jer- 
sey Steel  &  Iron  Co.  shall  remain  inoperative  in  the  manufacture  of  I-beams 
aid  channels  of  sizes  coming  under  the  provisions  of  and  during  the  life  of  this 
agreement,  in  consideration  of  which  the  New  Jersey  Iron  and  Steel  Co.  sMftll 
receive  from  this  association  the  sum  of  $5,000  per  month. 

Was  that  money  paid,  and  how  did  it  happen  to  be  paid,  and  what 
were  you  paying  for? 

Mr.  Temple.  That  agreement  did  not  last  long,  and  the  necessity 
for  it  was  occasioned  in  this  way :  The  New  Jersey  Iron  &  Steel  Co., 
as  was  brought  out  in  this  testimony  yesterday,  manufactures  the 
raw  material  for  their  own  use.  They  were  manufacturers  of  wire 
and  wire  rods.  They  had  a  plant  for  producing  semifinished  rtiaterikl, 
with  a  capacity  in  excess  of  theit  requirements  for  their  own  <;6il- 
sumption,  and  they  had  beert  at  times  throwing  that  product  out  in 
the  form  of  structural  steel,  as  the  mills  were  designed  and  built  for 
the  purpose  of  making  structural  steel  if  necessary.  They  were  ap- 
proached by  these  minor  interests  to  enter  this  association,  and  they 
naturally  refused  to  enter  an  association  and  pay  the  association  on 
a  tonnage  the  major  portion  of  which  they  themselves  consulted. 
Nor  would  they,  of  course,  agree  to  shut  that  mill  down  and  let  it 
lie  idle  in  case  they  did  not  consume  the  total  product.  Therefore  ah 
agreement  was  made  with  them  to  offset  the  cost  of  keeping  the  idle 
mill,  that  in  case  they  had  a  surplus  capacity  of  steel  they  would 
not  turn  it  over  on  structural  work  for  the  consideration  mentioned. 
How  long  that  agreement  continued,  I  do  not  knoT^,  but,  I  think,  it 
was  a  very  brief  one. 

The  Chairman.  I  find  here  in  Mr.  Huston's  testimony  statements 
said  to  have  been  rendered  to  you.  Were  those  statements  ever  ren- 
dered to  you;  and  if  they  were,  explain  to  me  why  it  is  that  the 
Tidewater  is  a  blank  all  the  way  through?  That  is  on  pay  762  of 
No.  11  of  these  hearings. 

While  Mr.  Temple  is  examining  that  table,  I  will  state  for  the  in- 
formation of  the  committee  and  for  the  record  that  the  records  sh6\* 
Judge  Gary  became  chairman  of  the  board  of  directors  September  !■ 
1903,  and  chairman  of  the  executive  committee  in  1901. 
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Ml-.  Bakti^tt.  That  is,  after  the  org9,nization  of  th,^  Ste^l  Cpr- 
ppration? 

The  Chaiemaw.  Yes;  so  I  am  informed  by  ]\Ir,  MacRfie,  who  ha,s 
examined  the  minutes. 

Mr.  Temple.  Mr.  Chairman,  this  do,cunient  yqu  have  ,subjQi!t,te4,  to 
me  seems  to  be  a  printed  copy  not  of  the  report  ipa^e  tq  me,  j^i^t  of 
reports  issued  by  me  to  menibers  of  the  associatioR. 

The  Chaipman.  That  is  correct. 

Mr,  Tempub.  Wheire  you  liave  marjjed  here  ipi  pencil,  opposite 
"  Tidewater,"  you  have  asked  the  reason  for  th^  .blanks.  The  re^ison 
for  tVat  blank  is  that  Tidewater  did  not  ship.  Yoji  will  notice;  W|e 
put  in  there  the  gross  shipments,  deductions,  ^^jt,  shipments,  and  so 
forth,  and  where  any  mill  was  not  shipping  t|^er^  wou],4  naturally 
be  blank^  following  the  name.  That  4!i,d,  nqi^  mpan  tlj^y  w^re  left 
out  or  anything  of  that  sort. 

The  Chairman.  Did  they  get  any  take-out  iroTO  thi^  ga^ie  if  they 
did  not  play?  I  do  not  know  what  tliiat  expression  flieafls;  it  is 
suggested  to  me  by  Judge  Parker. 

Mr.  Temple.  They  were  allotted  on  t;he  b^sis  ,Qf  their  previous 
year's  business  a  certain  percentage,  'as  is  shown  her;^— 8.68,  per  cent 
on  the  particular  statement  in  iropt  of  me,  amounting  to  3,586,000 
pounds,  on  which  there  was  figured  a  tax  of  ^2  ^  ton,  or  $1,204,  in 
that  pai^icular  month.  That  wpuld  be:,cr^dite(J  pi,  the^r  acpount  pn 
the  association  books  and  if  the,  money  wa,3  dis,tri|i)i:^t€!d  at  tl^e  e;id  of 
the  year  they  would  participate  in  the^  distribution,  of  coursfi. 

The  Chairman.  Did  this  company  simply  sit  d,9w;n,  an4,do  nothing 
and  get  its  part  ?  ,  i  ,  w  .      ,  . 

Mr.  Temple.  I  remember  there  was  a  pa,rt  of  the  time ,  wl^en,  th,e 
Ticigwater  was  in  financial  difficulties,  ^nd  they  were  unable  to 
operate  their  works  airid  inade  no  shipments  for  ^  considerable  period 
of  time,  and  their  reports  would  come  in  to, that  ^jitent  in  that,  shape, 
and  their  £|,llotijients  in  the  association  would  be  credited,  to  them ; 
but  whether  thpy  drew  it  out  I  could,  not  say.  1  thin^ji;  you  can  find 
out  by  going  over  tti^se  very  things  in  there..  I  have  seen  one  or  twp 
things  ma,t  wpuld  give  more  information  definitely  thaj'n  I  could  give 
you.,  ■  , ,  ■ 

I  want  to  say  this,:  This  distribution  of  t]ie  moneys  in  tb,e  associa- 
tion at  the  end  of  the  year  was  not  continued  beyond  the  first  one  or 
two  years  of  the  association.  The  first  year  they  were  rigidly  dis- 
tributed. Every  man  demandeil  his  pound  of  flesh.  The  second 
yea!r — ^I  think  it  vas'  the  secoiid  year— by  alpiost  unanimous  consent 
tljey  decided  that,  owing  to  certain  conaitions,  they  would  not  dis- 
tribute the  motley  that  yeair,  but  would  return  it  to  tl]ie  members  of  the 
association  who  had  paid  it  in.  That  might  not  h,ave'  been  tl^e  secoid 
yekr,  'but  inight'  have  been  the  third  year,  a;nd"from  that  time  on 
.  there  was  no  distribution  made,  to  the  best  of  my  recollection,  but  the 
money  was  returned  to  the  original  people  who  paid  it  in. 

The  Chairman.  There  is  one  thing  that  puzzles  me  very  much  in 
your' testimony.' 

Mr'.' Temple.  I  -v<^ould  like  to  straighten  it  6iit  for  ;^6u'.''  ' 

The  Cha!ieman.  You  had,  a  most  intimate  knowledge  away  back 
yonder,  prior  tb  1901,  in  1896'and  1897,  of'th'e  Very  inside  of  the 
family  secrets.  You  were,  so  to  speak,  ex  'officio  father  confessor  to 
t^dse  suspicious  concei'ris.    The  Illinpis  Steel  Co.,  the  Federal  Steel 

,;|  I         ,,.  .-'^       ,    1  ■■■  ,      '  •  ■III  ! 
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Co.^  the  American  Steel  &  Wire  Co.,  and  various  other  concerns, 
which  afterwards  became  a  part  of  the  United  States  Steel  Corpora- 
tion, were  not  competing.  They  were  bound  to  sell  at  a  given  price. 
Why  was  it,  if  that  was  the  case,  that  it  became  necessary  or  advis- 
able to  go  into  what  is  now  the  United  States  Steel  Corporation,  a 
holding  concern,  with  enormous  overhead  charges?  Your  expenses 
were  but  a  few  thousand  dollars  a  year.  The  overhead  charges  of 
the  Steel  Corporation  are  many  millions  a  year._  It  looks  to  me  like 
bad  business.    Can  you  enlighten  me  on  that  subject? 

Mr.  Tempi^.  To  go  into  that  you  have  to  go  into  the  general  matter 
of  aggregation  of  businesses,  the  importance  of  tonnage,  and  the  im- 
portance of  economies  and  high  efficiencies. 

Remember,  that  in  the  matters  here  under  discussion,  plate  and 
structural,  to  a  certain  extent  conditions  were  put  in  better  shape ; 
but  there  was  always  present  the  flying  off  the  track  of  any  members 
of  these  associations;  there  was  always  present  the  fear  that  the  law 
might  be  violated,  or  something  illegal  done. 

The  Chairman.  A  fear  of  that  kind  ? 

Mr.  Temple.  Oh,  there  is  no  question  about  it.  I  will  admit  freely 
that  point,  so  far  as  I  myself  am  concerned. 

The  Chairman.  Go  ahead ;  I  do  not  mean  to  interrupt  you. 

Mr.  Temple.  There  was  always  present  the  fact  that  there  might 
come  conditions  wherei  all  this  would  be  wiped  out  and  the  old  con- 
ditions would  again  become  prevalent,  to  wit,  absolutely  destructive 
competition  among  mills.  That  was  one  thing.  Another  thing,  as 
I  said  awhile  ago  in  answer  to  a  question  of  one  of  the  committee  as 
to  20,000  tons  with  $100,000  overhead  expense,  the  increase  of  ton- 
nage means  a  decrease  in  cost  per  ton.  The  increase  in  output,  with 
practically  fixed  charges,  means  a  decrease  in  cost  per  unit  of  output. 
Not  only  that,  but  the  steel  mills  were  scattered  all  over  this  country 
to  such  an  extent  that  when  they  went  into  each  other's  territory,  as 
they  did  under  those  agreements  just  as  readily  as  they  did  outside — 
every  time  Illinois  moved  anything  to  Pittsburgh  Illinois  lost  a  cer- 
tain amount  of  money  on  that  transportation  that  Pittsburgh  could 
have  produced  at  home  and  saved  the  cost  of  the  extra  transporta- 
tion. From  Chicago  to  Philadelphia  and  from  Pittsburgh  to  Phila- 
delphia there  were  freights  to  be  paid  that  would  not  have  been  paid 
if  a  Philadelphia  concern  had  made  that  material.  Then  the  fact 
that  all  these  organizations  could  be  brought  in  under  one  general 
operating  head  made  it  a  very  desirable  thing  to  do,  and  from  a  busi- 
ness standpoint  you  will  agree  that  it  was  desirable. 

The  Chaieman.  Eight  there ;  did  they  ever  play  their  cards  under 
the  table  in  another  way 

Mr.  BoLLiNG.  But,  Mr.  Chairman,  it  has  not  been  shown  they 
played  their  cards  under  the  table  at  all. 

The  Chairman.  Very  well,  I  will  strike  that  out. 

Did  this  unfortunate  thing  ever  occur — I  do  not  know  anything 
about  such  expressions  any  way — did  they  ever  impinge  on  one 
another's  hitherto  established  trade  by  producing  the  semifinished 
product  they  had  bought  from  another  concern,  and  in  that  way 
clear  up  the  antipathy  or  resentment  of  the  men  who  lost  the  customer 
or  the  concern  who  lost  the  customer  ? 

Mr.  Temple.  I  think  my  testimony  will  show  I  am  not  inclined  to 
cavil  with  any  question  you  ask  me,  but  I  must  say  I  do  not  get  the 
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drift  of  that.  You  lead  up  to  this  question  by  asking  about  the 
Illinois  Steel  and  certain  other  concerns  getting  together  to  form 
the  United  States  Steel  Corporation  ? 

The  Chairman.  Yes. 

Mr.  Temple.  Do  you  mean  to  ask  me  under  these  agreements 
would  the  people  who  were  parties  to  this  agreement  go  to  other 
parties  to  that  agreement,  to  customers  that  they  had  had  for  a  long 
time,  and  take  their  business  away  from  them  ? 

The  Chairman.  No;  you  misapprehend  me.  Would  a  concern 
like  the  Steel  &  Wire  Co.,  which  was  producing  finished  products, 
instead  of  preserving  the  status  quo  and  buying  its  billets  from  some 
other  concern  that  made  a  profit  on  them,  attempt  to  make  their  own 
billets,  and  in  that  way  impinge  on  what  the  billet  maker  considered 
to  be  his  legitimate  business  ? 

Mr.  Temple.  Certainly  as  to  all  the  concerns — for  instance,  take 
the  National  Tube  Co.  When  the  National  Tube  Co.  grew  to  the 
magnitude  it  did,  one  of  the  first  things  it  did  was  to  put  in  blast 
furnaces  and  put  in  steel  conversion  works  and  make  its  own  raw 
material.  Originally,  in  the  day  of  the  small  concerns,  the  blast 
furnace  was  a  separate  community.  It  made  pig  iron.  Over  here 
was  a  steel  works  that  would  buy  pi^  iron  from  this  blast  furnace  and 
convert  that  pig  iron  into  steel.  They  then  sold  billets  to  the  tube 
mill,  and  the  tube  mill  would  buy  the  billets  and  would  roll  those  into 
tubes.  With  the  growth  of  the  business  and  the  aggregation  of 
capital  in  these  concerns — I  have  said  tube  works,  so  I  will  contain 
myself  within  the  tube  illustration — ^the  tube  works,  instead  of  buy- 
ing billets  from  the  steel  mill,  and  the  steel  mill,  instead  of  buying 
billets  from  the  blast  furnace,  would  put  up  its  own  blast  furnace 
and  its  own  steel  mill,  buy  its  own  ore  lands,  and  turn  into  its  own 
coffers  the  profits  of  every  operation  from  the  ground  to  the  finished 
product.     Yes;  that  is  true. 

The  Chairman.  Did  that  cause  trouble  among  them,  or  discussion, 
or  resentment? 

Mr.  Temple.  Have  you  something  particularly  in  mind  that  you 
are  looking  for,  Mr.  Chairman?  If  you  will  ask  me,  I  will  tell  you. 
It  is  true,  it  did  cause  friction  among  various  concerns,  because 

The  Chairman  (interposing).  Is  it  not  true  that  the  Federal 
Steel,  the  Steel  &  Wire,  the  Tin  Plate  Co.,  and  the  rest  of  those  con- 
cerns that  afterwards  formed  the  United  States  Steel  Corporation, 
with  the  exception  of  the  Carnegie  Co.,  were  working  practically  in 
unison,  and  that  when  the  breach  did  come  oyer  this  disintegration 
process,  when  the  break  came  between  Carnegie  and  the  rest  of  them 
that  afterwards  did  come 

Mr.  Temple  (interposing).  I  could  not  say  it  was  a  break.  If  I 
may  put  it  in  my  own  words,  due  to  my  recollection,  I  should  say  it 
was  something  like  this : 

The  Carnegie  Steel  Co.  was  not  a  part  of  the  United  States  Steel 
Corporation  when  the  United  States  Steel  Corporation  was  formed. 

Mr.  H.  C.  Frick,  whom  I  have  known  for  a  good  many  years — and  I 
have  met  most  of  the  great  business  men  in  America  in  my  varied 
and  checkered  career — I  consider  the  greatest  business  genius  this 
country  has  ever  seen,  with  the  possible  exception  of  John  D.  Kocke- 
feller.  Mr.  Frick  is  a  far-sighted,  shrewd  business  man.  He  re- 
alized, even  before  the  formation  of  the  United  States  Steel  Corporar 
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tion,  more  clearly,  I  think,  than  any  one  man  in  the  steel  world,  the 
gradual  development  and  great  development  of  the  steel  industry. 
Mr.  Morgan  is  a  great  man.  Mr.  Frick  obtained  from  Mr.  Carnegie 
an  option  on  the  Carnegie  steel  plant  for  approximately  $160,000,- 
0,90 

The  Chairman  (interposing).  What  was  the  book  value  of  those 
plants  at  that  time? 

Mr.  Temple.  In  the  neighborhood  of  $119,000,000. 

The  Chaikman.  Was  it  not  $76,000,000,  according  to  statements 
m?ide  in  the  Schyvab  trial  ? 

Mr.  Temple.  That  is  on  a  different  basis  from  the  firing  thpy 
went  into  at  the  time  Mr.  Frick's  option  was  given.  Mr.  Carnegie, 
at  the  time  he  was  selling  to  Mr.  Frick,  thought  a  little  more  hi^y 
of  some  of  his  assets  than  he  did  when  he  was  buying  Mr.  Frick  out 
of  the  Carnegie  Steel  Co.,  as  you  understand.  He  looked  at  it  from 
a  different  point  of  view. 

There  was  a  book  value  there  of  approximately  $119,000,000.  Mr. 
Frick  got  an  option  for  $160,000,000.  It  was  common  rumor  at  the 
time,  although  I  can  not  testify  as  to  my  own  knowledge  and  belief, 
that  Mr.  Frick  and  Mr.  Mellen,  or  the  Mellen  estate,  agreed  to  fur- 
nish or  to  raise  $80,000,000  of  this  money,  and  they  went  to  Mr.  Mor- 
gan to  get  their  $80,000,000,  and  Mr.  Frick  laid  before  Mr.  Morgan 
yery  fully  the  possibilities  of  the  Carnegie  Steel  Co.  Mr.  Morgan 
turned  down  the  proposition,  claiming  that  the  price  was  too  high  for 
the  property,  I  understand,  which  cost  Mr.  Frick  and  his  one  or  two 
associates  some  million  or  million  and  a  quarter  dollars,  which  they 
paid  to  Mr.  Carnegie  for  this  very  valuable  option. 

Mr.  Baktlett.  Forfeited? 

Mr.  Temple.  Yes,  sir. 

When  i,  in  ipy  own  mind,  stack  up  Mr.  Morgan  as  against  Mr. 
Frick,  the  thing  that  always  comes  prominent  is  that  when  Mr.  Frick 
considered  the  purchase  of  the  Carnegie  Steel  Co.  and  could  buy  it  at 
$160,000,000,  Mr.  Morgan  thought  it  was  too  expensive,  and  yet  Mr. 
Morgan  turns  around  inside  of  three  years  and  pays  between  $500,- 
0,00,000  and  $600,000,000  for  the  same  property  which  he  did  not  con- 
sider worth  $160,000,000  when  Mr.  Frick  got  it. 

The  Chairman.  Was  there  any  improvement  in  that  property 
during  that  time? 

Mi.  Temple.  None  to  amount  to  anything;  comparatively  little. 
The  market  v^ilue  of  the  securities  that  entered  into  that  transfer 
practically  at  the  time  the  transfer  was  completed  made  for  each  of 
the  junior  partners  of  the  Carnegie  Steel  Co.  practically  $5,000,000 
for  each  1  per  cent  interest.  That  I  happen  to  know.  That  comes 
;  very  close  to  being  $500,000,000  for  the  whole  thing,  and  Mr.  Carnegie 
got  a  little  the  best  of  it.  He  got  better  than  his  junior  partners  dad ; 
so  I  do  not  think  I  am  overstating  the  mark  when  I  say  between 
,  $^00,000,000  and  $600,000,000. 

The  Chairman.  Eight  there,  not  to  interrupt  you : 

You  have  the  Steel  Corporation,  with  the  exception  of  this  little 
•  Carnegie  Co.,  valued  at  $100,000,00.0.  Could  not  they  have  gone  to 
work  and  formed  a  corporation  and  maintained  prices,  even  if 
Andrew  Carnegie  and  Frick,  much  as  you  think  of  both  of  them,  had 
-stayed  out  of  it?  Why  was  it  necessary  to  pay  him  $600,000,000  to 
be  good  ?  ' 
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Mr.  Tempi^.  The  interest  biack  of  the  United  States  Steel  Corpora- 
tion had  at  that  time  prepared  for  the  production  by  their  stock 
company  of  that  beautiful  play  Hamlet,  with  the  most  expensive 
stage  settings  that  Wall  Street  could  produce,  costuming  never  ex- 
celled before,  and  Hamlet  was  the  Laird  of  Skibo.  [Laughter.] 
The  cooks  who  were  preparing  this  meal  for  themselves  and  their 
associates  found  they  had  prepared  and  were  ready  to  hake  the 
finest  plum  pudding  ever  concocted  financially,  but  that  Mr.  Carnegie 
had  all  the  plums.  [Laughter.]  They  had  to  buy  the  Carnegie 
Steel  Co.  Mr.  Carnegie,  with  his  then  plant,  and  his  organization 
and  his  natural  resources,  was  in  a  position  where  he  could  dominate 
the  entire  situation,  and  had  the  United  States  Steel  Corporation 
.  not  have  been  formed  at  about  the  time  it  was,  some  10  years  ago,  the 
steel  business  not  only  of  America  but  of  the  world  to-day  would  be 
dominated  by  Andrew  Carnegie  instead  of  being,  as  it  is,  by  the 
United  States  Steel  Corporation.  That  means  that  one  individual 
would  have  had  absolute  control  of  that  property,  as  he  did — because 
under  his  limited  partnership  arrangement  with  his  partners  he  could 
call  for  the  retirement  of  any  partner  at  book  value  at  any  minute — 
and  you  would  have  had  in  the  bands  of  a  single  individual  the 
domination  of  the  steel  business  of  the  world  instead  of  having  it  in 
the  hands  of  a  corporation  whose  stock  is  available  to  every  man, 
woman,  and  child  that  wants  to  own  it. 

The  Chaikman.  "Was  Andrew  Carnegie  at  that  time  §howing  his 
teeth  or  threatening  to  do  anything  to  mar  the  baking  of  this  pudding 
or  to  disturb  the  pleasure  of*  the  various  participants  in  this  magnifi- 
cent play  of  which  you  speak  ? 

Mr.  Temple.  He  was  not  interfering  with  the  baking  at  all.  He 
simply  hung  on  to  the  plums.  [Laughter.]  He  was  willing  to  see 
the  rest  of  it  roast  to  the  end,  but  he  still  iiad  the  plums. 

Mr.  Carnegie  had  already  started  out  to  build,  at  Gonneaut,  the 
greatest  tube  works  in  the  world ;  and  the  tube  business  is  one  of  the 
most  profitable  finished  businesses  there  is,  and  one  that  is  constantly 

'  He  had  arranged  to  build  a  railroad  from  Pittsburgh  to  Con- 
neaut  to  bring  down  his  ores  direct  from  Conneaut  Harbpr  to  his 
mills,  and  to  build  up  a  great  industrial  center  at  Conneaut  Harbor ; 
and  with  the  completion  of  that  tube  mill  must  come  the  destruction 
of  the  National  Tube  Co.,  one  of  the  strongest  constituents  of  the 

then  United  States  Steel  Co.    .  t     ,•  ■.  i    •,  i    i         -i       j 

Does  not  that  answer  your  question?  He  did  build  the  railroad, 
but  they  bought  him  out  before  he  built  the  tube  works. 

The  Chairman.  Suppose  they  had  not  bought  Mr.  Cariiegie  out  and 
he  had  built  his  tube  works  and  built  his  railroad,  as  he  did,  and  had 
goirie  into  the  business,  could  he  have  injured  or  affected  the  practical 
riionopoly  that  these  nine  companies  then  had?  Do  you  thmk  he 
would  have  been  as  strong  as  all  of  them  and  y^onld  liave  exercised 

his  strength?  ,       ,      ,     ,         i  i  ■        ■  n. 

Mr  Temple.  Yes;  for  the  reason  that  he  had  used  his  profits 
always  in  extending  his  plants.  His  plants  were  at  the  highest  effi- 
eieiicy  it  wks  possible  to  bring  plants  at  that  day,  m  every  direction 
In  addition  to  that,  look  at  the  organization  he  had.  You  have  h^ard 
my  tribute  to  Mr.  Frick's  ability.  With  Mr.  Enck  at  the  head  ot  the 
Carnegie  Steel  Corporation,  dictating  its  business  policies,  so  far 
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as  he  could  without  Mr.  Carnegie's  direct  influence ;  with  a  man  like 
Schwab  in  charge  of  its  manufacturing;  with  a  man  like  Peacock 
in  charge  of  his  sales  department,  he  was  absolutely  unassailable  and 
invincible  in  the  steel  world.  There  is  no  question  of  that,  and,  as 
you  say,  I  have  given  the  matter  some  thought  and  I  have  had  some 
chance  to  give  it  consideration. 

Mr.  Littleton.  It  differs  from  the  play  a  little  in  this  particular, 
that  in  the  classical  play  it  was  a  crazy  Dane  that  was  being  workerl 
with,  and  in  this  case  it  was  a  pretty  sane  Scotchman. 

Mr.  Temple.  In  this  case  it  was  a  Scotchman. 

Mr.  Barti^ett.  But  not  a  crazy  Scotchman  ? 

Mr.  Temple.  May  I  decline  to  answer  that?     [Laughter.] 

The  Chairman.  Could  not  these  people,  with  works  on  the  lake—, 
they  have  since  built  a  magnificent  works  at  Gary — ^have  produced 
iron  as  cheaply  as  Mr.  Carnegie? 

Mr.  Temple.  Do  you  suppose  for  one  minute  that  a  plant  like  the 
one  at  Gary  could  have  been  built  by  the  United  States  Steel  Corpo- 
ration with  the  Carnegie  Steel  Co.  out  of  it?  What  would  they  have 
built  it  on? 

The  Chairman.  On  the  same  site. 

Mr.  Temple.  They  did  not  even  have  the  site  at  that  time.  I  think 
you  will  find,  if  you  dig  into  the  statistics  of  this  corporation,  that 
even  if  the  United  States  Steel  Corporation  paid  $600,000,000  for 
the  Carnegie  interests,  and  even  if  the  total  capitalization  of  that 
company  is  $1,500,000,000,  as  has  been  claimed,  that  that  $600,000,000  , 
out  of  the  $1,500,000,000  has  produced  net  approximately  one-hair  of 
the  total  profits  of  that  corporation. 

The  Chairman.  You  mean  the  Carnegie  Co.  has  ? 

Mr.  Temple.  Yes,  sir;  the  Carnegie  Co.  and  its  subsidiary  com- 
panies, and  without  the  Carnegie  Co.  in  that  consolidation  I  do  not 
believe  it  would  have  ever  had  either  the  money  or  the  credit  to  have 
lived  for  three  years  as  a  corporation.  It  would  have  gone  to  its 
bondholders. 

The  Chairman.  Do  you  mean  by  that  that  Mr.  Carnegie,  if-  they 
had  not  purchased  his  interest,  would  have  gone  back  to  his  old 
policy  of 

Mr.  Temple  (interposing).  Cattle  work  along  the  border? 

The  Chairman.  Yes,  sir ;  destructive  competition. 

Mr.  Temple.  He  built  the  railroad. 

The  Chairman.  And  was  fixing  to  build  the  tube  mills? 

Mr.  Temple.  I  do  not  think  there  was  any  question  about  that. 

The  Chairman.  Did  your  people  have  any  fear  if  they  did  not  get 
Carnegie  they  would  have  trouble  ? 

Mr.  Temple.  They  knew  it. 

Mr.  Bartlett.  Let  me  ask,  in  what  way  would  they  have  trouble — 
by  cutting  the  prices  and  reducing  the  prices  of  the  product,  by  de- 
structive competition  ? 

Mr.  Temple.  Your  honor 

Mr.  Bartlett  (interposing).  No,  no;  I  am  just  a  plain  Congress- 
man. 

Mr.  Temple.  Have  you  seen  people  who  were  scared  of  "  ha'nts  " 
down  in  your  country  ? 

Mr.  Bartlett.  Yes;  we  have  people  down  there  who  believe  in 
them. 
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Mr.  Temple.  Did  you  ever  find  one  of  them  who  could  formulate 
to  himself  exactly  what  form  that  "  ha'nt "  was  going  to  take  if  it 
approached  him? 

Mr.  Baktlett.  I  have  heard  them  describe  the  form  they  did  take. 

Mr.  Temple.  I  will  allow  that  to  answer  your  question,  if  you  will 
permit  it.    [Laughter.] 

The  Chairman.  I  see  the  tenth  provision  of  this  contract  provides 
as  follows: 

No  member  of  this  association  (the  New  Jersey  Steel  &  Iron  Co.  excepted) 
shall  make  any  lump-sum  bid,  nor  shall  they  or  it  erect  any  building,  directly 
or  indirectly.  This  applies  only  to  members  as  rolling  mills.  Any  question 
arising  as  to  the  interpretation  of  this  clause  shall  be  referred  to  the  com- 
missioner for  his  immediate  decision. 

Explain  how  that  operated;  what  they  did  under  that  provision, 
and  exactly  what  it  means. 

Mr.  Temple.  Reference  to  the  commissioner  for  his  decision? 

The  Chairman.  Yes. 

Mr.  Temple.  You  will  remember  this  agreement  was  a  preliminary 
agreement  drawn  before  this  thing  was  even  formed.  At  the  time  of 
this,  not  fear  of  God,  but  fear  of  the  devil,  was  in  the  hearts  of  every 
steel  maker  in  this  country.  That  was  to  avoid  violation  of  the 
agreement  under  cover  to  this  extent:  Certain  interests  owned  their 
own  erecting  departments.  The  Carnegie  Steel  Co.,  for  instance, 
owned  a  bridge  company  that  operated  to  build  bridges  and  to  build 
buildings,  and  bought  from  the  Carnegie  Steel  Co.  the  steel  coming 
under  this  agreement  to  put  those  bridges  up.  The  other  associations 
were  afraid  that  people  operating  bridge  plants  of  their  own  might 
come  in  and  take  contracts  at  prices  considerably  below  the  ruling 
prices,  and  they  were  therefore  bidden  to  make  quotations  either  in 
a  lump  sum  or  as  a  direct  constructor  of  a  building. 

If  a  bid  was  made  by  one  of  the  members  of  that  association  for  a 
building,  they  could  not  say,  "  We  will  furnish  you  the  steel  for  this 
building,  complete,  for  $176,900,"  for  instance,  but  they  would  be 
obliged  to  make  out  a  regular  detailed  estimate,  so  many  tons  of  chan- 
nels, so  many  tons  of  beams,  and  so  on,  so  many  tons  of  Z-bars,  in  all 
definiteness,  and  the  price  per  pound  on  each  item. 

The  Chairman.  The  eleventh  paragraph  provides  as  follows : 

Eleventh.  No  consideration  in  the  nature  of  brokerage  or  commission  is  to  be 
allowed,  except  to  the  accredited  agents  of  the  parties  to  this  agreement,  whose 
names  shall  be  on  file  with  the  commissioner;  and  in  no  case  will  it  be  per- 
missible for  such  commission  to  be  divided. 

No  sales  or  contracts  shall  be  made  to  or  with  middlemen,  except  on  specific 
work  for  immediate  specifications. 

What  does  that  mean? 

Mr.  Temple.  I  think  that  explains  itself,  with  perhaps  this  elabora- 
tion. There  at  that  time  were — probably  are,  although  I  am  not  in 
close  contact  with  this  business  as  I  was ;  I  am  a  farmer  now — a  great 
many  brokers  all  over  the  country  dealing  in  steel,  and  one  of  the 
favorite  methods  of  cutting  prices  would  be  to  sell  to  a  broker,  pay 
the  broker  a  big  commission,  and  then  have  the  broker  divide  the 
commission  with  the  customer,  which  operated  as  a  cut  price.  So 
that  brokers  were  forbidden  to  be  dealt  with  unless  they  were  the 
regular  authorized  agents  or  parties  to  that  agreement. 
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Tjxe  Chairman.  I  see  it  further  provides: 

All  sales  between  parties  to  this  agreement  shall  be  at  pool  prices,  as  provided 
In  agreement  B  and  all  shipments  shall  be  reported  by  the  maiujfa,cturer,  on 
which  the  pool  tax  will  be  charged  the  same  as  to  outside  parties,  the  pur- 
chaser also  to  report  shipments  of  all  such  material  so  bought,  for  which  they 
isKkll  claim  and  receive  credit. 

,,  What  does  that  agreement  mean?  ■■  ^ 

Mr.  Temple.  That  is  to  say,  suppose  that  the  Carnegie  St^el  Co. 
had  sold  to  a  customer  their  entire  product  for  90  days  ahead,  and 
they  were  able  to  close  another  contract  for  30-day  delivery,  which 
th,ey  could  not  deliver,  as  their  mills  were  full.  If  they  bought  that 
sieel  to  fill  that  order  from  one  of  the  other  members  of  this  asso- 
ciation, it  would  have  to  be  reported  to  the  commissioner  just  as 
though  it  were  a  sale  to  an  outside  party,  an  outside  interest,  and  it 
should  be  at  the  same  price  and  subject  to  the  same  figuring  as 
though  it  were  sold  to  an  outside  party,  though  an  interchange  be- 
tween members. 

The  Chairman.  And  this  agreement  B  was  as  to  a  scale  of  prices? 

Mr.  Temple.  No;  agreement  B,  which  in  point  of  fact  my  memory 
is  very  indefinite  concerning,  bec£iuse  I  do  npt  think  I  ever  read  it 
but  once,  was  merely  a  general  formula  that  they  would  change 
prices  from  time  to  time  when  unanimous  consent  was  received  to 
advance  prices ;  or  on  demand  of,  I  think,  one  or  two  parties  at  in- 
terest to  lower  prices,  they  should  be  lowered;  but  they  could  only 
be  adva,nced  by  unanimous  consent  of  all  the  members.  Then  it  re- 
cited the  method  of  readjustment  of  shipments  on  percentages  of 
previous  years.     That  was  all  that  agreement  B  was. 

J^r.  Gardner.  You  say  under  demand  of  one  or  two  members 
prices  could  be  lowered  ? 

Mr.  Temple.  Yes. 

Mr.  Gardner.  That  is,  lowered  by  all  memhers  of  the  association? 

Mr.  Temple.  Yes;  lowered  by  al|  of  them. 

Mr.  Gardner.  That  is,  the  minority  could  thwart  a  general  low- 
ering of  prices? 

Mr.  Temple.  Yes;  but  it  required  unanimous  consent  to  raise  the 
prices.  And  I  will  say  that  that  provision  was  insisted  on  by  the 
big  interest^ — the  Carnegie  Steel  Co. — and  they  were  rather  at  a  loss 
to  understand  why  they  should  have  insisted  on  it,  to  begin  with ; 
but  they  soon  found  out  that  it  was  an  awful  job  to  get  those  people 
to  agree  to  raise  prices  at  any  time.  I  have  seen  the  little  fellows  beg 
with  pathos  in  their  voices  to  be  allowed  to  raise  the  price  when  times 
got  very  good ;  and  there  are  very  few  occasions,  as  you  will  see  by 
consulting  these  tables,  which  give  all  those  raises  when  they  were  put 
into  effect. 

(The  agreement  "  A  "  above  referred  to  will  be  found  appended  to 
this  hearing.) 

Mr.  Gardner.  As  a  matter  of  fact,  who  sent  out,  or  did  you  send 
out,  to  all  these  constituent  companies  the  scale  of  prices  which  was 
fixed  on  from  time  to  time  ?  ' 

Mr.  Temple.  No,  sir;  that  was  taken  up  at  the  meetings,  and  every- 
body voted  and  discussed  it.  A  meeting  would  be  called.  I  had  a 
right  to  call  a  meeting  either  on  my  own  initiative  or  on  the  request 
of  a  certain  number  of  members,  or  on  the  request  of  the  president, 
and  when  steel  would  begin  to  be  in  big  demand  I  would  begin  to 
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get"  requests  from  the  little  fellows  to  call  a  meeting  to  raise  prices. 
We-Tisually  had  mfeetings  about  once  a  month  or  once  in  six  weeks; 
sometimes  we  would  go  two  months;  aiid  they  would  discuss  the 
matter  of  prices,  dnd  the  big  interests  were  always  opposed  to  the 
raising  of  prices;  although  they  n^ver  took  the  other  initiative,  that 
they  had  a  right  to,  and  pereAptotily  lower  prices,  in  the  face  of 
the  request  of  the  rest  of  them. 

Mr.  Gardner.  Who  disseminated  thte  information?  For  instance, 
a  man  might  have  been  absent  from  a  meeting. 

Mr.  Temple.  Don't  you  believe  it ;  not  ^mess  he  was  dead.  And 
then  his  successor  attended.    [Laughter.] 

Mr.  Gardner.  If  a  meeting  -Was  called  when  t  minbrity  requested 
that  prices  be  lowered 

Mr.  Temple,  Yes. 

Mr.  Gardner  (continuing).  It  did  not  require  a  majority  vote  to 
lower  them  ? 

Mr.  TeMple.  No,  sir. 

Mr.  GAliDNER.  Now,  who  kept  the  record  of  thoSe  proceedings  ? 

Mr.  Temple.  I  did. 

Mr.  Gardner.  And  I  suppbsfe  they  all  had  cofpies  showing  what  the 
result  was? 

Mr.  Temple.  No;  we  never  had  but  6ne  contract,  and  we  never 
had  but  one  set  of  minutes,  and  I  had  those. 

Mr.  GAiibiNER.  And  they  had  to  trust  their  meihbries  or  else  com- 
municate with  you  to  find  out  the  price  ? 

Mr.  Temple.  It  Would  be  Surprising  to  see  h6w  easy  it  is  for  men 
to  remember  those  things,  Mr.  Gardner. 

Mr.  Gard:ner.  I  quite  understaind  that  there  would  not.  be  the 
slightest  doubt  in  a;ny  of  their  minds  as  to  What  had  taken  place, 
but  I  wanted  it  in  the  record  that  your  testimony  was  that  it  was 
a  question  of  their  memory,  aind  with  you ;  that  you  were  the  con- 
servator of  the  actual  record  of  the  vote. 

The  Chairman.  Mr.  Comihissioher,  as  tho^e  minutes  Would  be  a 
valuable  souvenir  to  this  comiilittee,  have  you  those  minutes? 

Mr.  TEiiPL^.  No,  sir. 

The  Chabrman.  What  became  of  all  your  ctintracts  and  minutes 
and  everything  of  that  kind'  when  you  dissolved? 

Mr.  Temple.  We  destroyed  them  in  1904. 

The  Chairman.  Was  there  aily  vote  to  the  effect  that  they  be  de- 
stroyed ? 

Mr.  Temple.  Yes. 

The  Chairman.  Wlio  suggested  that  they  be  destroyed  ? 

Mr.  Temple.  I  could  not  say  just  whotti  the  suggestion  caihe  from. 
We  had  our  final  meeting  in  Decembfer,  1904. 

The  Chairman.  Was  Judge  Gary  present  at  that  meeting? 

Mr.  Temple.  No,  sir;  he  was  not  present.  _  I  do  not  think  Judge 
Gary  ever  attended  a  meeting  of  any  assbciation  I  was  connected 
with  the  whole  time  they  were  in  session.  But  we  were  informed  by 
some  of  the  subsidiary  cbmpaiiies  of  the  United  States  Steel  Cor- 
poration that  Judge  Gary  had  been  investigating  this  thing,  arid  he 
had  deeded'  that  they  would  no  longer  be  a  party  to  dny  siich  agree- 
ment. They  were  ordered  to  withdraw  frbrii  the  association — the 
constituent  companies — ajid  of  course  that  left  no  association.  We 
then  had  a  plum  pudding  without  either  plums  or  flour,  in  bther 
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words.  After  general  discussion  it  was  decided  to  distribute  to  the 
parties  putting  it  in  all  the  money  lying  in  the  treasury,  all  records 
were  ordered  destroyed,  and  every  member  present  pledged  himself 
on  his  sacred  word  of  honor — in  one  of  your  famous  gentlemen  s 
agreements  that  was— that  they  would  destroy  every  scrap  of  pap6r 
bearing  directly  or  indirectly  on  the  work  of  those  associations. 
Your  record  here  shows  how  far  that  gentlenien's  agreement  was 
kept,  Mr.  Chairman.     You  do  not  find  any  of  mine. 

The  Chaieman.  No.    I  have  managed  to  dig  up  a  few  of  them. 

Mr.  Temple.  Not  of  mine. 

The  Chaibman.  Not  of  yours.  During  this  period  was  there  any 
iron  of  any  kind  going  into  the  industries  of  this  country — wire, 
nails,  rails,  or  structural  steel,  plates,  beams,  or  any  other  material — 
that  was  not  incorporated,  from  pig  iron  up,  in  one  of  these  agree- 
ments ? 

Mr.  Temple.  Mr.  Chairman,  I  could  not  possibly  answer  that  ques- 
tion, for  the  reason  that  outside  of  our  own  association  and  the  ofiB- 
cials  of  the  companies  there  were  few  people  who  knew  that  I  was 
the  commissioner  of  these  associations ;  and  if  there  were  other  asso- 
ciations, I  neither  knew  of  their  existence,  of  their  organization,  their 
agreements,  nor  the  commissioners. 

The  Chairman.  I  find  here  that  the  base  price  for  steel  beams 
effective  February  1,  1900,  in  the  New  England  States,  points  tak- 
ing Boston  or  Portland  rate  or  equivalent,  was  $2.45,  and  for  New 
York  (Rochester  and  the  east  of  Rochester) ;  and  New  Jersey,  also 
Kentucky,  was  $2.40^  for  Pennsylvania  (east  of  Altoona),  Mary- 
land, Delaware,  and  District  of  Columbia  was  $2.38,  and  so  on. 
The  whole  United  States  seems  to  be  divided  up,  here.  How  was  this 
distribution  made?  What  was  the  purpose  of  it?  I  will  put  this 
into  the  record. 

Mr.  Temple.  The  purpose  of  that  distribution  was  what  we  call 
freight  zones.  There  are  certain  territories  in  the  United  States  to 
which  freights  apply  at  certain  rates  per  pound  and  fractions  of  a 
pound,  from  Pittsburgh  as  the  base ;  and  you  could  not  make  a  price, 
for  instance,  in  an  association  of  this  kind,  at,  say,  $30  a  ton,  Pitts- 
burgh, because  freights  have  got  to  be  taken  into  consideration  with 
the  finished.  So  that  in  makmg  those  zone  rates  the  freight  from 
Pittsburgh  to  these  various  zones  was  added  in  order  to  make  those 
prices.  That  has  nothing  whatever  to  do — if  you  have  that  in 
mind — with  the  distribution  of  territory — that  is,  your  places  into 
which  mills  might  sell — because  that  was  absolutely  unrestricted 
under  all  these  agreements. 

The  Chairman.  Pittsburgh  was  the  base  ? 

Mr.  Temple.  Yes ;  Pittsburgh  was  the  base. 

The  Chairman.  If  a  man  bought  steel  in  Chicago,  made  in  Chi- 
cago, he  was  charged  the  same  as  if  he  had  bought  it  in  Pittsburgh 
and  shipped  it.  to  Pittsburgh  and  all  points  outside  of  Pittsburgh,  is 
that  correct? 

Mr.  Temple.  Yes.  Of  course,  if  a  man  bought  steel  in  Pittsburgh 
made  in  Chicago,  at  the  prevailing  Chicago  rate,  the  Chicago  mill 
had  deducted  from  the  price  its  freight  rate  to  Pittsburgh,  so  as  to 
put  everything  on  a  uniform  basis. 

The  Chairman.  Does  any  other  member  of  the  committee  care 
to  ask  any  questions  ? 
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Mr.  Gakdnee.  I  will  just  ask  a  formal  one.  I  think  you  have 
probably  answered  this,  substantially.  You  recognize  the  structural 
steel  agreement  which  Mr.  Stanley  presented  to  you  as  practically 
the  same  as  that  under  which  the  structural  steel  association  op- 
erated ? 

Mr.  Temple.  Mr.  Gardner,  it  is  a  long  document,  and  I  could  not 
even  say  it  is  practically  the  same.  But  what  I  have  intended  to 
testify  to  was  that  in  the  portions  of  that  agreement  which  to  me 
most  appealed  in  my  operations  as  commissioner  the  conditions  were 
similar. 

Mr.  Gabdnee.  That  is  exactly  what  I  wanted  to  get  out  as  a  matter 
of  record.  Of  course  your  evidence  as  given  shows  that,  but  I  wanted 
it  in  a  concrete  statement. 

Mr.  Temple.  There  may  be  whole  paragraphs  added  in  another 
agreement  or  omitted;  but  so  far  as  the  particular  part  of  it  to 
which  my  attention  was  called  is  concerned,  they  are  similar. 

Mr.  Gakdnek.  I  am  now  going  to  speak  of  the  plate  association. 

Mr.  Temple.  Yes. 

Mr.  Gardner.  Did  I  understand  you  as  saying  that  these  penal- 
ties for  overshipment  were  placed  at  such  a  figure  as  to  as  nearly  as 
possible  offset  the  profit  at  that  time,  varying  from  time  to  time — 
the  profit  on  the  manufacture  of  a  ton  of  steel  ? 

Mr.  Temple.  That  was  originally  the  intention,  but  it  was  gradu- 
ally drifted  away  from,  as  you  will  see,  and  the  tax  was  reduced  year 
after  year  so  that  it  became  practically  a  nominal  taxation. 

Mr.  Gardner.  I  will  tell  you  why  I  asked  the  question — simply  to 
get  a  little  additional  light  on  what  at  that  time  was  considered  the 
profit  on  a  ton  of  steel.  It  is  somewhat  extraneous  to  this  particular 
thing,  but  useful  in  our  investigation  as  to  what  the  profit  on  a  ton 
of  steel  was  at  various  times.  You  say  that  became,  in  practical 
operation,  no  indication  ? 

Mr.  Temple.  It  became  no  indication.  I  can  say  to  you  that  when 
we  formed  this  association,  as  near  as  they  could  figure  above  all  mem- 
bership costs  of  the  members  of  the  association,  the  profits  were  from 
$6  to  $7  a  ton. 

Mr.  Gardner.  This  Structural  Steel  Association  and  the  Plate  As- 
sociation, were  they  substantially  the  same  in  their  officers?  For  in- 
stance, you  have  testified  that  you  were  commissioner  in  each,  and 
you  have  mentioned  that  Mr.  King  was  the  treasurer  of  the  Structural 
Steel  Association. 

Mr.  Temple.  That  is  true. 
.  Mr.  Gardner.  Was  it  the  same  Mr.  King  ? 

Mr.  Temple.  The  same  Mr.  King. 

Mr.  Gardner.  And  Mr.  Mellon,  of  T.  Mellon  &  Sons,  was  fiscal 
agent  of  both  organizations  ? 

Mr.  Temple.  That  I  do  not  remember,  for  the  reason  that  it  was  the 
treasurer  who  handled  all  the  finances.  All  that  I  ever  had  to  do  with 
the  money  part  of  it  was  to  put  in  my  own  expense  accounts  for  opera- 
tion, for  which  I  received  a  check  from  Mr.  King. 

Mr.  Gardner.  Did  Mr.  King  have  this  intimate  confidential  infor- 
mation which  was  given  to  you  ? 

Mr.  Temple.  Oh,  no,  sir.   , 

Mr.  Gardner.  You  spoke  of  giving  freely  information  as  to  costs 
amongst  themselves.    Now,  it  has  been  represented  to  this  committee 
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from  time  to  time  that  costs  are  the  most  important  trade  secrets  that 
exist ;  that  cost  sheets  are  matters  which  are  very  important,  especially 
in  regard  to  the  foreign  trade;  that  they  are  matters  which  should 
not  be  communicated  to  competitors,  and  that  it  is  very  dangerous 
to  communicate  them  to  competitors.  What  have  you  to  say  as  to 
that? 

Mr.  TesStple.  I  think  that  proposition  is  true  so  far  as  the  foreign 
tra;de  is  concerned.  For  instance,  I  do  not  believe  that  our  Ameticft-n 
manufacturers  as  a  whole  would  care  to  have  their  costs  known  to  the 
foreigners.  But  while  your  statement  is  also  true  that  it  used  to  be 
that  the  costs  were  considered  the  most  sacred  thing  that  there  was 
in  one  of  these  manufacturing  businesses,  to-day  I  do  not  believe 
that  there  is  any  one  big  manufacturer  that  is  not  practically  as  con- 
versant with  the  costs  of  his  competitors  as  he  is  with  his  Own. 

Mr.  Gardner.  That  being  the  case,  why  are  not  European  com- 
petitors conversant  with  those  costs?  If  it  is  generally  known  to 
competitive  organizations  in  this  country,  why  is  not  that  informa- 
tion available  to  foreign  competitors? 

Mr.  Temple.  Well,  in  the  first  place,  there  is  no  interchange  of 
information  between  the  foreigners  and  our  own  manufacturers. 
These  manufacturers,  in  getting  together  with  each  other  as  I  have 
outlined  to  you,  at  the  beginning  of  these  associations  would  have  had 
all  kinds  of  fits  if  they  had  thought  that  the  other  fellow  was  going 
to  find  out  anything  about  their  costs;  but  after  having  got  gradii- 
ally  acquainted  with  each  other,  they  began  to  talk  their  costs  to  ea(ih 
other;  first,  tentatively,  a  little  bit  here  and  a  little  bit  there,  find 
then  finally  there  was  a  free  interchange  between  therh  as  to  those 
matters. 

Mr.  Gardner.  But  the  suspicion  that  arises  between  men  who  are 
not  acquainted  with  each  other  still  exists,  or  did  until  this  sum- 
mer, at  any  rate,  between  our  manufacturers  and  European  com- 
petitors ? 

Mr.  Temple.  That  is  true ;  and  I  do  not  know  that  there  wag  any 
interchange  until  this  summer,  and  I  do  not  know  that  there  is  how. 

Mr.  Gardner.  You  said  that  the  Gary  plant  could  not  have  been 
built  if  the  Carnagie  Co.  had  stayed  outside  of  the  United  States 
Steel  Corporation.  I  wish  you  would  explain,  so  as  to  clear  my 
mind,  at  all  events,  just  why  you  think  so. 

Mr.  Temple.  Because  I  thiiik  that  if  the  Carnegie  Steel  Co.  had 
stayed  out  of  the  organization,  the  United  States  Steel  Corporation 
would  have  been  too  busy  digging  up  money  for  its  pay  rolls  to 
waste  money  on  any  new  plants. 

Mr.  Gardner.  Now,  these  associations  were  dissolved,  both  of 
them — the  structural  steel  association  and  the  plate  association — in 
1904.  For  two  years  after  that  you  were  the  intermediary  by  which 
information  as  to  the  output  and  capacity  was  disseminated,  were 
you  not? 

Mr.  Temple.  Yes,  sif ;  I  do  not  kaovi  as  it  was  two  yeiirs ;  it  was 
some  time  after  that. 

Mr.  Gardner.  Some  time.  I  think  the  records  of  the  Lukeils  Iron 
Co.  show  that  it  was  for  a  year  and  a  large  fraction.  You  had  ceased 
to  have  any  records  or  minutes  of  the  meetings  in  which  prices  Had 
either  been  lowered  or  raided?    How  was  that?    Did,  as  a  matter  of 
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fact,  any  meetings  take  place  between  any  of  the  former  constituent 
parts  of  the  plate  association  or  of  the  structural  steel  association 
after  this  dissolution  that  we  have  spoken  of? 

Mr.  Tejiple.  Yes;  they  would  have  meetings  from  time  to  time 
when  there  w^as  anything  of  importance  to  discuss,  and  they  pre- 
sented their  reports  to  me  just  the  same  as  they  did  before.  That  is, 
they  made  out  a  statement  of  their  shipments,  their  sales,  and  their 
tonnage,  and  at  tlie  meetings  that  they  would  hold,  they  would  dis- 
cuss matters  of  general  interest,  covering  the  full  ground  of  steel 
manufacture,  operations,  and  conditions,  and  future  prospects,  de- 
mand, supply — all  things  of  interest  to  the  steel  trade. 

Mr.  Gardner.  Except  prices  ?    You  did  not  mention  them. 

Mr.  Temple.  Prices  would  be  mentioned  in  this  way :  "  What  do 
you  think  of  prices?  What  do  you  think  of  prices  for  the  future? 
What  do  you  think  of  conditions?  Will  present  prices  hold,  and 
for  how  long?  "  and  general  conversation  in  that  way.  But  there 
was  no  limitation 

Mr.  Gardner.  Are  you  satisfied  that  a  smaller  operator — what  he 
had  formerly  expressed  as  a  desire,  he  would  then  express  as  a  proph- 
ecy? 

Mr.  Temple.  No,  because  the  smaller  operator,  if  he  could  get  a 
higher  price,  never  hesitated  to  go  ahead  and  get  it,  on  his  own  ac- 
count. 

Mr.  Gardner.  Will  you  please  explain  how  the  small  operator 
could  sell  at  a  higher  price  than  the  United  States  Steel  Corporation  ? 

Mr.  Temple.  Suppose  that  the  United  States  Steel  Corporation 
takes  on  full  orders  for  six  months  ahead,  and  a  job  comes  up  that 
requires  30-day  delivery ;  the  United  States  Steel  Corporation  would 
be  perfectly  willing  to  sell  to  that  man  at  a  reasonable  price,  but  it 
can  not  make  the  delivery;  and  that  is  where  the  little  man,  with 
books  not  full  of  orders,  comes  in  and  takes  a  big  premium  for  deliv- 
ery. 

Mr.  Gardner.  Were  you  present  at  those  subsequent  meetings  ? 

Mr.  Temple.  Yes. 

Mr.  Gardner.  From  1904  on? 

Mr.  Temple.  Yes,  quite  a  few  of  them. 

The  Chairman.  How  long  did  they  continue? 

Mr.  Temple.  Until  some  time  in  1906. 

Mr.  Bball.  Did  your  salary  continue  until  1906  ? 

Mr.  Temple.  Yes. 

Mr.  Gardner.  You  have  testified,  and  others  have  testified,  that 
each  year  the  percentage  of  shipments  alloted  to  the  original  con- 
stituent companies  of  the  Steel  Plate  Association  and  the  Structural 
Steel  Association  was  readjusted  in  proportion  to  their  business  of 
the  year  before.  After  1904,  assuming  that  your  testimony  is  cor- 
rect, there  were  no  longer  any  penalties  for  overshipment,  and  no 
more  premiums  for  undershipments  ? 

Mr.  Temple.  That  is  correct,  sir. 

Mr.  Gardner.  Nevertheless,  as  a  matter  of  fact,  did  not  each  of 
those  constituent  companies  endeavor  to  keep  as  nearly  as  possible 
to  the  percentage  of  shipments  to  which  they  would  have  been  enti- 
tled if  the  agreement  had  still  been  in  force? 
97363— NO.  24—11 3 
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Mr.  Temple.  I  do  not  think  so.  I  did  not  see  any  movement  to 
that  extent.  What  they  were  all  interested  in,  of  course,  was  seeing 
how  much  each  fellow  did  ship.  That  was  the  statistical  part  of  the 
information  that  was  issued  every  month — what  the  shipments  were 
of  everybody,  and  aU  that  sort  of  thing. 

Mr.  Gabdneb.  Now,  would  this  sort  of  conversation  ensue:  Some- 
body would  see  that  Mr.  Huston  was  shipping  a  great  deal  more  than 
he  would  have  been  entitled  to  if  the  agreement  had  been  in  force, 
and  they  would  say,  "  Now,  Mr.  Huston,  do  you  not  think  you  are 
shipping  a  good  deal,  a  little  more  than  you  are  entitled  to  ?  "  or  some 
equivalent  remark  like  that  ?  Was  there  no  way  by  which,  by  that 
conversation,  persons  who  were  trying  to  get  more  than  their  share 
of  the  market  were  restrained  from  doing  it? 

Mr.  Temple.  No;  not  a  bit.  The  conversation  with  Mr.  Huston 
under  the  conditions  you  have  outlined  would  have  been  like  this: 
Somebody  would  say  to  him  probably,  "  Huston,  I  see  you  did  a  big 
business  last  month."  "  Yes."  And  then  Mr.  Huston  would  promptly 
explain  where  he  got  that  business  and  why. 

Mr.  Gabdneb.  Supposing  that  he  was  recalcitrant  and  would  not 
say  that.  Did  you  ever  have  any  people  running  amuck  at  any  of 
those  meetings? 

Mr.  Temple.  We  never  did.  You  have  simply  brought  up  a  sup- 
positious case,  and  I  have  answered  it  in  a  suppositious  way. 

Mr.  Gardkeb.  What  would  be  Mr.  Huston's  course  if  he  was  unable 
to  satisfy  his  competitors  that  this  increase  in  shipment  was  justified? 

Mr.  Temple.  That  I  do  not  know. 

Mr.  Gabdneb.  Would  he  do  as  he  had  a  mind  to  about  it  ? 

Mr.  Temple.  Undoubtedly  he  had  a  right. 

Mr.  Gabdneb.  Or  would  he  feel  that  two  could  play  at  that  game, 
and  he  had  better  not,  if  the  public  opinion  seemed  to  be  against  him 
in  that  position? 

Mr.  Temple.  It  is  a  difficult  thing  to  bring  up  a  suppositious  occa- 
sion that  never,  within  my  experience,  happened,  and  give  you  a  sup- 
positious answer  that  never  happened,  and  then  go  still  further  m 
the  realm  of  speculation,  and  speculate  as  to  what  would  have  hap- 
pened if  what  did  not  happen  had  happened.     [Laughter.] 

Mr.  Gabdneb.  I  am  willing  that  the  witness  should  answer  in  his 
own  way.  It  is  certainly  a  matter  of  interest  to  this  committee  to 
find  out  how  it  happened  that  they  seemed  to  be  able  to  work  just 
as  harmoniously  after  the  agreement  was  abrogated  as  they  did  before 
the  agreement  was  abrogated.  Now,  if  you  will,  in  your  own  way, 
either  explain  that,  or  say  that  it  is  founded  on  a  misapprehension  of 
fact,  or  that  as  a  matter  of  fact  they  did  not  work  harmoniously,  you 
will  be  performing  a  great  service  to  the  committee. 

Mr.  Temple.  I  believe  they  worked  jiist  as  harmoniously  as  they 
did  before,  and  my  belief  in  that  is  justified  by  the  fact  that  there  has 
been  no  trade  war. 

Mr.  Gabdneb.  How  was  that  harmony  brought  about,  assuming 
that  you  are  correct? 

Mr.  Temple.  By  each  fellow  looking  at  the  other  fellow's  statis- 
tics and  seeing  about  how  the  general  business  was  going,  and  no 
man  would  start  out  and  try  to  hog  the  whole  market  by  a  big  cut 
in  prices  except  with  his  eyes  wide  open  to  the  consequences. 
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Mr.  Gardner.  Now,  would  this  be  it:  Say,  for  instance,  we  will 
take  plate.  In  the  first  place,  before  I  go  any  further  let  me  inquire 
whether  the  companies  which  had  been  absorbed  in  the  United  States 
Steel  Corporation  continued  to  send  representatives  to  these  meet- 
ings after  the  termination  of  the  agreement? 

Mr.  Temple.  In  some  cases  yes,  and  in  some  cases  no.  As  a  gen- 
eral proposition,  they  did.  I  think  that  there  were  some  of  the 
Illinois  Steel  constituents  that  came  in  later  that  were  represented 
by  the  Illinois  Steel  representative,  all  of  them,  at  the  meetings. 

Mr.  Gardner.  Now,  let  me  put  a  concrete  question  to  you.  I  take 
it,  that  so  far  as  the  distribution  of  percentages  of  shipments  was 
concerned,  they  were  arranged  in  some  such  way  as  this :  If  my  plate 
capacity  was  20  per  cent  of  the  plate  capacity  of  all  the  associations 
put  together,  then  I  would  be  supposed  to  be  entitled  to  20  per  cent 
of  the  shipments? 

Mr.  Temple.  Exactly. 

Mr.  Young.  You  are  speaking  of  the  time  under  the  agreement? 

Mr.  Gardner.  No  ;  I  am  speaking  of  the  time  under  the  agreement 
and  the  time  after  the  agreement,  up  to  the  time  when  Mr.  Temple's 
personal  knowledge  ceases.  Supposing  I  came  into  one  of  these 
meetings  after  the  agreement  had  terminated,  and  somebody  said 
to  me :  "  Why,  Gardner,  I  see  you  are  shipping  25  per  cent " — or,  to 
put  it  just  as  you'did  a  while  ago,  "  You  are  doing  a  pretty  big  busi- 
ness. I  feel  that  I  have  got  to  get  a  satisfactory  explanation  for 
that  extra  business."  I  would  have  to  explain,  or  look  out  for 
reprisals,  would  I  not  ? 

Mr.  Temple.  I  would,  if  I  were  in  your  place. 

Mr.  Gardner.  That  is  exactly  what  I  wanted  to  arrive  at.  In  other 
words,  a  man  would  say  to  himself,  "  Times  are  good  in  the  steel 
business,  and  we  do  not  want  another  rate  war,  and  I  guess  I  had 
better  stick  to  my  20  per  cent  and  not  raise  that  issue,  because  other 
people  can  stand  it  about  as  long  as  I  can  ";  is  that  it? 

Mr.  Temple.  No,  Mr.  Gardner;  because,  suppose  you,  with  a  clear 
conscience  and  clean  hands,  took  an  amount  of  business  that  was 
satisfactory  to  you  that  would  amount  to  40  per  cent,  and  you  took 
it  without  going  in  and  unsettling  prices  generally  and  creating  a 
trade  war,  you  would  be  perfectly  willing  and  glad  to  volunteer  to  ex- 
plain how  and  where  you  had  gotten  that  40  per  cent. 

Mr.  Gardner.  Certainly. 

Mr.  Temple.  But  at  the  same  time,  if  I  was  in  your  place  and  went 
into-one  of  these  meetings  with  40  per  cent  to  my  credit  when  I  had 
before  only  shipped  20,  and  some  one  asked  me  how  I  happened  to 
make  such  a  big  shipment,  and  I  said,  "  I  propose  to  ship  more  than 
that  next  month,"  I  would  expect  steel  prices  to  be  very  unsettled. 

Mr.  Gardner.  It  seems  to  me  that  would  be  the  natural  result. 

Mr.  Temple.  It  is  a  natural  thing  in  business  of  any  kind. 

Mr.  Gardner.  That  is  the  way,  it  seems  to  me,  that  evolution  took 
place ;  that  after  you  once  got  your  people  together  the  momentum  of 
that  agreement  would  carry  it  a  long  way,  until  you  would  strike  a 
succession  of  hard  years,  when  each  fellow  was  trying  to  save  him- 
self, a  situation  which  has  not  arisen  in  the  steel  business,  I  take  it, 
since  1901. 

Mr.  Temple.  Although  it  is  a  matter  of  public  comment  and  a 
matter  of  publication  in  the  press  that  one  of  the  large  producers  of 
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steel  went  out  the  other  day  and  announced  that  they  proposed  to 
slash  prices. 

Mr.  Gardner.  Of  course,  there  have  been  those  occasional  excep- 
tions which  prove  the  rule. 

Mr.  Bartlett.  And  that  created  the  necessity  for  an  immediate 
meeting,  either  at  a  luncheon,  or  dinner,  or  somewhere  else,  did  it  not? 

Mr.  Temple.  You  know,  I  am  a  farmer. 

Mr.  Bartlett.  I  judge  so. 

Mr.  Temple.  And  I  am  operating  a  little  industrial  trust  of  my 
own. 

Mr.  Bartlett.  Is  it  not  a  fact  that  Judge  Gary  made  a  speech  at  a 
luncheon,  which  was  referred  to  in  the  press  the  other  day,  in  which 
he  referred  to  this  former  associate  that  had  cut  prices  ? 

Mr.  Temple.  I  did  not  see  that.  My  reading  ,of  the  papers  now- 
adays is  confined  mostly  to  the  baseball  news,  in  which  I  am  vitally 
interested,  and  for  the  last  two  weeks  as  to  whether  I  would  be 
obliged  to  change  my  politics  from  the  Democratic  Party  to  the 
Republican  Party,  owing  to  the  fact  that  when  we  had  for  the 
first  time  in  years  gotten  into  power,  my  own  party  seems  to  be  hand- 
ing to  me,  as  a  member  of  that  party,  something  that  I  raise  and 
sell — a  lemon — in  the  form  of  free  trade  in  lemons.     [Laughter.] 

Mr.  Gardner.  How  long  have  you  been  retired  from  the  business? 

Mr.  Temple.  I  retired  from  active  business  in  1905. 

Mr.  Gardner.  And  since  that  time  have  you  kept  yourself  pretty 
well  posted,  up  to  date,  as  to  what  has  been  going  on?  I  mean,  you 
have  continued  your  interest  in  it;  I  mean  not  nnancially? 

Mr.  Temple.  Mr.  Gardner,  my  interest  has  been  more  along  the 
line  of  watching  closely  these  industrial  combinations,  their  suc- 
cesses, their  failures,  and  their  troubles.  That,  I  will  say  frankly, 
has  been  the  thing  that  I  have  studied  more  closely,  in  my  absence 
from  the  general  business  turmoil,  than  any  other  one  thing  except 
the  welfare  of  the  producers  of  citrus  fruits. 

Mr.  Gardner.  I  do  not  know  that  I  ought  to  ask  the  question,  but 
I  am  going  to.  It  may  be  unfair,  so  I  will  say  that  it  is  something 
which  I  am  perfectly  uncertain  about,  and  it  may  be  idle  talk,  bat  I 
have  heard  this,  for  instance,  as  to  the  way  in  which  the  steel  prices 
are  maintained  in  the  present  day.  This  is  the  explanation  given 
by  a  gentleman  who  claimed  to  know — whether  he  knew  or  not  I 
do  not  pretend  to  say — that  of  course  it  was  perfectly  obvious  if  the 
Steel  Cforporation  sat  by  and  would  not  raise  prices,  that  the  other 
people  could  not  do  it. 

I  withdraw  all  that.  I  want  to  ask  this  question.  It  is  with  re- 
gard to  the  percentage  of  shipment.  I  made  some  inquiries  from  a 
Business  friend  of  mine  who  I  thought  knew  something  about  it,  and 
he  told  me  that  this  was  the  way  it  was  done.  Suppose,  for  in- 
stance, I  am  one  of  the  independent  manufacturers  of  steel  bars,  and 
I  have  been  shipping  in  excess  of  what  my  percentage  of  capacity 
would  seem  to  entitle  me  to.  For  instance,  I  would  be  entitled  to 
20  per  centj  and  I  have  been  shipping  25  per  cent ;  that  is,  calculated 
on  the  basis  of  my  capacity.  He  says  that  when  that  happened, 
pretty  soon  some  official  of  the  United  States  Steel  Corporation 
would  walk  into  my  office  and  pass  the  time  of  day,  and  oner  me  a 
cigar,  and  say,  "  Why,  Mr.  Gardner,  you  are  shipping  a  good  deal 
of  bars,  are  you  not?     Can  you  not  increase  your  output  along  otlier 
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lines  with  advantage?  It  seems  to  me  so."  And  then  he  would 
remark  again  about  the  weather,  and  then  pass  out.  Did  you  ever 
hear  any  such  description? 

Mr.  Temple.  No;  I  never  did. 

Mr.  Gardner.  Do  you  think  there  is  a  possibility  of  its  truth? 

Mr.  Temple.  There  is  always  a  possibility. 

Mr.  Gardner.  Well,  a  probability? 

Mr.  Temple.  That  I  can  not  tell.  And,  Mr.  Gardner,  when  you 
were  asking  your  question 

The  CiiAiRMAN.  Excuse  me;  I  do  not  want  to  interrupt,  but  Mr. 
Gardner  has  asked  about  a  Gary  dinner. 

Mr.  Temple.  You  know,  I  have  never  seen  the  proceedings  of 
one  of  those  Gary  dinners,  and  it  would  be  very  interesting  to  me. 

The  Chairman.  I  was  going  to  say  this.  I  do  not  want  to  inter- 
rupt you,  Mr.  Temple,  but  I  want  to  get  this  in  the  record.  Mr. 
Boiling,  could  you  tell  how  many  of  these  have  been  printed?  We 
have  a  copy  of  one  for  1908  and  one  for  1911.  Do  you  know  whether 
there  are  any  others  of  them  or  not  ? 

Mr.  BoLLiNG.  I  am  inclined  to  think  those  are  the  only  ones. 
This  third  one  is  not  proceedings  of  one  of  the  Gary  dinners,  so- 
called.  This  is  a  copy  of  the  remarks  of  Mr.  Gary  at  a  dinner  given 
to  him  in  London,  England,  by  the  governors  of  the  Iron  and  Steel 
Institute  of  Great  Britain. 

The  Chairman.  Very  well.  I  want  all  three  of  these  to  go  into 
the  record.    Let  them  be  printed  at  the  end  of  to-day's  hearing. 

(The  documents  referred  to  are  appended  to  this  hearing.) 

Mr.  Gardner.  Proceed,  Mr.  Temple. 

Mr.  Temple.  To  comment^  on  the  part  of  your  question  where  you 
said  you  were  an  independent,  I  hear  that  word  so  often,  and  it  is 
such  a  misnomer,  unless  you  take  it  to  mean  that  you  can  independ- 
ently banlirupt  yourself  without  grief  to  anybody  but  your  associ- 
ates. I  never  have  known  of  that  condition  taking  effect,  and  I 
should  not  think  it  would  be  necessary  to  go  to  the  trouble  to  take 
the  course  that  you  suggested.  If  they  are  still  issuing  statistics, 
which  I  do  not  know,  and  if  there  is  an  agreement  on  prices,  which 
1  do  not  know,  it  would  be  so  much  simpler 

Mr.  Gardner.  You  say  you  do  not  know  or  you  do  not  believe? 
You  dropped  your  voice  at  the  end  of  that  sentence  and  I  did  not 
hear  you. 

Mr.  Temple.  I  said  I  do  not  know. 

Mr.  Gardner.  I  beg  your  pardon. 

Mr.  Temple.  It  would  be  so  much  simpler,  with  those  statistics; 
before  you,  to  realize  that  you  were  out  of  balance,  that  it  would  not 
be  necessary  for  anybody  to  spend  the  time  and  go  to  the  expense  of 
giving  you  the  cigar  and  passing  the  comments  on  the  weather. 

Mr.  Gardner.  In  other  words,  you  would  know  that  he  would  be 
around  without  his  coming  around? 

Mr.  Temple.  You  would  know  that  you  were  out  of  line. 

Mr.  Gardner.  Just  one  more  thing  that  I  want  to  clear  up,  and 
that  is  all  upon  my  list.  You  said  a  little  while  ago,  in  answering 
some  question,  that  during  the  period  while  these  agreements  lasted, 
the  structural  steel  and  the  plate  and  the  other  one 

Mr.  Temple.  Shafting 
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Mr.  Gardner.  And  then  you  parenthetically  said  from  four  to 
seven  years? 

Mr.  Temple.  Yes ;  that  is,  your  evidence  here  shows  that  the  Struc- 
tural Steel  Association  was  started  in  1897,  and  I  know  it  was  dis- 
solved in  1904,  which  is  seven  years. 

Mr.  Gardner.  Yes.  .     . 

Mr.  Temple.  That  is  the  Structural,  and  the  Plate  Assocuition 
was  organized  in  1900  and  was  dissolved  in  1904,  which  was  four 
years. 

Mr.  Gardner.  The  Structural  Steel  came  in  the  middle  o^f  the  steel 
war,  did  it  not? 

Mr.  Temple.  Yes. 

Mr.  Gardner.  And  did  it  put  an  end  to  the  steel  war,  so  far  as 
structural  steel  was  concerned? 

Mr.  Teimple.  It  made  a  very  considerable  difference.  It  enabled 
them  to  keep  out  of  a  receiver's  hands.  If  you  will  allow  a  digres- 
sion, and  yet  pertinent  to  this  point,  Mr.  Carnegie  was  a  genius  in 
two  points.  In  the  first  place,  he  exceeded  any  man  I  ever  knewin 
his  ability  to  pick  a  man  from  one  place  and  put  him  in  another  with 
the  maximum  effect.  I  have  known  Mr.  Carnegie  to  pick  out  a  man 
who  to  the  world  at  large  was  an  absolute  failure  and  utterly  worth- 
less for  anything  you  could  think  of  and  put  him  in  a  position  where 
everybody  predicted  his  absolute  failure,  and  he  would  fit  just  like 
the  key  in  the  tumblers  of  a  Yale  lock.  And  then  when  Mr.  Carnegie 
had  got  through  with  him,  when  he  had  squeezed  the  orange  dry— 
and  that  was  a  way  he  had — he  would  put  that  fellow  out,  but  with 
money  sufficient  to  pay  him  for  his  work;  and  if  that  man  would 
take  up  anything  else,  almost  universfflly  he  would  be  a  failure. 
As  a  picker  of  men  for  certain  positions  I  do  not  think  Mr.  Carnegie 
has  ever  had  his  equal  in  business  history. 

His  other  point  of  genius  was  to  realize  that  the  real  time  to  extend 
your  operations  was  when  nobody  else  was  doing  it.  Whenever 
there  would  come  a  boom  in  the  steel  trade  most  steel  manufacturers 
would  start  in  and  build  new  steel  works.  They  would  have  to  pay 
the  very  highest  prices  for  the  materials  that  entered  into  those  con- 
structions on  account  of  the  boom  times,  and  about  the  time  they 
were  ready  to  operate  the  bloom  was  off^  the  peach  and  the  works 
would  have  to  he  idle.  Then  along  would  come  Mr.  Carnegie  in 
the  middle  of  the  depression  and,  with  his  wonderful  facility  for  get- 
ting money  abroad,  would  buy  this  elegant  plant  of  his  competitor 
for  one-half  or  one-quarter  or  maybe  one-tenth  of  what  it  cost  the 
other  fellow  to  put  it  up;  and  when  the  other  fellow  was  building 
Mr.  Carnegie  was  operating.  So  that  people  had  grown  rather  tired 
of  seeing  Mr.  Carnegie's  magnificent  operations  enhanced  by  their 
exemplifications  of  steel  plants  from  time  to  time,  and  they  ceased 
building  in  boom  times  and  tried  to  cut  out  the  periods  of  depression; 
and  I  think  I  can  say  that  the  structural  situation  was  so  vastly 
improved  by  the  operation  of  the  association  that  it  led  to  the  forma- 
tion of  the  other  associations  on  similar  lines. 

Mr.  Littleton.  May  I  ask  you,  there,  Mr.  Witness,  do  you  believe 
that  the  meetings  that  were  had  after  the  termination  of  the  con- 
tract in  1904.  or  after  the  termination  of  the  agreement  in  1904, 
were  as  effective  in  the  steadying  of  prices  and  avoiding  of  destruc- 
tive competition,  as  the  agreements  themselves  had  been? 
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Mr.  Temple.  I  think  so;  yes,  for  this  reason,  Mr.  Littleton:  As 
long  as  those  people  saw  each  other  from  time  to  time  and.  com- 
municated with  each  other  fully  their  ideas,  they  knew  each  what 
the  other  was  doing.  If  they  had  been  separated  for  six  months  or 
for  a  year,  this  same  specter  of  doubt  would  become  fear  when  they 
came  to  a  point  where  they  would  not  know  what  the  others  were 
doing,  and  if  some  fellow  did  manage  to  land  an  extra  amount  of 
business,  everybody  would  decide  that  they  were  going  in  to  protect 
themselves.  I  think  that  the  personal  contact  of  man  with  man  in 
competitive  lines  of  business  is  a  good  thing,  whether  you  have  it  in 
the  form  of  a  dinner,  or  what  not.  It  keeps  all  the  fellows  alive  to 
the  abilities  of  the  other  fellows,  even  as  shown  in  ordinary  conver- 
sation. 

Mr.  Littleton.  It  results  in  enlightened  cooperation,  growing  out 
of  knowledge  on  the  part  of  each  of  the  other's  business,  as  against 
the  blind  warfare  which  brought  about  these  agreements  in  1900 
and  1901. 

Mr.  Temple.  I  think  you  have  stated  it  most  tersely  and  exactly. 

The  Chairman.  Mr.  Commissioner. 

Mr.  Temple.  Mr.  Chairman. 

The  Chairman.  I  do  not  mean  to  be  offensive,  and  I  do  not  be- 
lieve you  would  suspect  that  in  the  chairman.  I  am  obliged  to  you 
for  your  very  frank  answers  to  these  questions;  but  it  appears  that 
you  believe  there  are  some  good  trusts.    Are  there  any  bad  ones  ? 

Mr.  Temple.  Mr.  Chairman,  may  I  take  that  as  an  invitation  to 
give  the  committee  some  of  my  own  personal  ideas  on  the  trust  situa- 
tion? I  was  much  interested  in  hearing  this  testimony  for  the  last 
two  or  three  days. 

The  Chairman.  We  would  be  glad  to  hear  from  you. 

Mr.  Beall..  I  certainly  would.    I  had  that  in  mind. 

Mr.  Temple.  Gentlemen,  with  your  permission,  I  thank  you.  I 
think  it  was  Mr.  Roosevelt  who  said  at  one  time  that  there  were 
good  trusts  and  bad  trusts.  I  do  not  think  Mr.  Roosevelt  ever  said 
a  truer  thing.  It  has  been  asked  time  and  time  again  how  to  dif- 
ferentiate the  good  trust  from  the  bad  trust.  I  have  studied  the  mat- 
ter very  deeply,  and  would  like  to  give  you  some  of  my  deductions 
from  that  line  of  thought. 

I  have  in  mind  three  of  the  so-called  trusts,  and  when  I  say  "  trust " 
I  mean  what  the  common  people  call  a  trust,  which  means  an  aggre- 
gation of  capital,  men,  or  plants,  or  two  or  all  three  of  them,  in  a 
certain  line  of  business  to  operate  that  business.  I  am  going  to  di- 
vide the  trusts  into  the  three  classes  as  they  appeal  to  me,  and,  with 
the  risk  of  offending  some  of  my  business  associates,  give  concrete 
examples  of  the  good,  the  semigood,  and  the  bad  trust. 

To  my  mind  any  aggregation  of  capital  or  men  or  plants  that  is 
gotten  together  for  the  purpose  of  giving,  and  that  does  actually 
give,  to  the  original  producers  from  whom  they  buy,  if  they  do  buy, 
a  fair  return  for  what  they  buy,  and  does  give  to  their  competitors, 
if  they  have  competitors,  the  benefit  of  the  golden  rule,  and  at  the 
same  time  love  their  business  to  such  an  extent  that  they  expand  and 
develop  it  by  distribution  of  their  products,  not  only  through  our 
own  country  but  over  the  world,  without  any  evil  intent  or  practice, 
I  would  call  a  good  trust.  Now',  as  I  said,  I  am  going  to  give  illus- 
trations of  all  three. 
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On  the  other  hand,  a  trust  who  is  fair  to  those  from  whom  they 
buy,  and  is  fair  to  those  to  whom  they  sell,  but  is  a  ruthless  de- 
stroyer of  their  competitors,  I  would  call  a  semigood  trust. 

The  trust  who  buys  by  grinding  down  at  all  times  the  prices  of 
the  stuff  which  they  buy,  to  whom  the  unpardonable  crime  is  compe- 
tition, and  whose  idea  in  selling  is  to  get  absolutely  the  last  penny 
they  can  squeeze  from  their  customers,  is,  to  my  mind,  the  ideal  bad 
trust.  As  I  have  stated  already,  to  my  mind,  from  conditions  as 
shown  in  the  newspapers,  the  American  Tobacco  Co.  is  an  example 
of  the  third  quality  of  trust.  It  has  been  openly  charged— and  the 
Kentucky  tobacco  districts  are  rather  confirmation  of  the  charge,  to 
my  mind— that  the  American  Tobacco  Co.,  as  an  aggregation  of  men 
and  capital,  have  made  it  a  business  to  buy  at  the  absolute  bottom 
everything  that  they  buy,  and  the  interest  and  welfare  of  the  pro- 
ducers of  their  raw  material  is  a  matter  of  absolutely  no  thought  to 
them  so  long  as  they  produce.  It  is  unnecessary  for  me  to  tell  you 
the  steps  that  they  have  taken  to  get  rid  of  competition.  It  is  also 
unnecessary  for  me  to  dwell  on  their  methods  so  far  as  the  sale  of 
their  production  is  concerned.  They,  to  my  mind,  cover  all  the  quali- 
fications of  one  of  Mr.  Roosevelt's  bad  trusts. 

For  my  second  illustration  I  would  like  to  take  the  Standard  Oil 
Co.  The  Standard  Oil  Co.  has  allowed  producers  of  raw  material 
to  live.  While  they  have  always  had  it  in  their  power  since  their 
organization  to  make  the  price  of  crude  oil  whatever  they  saw  fit  to 
make  it,  they  have  always. kept  it  at  a  price  that  at  least  allowed  the 
producer  to  live  and  to  opqn  up  new  territories.  So  far  as  the  con- 
suming public  is  concerned,  I  firmly  believe,  and  I  think  you  will 
agree  with  me,  that  the  Standard  Oil  Co.  has  been  beneficial.  They 
have  put  down  the  price  of  refined  oil,  they  have  put  down  the  price 
of  their  sales  contracts  steadily  from  the  time  they  began  business 
as  long  as  there  was  any  room  to  put  it  down.  Their  course  with 
their  competitors  I  will  not  touch  on.  It  is  that  part  of  their  career 
that  would  take  them  out  of  the  line  of  good  trusts,  to  my  mind. 

As  exemplifying  the  third  kind,  of  a  beneficial  trust,  I  will  pick 
out  the  concern  that  is  now  under  investigation,  the  United  States 
Steel  Corporation.  As  you  have  gathered  from  my  testimony,  I  have 
been  familiar  with  the  methods  or  the  steel  trade,  the  steel  producers, 
and  steel  manufacturers  since  away  back  in  1890  or  before.  Wliat  I 
am  saying,  of  course,  is  extemporaneous,  and  I  am  liable  to  lose  some 
of  my  points  and  seem  to  leave  out  something.  It  seems  to  me,  in 
addition  to  the  conditions  Ihat  I  outlined  before,  in  addition  to 
the  trusts,  I  want  to  add  another  evil,  that  of  secrecy  concerning  trade 
operations,  conditions,  and  affairs.  The  element  of  secrecy  has  been 
in  the  American  Tobacco  Co.  from  the  very  start,  as  you  well  know. 
I  doubt  if -some  of  the  people  in  there  know  their  associates'  minds. 
The  Standard  Oil  Co.  has  been  until  recently  absolutely  secret  in  all 
its  methods.    Their  star-chamber  sessions  are  well  known. 

That  brings  me  back  to  the  Steel  Corporation.  The  Steel  Corpora^ 
tion,  from  the  time  that  it  was  started,  from  the  acquisition  of  the 
Carnegie  plant,  has  courted  the  utmost  publicity.  And  in  saying  this 
I  want  to  be  put  on  record  as  being  a  man  who  has  never  owned  one 
dollar  of  the  securities  of  the  United  States  Steel  Corporation, 
although  I  will  follow  that  by  stating  that  if  I  was  sure  as  to  the  atti- 
tude o^  the  Government  toward  the  Steel  Corporation  I  would  per- 
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sonally  rather  invest  my  money  in  the  common  shares  of  the  United 
States  Steel  Corporation  to-day  than  in  any  industrial  develop- 
ment company  that  I  know  in  the  world.  The  Steel  Corporation  has 
courted  the  utmost  publicity  in  all  its  affairs.  It  has  paid  liberal 
prices  for  all  that  it  has  ever  bought,  including  the  plants  that  go  to 
make  the  combination.  It  has  held  the  umbrella  over  its  competitors 
from  the  very  start.  That  very  fact,  of  its  willingness  to  hold  the 
umbrella  over  its  competitors  instead  of  crushing  them  is  practically 
the  direct  cause  of  this  investigation  that  you  gentlemen  are  making. 
In  the  third  place,  it  has  lowered  the  average  price  of  its  steel  products 
pretty  close  to  $10  per  ton  since  it  was  organized;  and  they  have  a 
capacity  of  20,000,000  of  tons,  approximately,  a  year,  in  round  figures, 
which  means  the  throwing  away  of  $200,000,000  a  year  that  they 
might  have  gotten  as  well  as  not  if  they  had  permitted  prices  to  go  up. 

Moreover,  although  their  business  has  been  profitable,  as  you  know 
by  the  statistics  you  have  obtained  and  as  I  know  from  my  general 
information,  there  has  been  no  indication  of  any  desire  at  any  time 
for  them  to  hog  the  business  and  hog  its  profits.  If  any  corporation 
ever  organized  has  attempted  to  divide  with  the  world  at  large  the 
benefits  of  its  organization,  the  benefits  of  its  economies,  the  Steel 
Corporation  has.  They  have  listed  their  stocks,  they  have  given  the 
freest  information  about  it,  they  have  made  them  at  popular  prices — 
$100  a  share.  Anybody  can  go  any  buy.  And,  in  addition  to  that, 
they  have  almost  forced  their  employees  to  come  in  with  them  and 
become  stockholders  in  their  concern.  There  are  to-day  in  the  neigh- 
borhood of  200,000  stockholders  of  the  United  States  Steel  Corpora- 
tion, and  there  could  be  several  millions.  The  only  reason  that  there 
are  not  is  because  of  the  failure  to  buy. 

Mr.  Gaednee.  You  say  there  are  how  many  stockholders  ? 

Mr.  Temple.  I  said  about  200,000. 

Mr.  Gaednee.  You  say  there  are  not  more  on  account  of  their 
failure  to  do  what  ? 

Mr.  Temple.  I  say  the  only  reason  there  are  not  many  more  than 
that  is  on  account  of  the  failure  of  the  many  millions  to  buy  one  or 
more  shares.  Any  man,  woman,  or  child  with  $75  or  $80  can  buy  a 
share  of  United  States  Steel  common  stock. 

Mr.  Steeling.  I  think  Mr.  Perkins  said  the  other  day  that  there 
were  35,000  stockholders. 

Mr.  Bolling.  That  was  the  number  of  stockholders  who  are  em- 
ployees. 

Mr.  Temple.  There  are  over  40,000  of  their  own  employees  who 
are  stockholders,  alone.  There  are  over  200,000  stockholders  alto- 
gether; and  it  seems  to  me  that  a  corporation  that  is  operated  on 
that  line,  that  offers  freely  to  divide  with  every  voter  in  this  land 
and  give  him  his  pro  rata  of  its  profits  if  he  wants  to  buy  its  stock, 
comes,  to  my  mind,  almost  up  to  being  an  ideal  trust.  Now,  as  to  the 
benefits  of  the  trust,  there  is  no  disputing  the  fact  that  the  tendency 
not  only  in  America  but  in  the  world,  is  toward  combinations.  Peo- 
ple have  found  out  that  you  can  do  a  million  dollars  of  business  a 
year  a  good  deal  more  cheaply  per  unit  of  output  than  you  can  do 
$100,000  a  year.  They  have  found  out  that  you  can  take  a  dozen 
plants  and  put  them  under  one  management  and  have  but  one  sales 
department,  only  one  set  of  overhead  expenses,  and  only  one  set  of 
high-priced  officials,  and  it  is  a  much  cheaper  proposition  than  if 
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you  have  the  10.  For  instance,  one  of  the  greatest  cooperative  things 
we  have  in  this  country  is  the  California  Fruit  Growers'  Exchange. 
It  is  an  organization  of  the  growers  themselves,  who,  having  been 
robbed  vilely  by  middlemen  for  years  imtil  they  had  gotten  to  a 
point  of  actual  starvation,  where  their  product  was  being  sold  for 
less  than  what  it  cost  to  produce,  were  driven  to  get  together  and 
handle  their  products  on  a  cooperative  basis.  That  association  spent 
this  year  approximately  $120,000  in  advertising  all  over  this  country 
their  particular  brands  of  citrus  fruits.  It  would  be  impossible  for 
any  one  producer,  or  a  dozen  producers,  of  citrus  fruits  to  indulge 
in  any  such  campaign  as.  that,  and  yet  that  only  cost  the  California 
Citrus  Exchange  1  cent  a  box  on  their  product.  That  is  an  indication 
of  the  value  of  the  expenditure  of  large  sums  of  money,  as  we  have 
to  do  in  this  business  age,  and  the  reduction  to  a  minimum  cost  per 
unit  of  output. 

Gentlemen,  the  only  time  that  I  have  resetted  that  I  have  not  gone 
into  an  active  political  life  is  the  time  since  I  have  seen  this  com- 
mittee in  session.  If  I  had  gone  into  active  politics  and  had  been  a 
Representative  and  had  a  seat  on  this  committee,  I  would  feel  that  I 
had  an  opportunity  to  open  up  things  that  would  have  made  my 
life,  instead  of  a  useless  one,  a  life  well  spent,  because  this  committee 
is  going  to  make  history.  The  conditions  before  us  are  such  that 
they  are  absolutely  intolerable.  It  is  up  to  this  committee  to  make 
them  so  that  we  can  operate  in  these  big  directions,  within  the  law, 
in  fairness  to  each  other  and  yet  without  the  destructiveness  that 
comes  from  conditions  under  any  other  way.  And,  gentlemen,  for 
this  chance  to  declare  myself  I  thank  you  very  much. 

Mr.  Beall.  We  are  glad  to  have  heard  you. 

Mr.  Littleton.  Do  you  think  of  any  practical  way  in  which  the 
Sherman  antitrust  law  could  be  dealt  with  ? 

Mr.  Temple.  I  heard  some  one  say  here  the  other  day  that  the 
President  of  the  United  States  in  20  minutes  decided  a  legal  point 
that  the  brainiest  lawyers  in  this  country  for  several  years  liad  been 
endeavoring  to  straighten  out,  and  I  certainly  think  that  Mr.  Little- 
ton would  not  want  to  put  me  in  that  same  position. 

Mr.  Littleton.  I  asked  you  that  question  because  you  have  been 
for  the  last  few  minutes  discussing  what  to  me  is  vastly  the  most 
interesting  part  of  this  inquiry,  and  I  asked  you  because  I  thought, 
perhaps,  having  given  such  great  study  to  the  other  branch  of  the 
question,  you  could  answer  that.  You  see,  the  difficulty  with  a  man 
like  myself,  for  instance,  is  that  either  the  Sherman  antitrust  law  as 
construed  must  remain  on  the  statute  books,  and  the  dignity  and 
decency  of  the  Government  requires  it  to  be  enforced,  or  it  ought  to  be 
changed.  It  is  a  cold-blooded  question  right  in  front  of  everybody. 
So  that  I  am  trying  to  find  one  who  will  enlighten  me  as  to  how  and 
in  what  manner  that  law  ought  either  to  be  enforced  or  changed,  if  a 
change  is  required. 

Mr.  Baetlett.  Aside  from  any  legal  technicality,  can  you  not 
suggest  some  way  without  regard  to  legal  technicality  ? 

Mr.  Temple.  Mr.  Littleton,  I  want  to  say  that  if  the  Sherman 
antitrust  law  can  be  construed,  or  is  apt  to  be  construed,  into  a  law 
that  could  dissolve  the  United  States  Steel  Corporation,  taking  from 
the  steel  business  the  possibility  of  dividing  up  among  the  citizens 
in  this  country  the  enormous  profits  that  are  certain  to  come  from 
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certain  natural  resources  of  ours  in  the  form  of  ores  that  will  soon 
be  exhausted,  and  could  put  that  property  in  the  hands  of  a  single 
individual,  Mr.  Carnegie,  which  is  what  the  dissolution  of  the 
United  States  Steel  Corporation  would  mean,  it  is  a  bad  law,  just 
as  bad  as  a  bad  trust,  and  that  it  should  be  changed,  so  that  a  con- 
dition of  that  sort  is  not  possible. 

You  were  asking  the  other  day,  or  some  one  was  asking,  as  to  why 
the  Steel  Corporation  did  not  operate  its  plants  direct.  The  answer 
came  to  that  in  the  lack  of  uniformity  in  your  State  laws.  The 
Steel  Corporation  finds  itself  in  a  position  that  if  it  attempted  to 
operate  these  plants  in  different  parts  of  the  country  as  an  operating 
company,  it  would  be  in  trouble  instantly.  If  it  takes  the  other 
alternative  and  takes  all  these  plants  as  independent  plants  and  with 
independent  organizations  and  independent  boards  of  directors,  and 
makes  a  separate  business  of  them,  and  becomes  a  great  holding  com- 
pany, as  your  chairman  said,  bound  together  only  by  a  rope  of  sand, 
that  is  in  violation  of  the  Sherman  law.  So  we  come  to  Mr.  Perkins's 
statement  when  he  said  the  other  day  that  we  do  not  know  what  to 
do.  I  could  not  attempt  to  give  you  the  wording  of  a  substitute  for 
or  an  amendment  to  the  present  Sherman  antitrust  law  that  would 
cover  these  conditions;  but  I  have  endeavored  in  this  little  talk  to 
put  you  as  closely  in  contact  with  the  conditions,  and  what  they 
mean,  as  it  is  possible  for  me  to  do  so,  with  the  study  I  have  given 
it.  I  would  hail  with  the  most  terrific  apprehension  the  abrogation 
of  the  Sherman  law  without  a  substitute  for  it. 

Mr.  Littleton.  Is  it  not  a  fact  that  a  distinctly  centralized  indus- 
try, in  the  modern  form  which  it  assumes  and  has  taken,  if  it  can  be 
preserved  without  any  of  the  oppressions  on  the  outside  and  the  cor- 
ruptions on  the  inside,  is  bound  to  be  in  the  interests  of  and  for  the 
advancement  of  the  human  race  all  over  the  world  ? 

Mr.  Temple.  Absolutely.  I  will  state  without  any  fear  of  success- 
ful challenge  that  your  statement  there  is  distinctly  correct. 

Mr.  Littleton.  Now,  the  question  is,  first,  if  you  can  not  get  uni- 
formity in  the  States  so  that  you  can  have  control,  you  have  got  to 
pass  from  a  cherished  tradition  to  a  new  situation,  and  ask  the  central 
government  to  do  it. 

Mr.  Temple.  Yes. 

Mr.  Littleton.  Having  got  that  far — and  I  am  willing  to  go  that 
far,  so  far  as  I  individually  am  concerned — I  wish  to  know,  if  it  is 
possible,  in  what  manner  the  law  can  be  changed  so  that  a  clean  and 
wholesome  centralized  industry  can  be  preserved,  and  at  the  same 
time  the  oppressions  and  corruptions  be  exterminated  and  stripped 
clean  from  it. 

Mr.  Temple.  My  answer  to  that  would  be  that  the  greatest  and 
only  exemplification  of  that  absolute  fairness  that  is  so  esential  to 
corporations  of  that  kind  is  to-day,  I  believe,  outlined  in  the  United 
States  Steel  Corporation.  They  must  be  forced  to  have  their  affairs 
made  public.  Their  statements  must  be  public.  They  must  live  in  a 
glass  house  all  the  time.  There  must  be  no  chance  for  them  to  get  to- 
gether the  control  of  a  corporation  like  that — now,  railroads  are  in 
the  same  shape,  or  worse,  you  understand — so  that  a  few  men  can  get 
together  and  dominate  affairs  of  this  kind.  In  other  words,  their 
shares  must  be  sufficiently  small  in  price  so  that  the  ordinary  plain 
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citizen,  with  small  means,  might  buy  one  if  he  wants  to,  and  that 
share  must  entitle  him  to  his  profits  and  his  representation.  The 
Government  must  have  general  supervision  of  the  affairs,  if  neces- 
sary; and  I  think  it  is  desirable,  if  not  necessary,  in  a  corporation  of 
that  sort. 

Mr.  Young.  How  far  should  that  supervision  go,  in  your  judg- 
ment? 

Mr.  Temple.  I  think  there  is  hardly  any  extent  at  which  you  could 
stop  it.  I  think  it  has  been  stated  here  that  some  people  were  even 
in  favor  of  going  to  the  point  where  the  Government  should  fix  the 
price  at  which  the  products  should  be  sold.  I  do  not  believe  in  that, 
for  this  reason.  Suppose  that  the  Government  should  fix  the  price 
of  steel  products  to-day,  and  they  were  familiar  with  the  costs  of  the 
United  States  Steel  Corporation,  and  should  fix  an  arbitrary  basis  of 
prices  on  those  costs;  you  would  have  one  of  two  things.  They 
would  either  fix  profits  at  so  high  a  rate  that  everybody  would  claim 
they  were  being  robbed,  or  they  would  fix  the  profits  so  low  that, 
with  the  low  costs  of  the  Steel  Corporation  operating  on  the  profits 
you  would  fix,  they  would  undersell  every  competitor  that  they  had, 
to  the  point  j)f  putting  them  out  of  business.  That  is  the  thing  you 
have  to  bear  in  mind. 

Mr.  Young.  Right  there,  if  the  Steel  Corporation  by  its  great  or- 
ganization can  produce  cheaper  than  anybody  else,  if  that  organi- 
zation was  increased  in  size,  so  that  it  embraced  everybody,  would  not 
that  tend  to  still  lower  costs  of  production  ? 

Mr.  Temple.  Yes. 

Mr.  Young.  And  if  the  Government  fixed  the  price,  there  would 
be  no  danger  of  oppressing  the  people,  would  there?  Do  not  under- 
stand that  I  am  favoring  this  scheme. 

Mr.  Temple.  I  understand;  but  I  see  the  drift  of  your  question. 
If  I  may  take  you,  in  answering  that  question,  literally,  that  where 
you  say  the  people  you  mean  the  great  consumer,  every  taxpayer 
and  voter  in  the  country,  I  would  say  yes ;  but  what  are  you  going  to 
do  with  those  60  to  100  independents  that  have  got  their  money  in- 
vested in  these  plants,  and  have  got  their  partners;  are  you  going 
to  drive  them  to  the  wall  and  bankrupt  them? 

Mr.  Young.  No  ;  but  if  there  was  such  Government  control  as  to 
prevent  monopolizing  and  oppression,  so  that  no  evil  was  to  come  in 
that  way,  would  not  the  effect  of  this  thing  be  that  all  of  these  inde- 
pendents would  come  in  and  become  a  part  of  the  organization  ? 

Mr.  Temple.  Mr.  Young,  if  the  Government  had  not  said,  in  no 
uncertain  tones,  to  manufacturers,  under  the  Sherman  antitrust  law, 
"  When  you  produce  60  per  cent  or  more  in  your  line  of  business,  you 
are  going  out  of  business,"  I  have  an  idea  that  the  Steel  Corporation 
would  control  the  entire  business  of  the  United  States  today,  with- 
out any  hardships  to  anybody. 

Mr.  Young.  Yes,  but  you  can  understand  that  whatever  the  Steel 
Corporation,  with  its  perfect  organization,  would  or  would  not  do, 
the  people  of  this  country  would  never  bear  to  trust  the  entire  Steel 
business  of  this  country  to  one  corporation  in  the  faith  that  that  or- 
ganization would  treat  the  customers  fairly,  unless  there  was  some 
Government  control  over  that  question  of  prices. 

Mr.  Temple.  Mr.  Young,  if  the  Government  allowed  the  Steel 
Corporation  or  any  other  corportion  to  absorb  all  its  competitors,  the 
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fixing  of  the  price  by  the  Government,  as  a  hardship  or  a  danger, 
would  fall  absolutely,  for  the  very  reason  that  I  have  just  stated.  If 
the  law  was  such  that  a  corporation  could  absorb  all  its  competitors, 
the  Government  could,  in  connection  with  that  law,  with  good  faith, 
carry  a  condition  to  fix  those  prices,  because  there  would  be  no  com- 
petitors to  be  injured,  and  they  M-ould  protect  the  consumer. 

Mr.  Young.  Yes;  but  is  there  not  this  evil,  this  danger,  in  any 
such  attempt  as  that?  There  are  a  great  many  more  consumers  than 
there  would  be  stockholders  under  any  such  scheme  of  a  corporation. 
You  would  make  the  question  of  price  a  political  question.  Would 
not  the  inevitable  result,  if  there  was  just  one  concern  in  this  busi- 
ness, and  the  Government  was  fixing  the  price,  be  that  the  pressure 
of  the  consumers  would  be  so  great  on  all  the  officials  of  the  Gov- 
ernment who  were  looking  to  these  consumers  for  votes,  that  they 
would  gradually  press  down  that  price  to  a  point  where  the  pro- 
ducers could  not  live,  and  at  the  same  time  would  there  not  be  the 
same  pressure  to  raise  the  wages  of  every  employee  in  the  business; 
and  would  not  the  corporation,  under  such  a  situation  as  that,  find 
itself  ground  between  the  upper  and  lower  millstones?  Would  not 
the  thing  prove  impracticable,  in  other  words  ? 

Mr.  Temple.  Mr.  Young,  what  you  say  as  to  the  amount  of  profit 
to  be_  made,  and  the  one  party  wanting  it  put  down  and  the  other 
wanting  it  put  up,  and  so  sacrificing  this  corporation — does  not  that 
appeal  to  you  as  being  on  the  line  of  what  is  jokingly  called  Irish 
socialism.  The  Irishman,  you  will  remember,  came  home,  and  he  said 
to  his  wife,  "  Bridget,  I  have  joined  a  new  society,  and  it  is  the 
greatest  thing  in  the  world."  "  What  is  it?  "  "  It  is  the  socialists." 
"  What  do  they  believe  in  ?  "  "  There  is  a  thousand  dollars  for  every 
man,  woman,  and  child  in  America.  We  ain't  got  ours.  The  three 
kids  ain't  got  theirs.  We  are  going  to  divide  it  all  up,  and  take  that 
thousand  dollars  apiece,  and  we  will  have  $5,000  amongst  us."  "  What 
will  you  do  with  it?  "  "  I  will  spend  it."  "  Then  what  will  you  do 
when  it  is  spent  ?  "  "  We  are  going  to  divide  all  over  again." 
[Laughter.] 

Now,  is  not  the  danger  of  dividing  all  over  again,  or  dividing  the 
first  time,  eternally  present?  And  yet  we  do  not  look  on  it  as  a 
menace.  And  as  to  the  matter  of  shoving  these  competitors  down  to 
where  there  would  be  a  loss  in  operation,  that  can  be  fixed  originally, 
if  necessary,  by  making  it  a  percentage  above  the  actual  cost  and 
keeping  a  tabulation  of  those  costs  and  making  it  one  of  the  elements 
of  a  bureau  of  the  Government  to  keep  those  costs. 

Mr.  Young.  Then,  you  do  not  look  upon  this  as  a  practical  danger  ? 

Mr.  Temple.  No,  sir ;  I  do  not. 

Mr.  Young.  There  are  one  or  two  questions,  aside  from  this  great 
question,  that  I  want  to  ask  you.  When  you  were  conducting  these 
pools 

Mr.  Temple.  We  call  them  associations. 

Mr.  Young.  Well,  associations.  You  stated  in  reply  to  Mr.  Gard- 
ner, in  effect,  that  the  members  were  always  there  and  nobody  was 
absent.    Who  represented  the  Carnegie  Co.  in  those  meetings  ? 

Mr.  Temple.  Sometimes  Mr.  Schwab,  before  the  Steel  Corporation 
was  formed;  after  the  formation  of  the  Steel  Corporation,  usually 
Mr.  H.  P.  Bope,  their  general  sales  manager. 
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Mr.  Young.  Did  not  Mr.  Schwab  often  represent  the  Carnegie  Co. 
after  the  formation  of  the  Steel  Corporation  ?  .    ^        -u 

Mr.  Temple.  No  ;  he  had  nothing  to  do  with  the  Carnegie  Co.  after 
the  formation  of  the  Steel  Corporation,  and  I  do  not  think  he  was 
ever  present  at  a  meeting  after  the  formation  of  the  Steel  Corpora- 
tion. 

Mr.  Young.  Are  you  sure  he  was  not  ? 

Mr.  Temple.  I  would  not  swear  that  he  was  or  was  not,  but  to  the 
best  of  my  recollection  and  belief  he  was  never  there. 

Mr.  Young.  The  term  "  gentlemen's  agreement "  has  cut  some  fig- 
ure during  this  investigation,  and  I  have  been  convinced  by  hearing 
the  gentlemen  speak  of  that  matter  that  no  two  gentlemen  mean  the 
same  thing  by  a  gentlemen's  agreement. 

Mr.  Tejiple.  Not  when  they  make  the  agreement  with  each  other, 
they  do  not.    [Laughter.] 

Mr.  Young.  I  think  that  is  equally  true  when  they  speak  of  it  in 
this  committee.  What  do  you  understand  when  you  use  the  term 
yourself  ? 

Mr.  Temple.  A  gentlemen's  agreement? 

Mr.  Young.  Yes.    What  do  you  understand  it  to  be? 

Mr.  Temple.  My  understanding  of  the  term,  which  I  think  is  the 
general  acceptance  of  the  term,  is  when  two  or  more  gentlemen  get 
together  and  agree  on  a  certain  line  of  action,  and  make  each  other 
promises — especially  when  there  are  only  two  gentlemen,  instead  of 
many,  for  the  purpose  of  acting  as  witnesses — it  is  called  a  gentle- 
men's agreement,  a  thing  that  depends  on  their  word  only. 

Mr.  Young.  The  idea  is  that  it  is  an  agreement 

Mr.  Temple.  Yes,  sir. 

Mr.  Young.  Which  can  not  be  enforced  by  law  ? 

Mr.  Temple.  Yes ;  or  any  other  way. 

Mr.  Young.  I  noticed  that  the  chairman  in  questioning  you  re- 
ferred to  this  situation,  which  occurred  after  the  dissolution  of  these 
associations,  when  there  were  still  reports  made  and  meetings  held, 
as  "  gentlemen's  agreements."  Were  they  gentlemen's  agreements 
within  the  definition  that  you  have  just  given? 

Mr.  Temple.  I  do  not  remember  that  that  question  was  put  to  me 
in  that  way;  because  there  was  no  agreement,-  express,  written,  or 
implied,  at  those  meetings,  except  so  far  as  their  reporting  their 
statements  to  the  statistician  of  the  association  was  concerned. 

Mr.  Young.  Then  you  would  not  regard  them  as  gentlemen's  agree- 
ments ? 

Mr.  Temple.  No  ;  no  agreement  of  any  kind,  except  the  agreement 
to  make  these  reports — which  was  a  gentlemen's  agreement,  m  that  it 
was  one  merely  by  word  of  mouth. 

Mr.  Young.  Do  you  think  that  a  governmental  body,  for  instance 
something  like  the  Interstate  Commerce  Commission,  could  be  formed 
by  law,  which  would  be  wise  enough 

Mr.  Temple.  And  honest  enough 

Mr.  Young.  Yes. 

Mr.  Temple.  Because  there  would  be  great  temptation 

Mr.  Young.  I  do  not  think  there  would  be  much  danger  about  that. 

Mr.  Temple.  There  would  be  great  temptation  on  the  members  of 
a  body  of  that  sort. 
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Mr.  Young  (continuing).  Which  would  be  wise  enough,  and  we 
will  say  honest  enough,  to  take  control  of  this  great  business  and  fix 
prices  in  the  way  we  have  been  talking  about  ? 

_Mr.  Temple.  Yes,  sir;  I  believe  it  is  not  only  possible  but  not  a 
difficult  matter.  I  do  not  believe  you  could  get  gentlemen  to  serve 
on  that  commission  for  $2,500  a  year  apiece,  for  instance,  who  would 
be  of  any  great  value  to  you. 

Mr.  Young.  No.  Have  you  been  a  student  of  the  operations  of  the 
Interstate  Commerce  Commission,  and  of  its  success  or  nonsuccess  in 
handling  railroad  rates? 

Mr.  Temple.  Yes,  sir;  I  have  been  a  student  to  a  certain  extent. 
For  instance,  I  can  not  understand  why  it  isj  and  the  Interstate  Com- 
merce Commission  have  not  been  able  to  inform  me  satisfactorily 
why  it  is,  or  how  it  is  fair,  that  the  State  of  California  shall  ship 
oranges  to  Denver  at  a  certain  price  per  box  per  car,  and  then  move 
them  to  St.  Louis  without  any  extra  charge,  and  from  there  to 
Kansas  City  without  any  extra  charge,  and  from  Kansas  City  to 
Louisville,  from  Louisville  to  Cincinnati,  from  Cincinnati  to  Pitts- 
burgh, from  Pittsburgh  to  Philadelphia,  from  Philadelphia  to  New 
York,  and  from  New  York  to  Boston,  when  we  in  Florida  ship  our 
oranges  of  the  same  weight  to  destination  and  have  to  pay  extra 
money  every  time  we  move  them — and  they  do  not  pay  a  cent  after 
they  move  them. 

Mr.  Young.  That  is  simply  one  specific  criticism. 

Mr.  Temple.  It  is  a  matter  in  which  I  happen  to  be  specifically  in- 
terested, and  it  therefore  stands  out  in  large  glowing  letters  before 
my  mind. 

Mr.  Bartlett.  Was  that  before  the  act  of  1908,  in  reference  to  the 
long  and  short  haul,  or  afterwards  ? 

Mr.  Temple.  That  is  to-day,  sir. 

Mr.  Young.  Have  you  made  complaint  to  the  commission  of  that  ? 

Mr.  Temple.  Yes,  sir;  and  the  commission  briefly  answers,  through 
Mr.  Prouty,  to  the  effect  that  the  virtue  of  that  commission  lies  in  the 
fact  that  the  railroads  will  not  be  allowed  to  charge  high  enough 
rates  to  pay  exorbitant  returns  on  their  investment ;  and  that  if  the 
transcontinental  roads  haul  their  freight  three  times  as  far  for  less 
money  as  the  Atlantic  seaboard  roads  haul  our  freight,  and  thereby 
lose  money  on  it,  it  is  not  in  their. province  to  force  our  railroads  to 
lose  money  also. 

Mr.  Young.  In  referring  to  the  Interstate  Commerce  Commission, 
what.  I  really  wanted  to  get  at  was  whether,  in  your  judgment,  the 
success  or  nonsuccess  of  that  commission  had  been  such  as  to 
strengthen  your  faith  in  the  control  of  corporations  and  in  the  fixing 
of  the  prices  of  great  corporations  engaged  in  other  businesses. 

Mr.  Temple.  Yes,  sir.  I  will  say  in  answer  to  that  question  that  it 
is  the  very  fact  that  the  Interstate  Commerce  Commission  has  accom- 
plished as  much  as  it  has,  handicapped  as  much  as  it  has  been  in  the 
past,  that  makes  me  so  confident  that  a  similar  commission  could 
handle  this  other  affair  equally  as  well. 

Mr.  Gardner.  Are  the  salaries  high  enough  m  the  Interstate  Com- 
merce Commission  ? 

Mr.  Temple.  No,  sir ;  they  are  not  high  enough  by  four  to  one. 

Mr.  Gardner.  That  is,  to  get  men  who  are  competent?  Is  that 
one  of  the  handicaps  under  which  it  has  been  resting? 
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Mr.  Tesiple.  I  think  so.  You  want,  in  a  position  of  that  kind, 
men  who  are  equally  skilled  with  their  adversaries ;  and  you  can  not 
get  them  for  the  price.  It  looks  like  an  awful  sum  of  money,  but 
look  at  the  awful  sum  of  money  involved  on  the  other  end. 

Mr.  Bartlett.  And  the  problems  that  they  have  to  investigate,  too. 

Mr.  Littleton.  If  that  is  all,  Mr.  Chairman,  I  suggest  that  we 
excuse  the  witness. 

The  Chair3ian.  Mr.  Temple,  we  are  very  grateful  to  you,  not  only 
for  your  prompt  and  candid  answers  to  all  questions,  but  for  your 
A'ery  interesting  remarks  touching  a  matter  of  vital  interest  to  the 
committee. 

Mr.  Temple.  Mr.  Chairman,  I  thank  you  and  your  comrnittee  for 
the  opportunity  that  has  been  given  me  and  the  easy  way  in  which 
I  have  been  treated  in  this  hearing. 

Mr.  Banceoet.  Mr.  Chairman,  by  your  courtesy,  I  wish  to  present 
a  statement  on  behalf  of  the  International  Harvester  Co.,  to  correct 
the  many  errors  of  fact  in  the  so-called  Townsend  report,  and  I  ask 
that  it  may  be  made  a  part  of  the  record  of  the  proceedings  of  this 
honorable  committee. 

The  Chairman.  Without  objection,  it  will  be  so  ordered. 

(The  statement  presented  by  Mr.  Bancroft  is  as  follows:) 

Chicago,  August  10,  1910. 
To  the  Hon.  A.  0.  Stanley,  chairman,  and  Memlers  of  the  House  Committee 

on  Investigation  of  the  United  States  Steel  Corporation. 

Gentlemen:  In  tlie  proceedings  before  you  on  July  26,  1911,  there  was 
received  in  evidence  an  unsigned  document  suid  to  be  a  copy  of  a  report  con- 
cerning tbe  International  Harvester  Co.  made  to  the  Attorney  General  in 
December,  1906,  by  the  assistant  United  States  district  attorney  for  North 
Dakota.  The  legal  conclusions  and  inferences  of  the  report  are  based  upon 
Btatements  of  fact  which  are  notoriously  inaccurate  and  false.  Its  statements  as 
to  the  condition  of  the  agricultural-implement  trade  In  1902,  the  organization  of 
the  International  Harvester  Co.,  and  its  effect  upon  the  trade  are  demonstrably 
•erroneous,  owing,  doubtless,  to  the  limited  time  and  facilities  for  the  investi- 
gation mjide  nearly  five  years  ago.  Therefore,  I  deem  it  due  to  your  honorable 
committee,  as  well  as  to  the  International  Harvester  Co.,  that  these  errors  should 
not  remain  uncorrec-ted  upon  your  record?,  and  that  the  true  facts  should  be 
presented.  The  general  inaccuracy  of  the  report  is  indicated  by  its  misstate- 
ment even  of  the  names  of  the  company's  president,  chairman  of  the  board,  and 
of  the  voting  trustees  (pp.  S28,  829,  830),  although  their  names  were  widely 
known  and  a  matter  of  public  record  for  four  years  before  the  report  was  made. 

The  following  statements  are  based  mainly  upon  my  personal  examination  of 
original  documents  and  records  and  the  sworn  testimony  of  trustworthy  wit- 
nesses : 

I.  The  Tbaue  in  Habvesting  Machines  Pbiob  to  1902. 

The  original  grain-cutting  machine  was  first  sold  about  1840.  From  it  was 
developed  the  perfected  reaper,  then  the  reaper  with  the  mechanical  rake,  then 
the  Marsh  harvester,  and,  in  1875,  the  wire  binder,  and  finally,  by  the  Appleby 
invention  in  1879,  the  twine  binder,  which  soon  thereafter  was  put  upon  the 
market  and  sold  to  the  farmer  for  $360;  In  the  early  eighties  the  price  had 
fallen  to  $240,  and  in  1891,  with  the  expiration  of  the  basic  patents,  the  cur- 
rent price  to  the  farmer  was  $140. 

Since  that  time  any  person  or  corporation  might  build  and  market  a  complete 
self-binder  without  paying  a  royalty  to  any  existing  harvester  company. 

In  the  succeeding  10  years  the  harvester  was  still  further  improved  and  the 
retail  price  had,  in  1901-,  with  intermediate  fluctuations,  fallen  to  $125.  That 
was  its  retail  price  when  the  International  Harvester  Co.  was  organized,  in 
1902,  and  that  price  was  not  increased  for  six  years  thereafter,  in  spite  of  the 
marlied  increase  of  material  and  labor  costs  during  that  period. 
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It  is  common  and  familiar  history  that  the  invention  of  these  machines,  more 
than  any  other  single  factor,  has  contributed  to  the  prosperity  of  the  farmers 
made  possible  the  rapid  opening  of  the  new  western  territories,  and  produced 
the  marvelous  agricultural  development  and  wealth  of  the  United  States.  No 
other  farm  machine,  tool,  or  appliance  is  so  useful  or  returns,  in  proportion  to 
its  cost,  such  profits  to  the  farmer. 

It  is  also  common  knowledge  that  no  other  machine,  implement,  or  utensil 
which  the  farmer  buys  is  sold  relatively  at  such  a  low  price.  Although  the  self- 
binder  is  made  up  of  many  remarkable  inventions — now  public  property— and 
contains  more  than  1,200  separately  formed  parts— the  complicated  knotting 
apparatus  alone  containing  over  50  pieces — it  is  sold  to  the  American  farmer 
to-day  for  $125 ;  and  it  costs  him  less  even,  per  pound,  than  the  gang  plow,  the 
sulky  plow,  or  cook  stove,  or  the  walking  cultivator,  or  the  other  simple  Imple- 
ments constructed  of  wood  and  steel. 

II.  Patent  Rights. 

The  fundamental  basis  for  all  the  report's  charges  of  monopoly  in  harvesting 
machines  is  the  assertion  that  "  the  essential  device  of  a  harvester  is  the  knot- 
ter.  *  *  *  Now,  all  known  knotting  devices  are  still  protected  by  patent 
rights."     (Record,  p.  826.) 

This  statement  Is,  and  v/as  when  made,  notoriously  erroneous.  The  life  of  a 
patent  is  17  years.  The  knotting  device  was  patented  by  Appleby  in  1879,  and, 
as  every  farmer  knows,  there  has  been  no  radical  change  in  the  knotting  de- 
Vices  or  in  the  general  type  of  the  self-binder  since  1891 — 20  years  ago. 

That  neither  the  knotter  nor  any  other  essential  part  of  the  self-binder  is 
protected  by  patents  is  proven  and  emphasized  by  the  facts  that  this  year 
Deere  &  Co.,  a  $50,000,000  corporation,  has  put  out  500  binders,  the  Minnesota 
State  Prison  has  sold  650  binders,  and  the  J.  I.  Case  Thresher  Co.  has  made 
an  experimental  binder — all  of  which  are  imitations  of  the  International's 
Diodels. 

Upon  this  error  the  report  bases  the  charge  (p.  831)  that  by  the  several 
sales  of  their  properties  by  the  five  harvester  companies  to  the  International 
they  "permanently  disqualified  themselves  from  further  participation  in  the 
business,"  because  they  no  longer  had  the  patents  under  which  alone  these 
machines  could  be  constructed ;  and  this  is  described  as  "  one  of  the  most 
serious  effects  of  the  transaction."  Tet  the  plain  and  indisputable  fact  is  that 
any  one  of  the  vendor  companies  is  now,  and  at  all  times  since  the  sale  has 
been,  absolutely  free  to  reenter  the  business  and  manufacture  these  very  types 
of  binders  precisely  as  Deere  &  Co.  and  the  Minnesota  State  Prison  are  now 
doing.  Therefore  no  monopoly  as  charged  was  or  is  possible,  any  more  than  In 
plows  or  harrows  or  hoes. 

The  report  attempts  to  distinguish  between  harvesters  and  all  other  farming 
implements  because  there  are  in  the  latter  "  no  existing  patents  affecting  the 
essential  parts  of  the  machines."  The  only  patents  in  force  relate  "  to  some 
device  calculated  to  add  to  the  convenience  of  their  use  " ;  and  therefore,  the 
report  adds,  "  a  plow  trust  could  not  make  harvesters,  because  the  essential 
device  of  harvesters  is  protected  by  patent"  (p.  827). 

The  actual  facts  destroy  the  entire  theory  of  the  report :  The  largest  manu- 
facturers of  plows  in  the  world  are  making  harvesters !  And  they  are  copy- 
ing the  International's. 

The  charge  that  the  company  furnishes  no  incentive  to  improvements  in 
these  machines  (p.  834)  is  equally  erroneous.  On  the  contrary,  it  maintains  a 
large  and  active  staff  of  inventors,  experimenters,  and  inspectors — far  larger 
than  ever  existed  before — at  an  annual  cost  of  over  $850,000 ;  and  it  has  added 
many  improvements  to  the  machines  and  has  greatly  increased  their  efficiency 
and  durability. 

III.  Haevestee  Teade  Conditions  in  1902. 

The  report  states  that  the  harvester  trade  prior  to  1902  "  had  developed  along 
lines  of  normal  and  healthy  competitive  industry"  (p.  825).  The  facts  were 
exactly  the  contrary.  Every  implement  manufacturer  acquainted  with  those 
conditions  knows  that  they  were  most  exceptional,  unusual,  and  abnormal. 

For  a  decade  before  1902  the  harvesting-machine  business  was  thoroughly  de- 
moralized. Trade  rivalry  had  become  a  bitter,  wasteful,  ruinous  warfare  of  a 
sort  never  known  in  any  other  business.  It  did  not  exist  in  the  tillage  or 
seeding  implements  or  vehicle  trade.     Competition  was  not  fair  and  business- 
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like,  such  as  the  law  encourages,  but  was  a  "  guerrilla  war,"  seeking  and  causing 
the  ruthless  ruin  of  competitors.  It  produced  unfair  discriminations  between 
customers  and  wasteful  losses  to  dealers  and  manufacturers.  It  was  so  vin- 
dictive that  farmers  were  induced  by  one  company  to  repudiate  completed  pur> 
chases  from  a  competitor  by  promises  of  protection  against  suits  for  breaking 
their  contracts.  It  gave  to  the  prominent,  rich,  and  shrewd  purchasers  reduc 
tions,  rebates,  and  concessions  which  were  made  up  by  higher  prices  to  the 
average  purchasers.    It  had  grown  In  intensity  with  the  years. 

The  report  refers  with  admiration  to  the  "  inventive  and  commercial  genius  " 
employed  in  this  industry  and  to  their  "  abundant  reward."  It  does  not  refer 
to  the  failures.  From  first  to  last  more  than  200  firms  and  corporations  had 
engaged  in  manufacturing  these  machines,  but  only  a  few  shared  that  "  abun- 
dant reward.'  Out  of  that  large  number  less  than  a  score  had  survived  in  1901. 
All  the  rest  had  failed  or  retired  from  the  struggle,  and  of  the  few  survivors 
aU  save  the  strongest  were  on  the  verge  of  bankruptcy.  Aultman-Miller  &  Co. 
was  practically  insolvent.  The  Minneapolis  harvester  was  out  of  the  trade  and 
in  the  hands  of  creditors.  The  Piano  Co.  had  paid  no  dividends  for  years.  The 
Milwaukee  Co.  was  seeking  a  purchaser,  and  the  Warder,  Bushnell  &  Glessner 
Co.  faced  steadily  decreasing  profits. 

Only  the  two  strongest  companies,  the  McCormick  and  Deering,  could  reason- 
ably hope  to  survive  if  those  conditions  continued.  All  that  they  had  accumu- 
lated in  the  lifetimes  of  their  founders  was  invested  in  their  respective  busi- 
nesses, and  might  yet  be  lost  in  the  hazards  of  that  fierce  struggle;  and  each 
realized  that  its  survival  depended  upon  obtaining  larger  resources  and  facilltiea 
and  protecting  its  supply  of  iron,  lumber,  and  other  raw  materials. 

The  report  erroneously  states  (p.  827)  that  the  small  number  of  makers  of 
harvesting  machuiery  was  due  to  the  few  patented  knotting  devices.  On  the 
contrary,  the  number  had  been  large  but  had  been  reduced  by  the  rigor  of  the 
struggle.    Patents  and  the  patent  law  had  absolutely  nothing  to  do  with  it. 

Such  was  the  condition  of  the  trade  when  the  International  was  organized. 

IV.  Facts  as  to  the  Organization  and  Pukpose  op  the  International  Hae- 

VESTEE  Co. 

(a)  The  report  charges  that  the  International  Harvester  Co.  was  organized 
to  create  a  monopoly  through  the  patents  on  the  knotters,  and  thus  to  maintain 
It  to  the  Injury  of  farmers  and  competitors. 

Precisely  the  contrary  is  true;  and  all  the  facts  in  relation  to  the  conditions 
and  purposes  of  the  organization  have  been  fully  and  frankly  disclosed  under 
oath  by  the  persons  acquainted  with  the  facts,  in  the  case  now  pending  in  the 
supreme  court  of  Missouri. 

Under  the  conditions  in  the  harvester  trade  existing  in  1902,  it  was  obvious 
to  all  the  harvester  companies  that  unless  they  could  reduce  the  cost  of  produc- 
tion, prices  would  have  to  be  raised,  or  they  would  have  to  go  out  of  business. 

Mr.  Perkins  planned  the  organization  of  the  company,  and  carried  It  out 
through  separate  and  independent  purchases  of  the  properties  of  five  harvester 
companies.  His  plan  in  organizing  the  International  was  to  reduce  the  cost  of 
production  by  increasing  the  number  of  farm  machines  manufactured,  so  that 
there  would  be  an  all-year  instead  of  a  six-months'  manufacturing  and  selling 
season,  as  was  the  case  in  the  harvester  trade  as  then  carried  on.  This  would 
give  steady  employment  to  both  manufacturing  and  sales  organizations,  and 
would,  it  was  expected — and  did,  in  fact — result  in  such  economies  of  produc- 
tion and  distribution  that  the  low  level  of  prices  at  which  harvesting  machines 
were  then  sold,  might  be  maintained  in  the  face  of  the  rising  prices  of  raw 
materials  and  labor. 

(6)  The  report  states  that  the  plan  was  to  merge  the  five  companies  In  a 
new  corporation,  created  for  that  purpose,  paying  the  stockholders  of  the  old 
companies  in  the  capital  stock  of  the  new,  "  to  the  amount  of  their  respective 
interests,  as  determined  by  the  appraisements " ;  and  that  its  total  capital 
"was  about  $15,000,000  in  excess  of  the  aggregate  of  the  inventories"  (p.  829). 

On  the  contrary,  there  was  no  merging  of  the  old  companies  in  the  new  com- 
pany. Each  of  them  is  in  existence  to-day,  and  has  no  Interest  in  the  Interna- 
tional or  its  properties,  nor  has  the  International  any  interest  in  any  of  them. 
The  Milwaukee  Co.  is  affiliated  with  it  through  a  community  of  stockholders 
and  not  otherwise. 

Neither  is  it  true  that  all  these  properties  were  to  be  paid  for  in  stock.  The 
Champion  stockholders  received  $2,000,000  in  stock  and  $1,500,000  In  cash,  and 
the  Milwaukee  property  was  paid  for  entirely  in  cash. 
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The  capital  stock  of  the  International  Harvester  Co.  was  $120,000,000,  and 
was  fully  paid  for;  $60,000,000  was  paid  in  cash,  for  working  capital,  and  the 
balance  was  issued  in  payment  for  the  plants  and  tangible  properties,  patents, 
trade-marks,  and  good  will  of  the  five  harvester  companies,  and  the  organiza- 
tion expenses;  whereas  the  tangible  properties  of  four  of  the  companies  were 
appraised  by  disinterested  appraisal  companies  at  more  than  $64,000,000. 
There  was,  and  is,  no  water  in  its  stock. 

Of  the  working  capital,  $20,000,000  in  cash  was  invested  by  persons  who  had 
never  been  interested  in  any  harvester  company,  and  the  remainder  was  paid 
for  in  cash  by  certain  stockholders  of  the  Deering,  McCormick,  and  Piano  com- 
panies. There  was  no  balan(^e,  and  therefore  none  was  placed  upon  the  market, 
as  the  report  erroneously  charges  (p.  830). 

(c)  The  report  states  that  none  of  the  owners  of  the  old  companies  desired 
to  retire  from  the  harvester  business,  but  that  their  only  purpose  was  to  con- 
solidate their  properties. 

The  facts  are  directly  to  the  contrary.  The  organizers  of  the  company,  Mr. 
Perkins  and  his  New  York  associates,  were  not  engaged  in  that  business,  but 
desired  to  enter  it  The  officers  and  stockholders  of  the  Milwaukee  Co.  were  in 
the  business  but  desired  to  retire,  and  did  retire,  from  it.  The  officers  and 
owners  of  the  Piano  Co.  were  in  the  business  and  desired  to  retire  from  it ;  and 
all  except  Mr.  Jones  did  retire.  All  the  officers  and  stockholders  of  the  Cham- 
pion Co.,  including  Gov.  Bushnell,  its  president  (except  J.  J.  Glessner,  Its  vice 
president),  desired  to  retire,  and  upon  receiving  cash  for  their  share  of  the  pur- 
chase price  did  immediately  retire. 

(d)  The  report  says  (p.  830)  that  "each  of  the  constituent  companies  was 
represented  on  the  board  of  directors." 

This  is  not  true.  No  former  office  of  the  Milwaukee  Co.  was  on  the  board; 
and  the  companies  were  not  "  constituent,"  because  their  corporate  identities 
continued  wholly  independent  and  distinct  from  the  International  Harvester  Co. 
after  they  conveyed  to  it  their  properties,  and  the  International  Harvester  Co. 
was  wholly  independent  of  them. 

The  representatives  of  the  old  companies  did  not  make  up  the  board  of  di- 
rectors of  the  International  Harvester  Co. ;  nor  did  any  of  them  know,  in  ad- 
vance, who  the  directors  would  be.  Mr.  Perkins  organized  the  company,  chose 
Its  name,  and  the  members  of  the  first  board  of  directors,  and  of  the  18  mem- 
bers only  9  had  theretofore  been  engaged  in  the  harvester  business. 

(e)  The  tabulated  statement  as  to  the  distribution  of  the  $120,000,000  stock 
Is  incorrect. 

It  omits  entirely  the  $20,000,000  of  stock  issued  for  cash  to  Mr.  Perkins  and 
his  associates,  and  mistakenly  charges  that  Mr.  McCormick  received  stock  in 
payment  for  the  Milwaukee  Co. 

(/)  The  charge  that  $5,000,000  was  paid  to  J.  P.  Morgan  &  Co.  for  services, 
and  that  this  was  a  suspicious  circumstance,  is  also  untrue. 

The  total  amount  paid  for  organization  expenses  of  every  kind,  including 
all  appraisal,  counsel,  and  attorneys'  fees,  was  $3,451,803,  and  was  paid  as 
above.  The  insinuation  of  the  report  is,  therefore,  unwarranted;  and  the  ab- 
sence of  watered  stock  betokens  a  lawful  corporation,  which  has  acquired  its 
property  in  good  faith  and  for  legitimate  purposes. 

(g)  The  report  states  that  it  was  the  understanding  of  the  vendor  com- 
panies "  that  all  of  them  should  convey  their  plants,  or  none  of  them." 

The  fact  is  otherwise.  The  property  of  the  Milwaukee  Co.  was  bought  out- 
right; and  the  sale  of  no  property  was  contingent  upon  the  purchase  of  the 
others. 

{h)  While  the  report  contains  an  ingenious  and  able  discussion  of  the  legal 
questions,  its  arguments  and  conclusions  are  based  upon  these  fundamental 
and  vital  mistakes  of  fact. 

The  report  contains  other  misstatements,  such  as  the  alliance  of  the  Inter- 
national Harvester  Co.,  with  the  "  steel  trust,"  the  "  coal  trust,"  the  "  railroad 
trust,"  the  "  bank  trust,"  etc.,  ^charges  obviously  without  foundation,  and  ab- 
solutely untrue.  The  International  has  no  allianec  with  any  other  corporation 
whatsoever  (p.  835). 

V.  The  Conduct  or  the  International  Haevestee  Co. 

We  gladly  adopt  this  company's  conduct  as  the  best  evidence  of  the  purposes 
of  its  organization.    That  purpose,  the  report  charges,  "  was  to  destroy  compe- 
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tition  not  only  in  harvesLing  implements,  but  other  farming  implements  as  well  " 
<p.  S33).     The  alleged  evidences  of  this  purpose  are  given  as  follows: 

(a)  Purchased  plants:  That  it  purchased  and  closed  competing  plants.  This 
is  vintrue. 

Not  a  single  purchased  plant  was  closed. 

The  facts  of  the  subsequent  purchases  are:  In  January,  1003,  it  purchased 
the  plant  and  tangible  properties,  but  not  the  bills  or  accounts  receivable,  of 
D.  M.  Osborne  &  Co.,  because  the  Osborne  Co.  had  a  line  of  valuable  tillage 
implements  which  the  company  did  not  have,  and  its  plant  was  very  advan- 
tageously situated  in  the  East,  for  the  export  trade.  It  bought  the  plants  and 
property  of  the  "  Minnie  "  Co.  and  the  Aultman  Miller  Co.  later,  not  because  of 
their  competition,  for  they  were  both  practically  out  of  the  trade,  but  to  secure 
for  other  purposes  factories  then  idle  or  only  partly  employed.  The  Aultman 
Miller  Co.  was  bankrupt  at  the  time,  in  the  hands  of  a  receiver,  from  whom  the 
purchase  was  made  through  another  company  organized  by  certain  stockholders 
of  the  international. 

The  "  Buckeye "  machines  were  not  at  all  equal  in  efficiency  to  the  other 
types,  and  the  property  was  purchased  not  because  of  the  harvesting  machines, 
but  for  the  value  of  the  plant  as  an  advantageous  factory  for  other  lines,  and 
it  has,  since  the  purchase,  been  devoted  to  the  manufacture  of  tractors  and 
farmers'  automobiles  and  auto  buggies.  The  Minnie  Co.  was  also  out  of  the 
trade,  because  its  binder,  built  to  use  grass  twine,  was  a  failure.  Its  plant 
was  purchased,  not  for  its  harvester  or  its  business  in  harvesters — because 
both  were  practically  valueless — but  because  the  factory  was  in  the  right  loca- 
tion for  the  manufacture  of  binder  twine  from  American-grown  flax,  and  it  has 
«ver  since  been  used  for  this  purpose.  America  was  then  spending  for  im- 
ported manila  and  sisal  fibers  about  $20,000,000  a  year  to  be  used  in  making 
binder  twine.  If,  as  this  company  believed,  an  equally  pood  binder  twine  could 
be  made  from  American-grown  flax,  that  amount  could  be  saved  annually  to 
the  American  farmers.  The  flax  straw,  which  was  then  a  waste  product, 
would  become  valuable,  and  the  flax  binder  twine  could  be  sold  at  a  lower 
price.  The  company  has  spent  more  than  $1,000,000  in  experimental  work  at 
this  factory.  Although  it  has  produced  a  flax  binding  twine  which  operates 
successfully  on  any  binder,  it  has  thus  far  failed  of  complete  success,  because 
neither  Government,  State,  nor  privately  employed  chemists  have  yet  been 
able  to  discover  a  method  of  treating  flax  fiber  so  as  to  protect  it  from  grass- 
hoppers and  crickets.  No  other  company  would  have  pressed  such  an  investi- 
gation, or  could  possibly  have  afforded  to  do  so.  It  is  hoped  and  believed  that 
this  sole  obstacle  will  yet  be  removed. 

The  Keystone  Co.  was  an  insignificant  competitor  in  the  binder  line,  but  had 
an  excellent  line  of  hay  tools  which  the  International  Harvester  Co.  desired  to 
acquire. 

Not  one  of  the  above  plants  was  abandoned  or  closed  or  dismantled,  as  the 
report  charges.  On  the  contrary,  every  plant  acquired  has  been  not  only 
operated,  but  enlarged.  The  making  of  harvesters  has  been  centralized  to  secure 
greater  economy  of  production,  but  each  plant  is  giving  employment  to  more 
persons  than  before  the  purchase. 

(b)  Types  of  binders  not  abandoned:  The  report  charges  that  of  the  five 
brands  of  harvosler.s  originally  obtained,  three  types  "were  totally  abandoned. 
*  *  »  The  Milwaukee,  Piano,  and  Champion  have  passed  out  of  existence" 
(p.  S33). 

On  the  contrary,  more  "  Milwaukee  "  binders  are  made  every  year  than  were 
made  by  the  Milwaukee  plant  the  year  of  its  purchase,  and  the  "  Piano  "  and 
"Champion"  are  still  made  in  large  quantities — as  large  as  can  be  sold.  The 
same  is  true  of  the  Osborne.  All  these  six  types  of  machines  are  sold  through- 
out the  United  States,  and  the  repairs  for  them  are  obtainable  everywhere. 
Not  only  this,  but  even  in  the  case  of  the  less  efficient  and  little-sold  "  Keystone  " 
and  the  old  "  Buckeye  "  and  "  Minnie  "  binders,  repairs  have  been  and  are  fur- 
nished by  the  International  wherever  and  whenever  they  were  called  for.  This 
statement  that  the  manufacture  of  all  except  the  "  McCormick,"  "  Deering."  and 
■"  Osborae "  binders  and  mowers  had  been  abandoned-  seems  inexcusable,  be- 
cause the  contrary  could  and  can  be  learned  of  any  general  implement  dealer  in 
any  city  in  the  United  States. 

Coupled  with  that  gross  error  is  the  other  that  "  no  one  can  renew  the  com- 
petition by  manufacturing  any  of  the  abandoned  types  because  the  International 
Harvester  Co.  retains  the  patent  rights"   (p.  834).    As  already  stated,  there 
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are  no  patents  covering  any  essential  part  of  any  type  of  self-binder  owned  by 
this  company. 

(c)  Alleged  unfair  practices  against  competitors:  The  report  says  that  there 
was  "but  little  competition  left  to  destroy"  (p.  S3-t). 

On  the  contrary,  the  facts  are  that  there  remained  in  1903  four  active  com- 
petitors in  the  harvester  trade — the  Johnston  Harvester  Co.,  the  Walter  A. 
Wood  Co.,  the  Acme  Harvester  Co.,  and  the  Adriance-Platt  Co.,  which  at  that 
time  had  enjoyed  about  15  per  cent  of  the  trade  in  binders.  They  and  four 
other  manufacturers  of  mowers  had  about  20  per  cent  of  the  trade  in  mowers 
in  the  United  States.  Since  that  time  the  business  and  the  share  of  the  trade 
of  those  competitors  has  steadily  increased  to  25  per  cent  in  the  binder  trade 
and  to  35  per  cent  in  mowers.  Furthermore,  the  number  of  competitors  in  the 
binder  trade  has  recently  been  increased  by  three — the  Independent  Harvester 
Co.,  Deere  &  Co.,  and  the  Minnesota  State  Prison.  Besides  these,  the  great 
"  Harvester  Trust  "  of  Canada — Mas&ey,  Harris  &  Co. — has  bought  the  Johnston 
Harvester  Co.  and  is  preparing  to  enter  strongly  into  the  American  trade,  and 
the  J.  I.  Case  Thresher  Co.  is  doing  experimental  work  upon  a  binder.  lu 
mowers  these  same  new  companies  and  others  have  strongly  increased  the 
competition.  The  result  is  that  the  International's  per  cent  of  the  business  ir* 
these  two  lines  has  been  falling  instead  of  increasing,  so  that  to-day  the  Inter- 
national manufactures  less  than  75  per  cent  of  the  grain  binders  and  reapers 
and  less  than  65  per  cent  of  the  mowers.  And  its  portion  of  the  trade  is  certain 
to  be  still  further  reduced.  Deere  &  Co.  and  the  Minnesota  State  Prison  fac- 
tory will  make  substantial  increases  next  year,  the  prison  announcing  that  it 
will  build  3,000  binders  and  9,000  mowers  for  1912. 

On  pages  834,  835,  there  is  a  very  imaginative  representation  of  the  manner 
in  which  the  competition  of  the  Acme  Harvester  Co.,  particularly^ in  Kansas, 
was  being  overcome,  with  a  final  intimation  that  the  Acme  is  no  longer  an 
Independent  company.  The  statements  and  the  insinuation  are  untrue.  Every 
one  of  the  harvester  companies  named  above  as  competitors  is  entirely  inde- 
pendent. In  a  long  and  vigorous  attack  upon  the  International  Harvester  Co. 
of  America  by  the  attorney  general  of  Kansas,  which  began  in  1908  and  ended 
by  a  decision  of  the  Supreme  Court  in  1910,  that  whole  State  was  searched  for 
evidence  of  misconduct;  but  no  evidence  was  found  to  sustain  any  of  these 
charges. 

(d)  Rebates:  The  charge  of  rebates  from  the  railroads  and  of  special  con- 
cessions from  the  United  States  Steel  Corporation  and  of  fraudulent  practices 
toward  the  local  dealers  are  all  likewise  untrue.  This  company  did  not  then^ 
receive,  nor  has  it  since  received  any  rebates  of  any  kind  from  any  railroad. 
The  concession  by  the  United  States  Steel  Corporation  on  sheet  steel  used  in 
manufacture  for  export  trade  is  only  $1  per  ton,  and  Is,  I  am  informed, 
granted  by  that  company  to  all  its  purchasers  alike.  In  the  last  seven  years 
the  International  has  purchased  from  the  United  States  Steel  Corporation  only 
10  per  cent  of  Its  total  consumption,  while  it  has  purchased  from  competitors 
of  the  United  States  Steel  Corporation  during  that  time  over  30  per  cent  per 
annum— the  remainder  being  manufactured  by  the  International's  subsidiary,, 
the  Wisconsin  Steel  Co. 

(e)  Binder  twine:  The  charge  of  a  "  Binder- twine  Trust"  between  the  In- 
ternational and  the  Plymouth  Cordage  Co.  is  absolutely  false.  These  com- 
panies have  been  constant  and  vigorous  competitors,  and  they  are  to-day.  The 
International  has  to  compete  not  only  with  the  Plymouth  and  half  a  dozen 
smaller  twine  manufacturers,  but  also  with  the  product  of  seven  State  peni- 
tentiary twine  mills  operated  by  prison  labor.  These  facts  are  so  notorious 
that  the  charge  is  absurd. 

Equally  erroneous  is  the  charge  that  the  quality  of  the  twine  has  been  im- 
paired. How  could  the  International,  if  it  made  an  inferior  product,  success- 
fully compete  for  eight  years  against  all  its  strong  competitors— not  only  those 
using  free  labor,  but  also  those  using  prison  labor?  The  fact  :s  that  its  twine 
runs  14  to  14*  twists  to  the  foot  and  never  has  been  excelled. 

The  report 'further  charges  that  this  company's  standard  twine  "  contains 
about  8  to  10  per  cent  of  New  Zealand  fiber  and  18  per  cent  of  oil."  Some 
New  Zealand  fiber  was  used  prior  to  1908,  but  it  did  not  injure  the  twine. 
That  fiber  is  used  exclusively  in  Australia  and  New  Zealand,  and  very  largely 
In  Europe,  for  binder-twine  manufacture,  and  for  the  past  three  or  four  years 
It  has  cost  more  than  sisal  or  manila.  . 

The  charge  of  an  excessive  use  of  oil  is  also  untrue.  Oil  is  always  used  m 
the  manufacture  of  twine  for  the  purpose  of  facilitating  the  working  of  the 
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fiber,  and  to  make  the  twine  smooth  and  protect  it  from  the  elements  and  Insects. 
The  International  twine  contains  less  oil  than  was  used  by  the  Deering  and 
Osborne  Cos.  when  they  operated  those  plants.  The  usual  amount  is  15  per 
cent,  but  fully  one-third  of  this  disappears  in  the  process  of  making,  so  that 
the  finished  twine  has  less  than  10  per  cent  of  oil,  instead  of  18  per  cent  as 
charged. 

The  wholesale  price  of  binder  twine,  f.  o.  b.  factory,  for  the  last  10  years  are 
as  follows,  carload  lots  being  one-fourth  of  a  cent  less. 

[From  official  Cordage  Trade  Journal.] 


Sisal. 

Stand- 
ard sisal. 

stand- 
ard ma- 
nila. 

Manila. 

Pure, 
manils. 

1902.                                                   

.1 

lui 

10 

10 

I 

6i 

11 
101 
lOi 
10 
10 
9J 

?l 

el 

11 

13i 

12 

12J 

12 

12 

15 

1903                                                                      

13 

1904     .                          

13i 

1905                                                                     

laj 

1906 

13 

1907 

14 

190S                                                                             

13 

1909           .                     

10 

1910                                                                               ..   .. 

7! 

9 

1911 

8} 

Thus,  since  the  International  entered  the  twine  trade,  the  prices  have  steadily 
fallen ;  the  wholesale  price  of  sisal  twine  has  fallen  from  11  cents  to  6i  cents 
a  pound,  and  of  manila  from  13|  cents  to  7J  cents  a  pound. 

(/)  Manufacture  of  new  lines.  An  investigator  must  be  hostile  indeed  when, 
in  pursuit  of  restraints  of  competition,  he  complains  of  an  Increase  of  competi- 
tion in  other  lines  of  agricultural  implements.  Yet  that  Is  precisely  what  the 
report  does.  Although  the  International  purchased  plants  which  manufactured 
only  binders,  reapers,  mowers,  corn  harvesters,  buskers  and  shredders,  and 
rakes,  it  had  the  hardihood  to  disregard  the  report's  classification  of  agricul- 
tural Implements,  and  to  engage  "  in  making  cultivators,  harrows,  manure 
spreaders,  war-ons,  cream  separators,  gasoline  engines,  and  various  other  imple- 
ments in  addition  to  harvesting  machinery"  (pp.  836,  837). 

It  is  as  guilty  when  it  increases  the  competition  as  when  it  lessens  it,  because 
the  investigator  is  satisfied  that  the  company's  purpose  is  to  monopolize  the 
market  "  in  everything  that  the  farmer  buys." 

■\^'hat  are  the  facts?  This  company  has  gone  into  the  manufacture  of  these 
new  lines  for  the  purpose  of  keeping  its  factories  busy  all  the  year  round  and 
for  the  purpose  of  furnishing  to  the  International  "  of  America  "  articles  that 
will  have  a  12  months'  selling  season.  But  in  not  one  of  these  new  lines  has 
it  monopolized  or  attempted  to  monopolize  the  market.  In  not  one  of  them  does 
it  manufacture  more  than  40  per  cent  of  those  made  in  the  United  States,  and 
in  most  of  them  it  makes  less  than  25  per  cent,  and  the  average  of  its  share  in 
the  total  output  of  agricultural  implements  in  the  United  States  in  the  lines 
made  by  it  (excepting  binders,  reapers,  and  mowers)  Is  not  over  25  per  cent. 

(g)  Effect  upon  prices:  The  report  charges  that  prices  have  been  largely 
increased,  the  retail  prices  rigidly  fixed,  terms  made  less  liberal,  facilities  of 
distribution  impaired,  and  that  the  prices  charged  are  excessive  (pp.  837-839). 

These  very  important  statements  are  all  and  each  demonstrably  erroneous. 

The  facts  are  these:  Prior  to  the  organization  of  the  International  all 
harvester  companies  sold  binders,  mowers,  and  other  harvesting  tools  on  com- 
mission, and  they  naturally  fixed  the  prices  at  which  their  agents  should  sell. 
The  agency  contracts  required  sales  to  be  made  at  such  prices,  and  forbade 
the  agents  to  sell  the  goods  of  any  competitor. 

But  the  International  agency  contracts  have  contained  neither  provision 
since  1905,  nor  were  they  enforced  before  that  time.  Its  contracts  fix  only  the 
net  price  at  which  the  agent  has  to  account  for  the  machines  when  sold.  The 
selling  prices  are  fixed  freely  by  the  agent,  exactly  as  every  merchant  fixes  the 
price  of  his  commodities. 

Now,  as  then,  machines  are  sold  on  liberal  terms  of  credit,  with  a  less  price 
for  cash  than  on  time.  Now,  as  then,  expert  services  are  freely  furnished. 
And   the    facilities  of    distribution — general    agencies,    warehouses,   transfer 
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houses,  and  local  agencies — are  much  more  numerous  now  ttian  then.  The 
statement  that  the  company  "  fixes  an  invariable  price  at  which  the  machine 
shall  be  sold  by  local  dealers  "  is  not  true  in  fact  or  in  effect.  The  prices  to 
the  farmers  of  binders  and  mowers  are  no  more  uniform  than  the  prices  of 
sugar,  salt,  and  flour  to  the  farmers,  or  than  of  butter,  wheat,  and  corn  when 
sold  by  the  farmers. 

The  influence  of  the  International  Harvester  Co.  on  prices  of  harvesting  ma- 
chinery has  been  to  prevent  increases  rather  than  to  cause  them.  During  the 
period  1902  to  1907  the  prices  of  steel  and  iron  and  hard  and  soft  wood,  which 
entered  so  largely  into  the  production  of  these  machines,  had  increased  on  the 
average  more  than  30  per  cent,  and  the  wages  of  labor  employed  in  its  factories 
had  increased  fully  17  per  cent.^  Xet  during  that  period  there  was  no  increase 
in  the  prices  of  these  necessary  machines.  They  continued  as  low  as  during  the 
intense  and  bitter  "  harvester  war." 

The  only  increase  was  first  made  for  the  season  of  1908,  and  amounted  to 
only. 7  per  cent.  During  that  same  period,  1902  to  1908,  the  prices  of  other 
agricultural  implements,  which  the  International  did  not  manufacture,  had 
increased  from  15  to  20  per  cent — as  every  large  farmer  and  implement  dealer 
knows.  Although  the  cost  of  labor  is  still  over  20  per  cent  higher  than  in  1902, 
the  material  costs  have  materially  lessened  in  the  past  two  years  (though  still 
above  those  of  1902),  and  the  company  has  announced  a  corresponding  reduction 
of  about  5  per  cent  in  harvester  prices  for  1912. 

If  the  investigator  could  not  discover  the  well-known  and  widely  published 
market  prices  of  these  machines,  he  certainly  could  not  learn  the  private  figures 
of  the  individual  businesses  of  harvester  companies  during  the  period  1879  to 
1902.  His  statements  upon  that  subject  and  upon  the  cost  of  production  are 
imaginary. 

If  the  cost  of  manufacturing  a  binder  is  only  $57,  as  the  report  charges, 
why  does  the  Minnesota  prison  factory,  with  prison  labor  and  no  interest  charge 
on  its  investment,  sell  its  binders  at  from  $100  to  $110? 

(ft.)  Earnings  and  dividends:  But  the  best  and  conclusive  evidence  that  its 
prices  are  not  only  relatively  but  absolutely  low  is  in  its  earnings  and  di- 
vidends. Its  total  earnings  from  its  organizataion  in  1902  to  December  31,  1910, 
amounted  only  to  an  average  of  7.62  per  cent  per  annum,  and  the  total  dividends 
paid  (including  the  stock  dividend  in  1910)  have  averaged  only  5.92  per  cent 
per  annum ;  and  this  on  capital  stock  which  was  fully  paid  for  in  money  or 
money's  worth.  During  the  first  six  years  of  its  operations  its  earnings  aver- 
aged only  6  per  cent  per  annum  and  its  dividends  less  than  4  per  cent  per 
annum.  The  recently  increased  earnings  came  from  the  expansion  of  the  new 
lines  and  in  foreign  business  in  1909  and  1910.  In  1903  the  International  manu- 
factured only  grain  binders,  reapers,  mowers,  rakes,  corn  harvesters,  corn 
buskers,  shredders,  and  shockers,  its  principal  lines  being  grain  binders,  mowers, 
and  rakes ;  its  total  foreign  business  was  about  $12,000,000,  and  its  entire  busi- 
ness of  about  $50,000,000  was  wholly  in  the  old  lines.  In  1910  its  domestic  busi- 
ness in  the  new  lines  and  in  steel  and  fiber  sales  amounted  to  $29,000,000 ;  and  its 
foreign  business  had  grown  to  $34,000,000 — had  nearly  tripled  in  seven  years. 

(i)  Foreign  prices  of  American  machines:  And  finally  we  come  to  that 
perennial,  indestructible,  and  ever-recurring  falsehood  that  agricultural  im- 
plements are  being  sold  abroad  cheaper  than  at  home.    The  Government  may 

1  The  precise  figures  are  as  follows: 


Materials. 

Contract  prices. 

Contract  prices. 

Increase, 

Pig  iron: 

1901-2. 

1907. 

Per  cent. 
63.7 

S14  50  per  ton 

S21.40  per  ton 

47.6 

Steel 

S_.35     per    hundred- 
weight. 

S20perM 

S1.665    per    hundred- 
weight. 

$37.60  perM 

23.3 

Lumber: 

44.2 

$26.50  per  M 

S37.60pprM ,... 

$15  per  M 

47.0 

SO  per  M 

66.6 

$0,365  per  yard 

3S.1 

"Wages:  Average  wage  per  hour,  combining 
time  and  pieceworir. 

1902. 

17.6 
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send  trained  experts  to  obtain  the  prices  at  which  these  very  machines  are 
sold  in  France,  Germany,  Hungary,  Russia,  and  Sweden;  their  reports  may 
be  printed  and  freely  distributed  as  public  documents;  yet  it  seems  utterly 
impossible  to  make  the  truth  known.  The  facts  are — though,  for  obvious 
reasons  the  American  manufacturer  does  not  wish  to  exploit  them  to  the  in- 
jury of  his  foreign  trade — that  nowhere  in  the  world  is  the  self-binder  sold  to 
the  farmer  at  as  low  a  price  as  in  the  United  States.  The  results  of  our 
Government's  investigation  of  foreign  prices  were  published  in  the  Daily  Con- 
sular and  Trade  Reports;  French  prices,  in  the  issues  of  February  22,  1909 
(No.  3413)  ;  prices  in  Germany,  Denmark,  Sweden,  Hungary,  Russia,  and 
Siberia,  March  31,  1909  (Ko.  3420;  and  in  Great  Britain,  April  8,  1909  (No. 
3450).  These  reports  show  that  while  the  American  farmer  was  buying  the 
six-foot  self-binder  for  $125,  the  same  machine  was  sold  in  Great  Britain  for 
$135.16;  in  France  for  $173.70;  in  Germany  for  $203;  in  Denmark  for 
$167.50;  in  Sweden  for  $160.80;  in  South  Russia  for  $168.95;  in  North  Russia 
for  $180.25,  and  in  West  Siberia  for  $187.98.  So,  also,  as  to  reapers,  mowers. 
and  rakes.  And  the  wholesale  price  charged  and  received  by  the  American 
manufacturer  is  greater  on  the  exported  machines. 

In  Canada,  also,  the  wholesale  and  retail  prices  of  binders,  mowers,  and 
most  other  agricultural  implements  are  higher  than  in  the  United  States. 

la  some  articles  of  American  manufacture,  Europe  is  sometimes  used  as  a 
dumping  ground,  and  at  such  times  the  foreign  price  is  below  the  American. 
But  this  is  not  true  as  to  harvesting  machines,  and  it  has  never  been  true  since 
the  organization  of  this  company.  The  reason  for  this  is  as  demonstrable  as 
the  fact:  These  machines  are  American  inventions,  and  by  reason  of  their  his- 
tory, above  given,  they  have  always  sold  at  exceptionally  low  prices.  Their 
production  has  been  a  marvel  of  Ingenuity  and  economy,  as  their  original  In- 
vention was  one  of  the  most  valuable  contributions  yet  made  to  the  welfare  of 
mankind. 

Respectfully   submitted. 

Edward  A.  Banckoft, 
General  Counsel  of  International  Harvester  Oo. 

Mr.  Baetlett.  Mr.  Chairman,  I  have  in  my  hand  certain  data 
furnished  by  the  Steel  Corporation  in  response  to  requests  made 
during  the  progress  of  the  hearing.  The  first  is  a  list  of  companies 
in  no  way  affiliated  with  the  United  States  Steel  Corporation  in 
which  Judge  Gary  is  a  director,  and  the  second  is  a  list  oi  the  United 
States  Steel  Corporation  and  other  companies  affiliated  therewith 
in  which  Judge  dary  is  a  director. 

Then,  here  is  one  marked  "  List  of  directors  for  the  following 
companies,"  marked  "  1  "  in  one  corner. 

The  Chairman.  Mr.  Boiling  has  a  list  of  them  there.  Have  you 
not  a  list  of  all  the  papers? 

Mr.  BoLLiNG.  Yes. 

The  Chaieman.  You  can  file  it  with  the  stenographer. 

Mr.  Baetlett.  There  are  five  documents,  in  addition  to  the  two  I 
have  mentioned,  which  I  wish  it  to  appear  are  produced  by  the  Steel 
Corporation  in  response  to  a  request  made  during  the  progress  of  the 
hearing. 

Mr.  BoLLiNG.  The  list  is  as  follows : 

No.  1.  List  of  directors  in  subsidiary  companies  of  the  United  States  Steel 
Corporation,  produced  in  response  to  a  request  contained  in  a  letter  from  Mr. 
Stanley  to  Mr.  Trimble. 

No.  2.  Ore  and  coal  reserves  of  the  Union  Steel  Company,  requested  at  page 
70  of  hearing  No.  2,  Judge  Gary's  testimony. 

No.  3.  Properties  of  developed  iron-ore  mines  held  under  leases  and  in  fee,  re- 
quested at  page  108,  hearing  No.  3,  Judge  Gary's  testimony. 

No.  4.  Average  prices  received  for  principal  classes  of  steel  products  exported 
during  the  last  five  years,  requested  at  page  96,  hearing  No.  3,  Judge  Gary's 
testimony. 

No.  5.  Tonnage  of  principal  classes  of  steel  products  exported  during  the 
Tast  five  years,  requested  at  page  101,  hearing  No.  3,  Judge  Gary's  testimony. 
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(The  documents  above  referred  to  are  as  follows :) 

List  of  companies  in  no  way  affiliated  with  United  States  Steel  Corporation  in 
which  E.  H.  Gary  is  a  director. 


Capital  stock 
(issued). 

Bonded  debt 
outstanding. 

BANKS. 

New  York  Trust  Co 

S3, 000, 000 
2,098,756 
1,400,000 

20,000,000 

3,000,000 

50,000 

3,000,000 

176,271,300 
180,000,000 
45,237,041 

35,870,000 
17,184,000 
5, 000  000 
3,000,000 
140,000,000 
3,000,000 

Chatham  &  Phenix  National  Bank,  New  York 

Astor  Trust  Co.,  New  York 

Continental  &  Conunercial  National  Bank,  Chicago 

Continental  &  Commercial  Trust  &  Savings  Bank,  Chicago 

Gary-Wheaton  Bank,  Wheaton.  Ill 

Merchants  Loan  &  Trust  Co.,  Chicago 

EAILBOAD  COMPANIES. 

Erie  Railroad  Co 

111238,297,747 
'219,  .383, 600 
•69,379,000 

11,148,000 
6,406,300 

TflldROTI  A-  'M^r]h^t.ta.T\  "R.p.ilroa^  i^Q 

MISCELLANEOUS  COMPANIES. 

Allis-Chalmers  Co 

American  Steel  Foundries 

Blaugas  Co.  of  America 

Home  Insurance  Co 

United  States  Natural  Gas  Co 

'  June  30, 1910.  '  Mar.  31, 1911. 

Unless  otherwise  noted,  the  figures  given  are  as  of  December  31, 1910. 

United  States  Steel  Corporation  and  other  companies  affiliated  therewith  in 
which  E.  H.  Gary  is  a  director,  showing  capitalization  and  l)onded  debt  of 
same  as  of  Dec.  SI,  1910. 


Names. 


Capital  stock 
outstanding. 


Bonded  debt 
outstanding. 


Remarks, 


United  States  Steel  Corporation . 
Carnegie  Steel  Co.  (N.  J. ) 

Carnegie  Steel  Co.  (Pa.) 

H.  C.  Trick  Coke  Co 

Bessemer  &  Lake  Erie  R.  B.  Co. 
The  Pittsburgh,  Bessemer  &  Lake 

Erie  R.  R.  Co. 
The  Youghiogheny  Northern  Ry. 

Co. 

Pittsburgh  Steamship  Co 

Mount  Pleasant  Water  Co 

Trotter  Water  Co 

Federal  Steel  Co 

Illinois  Steel  Co , 

Chicago,  Lake  Shore  &  Eastern 
Ry.  Co.  and  subsidiary  com- 
panies. 

United  States  Coal  &  Coke  Co 

Gary  Land  Co 

The  Lorain  Stoel  Co 

Minnesota  Steel  .Co 

The  National  Tube  Co.  (of  Ohio). 

United  States  Steel  Products  Co.. 

Minnesota  Iron  Co 

The  Duluth  &  Iron  Range  R.  R. 

Co. 
Elgin,  Joliet  &  Eastern'Ry.Co... 
Connellsville  &  Monongahela  Ry. 

Co. 
National  Tube  Co 

National  Tube  Works  Co 

Shelby  Steel  Tube  Co 

1  Common. 


fi  $508, 302, 500. 00 

I  2  360,281,100.00 

65,250,000.00 

50,000,000.00 

20,000,000.00 

500,000.00 

■  110,000,000.00 

2  2,000,000.00 
400,000.00 

7,880,000.00 
150,000.00 
850,000.00 

■  146,484,300.00 
2  63,260,900.00 

18,650,600.00 
9,400,000.00 


2,000,000.00 

10,000.00 

3,000,000.00 

1,000,000.00 

16,000,000.00 

2  3,000,000.00 

100,000.00 

16,500,000.00 

3,000,000.00 

10,000,000.00 
700, 000. 00 

140,000,000.00 

2  40,000,000.00 

150,000.00 

2  50,000.00 

18,151,600.00 

2  5,000,000.00 


1465,189,500.00 
160,250,000.00 

1,164,000.00 

1,133,000.00 

4,030,000.00 

15,269,000  00 


Of    this    total    $159,957,000    are 
owned  by  United  States  Steel. 


4,391.000.00 


375,000.00 


16,668,000.00 
9,000,000.00 


11,232,000.00 

10.000,000.00 
874, 000. 00 


2  Preferred. 
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Vnitod  States  Steel  Corporation  and  other  companies  affiliated  therewith  in 
which  E.  H.  Gary  is  a  director,  showing  capitalization  and  bonded  debt  of 
same  as  of  Dec,  SI,  1910 — Continued. 


Names. 


Capital  stock 
outstanding. 


Bonded  debt 
outstanding. 


Bemarks. 


American  Steel  &  Wire  Co.  (N.  J.), 

American  Steel  &  Wire  Co.   of 

Alabama. 

Troy  Steel  Products  Co 

Edgar  Zinc  Co 

American  Land  Co 

The  Newburgh  &  South  Shore 

Ry.  Co.       ^ 

The  American  Mining  Co 

American  Sheet  &  Tin  Plate  Co... 

American  Bridge  Co.  (N.  J.) 

American    Bridge   Co.    of  New 

York. 

Empire  Bridge  Co 

The  New  Jersey  Steel  &  Iron  Co. . 
Tennessee  Coal,  Iron  &  Railroad 

Co. 


Birmingham  Southern  Railroad 
Co. 

Union  Steel  Co 

Sharon  Tin  Plate  Co 

Clairton  Steel  Co 

Lake  Superior  Consolidated  Iron 
Mines. 


I J50, 000,000.00 

2  40,000,000.00 

100,000.00 

900,000.00 
1,000,000.00 

200,000.00 
1,600,000.00 

1,000,000.00 

■24,600,000.00 

2  24,600,000.00 

10,000,000.00 

100,000.00 

3,000,000.00 

47,200.00 

'32,629,997.50 

2  124,600.00 


'600,000.00 
2  600,000.00 

20,000,000.00 

800,000.00 

3,600,000.00 

29,887,449.00 


J78,000.00 


1,100,000.00 


2,000,000.00 


13,808,000.00 
178,600.00 


}  326,500.00 

36,728,000.00 


1  Alabama  Steel  &  Shipbuilding 
/  Co.;  preferred  stock  guaranteed. 
Potter  Ore  Co.,  first  mortgage 
bonds;  hall  of  Issue,  the  bonds 
behig  guaranteed  jointly  by 
T.c.  I.  &  R.  R.  Co.  and  Be- 
publlc  Iron  &  Steel  Co. 


5,885,000.00 


X  Common. 


« Preferred. 


List  of  directors  for  the  following  companies. 

Carnegie  Steel  Co.  (New  Jersey)  :  E.  H.  Gary,  J.  A.  FarreU,  Thomas  Murray, 

D.  G.  Kerr,  A.  C.  Dinkey,  J.  H.  Reed,  Thomas  Morrison,  A.  R.  Hunt,  D.  M. 
Clemson,  H.  P.  Bope,  W.  W.  Blackburn,  W  C.  McCausland. 

Union  Steel  Co.:  E.  H.  Gary,  W.  E.  Corey,  D.  G.  Kerr,  Richard  Trimble, 
W.  J.   Filbert. 

Clairton  Steel  Co. :  E.  H.  Gary,  W.  E.  Corey,  Richard  Trimble,  A.  C.  Dinkey, 
W.  C.  McCausland,  W.  W.  Blackburn,  James  J.  Campbell. 

Federal  Steel  Co. :  E.  H.  Gary,  J.  A.  Farrell,  Richard  Trimble,  Thomas  Mur- 
ray,  F.   M.   Waterman. 

Illinois  Steel  Co. :  R.  W.  Campbell,  L.  D.  Doty,  K.  K.  Knapp,  G.  G.  Thorp, 

E.  J.  Bufflngton,  E.  H.  Gary,  T.  J.  Hyman,  T.  W.  Robinson,  W.  B.  Corey,  0.  P. 
Coffin,   George  Baker. 

Illinois  Steel  Warehouse  Co. .  E.  J.  Bufflngton,  K.  K.  Knapp,  W.  H.  Pratt, 
George  Baker,  T.  J.  Hyman. 

Indiana  Steel  Co. :  E.  J.  Bufflngton,  G.  G.  Thorp,  K.  K.  Knapp,  T.  W.  Robin- 
son, T.   J.  Hyman. 

Minnesota  Steel  Co.:  E.  H.  Gary,  J.  A.  Farrell,  John  Rels,  W.  J.  Filbert, 
Richard  Trimble,  D.  G.  Kerr,  W.  J.  Olcott,  G.  L.  Rels. 

The  Lorain  Steel  Co. :  E.  H.  Gary,  Carrol  Burton,  P.  M.  Boyd,  B.  B.  Entwisle, 
Daniel  Coolidge. 

National  Tube  Co. :  E.  H.  Gary,  J.  A.  Farrell,  E.  C.  Converse,  Edward 
Worcester,  J.  D.  Culbertson,  W.  J.  Filbert,  Thomas  Murray,  Richard  Trimble, 
Taylor  Allderdice,  WiUiam  B.   Schiller,  Charles  Steele. 

The  National  Tube  Co.:  B.  H.  Gary,  J.  D.  Culbertson,  Charles  Fell,  T.  L. 
Moise,  Max  M.  Suppes,  F.  M.  Waterman,  William  B.  Schiller,  Edward  Worces- 
ter, William  Masterton. 

Shelby  Steel  Tube  Co. :  William  B.  Schiller,  J.  D.  Culbertson,  Richard  Trim- 
ble, J.  H.  Nicholson,  J.  A.  Farrell,  E.  C.  Converse,  Edward  Worcester,  E.  H. 
Gary,  Thomas  Murray. 
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The  American  Steel  &  Wire  Co.   (New  Jersey)  :  B.  H.  Gary,  j.  A.  Farrell 

Mniirn^r  ^^^Z''  ='■  ^-  ^^^^'  ^-  ^-  Stone,  pf  Baackes,  F.  H.'  Da^eli,  C  U 
Miller,  Thomas  Murray.  ,  v^.  xj. 

American  Steel  &  Wire  Co.  of  Alabama :  B.  H.  Gary,  William  P.  Palmer,  J.  S. 

Murra  ^'  ^'°°^'  ^'  ^'  ^*"^'^'  ^-  ^aackes,  F.  H.  Daniels,  Thomas 

The  American  Steel  &  Wire  Co.  of  Colorado :  B.  E.  Pool,  William  R.  Abbott, 
James  H.  Blood. 

„  ^«  f^^'i^^i^'i  Ste^  &  Wire  Co.  (Ltd.):  Louis  F.  Heyd,  Margaret  Magee, 
K.  S.  Rider,  Norman  G.  Heyd,  C.  G.  Heyd. 

The  Trenton  Iron  Co. :  W.  B.  Dickson,  W.  P.  Palmer,  W.  K.  Bowne,  C  L 
Miller,  H.  G.  Stoddard. 

American  Sheet  &  Tin  Plate  Co. :  B.  H.  Gary,  J.  A.  FarreU,  G.  G.  McMurtry 
H.  B.  Wheeler,  S.  A.  Davis,  B.  W.  Pargny,  Thomas  Murray 

Sharon  Tin  Plate  Co. :  J.  A.  Farrell,  B.  H.  Gary,  E.  W.  Pargny,  S.  A.  Davis 
Thomas  Murray,  H.  B.  Wheeler,  C.  W.  Bennett. 

American  Bridge  Co.  (New  Jersey)  :  Elbert  H.  Gary,  J.  A.  Hatfield,  August 
Ziesing,  Thomas  Murray,  H.  Schoonmaker. 

American  Bridge  Co.  of  New  York:  Elbert  H.  Gary,  Joshua  A.  Hatfield, 
August  Ziesing,  H.  Schoonmaker,  Thomas  Murray. 

Tennessee  Coal,  Iron  &  Railroad  Co. :  E.  H.  Gary,  J.  A.  FarreU,  R.  C.  Boiling, 
Richard  Trimble,  W.  J.  Filbert,  Thomas  Murray,  G.  G.  Crawford,  P.  H. 
Crockard. 

Universal  Portland  Cement  Co. :  K.  K.  Knapp,  E.  J.  Bufflngton,  A.  C.  Dinkey, 
T.  J.  Hyman,  B.  M.  Hagar. 

Edgar  Zinc  Co. :  B.  H.  Gary,  J.  A.  Farrell,  J.  S.  Keefe,  W.  J.  Filbert,  S.  C. 
Edgar,  Alfred  Clifford,  W.  B.  Edgar,  W.  R.  Walker. 

United  States  Steel  Products  Co.:  E.  H.  Gary,  E.  P.  Thomas,  J.  A.  Farrell, 
H.  P.  Bope,  Edward  Worcester,  Thomas  Murray. 

H.  C.  FricU  Coke  Co.:  B.  H.  Gary,  J.  A.  Farrell,  A.  C.  Dinkey,  Thomas 
Lynch,  B.  J.  Buffington,  W.  P.  Palmer,  W.  B.  Schiller,  D.  G.  Kerr,  D.  M. 
Clemson,  W.  W.  Blackburn,  D.  H.  Coble. 

United  States  Coal  &  Coke  Co. :  E.  H.  Gary,  J.  A.  Farrell,  E.  J.  Buffington, 
Thomas  Lynch,  D.  H.  Coble,  C.  P.  Parker,  C.  F.  Miller. 

Bunsen  Coal  Co. :  E.  J.  Bufflngton,  Thomas  Lynch,  K.  K.  Knapp,  Clay  F. 
Lynch,  C.  S.  Wardley. 

Republic  Connellsville  Coke  Co. :  Thomas  Lynch,  D.  H.  Coble,  C.  P.  Parker, 
Philip  Keller,  J.  D.  McOreery. 

Sharon  Coke  Co. :  A.  C.  Dinkey,  W.  W.  Blackburn,  W.  C.  McCausland,  D.  M. 
Clemson,  James  J.  Campbell. 

National  Mining  Co. :  Thomas  Lynch,  H.  B.  Wheeler,  A.  C.  Dinkey,  D.  G. 
Kerr,  W.  W.  Blackburn. 

Sharon  Coal  &  Limestone  Co. :  Thomas  Lynch,  D.  H.  Coble,  Philip  Keller, 
F.  P.  Filer,  C.  P.  Parker,  J.  D.  McCreery,  F.  H.  Buhl. 

Mingo  Coal  Co. :  D.  M.  Clemson,  Thomas  Lynch,  W.  W.  Blackburn,  D.  G. 
Kerr,  W.  C.  McCausland. 

United  Coal  Co. :  E.  W.  Pargny,  C.  W.  Bennett,  C.  L.  Miller,  Thomas  O'Brien, 
J.  H.  Fihe. 

Oliver  Iron  Mining  Co. :  P.  Mitchell,  0.  D.  Eraser,  George  D.  Swift,  John  H. 
McLean,  W.  J.  Olcott,  D.  G.  Kerr,  W.  A.  McGonagle. 

Minnesota  Iron  Co. :  D.  G.  Kerr,  J.  H.  McLean,  P.  Mitchell,  W.  W.  Watson, 
jr.,  G.  D.  Swift,  C.  D.  Eraser,  W.  J.  Olcott,  J.  A.  Farrell,  E.  H.  Gary. 

Lake  Superior  Consolidated  Iron  Mines :  B.  H.  Gary,  D.  G.  Kerr,  C.  D.  Eraser, 
Richard  Trimble,  W.  J.  Filbert,  Thomas  Murray,  Charles  E.  Scheide. 

Chandler  Iron  Co. :  P.  Mitchell,  W.  J.  Olcott,  H.  H.  Brown,  George  D.  Swift, 
P.  C.  Bishop. 

The  American  Mining  Co. :  B.  H.  Gary,  J.  A.  Farrell,  D.  G.  Kerr,  W.  J.  Olcott, 
William  P.  Palmer,  J.  S.  Keefe,  A.  S.  Chisholm,  Thomas  Murray,  C.  L.  Miller. 

Pewablc  Co. :  George  D.  Van  Dyke,  N.  P.  Hulst,  John  H.  Van  Dyke,  William 
D.  Van  Dyke,  James  Gayley,  Daniel  M.  Clemson. 

Potter  Ore  Co. :  P.  H.  Crockard,  Walker  Percy,  W.  A.  Green. 

The  Pittsburg  Limestone  Co.  (Ltd.)  :  George  W.  Johnson,  D.  G.  Kerr, 
William  B.  Schiller,  D.  M.  Clemson,  C.  MacGilvray  Shiras,  C.  H.  Johnson,  B.  H. 

Taylor. 

Peoples'  Supply  Co.  (Ltd.)  :  D.  M.  Clemson,  D.  Q.  Kerr,  MacGilvray  Shiras, 
G.  W.  Johnson,  W.  B.  Schiller. 
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The  Columbus  Stone  Co. :  C.  F.  Eisele,  William  Singleton,  W.  W.  Blackburn, 
D.  6.  Kerr,  W.  J.  Root. 

Isabella  Limestone  Co. :  D.  G.  Kerr,  C.  H.  Johnson,  G.  W.  Jolinson,  W.  W. 
Blackburn,  MacGilvray  Shiras. 

Mahoning  Limestone  Co. :  D.  G.  Kerr,  W.  ^Y.  Blackburn,  B.  H.  Taylor,  G.  W. 
Johnson,  C.  H.  Johnson. 

St.  Clair  Limestone  Co.:  D.  G.  Kerr,  D.  M.  Clemsou,  W.  W.  Blackburn, 
James  J.  Campbell,  MacGilvray  Shiras,  J.  K.  McLanahan. 

Bessemer  &  Lake  Erie  Railroad  Co. :  D.  M.  Clemson,  L.  C.  Bihler,  E.  H.  Gary, 
G.  W.  Kepler,  W.  W.  Blackburn,  R.  A.  Franks,  E.  H.  Utley,  D.  G.  Kerr. 

Union  Railroad  Co. :  W.  W.  Blackburn,  D.  G.  Kerr,  D.  M.  Clemson,  L.  C. 
Bihler,  G.  W.  Kepler,  A.  C.  Dinkey. 

Monongahela  Southern  Railroad  Co. :  W.  W.  Blackburn,  D.  G.  Kerr,  D.  M. 
Clemson,  L.  C.  Bihler,  G.  W.  Kepler,  A.  C.  Dinkey. 

Etna  &  Montrose  Railroad  Co.:  D.  G.  Kerr,  A.  C.  Dinkey,  W.  W.  Blackburn, 
L.  C.  Bihler.  G.  W.  Kepler,  D.  M.  Clemson. 

Donora  Southern  Railroad  Co.  rWilliam  P.  Palmer,  J.  S.  Iveefe,  J.  W.  Car- 
penter, G.  W.  Jewett,  J.  H.  Reed,  James  J.  Campbell. 

Mercer  Valley  Railroad  Co. :  J.  H.  Reed,  D.  M.  Clemson,  G.  W.  Kepler,  W.  W. 
Blackburn,  D.  G.  Kerr. 

St.  Clair  Terminal  Railroad  Co. :  D.  M.  Clemson,  D.  G.  Kerr,  W.  W.  Black- 
bum,  L.  C.  Bihler,  G.  W.  Kepler,  A.  C.  Dinkey. 

Pittsburgh  &  Ohio  Valley  Railroad  Co. :  D.  M.  Clemson,  L.  C.  Bihler,  G.  W. 
Kepler,  A.  C.  Dinkey,  W.  W.  Blackburn,  D.  G.  Kerr. 

Connellsville  &  Monongahela  Railway  Co. :  E.  H.  Cary,  W.  E.  Corey,  C.  P. 
Parker,  W.  W.  Blackburn,  D.  H.  Coble,  J.  D.  McCreery. 

McKeesport  Connecting  Railroad  Co. :  E.  C.  Converse,  Edward  Worcester, 
William  A.  Cornelius,  W.  B.  Schiller,  J.  D.  Culbertson,  J.  F.  Townsend,  Taylor 
Allderdice. 

Benwood  &  Wheeling  Connecting  Railroad  Co. :  William  B.  Schiller,  J.  D. 
Culbertson,  Taylor  Allderdice,  Thomas  A.  Beattie,  H.  N.  Nichols. 

The  Lake  Terminal  Railroad  Co. :  J.  D.  Culbertson,  Max  M.  Suppes,  William 
B.  Schiller,  William  Masterton,  F.  W.  Waterman. 

The  Newburgh  &  South  Shore  Railway  Co. :  William  P.  Palmer,  E.  H.  Gary, 
H.  A.  Barren,  J.  S.  Keefe,  A.  S.  Chisholm,  R.  W.  Ney,  C.  A.  Gallagher. 

The  El  wood,  Anderson  &  Lapelle  Railroad  Co. :  C.  W.  Bray,  E.  W.  Pargny, 
H.  B.  Wheeler,  S.  A.  Davis,  H.  L.  Austin,  H.  M.  Davis,  C.  W.  Bennett. 

Elgin,  Joliet  &  Eastern  Railway  Co. :  E.  H.  Gary,  S.  M.  Rogers,  W.  L.  Louis, 
F.  W.  Sutton,  W.  J.  Filbert,  K.  K.  Knapp,  F.  E.  Learned,  W.  E.  Corey,  Richard 
Trimble,  W.  K.  Allen,  A.  F.  Banks. 

Chicago,  Lake  Shore  &  Eastern  Railway  Co.:  E.  H.  Gary,  J.  A.  Farrell,  A.  F. 
Banks,  K.  K.  Knapp,  S.  M.  Rogers,  I'.  W.  Sutton,  W.  K.  Allen. 

The  Duluth  &  Iron  Range  Railroad  Co. :  Thomas  Murray,  George  L.  Rels, 
J.  H.  McLean,  J.  A.  Farrell,  H.  Johnson,  E.  H.  Gary,  F.  E.  House. 

Duluth,  Missabe  &  Northern  Railway  Co. :  W.  J.  Olcott,  E.  S.  Kempton,  W.  J. 
Filbert,  H.  L.  Dresser,  D.  G.  Kerr,  W.  A.  McGonagle,  George  D.  Swift. 

Interstate  Transfer  Railway  Co. :  F.  E.  House,  W.  J.  Olcott,  F.  D.  Adams, 
W.  A.  McGonagle,  G.  L.  Reis. 

Spirit  Lake  Transfer  Railway  Co.:  W.  J.  Olcott,  W.  A.  McGonagle,  G.  L. 
Reis,  F.  D.  Adams,  F.  E.  House. 

Birmingham  Southern  Railroad  Co. :  B.  H.  Gary,  W.  E.  Corey,  G.  G.  Crawford, 
F.  H.  Crockard,  Walker  Percy. 

Pittsburg  Steamship  Co. :  E.  H.  Gary,  D.  G.  Kerr,  W.  J.  Filbert,  H.  Ooulby, 
J.  A.  Farrell,  James  H.  Hoyt,  John  H.  McLean. 

The  Pittsburg  &  Conneaut  Dock  Co. :  J.  H.  Reed,  D.  G.  Kerr,  L.  C.  Bihler, 
D.  M.  Clemson,  G.  W.  Kepler,  B.  H.  Utley. 

Pennsylvania  &  Lake  Erie  Dock  Co. :  MacGilvray  Shiras,  D.  G.  Kerr,  D.  M. 
Clemson,  W.  W.  Blackburn,  L.  C.  Bihler,  B.  M.  Byers,  George  T.  Oliver,  A.  S. 
Chisholm,  W.  B.  Schiller,  J.  G.  BuUer,  jr. 

Carnegie  Natural  Gas  Co.:  D.  M.  Clemson,  Norwood  Johnston,  W.  W.  Black- 
burn, D.  G.  Kerr,  James  J.  Campbell. 

Bessemer  Electric  Power  Co. :  A.  C.  Dinkey,  H.  P.  Bope,  W.  W.  Blackburn, 
W.  C.  McCausland,  James  J.  Campbell. 

Carnegie  Land  Co. :  D.  M.  Clemson,  W.  W.  Blackburn,  W.  C.  McCausland, 
L.  H.  Burnett,  Thomas  Lynch. 
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The  Conneaut  Land  Co. :  D.  M.  Clemson,  L.  H.  Burnett,  R.  R.  Richardson, 
P.  J.  Fickinger,  E.  C.  Collins. 

Girard  Land  Co. :  D.  M.  Clemson,  Thomas  Lynch,  W.  C.  McCausland,  W.  W. 
Blackburn,  L.  H.  Burnett. 

Sharon  Land  Co. :  D.  M.  Clemson,  L.  H.  Burnett,  W.  W.  Blackburn,  Thomas 
Lynch,  W.  C.  McCausland. 

Olalrton  Land  Co.:  D.  M.  Clemson,  L.  H.  Burnett,  W.  W.  Blackburn,  W.  C. 
McCausland,  James  J.  Campbell. 

Gary  Land  Co.:  E.  H.  Gary,  J.  A.  Farrell,  B.  J.  Buffington,  K.  K.  Knapp 
G.  G.  Thorp,  T.  J.  Hyman,  R.  W.  Campbell. 

Gary  Heat,  Light  &  Water  Co. :  E.  J.  Buffington,  K.  K.  Knapp,  G.  G.  Thorp, 
T.  W.  Robinson. 

The  Ensley  Land  Co.:  G.  G.  Crawford,  W.  W.  Crawford,  L.  T.  Beecher, 
Walker  Percy,  T.  H.  Aldrich,  W.  B.  Leedy,  Frank  Nelson,  Jr. 

The  Tennessee  I^and  Co. :  G.  G.  Crawford,  F.  H.  Crockard,  L.  T.  Beecher. 

Trotter  Water  Co. :  E.  H.  Gary,  J.  A.  Farrell,  Thomas  Lynch,  A.  G.  Dinkey, 
W.  W.  Blackburn,  D.  M.  Clemson,  D.  H.  Coble. 

Standard  Water  Co. :  Thomas  Lynch,  D.  H.  Coble,  C.  P.  Parker. 

Mount  Pleasant  Water  Co. :  E.  H.  Gary,  J.  A.  Farrell,  Thomas  Lynch,  W.  W. 
Blackburn,  A.  C.  Dinkey,  D.  M.  Clemson,  D.  H.  Coble. 

Union  Supply  Co. :  W.  W.  Blackburn,  John  Lynch,  H.  L.  Hart,  Fred  Walling, 
J.  W.  Ana  wait,  Thomas  Lynch,  William  McWilliams. 

The  United  Supply  Co.:  Thomas  Lynch,  John  Lynch,  William  McWilliams, 
H.  L.  Hart,  J.  W.  Anawalt,  W.  B.  Hensel,  Fred  Walling. 

Alabama  Steel  &  Ship  Building  Co.:  G.  G.  Crawford,  F.  H.  Crockard,  L.  T. 
Beecher,  Walker  Percy,  H.  C.  Ryding,  F.  B.  Winslow,  Thomas  Murray. 

American  Improvement  Co. :  August  Ziesiug,  F.  B.  Thompson,  Emil  Gerber. 

American  Laud  Co. :  E.  H.  Gary,  George  W.  Jewett,  William  P.  Palmer,  C.  L. 
Miller,  J.  W.  Carpenter. 

Bessemer  Rolling  Mill  Co.:  G.  G.  Crawford,  F.  II.  Crockard,  L.  T.  Beecher, 
Walker  Percy,  F.  B.  Winslow,  G.  H.  Grain. 

Carnegie  Steel  Co.  (Pennsylvania)  :  W.  E.  Corey,  Thomas  Morrison,  E  .H. 
Gary,  H.  P.  Bope,  W.  W.  Blackburn,  D.  G.  Kerr,  D.  M.  Clemson,  A.  C.  Dinkey, 
W.  C.  McCausland,  J.  H.  Reed,  A.  R.  Hunt. 

The  Champion  Iron  Co.:  D.  G.  Kerr,  J.  H.  Bearding,  W.  J.  Olcott,  J.  H. 
McLean,  P.  Mitchell,  G.  D.  Swift,  W.  H.  Johnson. 

Chapin  Minins:  Co. :  J.  H.  Hearding,  J.  H.  McLean,  George  D.  Swift,  W.  J. 
Olcott,  O.  C.  Davidson,  D.  C.  Kerr,  P.  Mitchell. 

The  Conneaut  &  Eastern  Railroad  Co :  J.  H.  Reed,  D.  M.  Clemson,  R.  R.  Rich- 
ardson, P.  J.  Fickinger,  E.  C.  Collins. 

Cundy  Iron  Co. :  E.  J.  Buffington,  T.  W.  Robinson,  K.  K.  Knapp,  L.  D.  Doty, 
T.  J.  Hyman. 

Donora  Mining  Co. :  W.  J.  Olcott.  P.  Mitchell.  G.  D.  Swift. 

Empire  Bridge  Co. :  E.  H.  Gary,  J.  A.  Hatfield,  August  Ziesing. 

Hostetter-Connellsville  Coke  Co. :  Thomas  Lynch,  Philip  Keller,  D.  H.  Coble, 

A.  C.  Knox,  J.  D.  Lyon. 

Johnstown  &  Stony  Creek  Rail  Road  Co.:  Daniel  Coolidge,  Carrol  Burton, 
P.  M.  Boyd,  E.  B.  Eutwisle,  H.  M.  Davies. 

The  Lake  Superior  Iron  Co. :  D.  G.  Kerr,  G.  D.  Swift.  William  G.  Mather,  Wil- 
liam P.  Belileu,  P.  Mitchell,  M.  JI.  Duncan,  W.  J.  Olcott,  J.  PI.  McLean,  W.  H. 
Johnston. 

The  McKeesport  Terminal  Railroad  Co.:  S.  A.  Davis,  C.  W.  Bennett,  H.  B. 
Wheeler,  H.  L.  Austin. 

National  Tube  Works  Co.:  E.  IT.  Gary,  J.  A.  Farrell,  E.  C.  Converse,  Thomas 
Murray,  Richard  Trimble,  Edw.  Worcester,  William  B.  Schiller,  Taylor  Allder- 
dice,  John  D.  Culbertson. 

The  New  Jersey  Steel  &  Iron  Co.:  E.  H.  Gary,  Thomas  Murray,  Joshua  A. 
Hatfield.  August  Ziesing,  H.  Schoonmaker. 

The  Northern  Liberties  Railway  Co. :  W.  L.  Hirsch,  J.  S.  Keefe,  W.  P. 
Palmer,  George  W.  Jewett,  J.  W.  Carpenter,  L.  J.  Gray. 

The  Pittsburgh,  Bessemer  &  Lake  Erie  Railroad  Co. :  E.  H.  Gary,  D.  G.  Kerr, 

B.  H.  Utley,  Thomas  Morrison,  R.  A.  Franks,  T.  H.  Given,  W.  W.  Blackburn, 
William  N.  Frew,  G.  W.  Kepler,  Jabez  T.  Odell,  D.  M.  Clemson,  L.  0.  Bihler, 
A.  C.  Dinkey. 

A  &  P.  Roberts  Co. :  R.  W.  Bailey,  W.  W^  Lennon,  William  H.  Connell, 
August  Ziesing,  Charles  Major,  J.  A.  Hatfield,  C.  C.  Schneider. 
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Sewickley  Water  Co. :  Thomas  Lynch,  D.  H.  Coble,  C.  P.  Parker,  TV.  S.  Arm- 
strong, PhUip  Keller,  C.  F.  SlUler,  J.  D.  McCreery. 

Sharon  Connecting  Railroad  Co.:  J.  H.  Reed,  D.  G.  Kerr,  D.  M.  Clemson, 
TV.  W.  Blackburn,  G.  W.  Kepler. 

The  Slackwater  Connecting  Railroad  Co.:  D.  G.  Kerr.  D.  M.  Clemson,  L.  C. 
Bihler,  A.  C.  Diakey,  James  J.  CampbeU,  G.  TV.  Kepler. 

Sharon  Ore  Co. :  P.  Mitchell,  TV.  J.  Olcott,  G.  D.  Swift. 

Troy  Steel  Products  Co.:  E.  H.  Gary,  TV.  E.  Corey,  TV.  P.  Palmer,  C.  L. 
Miller,  TV.  J.  Filbert,  Charles  MacVeagh,  Thomas  Murray. 

TVaukegan  &  Mississippi  Valley  Railway  Co. :  J.  S.  Keefe,  TVilliam  P.  Palmer, 
TV.  O.  Davis. 

The  TVinthrop  Iron  Co. :  P.  Mitchell,  G.  D.  Swift,  TV.  J.  Olcott,  J.  H.  McLean, 
O.  C.  Davidson. 

The  Yonghiogheny  Xortiem  Railway  Co. :  E.  H.  Gary,  J.  A.  Farrell,  TT'.  TV. 
Blackburn,  A.  C.  Dinkey,  D.  M.  Clemson,  D.  H.  Coble. 

Ingleside  Coal  Co.   (partnership)  :  No  directors. 


Obe  a>t)  Coal  Pbomotebs  of  the  Union  Steel  Co.,  Jaxuaey  1,  1911. 

The  titles  to  the  properties  named  below  are  vested  in  Donora  Mining  Co., 
Sharon  Ore  Co.,  Sharon  Coke  Co.,  Republic-Connellsville  Coke  Co.,  and  Sharon 
Coal  &  Limestone  Co.  The  Union  Steel  Co.  owns  all  of  the  capital  stocks  of 
the  first  three  named  companies  and  two-thirds  of  the  stock  of  the  last  named. 

IBON  OBE  BESEBVES  ON  MISSABLE  BANGE    (DONOBA,  PENOBSCOT,  AND   SHABON   MINES). 

Tonnage  as  estimated  by  engineers: 

Standard  Bessemer 6,  911, 493 

Standard  non-Bessemer 24,  S39,  703 

Siliceous,  Bessemer 94,237 

Siliceous,  non-Bessemer 1, 879, 262 

COKING-COAL   PBOPEBTY    IN    CONNELLSVILLE    BEGION. 

Acreage  of  unmlned  coal  owned 5, 905 

Acreage  of  surface  owned 984 

STEAM-COAL    PBOPEBTY    IN    BUTLEK    COUNTY,    PA. 

Acreage  of  unmlned  coal  owned 201 

Acreage  of  unmined  coal  leased 5, 631 

Acreage  of  surface  owned 208 
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Statement  showing  average  invoice  and  average  f.  o.  6.  mill  prices  received  'by 
subsidiary  companies  of  United  States  Steel  Corporation  on  classes  of  steel 
products,  as  below,  shipped  by  them  in  the  export  trade  during  the  calendar 
years  1906  to  1910,  inclusive. 

The  "Invoice  prices"  as  shown  represent  the  average  prices  collected  by  the  subsidiary  companies  from 
the  customers  for  the  shipments  made,  and  include  in  the  majority  of  cases  the  freight  and  insurance  to 
destination.  A  considerable  quantity  of  the  export  business  is,  however,  sold  f.  o.  b.  mill,  and  invoiced 
on  that  basifi.  Therefore,  because  of  this  and  the  further  fact  that  the  import  duties  are  paid  by  the 
customer  (not  being  included  in  the  steel  companies'  Invoicing),  it  follows  that  the  actual  prices  pud  tor 
the  products  as  received  by  foreign  customers  exceed  substantially  the  "invoice  prices''  shown  oelow.] 


1906 

19 

07 
Net 

1908 

1909 

1910 

Products. 

Net 

Net 

Net- 

Net 

Invoice 

f.  0.  b. 

Invoice 

f.  0.  b. 

Invoice 

f.  0.  b. 

Invoice 

f.  0.  b. 

Invoice 

f.  0.  b. 

price. 

mill 
price. 

price. 

mill 
price. 

price. 

mill 
price. 

price. 

miU 
price. 

price. 

mill 
price. 

Steel  rails,  gross  ton. 

$29.28 

»24.42 

134.07 

$28.29 

$31.30 

$25.80 

$29.81 

$28.94 

$30.08 

$24.16 

Billets,  blooms, 

slabs  and  sheets, 
and  tin  bars  and 

skdp... gross  ton.. 

22.43 

18.38 

28.32 

24.76 

23.89 

20.34 

23.39 

20.43 

24.42 

22.17 

Plates do.... 

32.02 

29.84 

34.60 

33.17 

33.03 

29.84 

30.03 

27.60 

30.65 

29.04 

Heavy     structural 

shapes,  gross  ton. . 

31.21 

29.58 

34.06 

32.48 

32.36 

29.50 

29.85 

27.37 

30.87 

28.42 

Merchant  bars, 

bands,  etc,    gross 

33.30 

30.98 

35.54 

33.06 

34.91 

31.34 

31.49 

30.43 

Hoops  and   cotton 

ties gross  ton.. 

38.65 

34.14 

41.43 

37.  «| 

41.07 

36.86 

38.77 

34.65 

39.02 

34.28 

Splice     bars,     rail 

jouits  and  faeten- 

1 

mgs — gross  ton.. 

41.33 

31.91 

50.05 

37.72 

45.96 

37.65 

45.64 

34.33 

45.83 

36.75 

Wrought  pipe,  lap 
and    butt    weld, 

gross  ton 

61.00 

62.86 

66.70 

60.17 

66.81 

59.48 

67.91 

51.32 

58.69 

SI.  95 

Tin  plate,  base  box. . 

3.16 

2.85 

3.69 

3.40 

3.26 

2.98 

3.17 

2.85 

3.30 

3.04 

Sheets... gross  ton.. 

04.39 

59.58 

72.08 

65.20 

08.21 

61.06 

64.69 

57.05 

64.66 

57.51 

Wire  rods do.... 

20.37 

27.05 

32.66 

30.66 

30.24 

27.16 

30.68 

26.36 

30.64 

29.09 

Coarse  wire,  net  ton. 

39.99 

35.09 

45.68 

39.32 

37.48 

31.02 

37.09 

31.67 

38.78 

33.08 

Wire  nails  and  sta- 

ples  net  ton.. 

Wire— galvanized: 

44.46 

39.10 

50.87 

46.46 

44.89 

40.26 

42.93 

37.92 

43.01 

37.37 

Tinned  and 

ooated,netton 

41.19 

38.08 

46.63 

43.18 

41.88 

37.84 

41.94 

38.56 

43.01 

39.11 

Barbed  and 

twisted,   net 

ton. . . 

46.64 

42.91 

54.25 

48.38 

50  99 

46.36 

60.52 

45.31 

52.19 

16.21 

Wire  fence  and  net- 

Ing net  ton.. 

71.96 

64.68 

72.38 

58.14 

65.68 

57.56 

64.25 

55.66 

62.25 

52.28 

Statement  of  tonnage  of  steel  products  shipped  by  subsidiary  companies  of  the 
United  States  Steel  Corporation  in  the  export  trade,  during  the  years  1906  to 
1910,  inclusive. 


steel  rails gross  tons. . 

Billets,  blooms,  slabs,  sheet  bars,  and  skelp, 

gross  tons 

Plates gross  tons.. 

Structural  shapes do 

Merchant  bars,  bands,  etc do 

Hooi)s  and  cotton  ties do 

Splice  bars,  rail  joints,  and  fastenings,  .do 

Wrought  pipe do 

Tin  plate  i base  boxes . . 

Sheets gross  tons. . 

Rods do. . . 

Coarse  wire net  tons . . 

Wire  nails  and  staples do 

Wire,  galvanized: 

Tinned  and  coated do . . . 

Barbed  and  galvanized,  twisted. .  do 
Wire  fence  and  netting do 


1906 


226,311 

227,251 
67,603 
58,986 
42,042 
11,236 
12,868 
80,201 

300, 738 
43,015 
14,949 
14,411 
61,315 

74,264 
89, 771 
3,099 


1907 


226,310 

101,654 
64,188 
63,633 
54,631 
11,440 
14,202 
115,757 
248, 145 
64,295 
8,743 
14,732 
46,008 

70,618 
79,645 
2,610 


1908 


126,369 

127,157 

45,778 

54,524 

29,347 

7,280 

9,689 

70,338 

287,068 

56,889 

10, 119 

10,305 

33,999 

58,211 
67,081 
3,082 


1909 


223, 152 

117,944 
60,380 
67,076 
52,499 
8,043 
12,111 
98,281 

271,607 
93,936 
22, 132 
14,907 
39,941 

60,566  i 
77,134  ' 
3,780 


1910 


271,233 

92,043 

106,876 

93,324 

88,966 

13,344 

16,046 

109,203 

393,012 

116,622 

23,029 

18,667 

67,178 

62,466 
78,869 
5,551 


Totaltonnageshippedofclassesofprod-i  i  i 

ucts  for  wnich  average  prices  received  ill 
are  given  in  accompanying  statement.     1,0.)0,747  ,        950,345  I    723,009  963,983        i  169  961 

•  Included  in  grand  total  in  gross  tons  on  basis  of  100  pounds  per  base  box. 
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statement  of  tonnage  of  steel  products  sTkipped  ly  siil)sidia,7-y  companies  of  the 
United  States,  Steel  Corporation  in  the  export  trade,  during  the  years  1906  tq 
1910,  inclusive — Continued. 


TONNAGE  OF  OTHER  PRODUCTS  SHIPPED. 

Sundry  misce)laneous  wire  products,  princi- 
pally speoialties 

sundry  miscellaneous  iron  and  steel  products. 

Pabri(&ted  and  fitted  structural  and  other 
huilt-up  wprlj 

Grand  total  rolled  and  other  finished 
products 


190fi 


4,118 
6,405 

37,833 


1907 


3,424 
4,455 

55,790 


1,014,014 


3,090 
2,i67 

49.,  010 


777,276 


1909 


5,192 
3,85^ 

28,104 


1,001,157 


1910 


6,371 
■7,319 

32,406 


1,216,067 


Mr.  Littleton.  I  move  that  the  committee  go  into  executive  ses- 
sion. 

(The  committee  thereupon,  at  1.50  o'clock  p.  m.,  went  into  executive 
session;  and  at  2.20  o'clock  p.  m.  adjourned  until  Monday,  October 
16,  1911,  at  10.30  o'clock  a.  m.) 

(The  pamphlets  containing  remarks  made  at  the  so-called  Qary 
dinners,  inserted  in  the  record  by  the  chairman,  are  as  follows:) 

Remakks  Made  by  Me.  E.  H.  Gaby  at  a  Dinner  Given  Him  in  London,  Eng- 
land, BY  THE  Governors  of  the  Iron  and  Steel  Institute  of  Great  Britain 
September  11,  1908. 

Mr.  President,  lords,  and  gentlemen,  words  are  inadequate  to  express  my 
gratitude  for  the  privilege  of  being  here  this  evening  to  meet  so  many  of  the 
distinguished  ironmasters  of  this  country.  Your  generous  hospitality  is  as 
abundant  as  it  is  undeserved.  England  has  produced  a  lon^  line  of  great  and 
successful  men  who  have  been  connected  with  the  industry  which  most  of  those 
now  present  especially  represent.  Time  will  not  permit  a  reference  to  individual 
names,  but  all  Americans  entertain  for  them  the  warmest  feelings  of  respect 
and  affectionate  regard. 

American  manufacturers  of  iron  and  steel,  while  successful  because  of  un- 
usual opportunities  and  facilities,  are  more  crude  in  the  finishing  lines  particu- 
larly, but  we  have  from  time  to  time  secured  and  are  still  securing  the  benefit  to 
be  derived  from  the  counsel  and  service^  of  some  of  your  talented  men.  It 
may  be  costly,  but  the  returns  are  adequate. 

With  respect  to  all  the  questions  of  the  day,  Americans  are  desirous  of 
being  closely  associated  with  other  nations.  A  large  majority  of  us,  at  least, 
believe  in  reciprocal  relations  and  close  connections,  such  as  wiU  result  in 
benefit  to  all  concerned.  All  other  nations  of  the  earth  look  to  and  upon 
England  with  feelings  of  respect  and  wonder.  Her  influence  is  great  and  she 
has  a  corresponding  responsibility.  The  stability  of  her  Government  and  the 
respect  of  her  people  generally  for,  and  their  obedience  to,  the  laws  of  the 
land  excite  the  admiration  of  all  mankind.  She  is  most  fortunate  in  having 
a  King  who  is  the  personification  of  wisdom  and  generous  consideration  for 
the  welfare  of  all  his  subjects.  Their  success  in  all  honest  endeavor  is  the 
foremost  thought  in  his  heart.  To  have  such  a  ruler  continuously  at  the  head 
of  a  nation  is  an  incalculable  blessing. 

Other  nations  are  to-day  equally  fortunate.  May  I  digress  for  a  moment 
to  speak  of  our  President  Koosevelt,  who  has  sometimes  been  misunderstood, 
if  not  misrepresented?  He  is  not  an  enemy  of  capital  or  business  prosperity. 
He  believes  right  conduct  is  the  first  essential  of  national  health;  but  he  also 
believes  material  success  and  growth  are  necessary.  He  does  not  attack  indi- 
viduals as  such,  be  they  rich  or  poor,  but  he  opposes  what  he  conceives  to  be 
wrong,  whoever  perpetrates  it. 

The  nations  of  the  earth  are  being  brought  nearer  together.  Steam,  elec- 
tricity and  other  forces  are  enabling  us  to  travel  and  to  communicate  with 
«ach  other  more  speedily  and  with  less  difficulty  by  land  and  sea  and  sky. 
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And  soon,  it  Is  to  be  hoped,  we  shall  have  a  common  language.  The  day  is 
approaching  when  among  the  nations  there  will  be  less  diplomacy  and  more 
fraternity.  God  speed  the  day !  We  should  be  striving  with  and  for  one 
another,  each  nation  endeavoring  to  help  itself  by  helping  all  others.  Weapons 
of  war  should  be  converted  into  implements  of  agriculture  and  every  question 
of  difference  determined  by  intelligent  and  honest  discussion  and  equitable 
conclusion.  As.  applied  to  the  present,  these  ideas  may  not  be  wholly  practi- 
cable. The  people  are  not  ready  to  avail  themselves  of  their  opportunities. 
Feelings  of  distrust  and  doubt  and  envy  more  or  less  predominate.  In  the 
future,  however  distant,  there  is  hope  and  confidence;  but,  as  applied  to  some 
of  the  prominent  lines  of  business,  including  iron  and  steel,  the  doctrine  of 
conciliation  and  cooperation  are  practicable,  even  now.  If  so — and  we  are 
ready  to  take  advantage  of  the  fact — who  can  estimate  the  benefit  to  be  derived? 

It  has  been  defnonstrated  in  America  during  the  last  year  that  the  idea  is 
practicable.  In  the  month  of  October  of  1907  we  were  visited  by  a  financial 
cyclone.  It  was  the  culmination  of  many  unfavorable  and  uncontrollable  cur- 
rents not  necessary  to  detail  at  present.  At  the  beginning  no  one  could  accu- 
rately forecast  the  future.  The  possibilities  of  a  prolonged  and  disastrous 
business  depression  were  in  the  minds  of  all.  The  danger  related  to  the  iron 
and  steel  trade  perhaps  more  than  to  any  other,  and  that  has  been  considered 
the  barometer  of  trade  conditions.  Most  of  the  jobbers  throughout  the  country 
had  purchased  large  stocks  at  the  prices  prevailing  when  conditions  were 
favorable,  and  these  were  undisposed  of.  Pending  contracts  for  construction 
which  Involved  large  purchases  of  iron  and  steel  extended  to  every  locality. 
Contracts  for  new  furnaces,  mills,  and  equipment,  and  for  raw  and  semi- 
finished material  had  been  made  by  large  numbers  of  manufacturers.  An 
Immediate  and  radical  reduction  in  prices  would  have  meant  bankruptcy  to 
multitudes  of  firms  which  had  been  successful  and  were  considered  substan- 
tial, and  this  would  perhaps  have  precipitated  trouble  in  many,  if  not  all, 
other  lines.  These  conditions  were  realized  by  bankers  and  financiers  gen- 
erally, and  certainly  by  the  manufacturers  of  iron  and  steel.  They  recognized 
their  responsibility  and  rose  to  the  occasion. 

Early  in  November  an  invitation  was  extended  to  the  leading  men  connected 
with  this  Industry,  including  about  sixty  in  number,  to  meet  in  conference,  and 
without  exception  the  invitation  met  with  an  afiirmative  and  cordial  response. 

Conditions  were  favorable  to  the  cause.  The  United  States  Steel  Corporation, 
one  of  the  largest  concerns,  has  a  finance  committee  composed  of  nine  gentlemen 
of  great  experience  and  intelligence,  and  connected  in  various  ways  with  nearly 
all  other  prominent  lines  of  industry,  who  determine  the  policy  of  the  corpora- 
tion. Then  the  officers  of  the  corporation  and  all  its  subsidiary  companies  are 
efficient  and  energetic  and  always  loyal  to  the  policies  determined  by  the 
committee. 

They  can  be  relied  upon  to  promptly  carry  to  a  successful  conclusion  any  cam- 
paign determined  upon.  Besides,,  and  better  still,  the  manufacture  of  iron  and 
steel  in  the  United  States,  as  a  whole,  is  in  the  hands  of  men  who  can  not  be 
surpassed  in  excellency.  They  are  Intelligent,  honest,  broad  minded,  and  sin- 
cere. At  the  first  meeting,  after  each  one  present  had  expressed  his  opinion 
that  the  conditions  and  dangers  were  as  I  have  previously  stated,  the  doctrine 
of  conciliation  and  cooperation  was  suggested.  In  some  respects,  at  least,  it 
was  novel.  In  times  gone  by,  when  business  prosperity  was  interrupted  by  a 
financial  depression  or  by  doubt  and  distrust,  however  provoked,  it  had  been 
customary  for  each  one  to  consider  and  to  endeavor  to  protect  his  own  interests 
regardless  of  all  others.  Each  sold  his  own  products  wherever  and  at  whatever 
prices  he  could  obtain.  Demoralization,  panic,  and  prolonged  failure  followed. 
It  was  customary  to  urge  that  the  action  was  inevitable ;  that  the  law  of  supply 
and  demand  must  control ;  that  natural  conditions  can  not  be  changed.  Paren- 
thetically, I  may  say  I  have  my  own  definitions  of  these  well  worn  expressions, 
but  will  not  stop  to  name  them.  And,  so,  last  November,  at  first  there  were 
some  who  were  more  or  less  skeptical.  They  had  doubts  as  to  the  success  of  the 
movement  But  a  large  majority  had  confidence  and  all  were  willing  to  make 
a  trial. 

The  suggestions  which  were  made  and  finally  adopted  were  simple:  It  was 
proposed  to  appoint  a  general  committee  of  seven,  with  iwwer  to  appoint  sub- 
committees connected  with  special  lines.  To  the  subcommittees  anyone  inter- 
ested in  a  particular  line  might  apply  for  Information  and  advice.  And  to  the 
general  committee  the  respective  chairman  of  subcommittees  or  any  individual 
might  apply  for  information  and  advice.    Without  going  into  detail  it  suffices  to 
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say  these  committees  kept  fully  informed  in  regard  to  the  affairs  of  all,  and 
rreely  advised  individuals  with  respect  to  conditions  generally  or  in  detail. 
While  they  were  given  no  power,  their  advice  was  usually  followed. 

No  agreement  to  maintain  prices,  restrict  output,  or  divide  territory,  or  any 
other  agreement  was  made.  Without  going  furuther  into  detail  it  is  sufficient 
to  say  the  effort  has  been  successful.  It  was  to  be  expected  there  would  be  some 
mistakes  by  subordinates,  and  that  to  some  extent  there  would  be  transactions 
beyond  the  bounds  of  propriety  and  fairness,  but  the  total  result  has  been 
a  great  benefit. 

A  certain  percentage,  however  small,  of  the  people  of  every  country  is  made 
up  of  ordinary  liars.  The  wonder  is  that  such  a  large  percentage  believe  the 
liars.  And,  of  course,  from  time  to  time  manufacturers  were  imposed  upon  by 
proposed  purchasers,  who  made  the  usu^l  misrepresentations  that  other  manu- 
facturers were  selling  at  a  reduced  price.  This  caused  more  or  less  anxiety,  and 
the  services  of  committees  were  required  to  straighten  out  the  trouble.  The 
tricks  of  the  trade  are  too  well  known  to  make  it  necessary  to  discuss  them  at 
the  present  time. 

It  was  not  long  before  the  movement  secured  the  approval  and  hearty  co- 
operation of  all  concerned.  Prices  have  generally  been  maintained,  demoral, 
izatlon  and  insolvency  prevented,  and  greater  profits  realized.  The  benefit  to 
general  business  conditions  and  the  influence  in  aiding  the  restoration  of  busl- 
ess  prosperity  ajee  testified  to  by  financiers  and  by  the  press  generally.  Perhaps 
the  most  prominent  good  which  has  resulted  is  found  in  the  feeling  of  friendship 
which  exists  among  the  members  of  the  Industry.  This  will  be  of  great  pleasure 
and  profit  to  all  in  the  long  future.  Frequent  meetings  are  held  at  which  each 
one  present  expresses  with  great  freedom  and  frankness  his  views  concerning 
all  questions  that  are  involved,  and  all  have  confidence  in  one  another.  The 
business  is  well  in  hand.  The  manufacturers  are  running  their  own  business 
for  their  own  gain,  and  yet  at  the  same  time  they  have  injured  no  others.  On 
the  contrary,  they  have  advanced  the  interests  of  their  customers,  their 
employees,  and  the  public  generally. 

I  wish  to  emphasize  the  idea  this  evening  that  practical  cooperation  should 
be  extended  in  our  line  of  business  particularly.  The  manufacturers  of  Iron  and 
steel  in  all  countries  should  be  working  together — with  and  for  one  another. 
If  we  have  the  intelligence  and  disposition  to  take  advantage  of  our  oppor- 
tunities we  can  be  of  great  benefit  to  ourselves  and  to  all  others.  While  success 
can  not  be  reached  without  effort,  perseverance,  and  patience,  and,  above  all, 
confidence  in  one  another,  it  may  be  reached  if  we  are  determined. 

Human  nature  is  about  the  same  the  world  over.  We  are  selfish,  conceited, 
and  suspicious.  We  are  inclined  to  look  through  a  glass  that  magnifies  our  own 
importance  and  rights  and  minimizes  those  of  all  others.  We  wrap  around 
ourselves  the  coat  of  self-righteousness,  but  the  good  Lord  looks  down  upon 
us  and  sees  very  little  difference.  When  removed  from  temptation  we  are 
saints,  but  when  it  comes  to  business  transactions  with  one  another  we  are  apt 
to  be  common  sinners.  We  need  to  occupy  a  high  plane,  where  our  vision  is 
clear  and  unobstructed,  where  we  can  see  the  right  and  interests  of  all  others. 
We  need  to  recognize  the  fact  that  by  helping  others  we  help  ourselves,  and 
that  by  injuring  others  we  injure  ourselves. 

I  do  not  advocate  anything  that  is  antagonistic  to  the  laws  or  the  public 
welfare.  What  I  propose  is  the  utilization  of  our  opportunities  for  the  advance- 
ment of  all  our  interests — a  closer  connection,  a  better  understanding,  a  com- 
plete confidence,  a  full  and  free  iaterchange  of  ideas  and  information,  conveyed 
by  one  to  another,  concerning  all  the  business  in  question,  and  an  organized  com- 
mittee composed  of  men  whose  advice  should  always  be  followed.  These 
thoughts,  amplified  and  formulated,  should  bring  to  all  of  us  the  largest 
measure  of  success. 


Bemaeks  made  by  Me.  B.  H.  Gary  at  a  Dinneb  to  the  Steel  Manufacttjeee* 
OF  THE  United  States,  December  10,  1908. 

Mr.  President  and  gentlemen.  Time,  never  ending  and  never  stopping,  marki 
a  full  year  since  we  first  met  to  consider  a  proper  method  of  contributing  our 
thought  and  influence  to  aid  in  the  effort  to  prevent  disaster  to  the  businesa 
interests  of  this  country. 
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The  conditions  which  existed  and  the  dangers  which  confronted  us  one  year 
ago  are  too  well  known  to  make  it  necessary  to  attempt  to  describe  them.  Nor 
would  it  be  useful  at  this  time  to  refer  in  detail  to  the  causes  which  precipitated 
the  panic.  It  was  the  culmination  of  disturbances  which  had  been  accumulating 
for  a  considerable  period.  It  seems  now  to  be  the  common  belief  that  the  action 
and  disposition  of  the  manufacturers  of  iron  and  steel  during  the  last  year 
have  been  of  material  benefit  to  the  manufacturers  themselves,  to  their  cus- 
tomers, to  their  employees,  and  to  the  general  public.  Possibly  the  Influence 
of  your  action  has  extended  in  some  measure  to  other  countries.  As  yovi  know, 
the  Iron  and  Steel  Institute  of  Great  Britain  honored  me  with  a  dinner  and 
reception  during  the  early  part  of  last  September.  It  would  be  false  modesty 
in  me  if  I  failed  to  recognize  and  acknowledge  this  as  a  great  personal  com- 
pliment which  anyone  might  be  proud  to  receive,  and  yet  it  is  accurate  to  say 
it  was  intended  by  our  foreign  brethet-en  to  evidence  their  feelings  of  respect 
and  admiration  for  the  great  movement  of  conciliation  and  cooperation  which 
you  have  successfully  upheld  during  the  last  12  or  13  months. 

At  the  London  dinner  there  was  a  representative  gathering,  which  included 
a  large  number  of  the  most  Important  ironmasters  of  Great  Britain  and  the 
Continent.  During  the  evening  expressions  were  freely  given  favorable  to  our 
Vnovement  and  of  its  beneficial  effects  upon  the  iron  and  steel  industry  abroad 
und  upon  business  conditions  generally.  We  are  under  obligations  to  foreign 
manufacturers  for  their  feelings  of  friendship  and  confidence  and  should  in 
every  proper  way  give  proof  of  our  desire  to  reciprocate. 

What  is  this  movement,  and  up  to  date  what  have  been  its  results?  The 
movement  has  been  simply  an  effort  on  the  part  of  those  interested  in  the  Iron 
and  steel  industry  to  establish  a  basis  of  friendly  association  and  intercourse 
vrhich  is  calculated  to  enable  each  to  obtain  full  knowledge  concerning  the 
affairs  of  all  the  others  and  the  beneficial  results  which  naturally  follow  such 
knowledge.  In  other  words,  to  expose,  for  the  benefit  of  all,  the  individual 
action  of  each  so  that  everyone  having  a  disposition  to  act  reasonably  and 
fairly  toward  his  neighbors  may  determine  his  course  with  full  information 
of  all  the  facts. 

That  some,  and  perhaps  many,  of  the  leading  thinkers  and  writers  have 
misunderstood  our  action  is  probable.  Some  at  least  have  questioned  the 
propriety,  if  not  the  legality,  of  our  efforts;  and  apparently  others  have  believed 
these  efforts  would  be  of  no  substantial  benefit.  I  think  I  represent  the  views 
of  all  present  in  saying  we  have  never  doubted  the  propriety  or  legality  of  our 
action  because  we  knew  our  motives  were  good.  We  have  never  intended  to 
antagonize  the  laws  of  the  country,  or  the  rights  and  interests  of  anyone. 
We  have  occasionally  read  published  criticisms  of  our  movement  on  the  ground 
that  there  was  a  combination  or  an  agreement  in  restraint  of  trade;  an  agree- 
ment, express  or  implied,  to  maintain  prices,  to  restrict  output,  or  to  'divide 
territory.  But  the  fault  lies  in  the  unjustified  assumption  of  fact.  As  I 
understand,  it  is  not  improper  for  competitors  to  meet  and  without  reserve 
furnish  full  information  and  express  opinions  concerning  the  business  affairs 
of  all,  provided  they  are  not  acting  under  an  agreement,  express  or  implied. 
It  is  not  wrong  even  though  any  or  all  may  be  influenced  regarding  any 
particular  business,  nor  even  though  the  result  may  be  to  prevent  radical 
and  unreasonable  changes  in  prices.  It  is  common  practice  the  world  over 
for  men  engaged  in  all  the  different  lines  to  frequently  meet  their  associates 
and  competitors  and  to  freely  discuss  conditions  and  interchange  views 
respecting  the  proper  and  reasonable  conduct  of  all  concerned.  Itls  not 
necessary  to  go  into  details.  The  suggestion  covers  farmers,  mechanics,  bankers, 
laborers,  merchants,  transportation  companies,  professional  people,  and  all 
others.  It  includes  prices,  rates,  quanllties,  amounts,  productions,  sales,  wages, 
fees,  etc.  In  connection  with  the  movement  under  consideration  we  have 
had  no  agreement  in  restraint  of  trade,  express  or  implied.  We  have  never 
intended  nor  resorted  to  any  evasion,  and  the  public  has  been  accurately  in- 
formed concerning  our  action.  Therefore,  we  may  dismiss  this  subject  with 
the  statement  that  if  we  shall  be  convinced  we  are  wrong  in  our  conclusions, 
or  that  we  have  antagonized  public  interests,  or  if  complaint  is  made  by  any- 
one authorized  to  make  it,  we  will  discontinue  our  efforts  to  cooperate  what- 
ever injury  may  ensue. 

As  to  the  results  of  our  efforts  to  cooperate,  there  is,  I  think,  no  reasonable 
doubt  they  have  been  of  great  benefit.  The  prices  of  the  different  manufq,ctnrerB 
have  not  been  uniform,  and  the  prices  of  each  have  fluctuated  more  or  less  from 
time  to  time.     Some  manufacturers  ha^•e  not  been  as  considerate  of  the  interests 
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of  others  as  they  ought  to  have  been.  Perhaps  all  of  us  have  been  influenced 
by  motives  of  selfishness.  But  I  do  not  hesitate  to  say  our  movement  has  pre- 
vented wide  and  sudden  fluctuations,  destructive  competition,  disaster,  and 
failure  to  manufacturers  and  their  customers,  reduction  of  wages  and  idleness  on 
the  part  of  employees,  all  of  which,  except  for  our  efforts,  would  have  been 
certain. 

We  have  been  successful  in  securing  stability  as  opposed  to  demoralization. 
This  has  tended  to  promote  the  best  interests  of  ourselves  and  all  others. 
Whether  or  not  this  movement  for  conciliation  and  cooperation,  as  opposed  to 
the  unreasouable  and  destructive  competition  of  the  past,  shall  continue  to  be 
successful  I  can  not  say.  As  a  very  learned  and  eminent  gentleman  said  to  me 
within  the  last  few  days :  "  It  is  well  worth  trying."  I  have  great  faith  in  the 
future.  The  world  is  growing  better.  Soon  it  is  to  be  hoped  we  shall,  even 
in  business  matters,  substitute  the  principal  that  "  right  makes  might "  for  the 
old  sentiment  that  "  might  makes  right."  We  ought  to  be  working  together  and 
for  one  another.  Each  should  consider  the  rights  and  interests  of  all  others. 
Let  us  be  a  little  more  generous  toward  each  other.  We  have  established  a 
business  friendship  which  should  be  permanent  and  valuable. 


BEASONABLE  COMBINATION. 
tWall  Street  Journal,  December  12,  1908.] 

If  all  our  captains  of  Industry  had  possessed  in  the  past  the  tact  and  souud 
sense  of  Judge  Gary,  of  the  United  States  Steel  Corporation,  a  good  dea'  of 
public  distrust,  to  say  nothing  of  hostile  legislation,  would  have  been  avoided. 
It  will  not  be  forgotten  how  Judge  Gary  brought  a  number  of  capitalists  to  a 
sense  of  good  manners  and  an  appreciation  of  the  power  of  public  opinion  when 
they  were  trying  to  hold  the  President  of  this  Republic  responsible  for  stock- 
market  losses  in  part,  at  least,  due  to  their  own  defiance  of  the  law  and  reckless 
misuse  of  the  powers  which  their  trusteeships  gave. 

Mr.  Gary  is  on  sound  ground  when  he  urges  the  righteousness  and  propriety 
of  the  manufacturers  of  steel  cooperating  to  maintain  a  stable  and  trustworthy 
market  for  their  product.  This  is  np  combination  in  restraint  of  trade.  It 
confers  a  benefit  upon  the  consumer  and  the  producer.  The  capitalists,  the 
workman,  and  the  public  alike  are  benefited.  Violent  fluctuations  in  the  price 
of  a  commodity  entering  so  largely  into  our  national  life  and  progress  as  steel 
injure  everybody.  Under  our  modern  methods  of  production  it  must  be  mar- 
keted by  combination,  and  can  not  be  marketed  under  the  old  wasteful  meth- 
ods of  cutthroat  competition  without  carrying  disturbance  and  disaster  into 
the  business  of  every  consumer  of  steel. 

Judge  Gary  has  not  been  afraid  to  agree  with  the  President  of  the  United 
States  at  a  time  when  some  of  bis  associates  in  business  were  reviling  Mr. 
Roosevelt,  and  it  will  be  seen  that  this  theory  of  marketing  the  steel  product  by 
orderly  combination  duplicates  an  important  part  of  the  last  presidential  mes- 
sage. The  President  emphasizes  the  justice  of  railroads  being  allowed  to  mar- 
ket their  product,  transportation,  by  orderly  pooling  under  reasonable  safe- 
guard. When  the  Sherman  act  was  passed  this  newspaper  pointed  out  that 
It  would  be  necessary  sooner  or  later  to  legalize  reasonable  combinations,  iu 
such  conditions  as  would  be  established.  The  sooner  the  Congress  of  the 
United  States  takes  the  matter  in  hand  the  better  for  all  of  us. 


Remabks  Made  at  Dinner  Given  at  Waldorf-Astobia  Hotel,  January  11. 1911. 

hon.  e.  h.  gaby. 

Gentlemen  and  friends,  it  is  a  very  great  pleasure  and  happiness  to  be  here 
this  evening  in  your  company.  In  my  short  experience  in  life  there  have  been 
no  occasions  which  to  me  have  been  more  enjoyable  in  the  truest  sense  than 
the  enjoyment  of  these  meetings.  [Applause.]  I  am  not  prepared  to  make  a 
set  speech  to-night,  although  I  ought  to  be;  but  before  I  take  my  seat  I  am 
going  to  make  some  remarks  which  I  think  are  pertinent  to  our  interests,  and 
after  that  I  am  going  to  call  on  a  few  others  to  speak.    I  do  not  know  whom  I 
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will  call  npon.  I  have  made  no  selection.  Every  one  of  you  is  subject  to 
draft,  but  comparatively  few  of  you,  in  view  of  the  limited  time,  will  actually 
be  called  upon.  It  is  not  expected  that  we  will  have  any  formal  addresses. 
No  one  will  be  blamed  if  he  does  not  make  a  speech  that  is  entirely  satis- 
factory to  himself.  [Laughter.]  We  all  know  by  sad  experience  that  the 
best  speech  that  any  of  you,  that  all  of  you,  could  make  are  those  which  are 
in  your  minds  when  you  are  on  your  way  home  after  the  banquet  or  the  next 
morning  when  you  think  about  what  occurred  the  evening  before.  [Laughter 
and  applause.]  Human  nature  is  such  that  it  is  not  possible  for  the  average 
man  to  make  a  good  speech  unless  he  thoroughly  prepares  himself.  I  presume 
there  is  only  one  person  in  this  room  who  could  not  make  a  poor  speech  and 
who  is  always  certain  to  make  a  good  one,  and  I  do  not  know  whether  he  will  be 
called  upon  this  evening  or  not,  and  that  is  Jim  Hoyt.     [Laughter  and  applause.] 

The  worst  thing  that  has  ever  happened  to  Mr.  Hoyt  is  that  everybody  all 
over  the  country  who  has  heard  him  speak  has  said,  "  That  is  the  finest  after- 
dinner  speech  I  ever  heard."  And  to  live  up  to  that  kind  of  a  reputation  is 
enough  to  kill  anybody. 

I  have  a  cablegram  signed  Schwab,  dated  London,  reading  as  follows : 
"  Gaet,  Chairman,  Steel  Corporation,  New  York. 

"  Sorry  can  not  be  with  you  at  dinner  to-night.  Hope  each  will  see  advi- 
sability of  maintaining  present  situation,  as  I  believe  active  demand  near  at 
hand,  and  change  will  delay." 

I  have  many  letters  from  members  of  our  profession  throughout  the  United 
States  who  are  unable  to  be  present  this  evening.  Some  of  my  friends  here 
estimate  at  least  90  per  cent  of  the  iron  and  steel  industry  of  this  country  is 
represented  in  this  room.  If  those  absent  who  have  written  to  me  expressing 
their  confidence  in  us,  and  their  desire  to  cooperate  with  us,  and  their  hope 
that  no  changes  in  the  course  which  we  have  been  pursuing  shall  be  made, 
were  here,  there  would-  be  represented  of  the  iron  and  steel  trade  in  the  United 
States  more  than  95  per  cent  of  the  total.  That  I  think,  gentlemen.  Is  most 
remarkable.  I  believe  that  In  no  line  of  business  in  the  world  at  any  time 
has  there  been  such  a  large  percentage  of  those  engaged  In  a  business  as  the 
percentage  in  this  country  who  are  going  along  day  by  day,  hand  in  hand,  pur- 
suing the  same  course,  anxious  to  promote  and  benefit  the  welfare  of  all  the 
others.  At  this  particular  time  there  Is  not  In  this  country  a  demand  for 
more  than  50  per  cent  of  the  total  producing  capacity  in  our  lines.  It  is 
obvious  from  this  statement  of  fact  that  there  Is  not  enough  business  to  go 
around,  and  that  there  is  no  possible  way  of  protecting  one  another  and 
thereby  protecting  oneself  except  to  submit  ourselves  to  the  conditions  as  they 
exist  and  to  take  and  be  satisfied  with  our  fair  proportion  of  the  business 
which  is  ofCered.  [Applause.]  It  Is  not  necessary,  in  this  presence,  to  say 
that  if  one  individual  or  company  engaged  In  this  business  tries  to  secure  or 
actually  secures,  for  a  day  or  a  week,  more  than  a  fair  proportion,  still  it 
simply  means  that  in  the  long  run  that  man  or  that  company  gets  no  more 
than  his  share;  he  has  accomplished  nothing  whatever  except  to  bring  about 
demoralization,  reduction  of  prices,  and  heavy  losses  to  all  concerned.  Including 
himself.  This  is  a  logical  proposition.  No  man  is  smart  enough  to  long  con- 
tinue a  practice  which  gl^•es  to  him  more  than  his  fair  share  of  business. 
[Applause.]  He  may  succeed  in  one  trade,  he  may  get  away  from  his  friend 
or  competitor  his  customer  for  a  single  transaction  or  two  transactions,  but 
It  is  just  as  certain  that  the  competitor  whose  business  has  been  taken  away 
will  the  next  day  or  the  next  week  enter  within  the  domain  of  the  one  who 
has  first  trespassed,  taking  away  his  business  and  adjusting,  equalizing,  bring- 
ing about  at  the  end  of  the  year  or  at  some  definite  period  simply  the  natural 
division  of  business  and  at  greatly  reduced  prices.  And  there  Is  no  exception 
to  this  unless  it  be  on  the  basis  of  the  strong  man  or  the  strong  company  having 
the  advantage  over  his  neighbors,  if  there  is  such  a  one,  and  he  gets  the  busi- 
ness only  by  means  which  result  in  forcing  his  competitor  out  of  business  and 
In  that  way  antagonizing  the  public  Interest  and  earning  the  condemnation  not 
only  of  the  public  but  of  the  very  Government  itself.  Therefore  It  is  imprac- 
ticable. 

Now,  in  view  of  the  fact  that  we  have  no  right  legally  to  enter  into  any 
arrangement  by  direct  or  indirect  means  which  enables  us  to  maintain  prices, 
to  divide  territory,  to  restrict  output,  or  in  any  way  to  interfere  with  the  laws 
of  trade  or  to  stifle  competition ;  in  view  of  the  fact  that  we  can  not  legally 
directly  or  Indirectly  do  anything  which  may  be  construed  to  be  in  restraint 
of  trade,  and  therefore  are  relegated  to  the  one  position  of  treating  each  other 
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^voi^f^^**^®'^  °*  ^t'""'  ^"^'  ''°^  equitable  treatment,  it  behooves  us  to  use  the 
greatest  care  m  the  exercise  of  our  rights  and  in  the  transaction  of  our  busf 
ness,  so  as  to  make  it  absolutely  certain  that  day  by  day?  and  with  rrference 
to  every  transaction  we  are  certain  to  recognize  the  rights  of  ouT  comSrs 
your  friends,  and  the  obligations  which  we  are  under  toward  them  '^°'^^^^^°^^' 
I  say  m  this  presence,  to  men  who  know  by  long  experience— liien  who  know 
to  a  demonstration  that  what  I  speak  is  true  and  logical-t^  we  hive  som^ 
thing  better  to  guide  and  control  us  in  our  business  methods  thin  a  contract 
which  depends  upon  written  or  verbal  promises  with  a  penalty  attached  We 
as  men,  as  gentlemen,  as  friends,  as  neighbors,  having  been  in  close  commune 

^Sw.fn'"^f  ''"'*^'*  ^r^""^  *^"  1^"'  ^^^  ^^'''  ^^^«  "^^ached  a  po°nt  whwTwe 
entertain  for  one  another  respect  and  affectionate  regard.  We  have  reached  a 
position  so  high  in  our  lines  of  activity  that  we  are  bound  to  protecfone  an 
other;  and  when  a  man  reaches  a  position  where  his  honor  is  at  stake  where 
even  more  than  1  fe  itself  is  concerned,  where  he  can  not  act  or  fafl  tTaet 
except  with  a  distmct  and  clear  understanding  that  his  honor  is  involved  then 
he  has  reached  a  position  that  is  more  binding  on  him  than  any  written  or 
verbal  contract.     [Applause.]  ^ 

In  years  gone  by— and  not  many  years  since— many  of  us  at  least,  enter- 
tained toward  others  a  feeling  of  suspicion,  or,  if  not  as  bad  as  that,  we  cer- 
tainly lacked  entire  confidence  in  one  another.  I  know  at  the  magnificent  re- 
ception which  you  gave  to  one  of  your  number  a  year  ago  last  fall  some  of 
you  were  frank  enough  to  say  that  even  three  years  ago,  when  we  met  in  this 
building  under  circumstances  that  were  very  uncertain  concerning  the  future 
you  had  feelings  of  doubt  if  not  of  distrust  in  regard  to  the  real  motive  of  the 
one  who  was  bold  enough  to  invite  you  to  come  together  to  discuss  our  mutual 
Interests;  and  no  doubt  what  was  said  at  that  time  was  true  of  many  others 
who  participated  in  the  considerations  of  that  eventful  year  and  that  all  of  us 
to  some  extent,  had  a  feeling  of  distrust,  or,  at  least,  of  doubt. 

But  I  venture  the  assertion  that  there  has  been  a  change  in  this  respect, 
-and  those  in  this  room,  particularly  those  who,  for  the  last  three  years,  have 
been  coming  into  close  contact  with  others,  meeting  them  day  by  day,  and 
having  opportunity  to  know  what  was  in  the  mind  and  what  was  the  intention 
of  his  neighbor,  have  been  forced  to  reach  the  conclusion  that  their  competitors 
and  neighbors  were  honest  and  fair-minded. 

Is  it  any  wonder  that  such  as  I,  coming  a  few  years  ago  from  another  pro- 
fession, having  spent  his  time  in  other  lines  of  activity,  coming  into  this  busi- 
ness without  knowledge  of  the  business  or  acquaintance  with  those  connected 
with  It,  groping  along,  in  more  or  less  uncertain  paths,  but  eventually  reaching 
the  position  which  we  have  reached  in  our  travels,  so  that  we  can  have  and 
•do  have  absolute  confidence  in  one  another,  willing  to  lay  our  business  down 
upon  the  table  for  the  inspection  of  our  neighbors — is  it  any  wonder  that  I 
should  be  elated,  that  I  should  be  happy,  that  I  should  be  proud  of  the  fact  that 
I  am  associated  with  such  as  you ;  that  in  representing  the  interests  of  a  large 
corporation  I  can  do  business  with  so  many  men  of  prominence,  education, 
experience,  high  standing,  and  repute  in  the  community,  feeling  all  the  time 
that  I  and  the  Interests  I  represent  are  absolutely  safe  in  your  hands?  It  is  a 
proud  moment  in  my  life,  gentlemen.  I  can  not  understand,  I  have  not  the 
vision  to  see  why  it  is  that  you  gentlemen  have  been  so  kind  to  me  personally. 
But  at  the  same  time  I  have  sufficient  mental  capacity  to  appreciate  what  you 
have  done  for,  and  what  you  are  to  me,  and  the  high  position  you  have  put 
me  in  by  the  confidence  you  show  in  me  when  you  come  around  the  table  at 
any  time,  from  any  distance,  at  my  Invitation,  ready,  willing,  and  anxious  to 
turn  over  to  me  and  to  my  friends  all  that  is  in  your  mind,  and  in  your  heart, 
concerning  your  own  business.  And  is  it  to  be  wondered  that  I  take  pride  in 
this,  that  this  is  the  greatest  enjoyment  in  all  my  business  life?  And  this  is 
•equally  true  of  each  of  you,  for  you  occupy  the  same  position  that  I  occupy. 
[Applause.] 

Why  do  I  mention  these  things?  From  the  abundance  of  the  heart  the 
mouth  speaketh.  These  thoughts  in  my  mind,  in  my  heart,  force  expression. 
I  deal  in  frankness.  Why  is  it?  Why  are  these  thoughts  in  my  mind?  Why 
■do  they  crowd  into  words?  Because  at  this  particular  time  I  am  anxious  that 
no  man  around  this  table,  no  one  connected  with  this  business  shall,  for  a 
single  moment,  forget  the  high  moral  obligation  he  is  under  toward  his  neigh- 
bor; because  if  it  was  the  last  word  I  could  have  the  privilege  of  saying  to 
you,  I  would  say,  with  all  my  might  and  with  all  the  emphasis  that  I  could 
find'  words  to  express,  I  consider  it  of  the  highest  Importance,  at  this  particular 
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time,  that  every  one  of  us  should  have  a  keen  and  abiding  sense  of  the  per- 
sonal obligation  which  he  has  toward  all  others  and  to  make  no  mistake  of 
running  the  risk  of  trespassing  within  the  domain  of  the  rights  of  his  neighbor, 
who  has  given  his  confidence  and  trust,  and  who  is  willing  at  all  times  to  put 
within  the  knowledge  and  therefore  more  or  less  under  the  charge  and  con-> 
trol  of  others,  the  very  direction  of  his  affairs.  I  know,  gentlemen,  what 
human  nature  is,  and  I  know  also  that  there  is  no  other  line  or  branch  of  busi- 
ness kindred  to  our  lines,  which  occupies  at  present  a  higher  position  than  ours. 
We  are  to  some  extent  the  subject  of  unjust  attacks  and  of  campaigns,  orig- 
inated and  carried  on  for  the  purpose  of  creating  dissensions  in  our  ranks  or 
to  separate  us  one  from  the  other  or  to  make  us  suspicious,  endeavoring  to 
induce  us  to  believe  the  charges  that  are  made  from  time  to  time  of  the  mis- 
conduct of  our  neighbors  and  to  accept  them  as  true,  and  to  act  accordingly. 
We  must  all  the  time  be  on  the  alert.  When  we  read  in  the  newspapers  or 
when  we  hear  a  •  report .  verbally  from  any  source,  even  from  our  own  sub- 
ordinates, that  our  neighbors  are  not  dealing  justly  by  us,  we  must  scrutinize 
the  reports,  we  must  receive  them  with  caution  and  we  must  not  adopt  them 
unless  we  are  assured  they  are  reliable,  and  then  before  we  act  we  must  be 
certain  to  go  frankly  and  promptly  to  the  neighbor  who  is  charged  with 
wrongdoing  and  give  him  an  opportunity  to  satisfy  us  in  regard  to  the  facts 
before  we  do  him  the  injustice  of  deciding  against  him.     [Applause.] 

As  I  said  recently,  we  have  a  disposition,  an  honorable  instinct,  which  is 
calculated  to  take  care  of  one  another,  and  therefore  ourselves.  Have  we  also 
the  Intelligence  to  manage  our  a^ffairs  in  such  a  way  as  to  make  it  certain  that 
our  business  is  not  controlled  by  those  who  are  inimical  to  our  interests? 

At  the  present  time  the  question  of  maintaining  or  changing  the  prices  of  the 
commodities  in  which  we  deal  is  uppermost  in  our  minds,  because  we  read 
and  hear  about  this  question  every  day  and  almost  every  hour.  I  have  been 
pained,  I  admit,  from  time  to  time,  to  read  in  the  newspapers  that  the  United 
States  Steel  Corporation  carried  a  big  stick,  and  was  in  the  habit  of  Inviting 
the  Independents,  so-called,  to  come  together  for  the  purpose  of  lecturing 
them,  or,  worse  than  that,  of  threatening  them  in  case  they  proposed  to  reduce 
prices.  I  call  upon  you  as  witnesses  to  refute  these  insinuations.  If  it  is  just. 
If  I  have  by  my  conduct  or  by  my  language  induced  any  of  you  to  suppose  that 
I  believe  our  corporation  has  any  advantage  or  is  disposed  to  take  any  ad- 
vantage, or  has  intended  to  urge  you  to  fix  or  to  maintain  prices  concerning 
your  commodities  which  were  not  In  accordance  with  your  own  views,  I  do 
not  hesitate  to  ask  your  pardon.  We  make  no  claim  for  ourselves,  except  of 
the  pride  that  we  have  in  being  your  associates,  and  because  you  have  given 
us  your  confidence,  and  you  are  willing  to  work  with  us.  [Applause.]  If  any 
of  you  desire  to  lower  prices  at  any  time,  and  will  make  the  fact  known  to  me, 
you  will  find  that  I  am  a  follower  and  not  a  stubborn  opposer.  I  shall  always 
beg  leave  to  express  my  opinions  in  regard  to  what  I  think  are  fair  prices, 
but  I  will  do  it  not  for  the  purpose  of  expecting  you  to  adopt  my  views,  nor 
for  any  purpose  except  the  same  purpose  that  you  have  in  mind  when  you  ex- 
press to  me  your  opinions.  We  deal  in  the  open,  we  deal  fairly,  and,  as  I  have 
frequently  said,  you  will  always  find  me  an  easy  mark.  If  a  majority  of  you 
shall  be  of  the  opinion  that  I  am  making  a  mistake  in  advocating  the  main- 
tenance of  prices  you  will  have  on  difficulty  in  getting  me  to  change  my 
opinion ;  and,  very  fortunately,  the  finance  committee  of  our  corporation 
which  determines  the  policy  of  the  corporation,  and  which  is  made  up  of  the 
biggest  men  we  can  get,  are  in  accord  with  me  concerning  these  views.  [Ap- 
plause.] They  have  always  been  willing  to  sustain  me  because  they  believe 
the  positions  taken  are  right. 

Now,  my  opinion  is  that  it  would  be  a  mistake  to  reduce  prices  at  this  time ; 
that  it  would  do  more  harm  than  good ;  that  instead  of  getting  more  business  we 
would  get  less  business;  that  the  average  purchaser,  perhaps  without  excep- 
tion, is  not  so  much  in  favor  of  the  reduction  of  prices  as  he  is  in  favor  of  mak- 
ing It  absolutely  certain  his  prices  are  the  same  prices  that  another  has  to  pay 
for  the  same  commodity.  And  the  only  reason  In  the  mind  of  the  proposed 
purchaser  now,  able  and  ready,  willing  and  anxious  to  buy — the  only  reason 
for  hesitation — is  that  he  gets  the  impression  in  one  way  or  another  through 
the  newspapers,  and  I  fear  frequently  from  our  own  subordinates,  that  there 
is  a  possibility  in  the  future  of  a  reduction  in  prices,  and  he  is  therefore  wait- 
ing for  that  time  to  come. 

It  is  argued  in  some  of  the  newspapers  that  we  are  making  a  mistake  in 
maintaining  prices  because  we  are  keeping  large  numbers  of  our  employees 
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from  work.  I  do  not  think  the  claim  is  logical  or  reasonable.  I  doubt  if  we 
would  get  more  business  if  we  should  reduce  prices.  One  thing  is  certain  if 
we  reduce  prices  in  view  of  the  high  cost  of  production  at  the  present  time, 
and  the  low  prices  of  our  products  which  are  very  much  lower  than  they  were 
in  1907,  we  can  not,  with  very  slight  exceptions,  reduce  prices  unless  we  reduce 
the  wages  we  are  paying  for  labor  (applause),  and  that  I  think  would  be 
deplored.  I  think  we  should  all  the  time  have  in  mind  the  best  interests  of  our 
emt)loyees,  no  matter  whether  they  treat  us  right  or  wrong,  and  regardless  of 
what  they  may  have  done  in  the  past  We  have  the  advantage  of  them  iu 
education,  in  experience,  in  wealth,  in  many  ways,  and  we  must  make  it  abso- 
lutely certain  undei-  all  circumstances  that  we  treat  them  right.    [Applause.] 

You  know  what  has  been  the  attitude  of  the  members  of  the  institute  on  this 
subject.  Many  of  you  remember  the  most  excellent  address  of  Mr.  Dickson 
before  the  members  of  the  Institute,  and  you  know  many  circumstances  tending 
to  show  our  friendly  attitude  toward  labor.  We  must  not  take  a  backward 
step  in  this  matter.  We  may  be  forced  to  reduce  wages  anyhow,  for  maybe 
they  are  too  high  at  present,  but  you  gentlemen  will  have  to  satisfy  me  with 
facts  and  figures  before  you  get  my  consent  to  any  reduction.  I  would  like  to 
maintain  them  if  we  can,  but  to  do  that  we  must  have  fair  and  reasonable 
prices  for  our  product. 

I  have  taken  up  a  good  deal  of  time  and  if  I  finished  I  would  take  a  great 
deal  more  time,  but  I  want  to  hear  from  many  people,  and  I  will  close.  I  hope 
no  one  will  feel  at  all  embarrassed  or  think  that  he  has- to  make  a  speech  or 
say  any  more  than  he  pleases.  You  must  all  remember  that  every  one  will  be 
delighted  to  hear  what  you  have  to  say  whether  your  words  are  few  or  many. 
We  are  all  interested.  We  are  traveling  together  and  we  are  going  to  stand 
together,  I  believe,  without  any  interruption  in  the  future,  and  if  we  do  stand 
together  there  is  nothing  that  can  prevent  the  greatest  success,  because  it  has 
been  and  shall  be  in  every  respect  our  intention  and  our  decision  to  transact 
our  business  In  such  a  way  as  to  be  sure  we  are  fair  and  reasonable  and  also 
within  the  requirements  of  the  law  and  the  demands  of  the  public  interest. 
You  may  read  In  the  newspapers  hints  that  we  are  actually  making  agree- 
ments to  maintain  prices  or  that  we  are  Indirectly  or  by  inference  making 
arrangements  which  are  in  restraint  of  trade,  and  so  we  must  make  it  certain 
that  the  contrary  is  true.  I  would  not  make  an  agreement  under  any  circum- 
stances to  maintain  prices  or  to  do  or  refrain  from  doing  anything  which 
would  prevent  me  from  being  absolutely  independent  from  all  oliers  in  every 
respect  concerning  every  department  of  our  corporation,  or  in  regard  to  the 
conduct  of  our  business,  and  I  would  not  ask  for  any  different  conclusion  from 
others.  As  I  said  before,  the  very  fact  that  it  is  understood  we  have  this  right, 
that  we  are  independent,  that  we  can  go  out  of  this  room  and  do  exactly  as  we 
please  without  violating  any  agreement  or  understanding,  and  that  all  must 
depend  upon  the  belief  that  as  honorable  men  we  are  desirous  of  conducting 
ourselves  and  our  business  in  such  a  way  as  not  to  Injure  our  neighbors,  must 
make  each  of  us  much  more  careful  in  regard  to  the  conduct  of  our  affairs; 
and  there  will  be  no  secrecy  in  what  we  do.  You  may  say,  "  Why  aren't  the 
newspaper  reporters  allowed  in  this  room?"  Because,  in  the  first  place,  many 
of  us,  unaccustomed  to  speak  in  public,  would  hesitate  to  talk  in  the  presence 
of  newspaper  men,  and  because  more  particularly  we  might  fear  we  would  be 
Incorrectly  reported.  This  Is  why  I  suppose  at  these  meetings  you  have  dele- 
gated me  to  make  a  brief  statement  to  the  newspapers,  so  that  there  will  be 
no  opportunity  on  the  part  of  any  one  to  publish  what  Is  not  a  fact  and  then 
make  excuse  that  It  was  based  upon  information  that  he  received  from  someone 
present  at  our  meeting.  There  has  never  been  any  secrecy  on  my  part.  I  have 
never  failed  to  disclose  the  exact  facts  in  regard  to  our  meetings,  and  in  regard 
to  our  conclusions,  and  that  shall  be  my  attitude.  I  think  probably  it  is  better 
for  us  to  be  here  together  as  a  family  and  without  the  presence  of  newspaper 
representatives  outside  of  the  trade  journals.  I  ask  your  pardon  for  having 
taken  up  so  much  time.  I  am  going  to  turn  the  meeting  entirely  over  to  you, 
except  I  will  call  upon  different  ones  that  I  have  had  in  mind  or  may  have  m  mind 
as  the  evening  progresses,  to  say  a  few  words.  If,  at  any  time,  you  desire  to 
hear  from  anybody  else,  do  not  hesitate  to  call  for  that  gentieman,  and  I  will 
be  very  glad  to  ask  him  to  speak.  I  want  you  to  have  your  own  way  about 
everything  I  want  you  to  criticise  me  as  much  as  you  please — as  much  as  I 
deserve  If  you  have  fault  to  find  with  the  conduct  of  anyone  connected  with 
our  company  do  not  hesitate  to  speak  your  mind.  If  there  is  anything  you 
want  us  to  do,  tell  us.     If  you  think  we  can  help  you  in  any  way,  ask  us      If 
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we  are  injuring  you  in  any  respect  do  not  hesitate  to  find  fault.  What  is  true 
at  this  meeting  is  true  at  all  times.  Come  to  our  office,  if  you  please,  and  we 
wiU  work  with  you  so  far  as  we  can  legitimately.  We  are  proud  to  work  with 
you. 

Now,  gentlemen,  we  are  exceedingly  fortunate  in  having  with  us  an  old  time 
friend,  a  man  who  has  been  exalted  to  a  very  high  position,  a  man  who 
represents  our  Government  as  ambassador  to  one  of  the  great  foreign  countries, 
a  man  who  has  received  honors  in  many  places  throughout  the  world,  and  yet 
a  man  just  as  simple  and  just  as  plain  as  he  used  to  be,  never  making  speeches, 
except  when  necessary,  generally  declining  to  talk  at  social  gatherings,  except 
as  a  mere  accomodation  to  his  friends.  After  all,  he  is  just  simply  John  Leish- 
man.     [Applause.] 

HON.  JOHN  G.  A.  LEISHMAN. 

Mr.  Chairman  and  gentlemen,  I  feel  very  highly  honored  to  be  with  you  to- 
night, I  assure  you.  I  am  under  great  obligations  to  our  genial  host,  for  giving 
me  the  pleasure  of  passing  my  last  night  at  home  with  you,  my  friends,  as  I 
am  sailing  in  the  morning,  and  I  am  not  going  to  bore  you  with  a  speech. 
[Applause.] 

Judge  Gaky.  Gentlemen,  I  would  like  to  read  you  a  cablegram  that  I  received 
to-day : 

"  Gary,  Chairman  Steel  Corporation,  New  York: 

"  I  heartily  congratulate  you  and  the  corporation  upon  the  appointment  of 
Farrell  as  president.    He  is  the  best  fitted  man  in  the  world  for  the  position. 

"  Schwab." 

[Applause.] 

MB.   JAMES   A.   FABRELL. 

Judge  Gary  and  gentlemen,  In  view  of  the  honor  which  has  recently  been 
<;onferred  upon  me  by  designating  me  as  president  of  the  Steel  Corporation, 
it  seems  proper  that  I  should  Indulge  in  the  use  of  a  few  pertinent  and  specific 
words  applicable  to  the  subject  which  at  this  time  is  uppermost  in  our  minds. 

I  understand  the  policy  of  the  corporation  to  be  to  cooperate  with  its  com- 
petitors in  the  effort  to  maintain  fair  prices,  and  the  stability  of  business 
conditions,  by  every  means  permissible  under  the  laws  of  the  country  and 
not  antagonistic  to  the  public  conscience. 

I  claim  to  be  a  good  soldier.  Knowing  the  policy  of  the  corporation,  I 
recognize  the  obligation  on  my  part  to  carry  out  to  the  fullest  extent  its  part 
as  defined  and  interpreted  by  Judge  Gary,  the  chief  executive  officer;  and  I 
may  be  expected  to  follow  that  course  for  that  reason.  But,  more  than  that, 
as  you  know  from  my  past  utterances,  1  believe  thoroughly  in  this  policy, 
and  I  have  done  everything  in  my  power  in  this  country  and  in  foreign  countries 
to  show  to  a  demonstration  that  I  was  sincere  in  my  convictions,  and  earnest 
and  energetic  In  carrying  them  into  practical  effect. 

My  heart  is  in  the  cause,  and  you  may  count  upon  me  at  all  times,  and  under 
all  circumstances,  as  your  friend  and  fellow  laborer,  happy  in  the  endeavor  to 
promote  your  interests  and  the  interests  which  I  particularly  represent.  [Ap- 
plause.] 

Judge  Gaby.  You  know,  gentlemen,  that  for  10  years  I  have  been  happy  in 
the  iuimediiite  and  intimate  association  of  Mr.  George  W.  Perkins,  who  has 
worked  with  me  in  all  the  directions  that  we,  around  this  table,  have  been 
pursuing.  We  would  not  be  satisfied  unless  we  lieard  from  him,  even  though 
briefly. 

MB.  GEOKGE  W.  PERKINS. 

Judge  Gary  and  gentlemen,  I  hardly  think  this  Is  an  appropriate  place  for 
an  old,  decrepit,  broken  down  man  who  has  retired  from  business  to  attempt 
to  say  anything.  [Laughter.]  I  am  reminded  of  a  dinner  that  I  went  Into 
a  few  evenings  ago,  rather  late,  and  found  the  recent  district  attorney,  Mr. 
Jerome,  speaking.  He  looked  up  and  saw  me,  and  sort  of  nodded  and  said, 
"There  he  comes."  [Laughter.]  Which  reminded  me  of  an  experience  I  had 
on  the  street  the  other  day.  I  am  in  the  habit  of  being  stopped  by  a  great 
many  people  on  the  street,  whom  I  don't  know,  people  who  know  me,  and  so 
not  wanting  to  seem  to  not  know  the  person,  I  have  a  way  of  saying,  "  It  is 
a  long  time  since  I  have  seen  you."     The  other  day  a  young  man  came  up  to 
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me  on  the  street  and  said,  "How  do  you  do,  Mr.  Jerome?"  and  I  remarked, 
"It  is  a  long  time  since  I  have  seen  you,"  whereupon  he  responded,  "Yes,  I 
am  just  out."     [Laughter.] 

I  was  thinliliig  as  I  saw  Judge  Reed  down  at  the  other  end  of  the  table, 
of  a  dream  that  I  had  about  him  last  ,night  that  might  Interest  you.  It  seems 
to  me  as  if  it  almost  might  be  true.  You  Imow  he  is  a  great  man  for  Christmas 
and  for  his  home,  and  he  does  everything  to  malce  it  happy  and  bright;  he  is 
always  doing  for  others,  you  know.  Well,  this  last  Christmas,  after  the  family 
had  all  had  hosts  of  presents,  his  daughter  saw  her  father  walking  around  the 
room,  and  she  began  to  wonder  what  he  had  received  in  his  stocking.  She 
looked  around  and  she  didn't  see  much,  and  she  thought  possibly  it  was  up 
in  his  room,  and  she  went  up  into  his  room,  and  she  saw  some  things  on  the 
mantel,  and  exclaimed,  "  Why,  these  must  be  Dad's  Christmas  presents.  Poor 
Dad,  is  that  all  Dad  received."  There  on  the  mantel  was  a  1911  calendar,  a 
bottle  of  pickles,  and  a  picture  of  Mr.  Hoyt.     [Laughter.] 

The  judge  was  very  anxious  to  have  us  all  feel  that  we  were  going  to  have 
a  delightful  evening,  and  that  we  wouldn't  be  called  on,  and  that  we  must 
all  do  just  as  we  liked  if  we  were  called  on,  and  have  perfect  liberty  to  handle 
ourselves  in  any  way  we  pleased.  It  reminded  me  of  a  story  that  a  very  good 
Catholic  told  me  awhile  ago  of  an  experience  that  they  had  in  a  little  town 
where  they  had  been  having  revivals,  and  the  Catholic  priest  in  that  town 
thought  they  ought  to  have  a  revival,  and  so  he  engaged  a  hall  and  invited 
everybody  to  come,  and  he  announced  that  because  he  had  called  the  meeting 
people  must  not  thiuk  it  was  a  Catholic  meeting,  but  that  it  was  for  everybody, 
and  that  everybody  must  feel  at  perfect  liberty  to  say  anything  that  they 
pleased,  and  to  bring  up  any  question  they  liked,  and  not  to  feel  at  all  that  it 
was  in  any  way  a  Catholic  meeting.  So  various  speakers  addressed  the  meet- 
ing, and  finally  one  man  got  up  and  sailed  into  the  Pope,  and  when  he,  gat 
through  a  couple  of  young  men  grabbed  him  by  the  trousers  and  carried  him 
to  the  window  and  threw  him  out,  and,  as  they  went  back  to  their  seats, 
the  priest  arose  and  said,  "  If  there  is  any  other  gentlemen  present  that  would 
like  to  make  a  few  remarks,  why,  please  don't  hesitate  to  say  anything  you 
wish."     [Laughter]. 

As  the  judge  said,  having  had  these  questions  that  have  been  discussed 
to-night  very  close  to  my  heart  for  a  long  while,  I  have  been  so  associated 
with  business  in  various  ways,  as  you  know,  that  they  have  Come  very  close 
to  my  attention.  I  could  not  help  but  think,  as  the  judge  spoke  of  the  con- 
ditions as  we  find  them,  what  have  been  the  causes  of  some  of  those  conditions; 
and  I  will  not  take  but  a  moment  in  saying  a  word  or  two  about  them  which 
may  be  helpful  to  all  of  us.  It  is  no  more  true  now  than  it  was  when  we 
were  boys  that  what  is  right  ought  to  be  the  thing,  and  that  we  ought  to  do 
unto  our  neighbor  as  we  would  have  him  do  unto  us.  That  is  no  more  right 
DOW  than  it  was  then,  but  possibly  it  is  a  little  more  expedient ;  it  is  a  little 
more  necessary  than  it  was  then.  That  is  so  because  the  world  has  become 
so  very  small  and  because  we  are  all  huddled  together,  as  it  were,  and  have 
got  to  get  along  together.  Some  one  in  talking  with  me  about  it  the  other 
day  used  the  expression  that  we  had  reached  the  point  in  the  world's  develop- 
ment, that  we  had  arrived  at  the  "  get  together  stage  "  whether  we  like  It  or 
don't  like  it,  the  point  had  been  reached  in  every  way,  between  minds,  between 
commodities;  tve  had  reached  the  point  where  we  are,  as  a  matter  of  fact,  all 
together;  and  while  our  laws  are  not  quite  in  keeping  with  that  theory,  the 
fact  is  that  any  man  in  this  room,  if  he  wills  it  to-night,  can  quote  his  prices 
anywhere  in  the  world  and  come  pretty  nearly  delivering  the  goods.  Now, 
it  does  not  make  any  difference  whether  an  ocean  separates  him  from  his  cus- 
tomer or  whether  he  has  got  to  jump  over  half  a  dozen  State  lines  in  getting 
to  his  customer,  the  telephone,  the  cable,  the  20th  Century  train  does  the 
business.  As  many  of  you  know,  that  is  a  hobby  of  mine;  but  I  do  not  think 
sufficient  attention  is  given  to  it,  and  the  relations  of  people  to  each  other  are 
no  more  important  in  society  for  the  conduct  of  it  than  they  are  in  business 
for  its  conduct ;  and  the  diflSculties  of  many  of  our  problems  to-day  is  the  lack 
of  a  realization  of  that  fact. 

One  would  think  that  from  our  magazines,  our  newspapers,  and,  I  regret  even 
more  to  say,  many  of  our  public  men,  a  large  part  of  our  corporation  upbuilding 
In  this  country  had  been  done  by  men  of  evil  mind,  bent  solely  on  a  desire  to 
accumulate  personal  power  and  profit.  Now,  admitting,  as  we  all  must,  that 
there  has  been  much  abuse  of  the  instruments  of  business  for  the  purpose  of 
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personal  power  and  profit,  the  fact  remains  that  at  no  time  in  the  history  of  the 
world  could  the  things  have  been  done  in  business  that  are  being  done  to-Qay 
were  it  not  for  the  instruments  that  had  been  given  to  us  by  inventors  witn 
which  to  do  business.  Therefore,  we  must  either  eradicate  the  cause  or  learn 
in  some  way  to  get  along  with  it.  Electricity  perhaps  is  as  little  understood  in 
reality  as  any  other  force  in  the  world  to-day.  One  of  the  things  that  they 
know  about  in  connection  with  it  is  that  it  is  exremely  dangerous  and  very 
deadly  and  all  that,  but  we  are  not  putting  it  away  because  of  that.  We  do 
not  say  "  Take  it  out  of  here,  it  will  kill  us  all  and  we  know  very  little  about 
it  and  it  is  an  awful  force,  and  power  and  can  do  untold  harm  and  we  hardly 
know  how  much  harm."  No.  We  say  there  is  a  good  deal  that  can  be  done 
with  that  that  is  good.  Let  us  regulate  and  control  that,  bend  it  to  our  uses, 
minimize  in  every  direction  the  harm  that  it  can  do  to  us  and  use  the  good 
that  is  in  it.  This  just  leads  to  the  question  of  how  to  get  out  of  our  great 
corporations  the  good  that  is  in  them,  realizing  that  under  certain  conditions 
and  certain  forms  of  management,  if  you  please,  they  might  do  very  great  evil. 
I,  for  one,  believe  absolutely,  and  the  more  I  see  and  the  longer  I  am  in  busi- 
ness, the  more  I  am  convinced  that  there  is  only  one  way  out  of  many  of  our 
troubles,  nnd  that  is  for  the  business  men  of  this  country  to  give  a  certain  per- 
centage of  their  time  and  thought  to  the  public  questions  of  the  day.  [Ap- 
plause.] When  we  passed  through  the  very  many  severe  ordeals  that  this 
country  has  in  the  past,  such  as  the  slavery  question  and  free  silver,  we  solved 
them  right — right,  I  mean,  from  the  standpoint  from  the  future  growth  and 
development  of  the  country,  which  means  the  greatest  good  to  the  greatest 
number.  We  only  solved  them  that  way  because  of  complete  and  full  and  free 
discussion  and  the  presentation  of  both  sides,  not  one  side. 

Now,  we  are,  in  mj  judgment,  in  as  severe  a  test  as  regards  the  future  of 
this  country  as  we  have  been  in  any  of  these  other  questions.  You  may  just 
boil  it  down  in  one  sentence  what  I  mean.  The  Executive  of  our  Nation  is 
to-day  bending  every  efCort  to  complete  the  Panama  Canal.  We  are  all  proud 
o£  it.  Nobody  would  perhaps  have  it  different.  What  does  that  mean?  If  it 
means  anything,  it  means  that  this  Nation  is  being  placed  in  the  very  center 
of  the  commercial  growth  of  the  world  in  the  future.  While  the  Chief  Execu- 
tive is  doing  that  and  putting  this  country  in  that  position  toward  business 
and  commerce  we  are  waiting  with  abated  breath  to  hear  the  Supreme  Court 
say  that  we  may  go  on  and  do  business  on  a  plan  commensurate  with  our  posi- 
tion, namely,  on  a  wholesale  plan,  or  go  back  and  do  business  on  a  retail  plan. 
And  while  the  Chief  Executive  is  building  a  canal  and  we  are  waiting  for  the 
Supreme  Court  to  render  that  decision,  our  Congress  sits  still  and  says :  "  We 
won't  give  you  a  single  ship  for  your  ocean."  Those  are  business  questions. 
They  can  only  be  settled  by  a  discussion  and  a  presentation  of  both  sides,  and 
if  we  settle  them  wrong  it  is  going  to  mean  for  our  children  and  our  children's 
children  a  disadvantage  in  the  world  of  commerce  of  which  we  gentlemen  can 
hardly  measure  the  result.     [Applause.] 

In  Washington,  directly  opposite  the  residence  of  one  of  the  principal  officials, 
where  I  have  called  his  attention  to  it  sevenil  times,  is  a  vacant  lot,  and  on 
the  other  lot  is  a  long  lo^v  building  on  which  is  a  sign  "Horses  shod  by  a 
horseshoer."  That  is  exactly  what  we  need  in  Washington  and  in  a  good 
many  other  places  to-day — we  want  our  horses  shod  by  liorseshoers.  [Ap- 
plause.] And  we  must  have  constructive  work  by  men  who  know  how  It  should 
be  done;  and  if  I  never  could  make  a  plea  for  anything  else  it  would  be  for 
you  gentlemen  who  represent  so  much  in  each  one  of  your  separate  communities 
to  think  about  the  condition  in  which  we  find  our  business  in  this  country  to- 
day, and  whether  you  are  worth  one  million  or  ten  million,  it  does  not  matter 
much  in  comparison,  you  can  do  very  much  in  getting  the  questions  of  the 
day  presented  for  the  proper  consideration  of  the  people.  We  never  had  a 
time  in  the  history  of  the  country  when  our  people  had  been  educated  where 
they  were  so  ready  for  the  question. 

I  think  the  greatest  object  lesson  the  country  ever  had  was  in  the  State  of 
Ohio  this  fall  where  the  independent  vote  showed  such  startling  conditions. 
That  is  because  of  the  enormous  amount  of  money  that  has  been  spent  in 
this  country  in  the  education  of  the  masses  of  the  people.  We  need  not  fear 
the  result  if  we  can  only  get  the  case  presented,  but  it  has  been  presented  by 
newspapers  and  magazines  and  by  politicians  only  on  one  side  and  we  have 
sat  still  and  almost  let  the  thing  go  by  default.    I  did  not  mean  to  speak  so  long. 
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MB.   WILLIS  L.   KING. 

Judge  Gary  and  gentlemen,  I  wish  I  had  the  tongue  and  ability  to  express 
to  Judge  Gary  my  own  sentiments  and  the  sentiments  of  the  gentlemen  here 
as  to  the  part  and  position  he  has  taken  in  the  steel  industry.  I  will  only  say 
In  a  few  words  that  he  has  the  entire  confidence  of  every  man  to  whom  I  have 
ever  talked,  and  I  think  that  that  Is  the  best  compliment  that  he  can  be 
paid.     [Applause.] 

I  think  we  are  interested  more  particularly  this  evening  in  two  things : 
First,  what  is  the  cause  of  the  hesitation  in  business;  and  second,  what  we  can 
do  to  remove  that  cause.  I  do  not  know  that  I  am  prepared  to  tell  you  what 
the  real  cause  Is.  I  rather  think  it  is  political  and  somewhat;  economic,  per- 
haps; but»many  people  give  as  one  of  the  causes  for  the  present  depression  in 
business  the  fact  that  there  has  been  such  a  large  increase  in  the  productive 
capacity  in  the  steel  business  in  the  last  three  years — probably  25  to  30  per 
cent.  I  must  confess  that  I  thought  this,  perhaps,  was  the  reason  myself  until 
I  made  some  investigation  in  the  light  of  the  recent  census  and  compared  that 
census  with  those  of  former  years  and  the  relation  that  the  population  bore  at 
different  times  to  the  wealth  of  the  country,  which,  of  course,  means  con- 
suming power.  I  find,  for  exahiple,  that  in  1860  we  had  a  population  of 
30,000,000  in  this  country  and  in  1910,  just  50  years  later,  something  over 
90,000,000,  or  say  200  per  cent  of  an  increase.  During  that  same  time  the 
savings  banks  deposits  in  1860  were  $150,000,000,  and  in  1910  four  thousand 
millions,  or  about  2,500  per  cent  increase.  Now,  I  think  that  represents  the 
consuming  power  of  this  country  better  than  anything  else  that  I  can  say  to 
you.  In  other  words,  we  are  able  to  buy  and  pay  for  and  consume  many 
hundred  times  in  excess  of  the  increase  in  population.  Now,  as  to  what  we 
can  do  to  remove  this  cause,  I  think  the  first  thing  we  ought  to  do  is  to  have 
confidence  ourselves  and  to  conduct  our  business  in  such  a  fair  and  reasonable 
way  to  the  public  that  they  will  soon  have  confidence  in  it  also.  I  do  not 
.believe  that  the  newspapers  or  the  people  generally  of  this  country  are  aware 
that  there  has  been  a  general  reduction  in  prices  since  the  year  1907.  In  that 
year,  as  you  know,  there  was  a  very  large  consumption,  the  mills  were  taxed 
to  the  utmost,  and  there  was  a  strong  effort  made  by  the  large  steel  manu- 
facturers to  hold  down  prices.  Notwithstanding  that  prices  to-day  on  the 
tn-erage  for  finished  material  are  $7  per  ton  lower  than  they  were  at  that  time 
in  spite  of  the  very  great  increase  in  cost,  part  of  which  was  the  increase  in 
labor,  it  seems  to  me  that  there  can  be  no  criticism  directed  toward  us  iij  main- 
taining present  prices,  which  are  so  low  that  they  can  only  be  reduced  by  a 
reduction  of  labor,  which  I  think  we  all  admit  would  be  very  regrettable. 

After  all,  the  year  that  has  just  passed,  generally  speaking,  has  been  a  good 
year.  It  goes  down  into  history  as  the  year  of  the  greatest  production  so  far 
in  this  country,  and  it  has  been  a  year  of  fair  profit.  The  consumption,  gen-  • 
erally,  has  been  large,  and  just  as  soon  as  our  railroad  friends  have  sufficient 
confidence  to  come  in  and  buy  some  material  I  feel  certain  that  we  all  will 
be  fully  employed.  I  think,  therefore,  to  talk  of  reducing  the  prices  ought  not 
to  be  considered  for  a  moment.  As  Judge  Gary  has  very  properly  said,  it  would 
not  result  in  good  to  any  one,  it  would  not  result  in  more  business  to  us,  it 
would  not  do  the  public  any  good;  therefore,  I  hope  it  will  be  the  consensus 
of  opinion  here  to-night  that  we  will  maintain  the  present  prices,  which  are 
fair  and  reasonable,  and  await  with  patience  the  inevitable  result  which  will, 
of  course,  be  better  business  and,  I  think,  in  the  very  near  future. 

ME.    E.    0.    FELTON. 

Judge  Gary  and  gentlemen,  as  I  have  been  sitting  here  to-night  I  can  not 
help  comparing  the  attitude  of  each  one  of  us  toward  the  others  with  the 
attitude  of  the  same  people  when  Judge  Gary  first  got  us  together.  The 
greater  confidence  which  we  have  in  one  another,  the  better  relations  which 
have  been  established— and  that  condition  of  affairs  reminds  me  of  an  o  d 
storv  the  story  of  an  old  colored  man  whose  old  home  cat  had  presented  him 
with  a  very  fine  litter  of  kittens.  He  was  not  very  well  off  in  this  world  s 
goods  and  he  thought  he  might  make  something  on  the  kittens  so  he  put  them 
in  a  basket  very  carefully  and  went  around  and  called  on  the  Presbyterian 
minister  of  the  village,  and  he  said,  "Mr.  Smith,  I  have  a  very  fine  litter  of 
kittens  here,  sir,  fine  Presbyterian  kittens,  and  I  think  you  can  make  use  of 
them    sir."     Well,  the  Presbyterian  minister  did  not  have  any  use  for  kittens. 
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and  he  told  the  old  colored  man  so,  and  he  went  away  very  much  disappointed. 
In  the  afternoon  he  went  up  to  see  the  Episcopal  minister  of  the  village,  and 
he  came  to  the  door  and  said.  "  Mr.  So-and-so,  I  have  here  a  very  fine  litter 
of  Episcopalian  kittens  and  I  think  you  can  make  use  of  them."  Well,  the 
Episcopalian  minister  said,  "  We  have  more  cats  around  this  house  than  we 
know  what  to  do  with,  and  I  can  not  use  them,  Sam."  It  just  happened  that 
the  Presbyterian  minister  was  calling  on  the  Episcopal  minister  that  afternoon, 
and  he  was  sitting  around  the  corner  of  the  porch  and  he  came  around  and 
said  to  Sam :  "  What  do  you  mean  ?  You  came  around  to  see  me  this  morning 
and  told  me  that  those  were  good  Presbyterian  cats  and  this  afternoon  you 
come  here  and  you  tell  my  friend  here  that  they  are  good  Episcopalian  cats, 
and  I  want  to  .know  what  you  mean  by  it." 

The  old  man  was  a  good  deal  flabbergasted,  of  course,  and  he  scratched  his 
head  and  thought  for  a  moment,  and  then  said,  "  Well,  sir,  those  cats  was  good 
Presbyterian  cats  this  morning,  but  since  then  they  have  had  their  eyes 
opened."     [Laughter.] 

Now,  I  think  we  have  all  had  our  eyes  opened  since  the  first  meetings  that 
were  held  here,  and  I  hope  we  are  going  to  keep  our  eyes  opened,  and  are 
not  going  to  shut  them  up  to  the  situation.  If  there  is  anybody  who  thinks 
the  present  business  situation  will  be  improved,  stimulated,  by  cutting  prices, 
he  ought  to  consider  just  one  branch  of  our  business ;  he  should  look  at  the 
facts  and  argue  from  those  facts.  Let  him  look  at  the  pig  iron  situation. 
Now,  in  the  pig  Iron  situation  there  has  been  in  a  general  way  an  open  market ; 
that  is,  prices  have  been  met  by  everybody  as  they  saw  fit,  and  things  have 
gone,  as  you  know,  down,  down,  down.  When  you  go  home,  take  up  last 
week's  Iron  Age,  and  look  at  the  diagram  that  was  printed  in  it,  in  which  the 
production  of  pig  iron  is  compared  with  the  prices  during  1910.  You  will  find 
that  the  reduction  in  price  not  only  did  not  stimulate  consumption,  but  that 
the  production  line  went  down  faster  than  the  price  line.  Now,  what  is  true 
in  that  line  of  our  business  will  be  true  in  every  other  line  if  we  are  foolish 
enough  to  go  ahead  and  cut  prices.  I  think,  gentlemen,  that  is  a  lesson  that 
we  should  all  take  to  heart. 

Before  I  sit  down  I  want  to  say  another  word — and  I  don't  know  that  I 
ever  wished  more  that  I  had  the  skill  to  say  just  what  I  feel — I  want  to  say 
a  few  words  about  Jim  Parrell.  Perhaps  of  all  the  people  here,  except  his 
immediate  associates,  my  concern  knows  him  the  best.  Since  he  has  been 
connected  with  the  Steel  Products  Export  Co.  we  have  been  very  close.  We 
never  .had  a  business  dealing  with  him  that  we  did  not  come  away  from  It 
with  a  greater  respect  for  his  business  ability  and  a  higher  regard  for  him  as 
a  man;  and  when  I  read  this  morning  that  he  had  been  selected  for  this  high 
position,  I  just  felt  my  backbone  stifCen  right  up ;  I  felt  that  the  policies  of  the 
Steel  Corporation  were  going  to  be  carried  forward  as  Judge  Gary  wanted 
to  have  them  carried  forward,  and  I  felt  that  we  could  be  sure  that  eVery  word 
that  Farrell  said  would  be  carried  out  to  the  letter.    [Applause.] 

I  think  I  reflect  what  is  in  the  mind  of  every  person  here  when  I  say  that 
I  wish  for  Mr.  Farrell  every  success  in  the  big  office  that  has  been  put  upon 
his  shoulders,  and  I  assure  him  that  he  is  going  to  have  our  support  In  carrying 
on  the  great  work  that  he  has  undertaken.    [Applause.] 

Judge  Gary.  I  now  call  upon  Mr.  Topping. 

ME.  JOHN   A.   TOPPING. 

Mr.  Chairman  and  gentlemen,  I  fully  agree  with  what  has  been  said  about 
the  general  situation  by  the  different  speakers,  and  particularly  with  their 
remarks  so  far  as  they  apply  to  the  wisdom  of  the  policy  that  Judge  Gary  has 
instilled  in  us  to  follow. 

I  am  more  convinced  than  ever  that  any  efforts  at  this  time  to  reduce  prices 
with  a  view  to  stimulating  consumption  will  be  met  in  about  the  manner  that 
Mr.  Felton  has  illustrated.  The  price  line  will  go  down  much  faster  than  the 
production  line  will  go  up. 

There  has  been,  as  you  know,  an  influence  at  work  to  undermine  confidence. 
It  has  been  an  influence  at  work  on  our  salesmen,  and  I  believe  that  we  all 
should  get  together  and  if  we  should  do  something  to  stiffen  up  the  backbone 
of  the  salesmen  we  would  have  real  cooperation  and  real  enthusiasm.  Now, 
if  we  are  going  to  have  cooperation  in  the  matter  of  policy,  why  should  not  we 
have  cooperation  all  down  the  line?    The  way  to  get  that  cooperation.  In  my 
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judgment,  is  to  stimulate  it.  The  feeling  that  we  have  ourselves  around  this 
table  I  think  ought  to  go  clear  down  the  line.  Our  salesmen  do  not  talk  as  we 
think.  I  think  they  should  talk  as  we  think.  The  way  to  bring  that  about  is 
to  do  a  little  missionary  work,  each  and  every  one  of  us,  in  the  direction  I 
have  suggested.  I  have  taken  that  work  up  myself,  and  I  am  happy  to  say 
that  it  has  so  far,  in  a  small  way,  seemed  very  effective.  If  our  salesman  hears  ' 
bear  talk  and  goes  up  against  bear  Influences  all  the  time,  he  must  be  Impressed 
by  it,  but  if  he  knows  some  of  the  facts  such  as  Mr.  King  has  suggested,  that 
the  costs  are  high,  that  the  prices  relatively  low^-if  you  say  to  him  that  the 
labor  cost  as  compared  with  1904,  the  previous  low  level,  is  30  per  cent  highet 
to-day  than  it  was  then,  with  supplies  and  all  the  elements  that  go  into  steel- 
making  higher  relatively  than  they  were  then,  the  salesman  is  in  a  position  to 
say  that  the  margin  of  profit  Is  so  low  that  a  reduction  of  15  or  20  per  cent  is 
not  possible.  I  think  if  we  carry  out  the  program  that  the  railroads  are 
carrying  out  and  appealing  to  public  opinion,  showing  that  we  have  no  margin 
for  reducing  the  prices,  I  think  that  is  the  way  to  bring  about  the  result  we 
desire.     [Applause.] 

Judge  Gaby.  Before  I  call  the  next  speaker  I  would  like  to  refer  to  two 
things.  It  is  a  fact  that  prices  of  some  of  our  commodities  have  been  ma- 
terially reduced  during  the  last  two  or  three  years.  I  think  perhaps  it  would 
be  a  mistake  for  any  of  us  to  say  that  they  have  been  reduced  in  all  respects 
in  reference  to  all  lines  to  the  point  where  they  are  now  fair  and  reasonable, 
because  it  is  the  fact  that  they  have  been  reduced  in  many  respects  below  that 
point,  and  we  would  stultify  ourselves  if  we  were  to  say  that  two  or  three 
years  ago  they  had  not  reached  that  point.  You  can  see  what  I  have  In  mind. 
I  only  want  to  call  attention  to  the  exact  facts  here  so  as  to  make  it  certain 
that  none  of  us  will  unintentionally  misrepresent  the  facts.  In  respect  to  some 
commodities,  I  am  sure  at  the  present  time  they  are  too  low.  One  other 
thought.  I  agree  with  all  that  has  been  said  by  Mr.  Topping  and  Mr.  Felton 
and  others  concerning  Mr.  Farrell.  You  know  about  how  proud  I  am  of  the 
fact  that  he  is  not  only  loyal,  but  that  he  is  enthusiastic  with  reference  to  this 
policy  of  maintenance  of  higher  prices,  particularly  such  cooperation  as  ad- 
vances the  interests  of  all  concerned ;  and  yet  we  may  unintentionally,  by  in^ 
ference,  some  of  us,  in  referring  to  him  do  an  injustice  to  Mr.  0orey,  and  as 
he  is  not  present  I  think  1  am  justified  in  saying  that  none  of  you  I  am  sure 
will  say  nor  do  you  think  that  in  a  single  instance  did  Mr.  Corey  ever  give 
you  his  word  concerning  what  he  intended  to  do  without  keeping  that  word  to  ■ 
the  letter.     [Applause.]     Will  Mr.  Clarke  say  a  few  words? 

MB.  E.  A.   S.  CLARKE. 

JiTDGE  GARY  AND  GENTLEMEN:  I  have  been  very  much  interested  in  listening  . 
to  what  Mr  Topping  said,  and  I  agree,  myself,  heartily  with  the  idea  that  Mi. 
ToTOing  sets  forth.  I  believe  it  is  an  excellent  thing  to  coach  our  salesmen 
along  the  1  nes  Mr.  Topping  has  suggested,  but  I  submit  I  can  easily  conceive 
oa^salesman  having  madelii^  little  talk  to  the  purchaser  and  having  been  me 
with  the  single  reply  that  so-and-so  quotes  lower  prices.  While  I  think  it  is 
well  to  coach  salesman,  we  must  put  into  them  the  very  same  spirit  I  think  we 
rif  have  here  that  we  Tre  in  honor  bound  not  to  change  our  prices  without 
letting  the  other  man  know  it,  because  then  the  salesman  knows  that  he  has  an 

instill  in  ,^™.^®  J®'^''"^  ^""^^  simnlv  an  attempt  to  influence  him  m  some  way 
TotheTwetTl/^tlffen  him"up"ro's^ur      add^nal  extent  that  we  will  have  ' 
our  businesses  managed  as  we  want  t^^m  managed.  heartily  to  ' 

I  want  to  say  only  one  word  more   and    hat  is  subs 
the  expressions  of  my  friend  Felton  as  to  J  im  ^  cu  company.     As  '■ 

five  years  pretty  ^lose  relations  with  Mr.  FarreU  on  be^  of  anything 

I  said  to  somebody  ?L^7  .^-^-^if  *' i^^there  was  any  question,  he  always  decided 
but  the  most  absolu  e  ^  rnes^      "  ^he^^  ^^^^j^  /  ^ere  to  express  my  opiniori 

Judge  Gary.  Mr.  Campbell. 
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MB.  J.  A.   CAMPBELL. 

I  attended  a  banquet  a  short  time  ago  given  in  honor  of  a  young  man  who  is 
an  author,  on  his  thirtieth  birthday.  His  name  was  Mr.  J.  G.  Butler,  jr.  Of 
course,  the  "  .junior  "  means  he  Is  a  young  man,  and  at  that  banquet  our  toast- 
master  was  Jim  Hoyt,  as  you  familiarly  call  him,  and  I  made  a  solemn  resolve 
after  hearing  that  silver-tongued  orator,  whom  some  of  you  are  acquainted  with, 
that  I  never  again  would  malie  a  speech  In  his  presence.  I  was  unfortunate 
enough  to  make  a  speech  at  that  meeting.  Besides,  Mr.  Butler,  who  lives  at 
Briar  Hill,  a  suburb  of  Our  city,  would  never  forgive  me  if  for  any  reason  he 
was  not  called  upon  to  make  a  speech  later  on,  and  for  fear  he  may  not  be 
called  upon,  it  seems  to  me  that  I  had  not  better  say  anything  at  this  meeting. 

This  is  a  very  inspiring  meeting  and  I  am  heartily  In  favor  of  everything 
that  has  been  said,  and  you  all  know  that  both  the  policy  of  our  company  as 
directed  by  our  directors  and  myself  is  in  harmony  with  the  ideas  of  Judge 
Gary  and  the  men  under  him.  I  will  do  everything  I  Can  to  promotet  that 
harmony  in  the  future.     [Applause.] 

Judge  Gaby.  Mr.  Price. 

ME.   C.   e.  PKICE. 

I  will  only  speak  of  the  business  situation  and  indorse  the  fact  that  I  con- 
sider it  very  inopportune  at  this  time  to  make  any  change  in  prices.  I  do  not 
believe  that  the  customer  wants  It.  It  will  tend  to  destroy  stability,  and  while 
there  Is  the  keen  pressure  brought  to  bear  in  all  directions,  even  going  to  the 
extent  of  untruths  to  accomplish  the  end.  I  think  we  would  all  see  a  repetition 
of  what  occurred  in  the  spring  of  1909,  not  more  than  a  month  or  so  later  than 
this  perior  of  the  year,  where  the  prices  were  reduced  and  business  was  not 
stimulated  and  prices  were  again  reduced  in  May.  as  I  recollect,  and  the  market 
thoroughly  in  the  meantime  demoralized,  resulting  in  wage  reductions,  which 
must  follow.  For  th.it  reason  I  think  it  would  be  a  grave  business  mistake  to 
in  any  way  give  out  even  an  intimation  that  prices  would  be  reduced.  As  we 
all  know,  as  has  been  stated  by  the  others,  there  is  no  necessity  for  a  reduction 
In  prices. 

I  want  to  say  just  one  word  on  the  fact  that  I  presume  we  are  all  confronted 
with  the  same  statement  which  comes  to  me  almost  daily  accusing  one  or  the 
other  at  some  one  point.  In  some  one  direction,  of  making  some  concession  or 
some  subterfuge  by  which  a  concession  is  made,  all  having  exactly  the  same 
elTect.  I  believe  that  it  is  not  true,  and  I  prefer  not  to  believe  it.  I  therefore 
say  that  in  my  judgment  we  should,  to  use  the  common  expression,  "  Stand  pat." 
[Applause.] 

Judge  Gary.  Mr.  Grace,  of  Bethlehem  Steel  Co. 

ME.    WILLIAM    M.   GEACE. 

Mr.  Gary  and  gentlemen,  you  have  already  heard  from  Bethlehem,  and  about 
Bethlehem  policy  in  the  cablegram  from  Mr.  Schwab. 

My  position  reminds  me  of  a  little  story  I  heard  the  other  night,  a  Christian 
Scientist  and  a  Methodist  minister  discussing  as  to  their  methods  in  preparing 
their  Sunday  discourse.  The  Christian  Scientist  said  that  on  Monday  he  began 
to  give  some  thought  as  to  the  selection  of  his  text,  in  order  to  get  the  thought 
principle  and  the  air  waves  moving  between  his  congregation  and  himself.  On 
Tuesday  he  would  probably  select  his  text,  and  on  Wednesdny  ho  would  make 
an  outline  of  his  discourse,  and  on  Thursday  he  would  prepare  it  in  writing,  iind 
Friday  he  would  correct  it  and  memorize  it  for  Sunday.  Saturday  he  would 
go  over  it  to  be  sure  that  it  was  entirely  polished,  and  by  Sunday  morning  he 
was  entirely  prepared,  and  he  thought  that  bis  congregation  was  entirely  pre- 
■  pared  and  that  they  had  been  helping  him  all  the  week  with  his  battle 
that  he  would  put  up  against  Satan.  And  the  Methodist  minister  said,  "  I  con- 
sider your  procedure  all  wrong.  During  the  week  I  keep  my  mind  absolutely 
off  of  my  Sunday  discourse.  I  do  not  give  the  congregation  or  my  adversary 
an  opportunity  to  think  at  all  as  to  what  I  might  say  on  Sunday  morning.  As 
a  matter  of  fact,  the  Uevfl  himself  don't  even  know  what  I  am  going  to  say." 

Judge  Gary,  as  our  subordinates  come  to  my  office,  there  is  but  one  thing 

•that  I  have  been  taught  by  my  snperiors  to  say.  and  that  is.  "Mr.  So-and-so 

bas  quoted  a  dollar  or  so  less  a  ton  than  you  have."  I  say.  "  Where  did  you 

hear  that?"    And  they  say,  "A  person  engaged  in  such-and-such  a  railroad  told 
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me  SO."  I  reply.  "  Just  forget  it,  don't  say  it  again ;  I  have  more  confidence  in 
our  associates  wliom  we  meet  In  our  own  office,  and  our  line  of  manufacture, 
than  I  have  in  the  men  who  are  purchasing  from  us."    I  thank  you.     [Applause.] 

Judge  Gary.  "We  have  with  us  this  evening  two  publishers  and  editors  who 
have  the  mental  capacity  to  understand  what  we  say,  and  Who  have  the  honesty 
to  represent  what  we  say  when  they  represent  anything.  We  are  proud  of 
their  acquaintance  and  delighted  to  have  them  here,  and  we  are  wilUng  that 
they  should  know  our  very  thoughts.  We  have  always  invited  representatives 
of  those  magazines,  and  it  is  my  pleasure  first  to  call  Mr.  Findley,  the  editor 
of  the  Iron  Age. 

ME.   A.    I.   FINLEY. 

Mr.  Chairman  and  gentlemen,  I  am  not  a  manufacturer  of  steel,  but  only  a 
manufacturer  of  a  certain  kind  of  literary  product,  and  it  is  one  that  unfor- 
tunately we  can  not  reduce  to  50  per  cecit  capacity  at  any  time.  We  never  have 
the  privilege  of  banking,  and  as  for  "  blowing  out  "  it  is  unthinkable.  [Laughter 
and  applause.] 

I  certaiuly  would  feel  like  an  interloper  were  it  not  for  the  kindly  assurance 
of  the  chairman  and  the  pleasant  anecdote  of  Mr.  Perkins  in  which  we  are  in- 
vited to  express  ourselves  freely  as  to  what  our  inmost  thoughts  are.  The 
question  of  price  is  certainly  a  vast  one,  and  an  Important  one,  and  a  grave 
one.  I  understand  that  It  even  enters  into  professional  life  at  times.  A  gentle- 
man had  the  misfortune  to  fall  upon  the  street  in  New  York  the  other  day, 
and  was  hurried  to  a  hospital.  The  physicians  gathered  around  him,  decided 
in  their  minds  that  he  must  be  operated  upon,  but  they  were  uot  sure  for  what 
to  operate  until  one  found  in  his  inside  pocket  one  thousand  dollars,  and  they 
immediately  operated  upon  him  for  that.     [Laughter  and  applause.] 

If  I  may  say  so,  I  certainly  am  a  sympathetic  onlooker,  and  as  for  anything 
further  on  the  question  of  prices  may  I  aslc  of  the  Chairman  for  leave  to  print? 
[Long  applause.] 

Judge  Gary.  I  was  told  that  Mr.  Penton,  of  the  Iron  Trade  Review,  was  to 
be  here  this  evening,  but  I  do  not  see  him.  Is  he  present?  He  expected  and 
intended  to  be  here.     Is  there  a  representative  of  his  here? 

ME.   C.   J.   STAEK. 

Judge  Gary  and  gentlemen,  I  happen  to  be  standing  in  Mr.  Penton's  shoes 
this  evening.  As  you  all  know  Mr.  Penton,  I  can  merely  say  this,  "A  paper 
can  only  reflect,  and  as  a  reflector  I  think  you  can  all  be  sure  that  we  are 
willing  to  do  our  part."     [Applause.] 

Judge  Gaby.  Through  a  feeling  of  envy  we  have  all  been  doing  our  best  to 
place  our  friend  Mr.  Hoyt  on  a  pinnacle  so  high  that  there  might  be  some  possi- 
bility of  his  failing  to  remain  fully  up  to  the  peak.  Mr.  Hoyt  needs  no  intro- 
duction from  us.  He  is  our  friend.  He  is  always  the  same  Jim  Hoyt.  You 
can  put  your  finger  on  him,  and  you  know  where  to  find  him.  He  will  lead  you 
out  of  trouble  if  you  are  in  trouble,  and  he  will  keep  you  out  of  trouble  if  you 
haven't  got  into  trouble,  provided  you  give  him  a  chance,  but  in  this  meeting 
he  has  been  an  attentive  listener.  He  is  a  believer  in  our  cause.  He  has  been 
of  immense  benefit  to  us,  and  whether  he  speaks  or  not  it  is  a  great  delight  to 
have  him  with  us.  I  am  going  to  ask  him  if  he  will  speak  to  us  as  long  or  as 
briefly  as  he  pleases.    Mr.  Hoyt.     [Applause.] 

ME.  JAMES  H.  HOYT. 

After  your  flattering  introduction  it  is  only  right  for  me  to  say  that  since 
1907  my  price  has  been  reduced  about  seven  dollars  a  ton.  So  far  as  a  few 
words  of  mine  in  regard  to  ilr.  Farrell's  promotion  I  have  only  to  say  that 
having  attended  this  meeting  and  listened  to  the  speakers  and  reports,  if  he 
does  half  as  well  at  home  as  he  has  abroad  he  will  reflect  very  great  credit  on 
the  United  States  Steel  Co.  ,      .    ^.  ,         .,    ^  m,,^ 

I  regret  that  his  excellency,  our  Ambassador  to  Italy,  sails  to-morrow.  The 
last  time  that  I  met  him  he  got  me  out  of  jail  in  Lucerne,  as  the  representative 
of  a  mighty  Government.     I  may  need  him  here.     I  am  sorry  he  is  going. 

If  Judge  Gary  had  not  given  us  a  perfect  license  to  say  what  we  please  about 
anvbodv  or  anything  to-night,  I  would  have  hesitated  to  tell  the  truth  about 
Mr  Perkins  if  he  had  not  admitted  it.  You  will  remember  he  spoke  of  a  dream 
he  had   and  I  say  to  you  gentlemen  it  was  an  incoherent  dream.     He  has  tacitly 
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admitted  tlie  leason  lie  has  retired  to  private  life;  it  was  because  he  has  con-, 
tracted  the  opium  habit. 

Business  men  of  this  time,  and  especially  those  of  you  who  have  engaged 
in  large  affairs,  seem  to  me  to  be  somewhat  in  the  position  of  an  Irishman  who 
was  about  to  die — I  do  not  mean  that  you  are  going  to  die,  but  for  another 
reason  that  I  will  explain.  And  the  priest  came  to  administer  supreme  unction 
to  him.  "  Pat,"  said  the  priest,  "  you  are  going  to  die."  "  No,"  he  said,  "  am 
I?"  "Yes,  you  are,  Pat,"  he  said.  "The  doctor  said  you  have  only  a  few 
hours  to  live,  and  I  have  come  to  absolve  you  and  to  save  your  guilty  soul.  If 
I  can.  In  the  first  place,  Patrick,  do  you  denounce  the  devil  and  all  his  works 
and  declare  from  the  bottom  of  your  heart  that  you  utterly  hate  and  detest 
him?"  And  he  said,  "Must  I  say  that,  Father?"  "You  must  if  you  want  to 
be  saved."  "If  I  say  it,  will  I  be  saved.  Father?"  "Well,  I  hope  so,  Pat; 
but  nobody  can  tell  what  God  Almighty  will  do  to  you  when  he  gets  hold  of 
you,  after  the  life  you  have  led."  Pat  said,  "  Father,  you  put  me  in  a  hell  of 
a  position.  Between  you  and  me,  as  I  am  about  to  die,  this  is  no  time  for  me 
to  make  enemies."     [Laughter.] 

We  have  rather  a  curious  condition  of  affairs  in  this  country  at  present.  I 
am  hopeful,  however,  that  things  will  right  themselves.  They  do  things  better 
not  only  in  France,  but  in  Canada.  There  has  been  a  decisiou  rendered  very 
lately  which  will  be  of  interest  to  you  gentlemen.  They  have  an  act  of  Par- 
liament there  which  is  somewhat  similar  to  the  Sherman  Antitrust  Act,  if  any- 
thing can  be  similar  to  that  incomprehensible  act.  The  grocers  of  Toronto  had 
been  selling  goods  considerably  under  cost  in  a  desire  to  get  business,  which 
was  ruining  them  all.  They  boldly  met  together  and  entereil  into  an  agreement 
and  fixed  prices  with  a  penalty  clause,  and,  of  course,  the  consumer,  who  always 
wants  a  thing  at  less  than  he  ought  to  get  it,  immediately  took  umbrage.  The 
judge,  in  interpreting  that  act,  said  that  the  Parliament  had  passed  the  act 
primarily  for  the  benefit  of  the  consumer ;  that  Parliament  could  not  mean 
by  the  passage  of  any  such  act  that  the  consumer  was  to  receive  the  benefit  at 
the  cost  either  of  the  merchant  or  the  manufacturer ;  that  the  merchant  and 
manufacturer  must  be  entitled  to  receive  cost  and  a  fair  profit  on  their 
wares;  that  if  the  act  meant  directly  or  indirectly  to  produce  any  other  condi- 
tion of  things  it  would  be  class  legislation  passed  in  favor  of  the  consumer,  and 
therefore  the  only  thing  for  the  court  to  determine  was  whether,  under  this 
agreement,  the  prices  were  too  high,  and  if  they  were  not  too  high,  but  were 
fair  and  reasonable,  the  arrangement  made  by  the  grocers  of  Toronto  was  a 
fair  and  reasonable  and  proper  arrangement;  and  he  decided  in  that  case  that 
the  prices  were  not  too  high. 

What  will  be  the  result  in  this  counry  nobody  can  tell,  but  I  have  an  abiding 
faith  that  in  some  way.  somehow,  a  decision  will  be  reached  which  will  per- 
mit business  to  go  on  and  will  permit  intelligent,  decent,  honorable  gentlemen, 
like  yourselves,  to  get  together  in  a  decent,  honorable  way  and,  fairly  consider- 
ing the  consumer,  considering  the  people  also  whom  you  represent,  arrive  at 
some  solution  which  will  permit  business  to  proceed  and  will  not  obstruct  it. 
You  will  remember  that  when  Gulliver  went  to  the  land  of  the  Brobdingnagians 
he  was  very  much  impressed  with  the  prime  minister  over  there,  and  when  he 
came  back  he  repeated  what  the  prime  minister  had  said,  that  he  held  to  the 
opinion  that  he  who  makes  two  blades  of  grass  or  two  ears  of  corn  to  grow  on 
the  same  spot  of  ground  where  before  one  grew,  deserves  more  of  mankind  and 
renders  more  essential  service  to  his  country  than  a  whole  race  of  politicians 
all  together.  Now,  gentlemen,  those  were  in  the  agricultural  days;  and  these 
are  the  commercial  and  manufacturing  days ;  but  what  was  true  of  the  grass- 
grower  and  the  corn-grower  in  Brobdingnag  is  just  as  true  of  the  merchant  and 
manufacturer  in  America.  We  must  be  permitted  to  fairly  and  intelligently  go 
on  and  do  our  business.  We  must  be  permitted  to  do  it  without  interruption 
and  without  obstruction,  and  the  whole  basis  of  business  should  be  fairness, 
not  only  to  our  competitors,  but  to  the  consumer;  and  when  we  are,  fair  to 
both  of  them,  the  law  ought  not  to  touch  us. 

Of  course,  this  putting  gentlemen  in  jail  for  innocently  doing  what  they 
think  they  have  a  right  to  do  works  two  ways.  It  might  result  not  in  benefit 
to  the  one  who  is  disciplined.  I  remember  a  story  which  I  told  to  Mr.  Perkins 
the  other  day  of  the  mother  who  attempted  to  correct  her  child  and  finally 
told  hor  if  she  was  not  good  she  would  shut  her  in  the  closet.  Well,  the  child 
was  shut  in  the  closet  and  the  door  was  closed,  and  presently  the  mother  be- 
gan to  be  alarmed,  the  child  was  so  silent  in  there,  so  she  opened  the  door  and 
said,  "  Dorothy,  you  may  come  out."     But  the  child  said,  "  I  do  not  want  to 
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^°^l  ?1*'  ^  ^^^  rather  stay  here.  I  have  spit  on  your  ball  dress,  that  is 
what  I  have  done,  I  have  spit  on  it  and  I  have  opened  your  new  hat  box  and 
I  have  spit  on  the  plumes  ,and  I  have  spit  on  your  nightgown,  too,  and  on 
your  new  shoes,  and  now  I  am  waiting  for  more  spit."  [Laughter  and  ap- 
plause.] When  you  begin  to  lock  up  business  men  in  this  country  and  prevent 
the  exercise  of  their  functions,  they  may  be  silently  waiting  for  more  spit 
Now,  as  has  been  said  by  Mr.  Perkins,  the  great  thing  is  what  the  Supreme 
Court  IS  going  to  do.  We  have  not  had  very  much  good  poetry  in  this  coimtry 
lately,  but  I  struck  a  piece  of  poetry  the  other  day  which  puts  Mr.  Richard 
Linthicum,  whom  I  had  never  heard  of  before,  in  the  Lowell  and  Longfellow 
and  Whittier  class.    I  will  read  it. 

THE     SUPREME     COUUT. 

[In  deciding  the  Panama  libel  suit  in  favor  of  the  New  York  World,  the  Supreme 
Court  of  the  United  States  has  again  upheld  the  liberty  of  the  press  and  the  right  of 
free  speech.     Press  comment.]  ■'  .v  -=     is""- 

Whence  comes  the  strength  that  makes  this  kingless  land 
A  Galahad  among' the  nations  stand? 
Whence  is  the  source  of  power  that  makes  the  State 
Serene  as  Destiny  and  sure  as  Fate? 

Not  in  vast  vistas  of  its  fecund  fields, 
Nor  myriad  herds,  nor  bounteous  yields 
Of  mine  and  forest,  nor  the  mingled  roar 
Of  hive  and  mart,  nor  hoarded  Midas  store ; 
Nor  steel-born  fleets,  ambassadors  of  death, 
That  roar  their  mandates  with  a  flaming  breath  ; 
Nor  patriot  armies  in  the  wake  of  sires 
Whose  oft-remembered  valor  still  inspires. 

The  strength  sublime  that  guards  from  all  defeat 
Holds  sway  upon  the  mighty  justice  seat. 
Unmoved  by  passion,  deaf  to  praise  or  blame, 
Unawed  by  olBce,  power,  wealth,  or  fame ; 
All  undeflled  in  that  exalted  place 
It  sits,  unfalteringly  to  trace 
Its  fearless,  just,  and  ultimate  decrees — 
Palladiums  of  a  people's  liberties. 

Richard  Linthicum. 

Now,  gentlemen,  when  the  Supreme  Court  speaks  and  lets  us  know  what  the 
law  is,  we  will  all  carefully  obey  it.     [Applause.] 

Judge  Gaby.  Mr.  Perkins,  of  International  Harvesting  Co. 

MB.  H.  F.  PERKINS. 

Judge  Gary  and  gentlemen,  I  was  brought  up  as  a  purchasing  agent,  so  some 
of  the  things  that  were  said  to-night  set  me  to  thinking  a  little  on  the  other  side 
of  this  case,  and  what  I  have  concluded  is  this — that  the  purchasing  agent  would 
be  a  bad  purchasing  agent  if  he  did  not  get  the  I'owest  price  he  could,  and  that 
Is  why  he  tells  us  if  somebody  does  offer  him  a  lower  price ;  but  when  he  feels  he 
Is  getting  the  price  that  his  competitor  is  getting,  he  is  going  to  be  just  as  loyal 
in  support  of  this  movement  as  we  are  here  to-day. 

I  am  reminded  of  something  I  saw  in  the  colored  supplement  of  a  Chicago 
newspaper  some  time  ago — 

It  Is  said  there  was  an  old  lady  named  Git, 

And  she  had  only  two  teeth  that  were  fit. 

And  her  case  it  was  bad. 

But  she  had  reason  to  be  glad. 

For  she  said,  "  Thank  God  that  they  hit." 

I  think  that  is  the  real  situation ;  when  the  purchasing  agent  and  the  pur- 
chaser of  steel  find  they  are  in  agreement,  as  they  will  find  out  if  this  movement 
is  made  successful,  there  will  be  no  more  trouble ;  but  if  they  do  not  find  that  to 
be  the  case,  they  will  be  like  the  old  lady  would  have  been  if  the  teeth  had  not 
hit.     [Applause.] 

Judge  Gaet.  Mr.  Block. 

MB.   L.   E.   BLOCK. 

I  believe  with  Mr.  Topping  that  there  is  a  good  opportunity  to  work  along  the 
lines  of  cooperation  from  men  other  than  those  that  attend  the  meetings,  both 
among  the  sales  organization  and  the  men  generally  in  the  business.  It  has 
been  my  observation  that  during  the  last  month  there  has  been  a  great  deal  of 
press  comment  that  is  rather  harmful  to  the  business.    I  do  not  know  whether 
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nicrc  Is  miylliluR  lliiil  omi  bo  floiu-  to  cMircd  Hint,  liiil  If  tlu>iv  could  l»>  I  Hiliik 
it  wimltl  lio  n  aom]  (liliif;  to  do. 

I  tliink  it  is  voi-v  iiloiisliiR  tliiit  our  liosi  Is  so  tlioi-ou);lil.v  ou.Io.vlug  Iticso  luoo  - 
lllga  Mild  (IcTlvluf;  so  luurli  plonsuro  I'roui  llu>ui.  inul  I  liopi'  Unil  I'oudlllou  wiffl 
contluue  for  n  Iouk  lluio  to  coiuo.     fApiilnuso. I 

.ludw  Cauv.  Tlie  Irou  ^  Slool  luslltulc  i'or  ii  louf,'  lliiio  hiis  bet'u  looliliiK  for 
n  socrchirv  wliom  llu>  diroclors  would  tool  lillcd  llio  pliicc  lo  lliolr  oulln'  sntls- 
fnclioM.  At  lust  wo  liiivc  found  ii  niiin  wlioui  w<'  Hilnl;  sliould  bo  outlroly  Hiills- 
fnolory  lo  :ill  wlio  iiro  lnloroslo<l  lu  Ibo  liislllnlo.  1  ri'for  lo  Mv.  M<'(1loMry 
who.  ]is  vou  know,  wiis  in  ("ou^rross  n  t;r-oMt  niiniy  .\'oiirs  I'foni  Miuuosolii,  iinfl 
flniillv  wool  down,  willi  otbor  ;;ood  ItopuliUcinis,  lionuiso  bo  wiiB  too  f,'oo(l  a  Ito- 
pnliiioiin  or  blk'b-tiirlir  niim,  or  soinolblnK  of  llinl  Uirid.  \V(>  bnp|ioiiod  lo  llnd 
lllm  ,1usl  onl  of  ollloo,  inid  wo  soi/j'd  upon  Ibo  opportunity  iin<l  biwo  oUKil«od  hlH 
scrvlooK,  lie  Is  boro  IomIkIiI,  imd  1  tiilio  ploiisuro  in  Inlroduoiut?  llini  lo  y<ni. 
rAppliiiisp.l 

MB.   .lAMIH  T.   M'CI.K.ABY. 

JiHl^'o  <;nry  iiud  KonlbMiiou,  I  fool  S(uupwlii\l  iiN  Ibo  Irlsluuini  IVll  wbo  wns 
InunlK'nilln^r 'to  this  oouutry.  IIo  bnd  iis  ii  oouipiiuion  iin  I'iufiilHbiniiu.  'I'boy 
nrrlvod  iit  tbis  ^'ronl  port  ou  llio  nioniiuu  of  tlio  Fourib  of  .luly.  'I'boy  onino  lo 
tb<'  bow  of  Ibo  slllp  lo  Kot  iinIkh-o  iih  soon  iiN  possible  oi'  lo  Hi'l  "B  noiir  Hboro  iia 
possible.  CiizbiK  Willi  <'iiKor  eyes  fiirwiii<l  lo  Ibo  promised  hind,  I  bey  siiw  inou 
11111  roll  111*;  iind  bnunors  llyliiK.  Ibe,\'  lionril  KUns  booming'  iiiid  IiiuhIh  pbiyliiK,  iiml 
Ibo  lOiiKlisliiiiiin,  lurnluK  to  Ibo  Irlsbnmii,  Hiild.  "1  wonder  wbnl  II  Is  nil  iilioul, 
don't  yon  know  V"  'I'bo  Irisbniini  siild,"!  don'l  know,  bul  I  will  k'o  imd  llnd  onl." 
.So  off  lie  wool  iiiid  iniidi'  some  Inquiries,  mid  prelly  soiui  1h>  oiiine  buck  Willi  bin 
tliuinba  In  Hie  iirniliils  of  bis  vest,  witb  bis  liond  up  nnd  Ills  fiiee  iiKlow.  "  Wlint 
did  .MiM  lenro;  wliiit  is  II'/"  nsked  Ibo  l':nKllslinilin.  I'lil  ri'plb'd,  "  II  Is  n  lllllo 
I'oleiirntinn  wo  do  bo  ImvliiK  In  lionor  of  I  b(>  I  lino  wbeii  we  drlv  ye/,  oul." 
[TyiinKliter.1 

I  bnven'l  sot  iislioro  yel,  bill  I  like  I  lip  looks  of  lli(>  oonipniiy.  Tills  IH  my 
first  oxiiorloMeo  with  you.  It  reminds  mo  of  losllmony  kIvcii  liy  ii  fnlbor  in 
the  Methodist  (Miuroli.  They  wore  liiivlliK  nil  experloiioi>  inoollnt?,  or  rillhor 
a  iiioetlnK  ill  wllli'b  Hip  oldi'rs  wi'r(>  <lelormliilnK  wbnl  wiis  (jood  for  Ibo  yonnp!- 
sters  in  the  wiiy  of  nmnseniontH.  'I'liey  wore  (•liisslfyiiiK  innusemonlH  liilo  two 
prenl  uroiips,  proper  nnd  improper.  Tliey  discussed  enrd  |iliiyiiiK,  diini'liiK, 
horse  riicbit;,  tboiiloi-  Koln.i;.  etc.  When  they  (;o|  lo  llip  tllenlor  lliey  ciillod 
upon  one  Kood  iirolbor  to  exprpss  hiniself.  lie  f;ol  up  iiml  nfler  Homo  clonrlnK 
of  his  thront  siiid,  "Alieiii  I  don't  know  why— iibeiii  -I  slionid  bo  oiilloil  to 
tnik  nbout  the — iihom  -Iheiiylor.  I  don't  know  nothing  iiboiil  liii'  iilieni  — 
thpiiytor.  I  iiiivp  booii  to  see  the  -iibeiii  -<lrayiim.  I  wiia  down  to  Now  York 
nnd  my  nevvy  to  see  Ibe-iibem  dniyiim-  iiliom  I  liked  (hnl  llrsl,  rnl()  — 
nheni  Ibo  niiiclf  (^rook  I  Ihlnk  tliey  eiiliod  it."  rT'iiuniilor.]  As  fur  iiS  I  hiivo 
pot  with  this  dinupr  I  like  II- first  rule,  nnd  I  liope  Hie  .IikIko  will  fofd  llko 
pncorliiK  this  qnlle  froipiontly,  S|ieiiklnK  of  llie  ,Iudf,'e  I  niii  roiiillidiMl  of  n 
minister  down  in  'I'o.viis  wlio  prided  bimsolf  upon  llio  fuel  lliiil  he  wiis  wholly 
iinncquniulpd  wllb  slnn^;.  lie  prided  hlinself  upon  Ibo  piirlly  id'  Ills  dicllon 
nnd  his  iilisolule  Innocence  of  nny  kiiowloil(,'o  of  sliiii«.  He  wiis  prpiichluK  one 
<lny  upon  Ibo  Alminbly.  lie  snid,  "My  tirel  lireii.  Ilie  very  nniiio  Almighty  IH 
niii.lcsllc.  It  Is  o\erwlie!iiiiiit;;  bill,  my  brellireii,  II  niiiy  lie  Ihiil  il  will  cnuHO 
IIS  lo  liiive  wront;  notions  of  tbi|i  !,'reMl  Iteinii,  II  ciiuses  IIM  lUHliiiclively  to 
think  of  Kreiit  tbliiKS;  but,  iny  brpthreii,  the  snine  flod  who  iiiikIo  Ibo  groiit 
thiiiKs  miKio  llio  sninll  IliiuKH.  Tlie  wondi'i-s  of  Ills  liiindH  uiny  lie  soon  not 
only  IbidUKli  tlip  tolpscope  but  nlso  throuKb  Iho  nilrroscope,  I  sny  Hie  snino 
<;od  wiio  imido  Hie  gront  HilllKS  iii.'ido  Ibo  siiiiill  things;  llie  ()od  who  iiiiido 
Hip  tnrbiilon)  nescr  resliuK  orpnn  niiidp  tlie  lllllo  HnkllUK  rill.  'I'iio  wimi-  <!od 
who  ninde  Hie  inlK'lily  rock-ribbed  p\erliisllnK  monnliilii  imide  Ibe  illlb-  bill. 
The  same  Ood  who  iinnio  mo  iiinde  ii  diilsy."  jIjiuKhlor.l  And  wo  nil  iiKrce 
thnt  when  IIo  mnde  .Indue  Hury  He  niiide  '•  n  daisy."  fApplniiHo.l  It  lifli 
been  my  prlviloKo  to  know  somo  of  yon  for  yeiirs,  some  of  you  for  wo(0<s  and 
some  of  yon  only  lo-iil({lil.  I  bope  to  know  yon  nil  belter  nnd  bo  able  lo  servo 
you.     rAppbinsp.] 

Jiidtci'  Oauy.  Mr.  Scot  I. 

MR.    I.    M.    fiOOTT. 

SpeakinK  for  our  pompnny,   wo  nro   In   fnvor  of  maintnlnliiK  llio  MlliiaHon. 
r/OfjIcnlly  I  do  not  consider  Hint  Ihero  Is  anythluK  else  lo  do.     | ApplniiHo.l 
Judge  Gaby.  Will  Mr.  Hubbard  sny  something? 
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MR.    C.  ,R.    IIUDBARD. 

After  nil  tlio  ^ooil  things  that  have  been  said,  I  hope  vou  will  excuse  me  I 
am  not  Yor.v  miioli  of  n  speech  maker. 

Judge  Gary.  Will  Mr.  Guthrie  sny  something? 

WR.   T.    \V,    liUTIIRUO. 

Mr,  Chalruinn  and  soutlemen,  I  am  solus  to  taUo  advautaso  of  the  oppor- 
tunil.v  to  say  some  thinss  I  have  tho\isht  of  after  formor  banquets  and  not 
attempt  to  say  some  of  those  thiuss  which  I  mav  think  of  later  which  would 
be  appropriate  to  this.  We  have  heard  a  great  deal  of  this  cooperation  as  to 
prices.  Judge  Gary  refers  to  sood  neighbors.  I  want  to  know  if  anv  of  you 
hare  appreciated  us  we  have  what  sood  neighiior.s  we  all  have,  in  the  Steel 
Corporation,  and  for  our  company  1  wish  to  snv  that  If  we  break  a  steam 
shovel  in  the  Jllssabe  Eanse  we  so  to  Olcott.  If  we  need  anything  in  Alabama 
we  so  to  Crawford  and  got  it.  And  from  one  end  of  the  countrv  to  the  other 
where  we  are  In  daily  contact  and  close  nelshbois  with  the  corporation.  I  take 
pleasure  in  sayins.  In  my  business  exiierience.  extendins  over  some  127  years 
I  have  never  been  the  recipient  of  such  coi'dial  treatment  as  we  have  received 
at  the  hands  of  tlie  officials  of  the  corporation,  and  wherever  it  comes  from 
whether  It  Is  inspired  by  Judge  Gary  or  Mr.  B'arrell.  I  want  to  testify  here  to 
my  own  personal  appreciation  of  that  condition.  I  thank  yon,  gentlemen,  very 
much.     [Applause.] 

Judge  Gary.  Will  Mr.  Worth  say  something? 

MR.  W.  r.  WORTH. 

Jir.  t'liairman  and  gentlemen,  I  do  not  know  that  I  have  anythins  to  add, 
oxcepl  that  this  morning  when  I  saw  In  the  newspaper  that  :\Ir.  Farreil  was  to 
be  the  new  president  of  (he  corporation  I  was  exceedingly  pleaseil;  having 
known  him  for  some  years,  having  met  him  a  cmiple  of" years  aso  down  in 
Washington  very  jilcasantly.  I  saw  how  hard  he  could  work  and  to  what  end 
down  there.  I  think  be  had  a  great  deal  to  do  In  helping  the  Senators  frame  the 
new  tarift'  bill,  which  our  President  says  is  the  best  tariff  bill  that  has  ever  been 
on  tlie  books.  I  believe  Mr.  Farreil  there  did  a  srcat  deal  of  that  work.  T  am 
very  glad  to  be  incorporated  in  this  movement.  I  ha\i'  never  heard  Judee 
(Jary  speak  as  earnestly  as  he  did  to-night.  I  was  particularly  impressed  with 
that,  ns  I  think  were  the  other  scntlemen  about  the  table.     [Applause.] 

Judge  Gary.  Mr.  Ilustou. 

MR.  a.  f.  iiustonT 

Judge  Gary  and  gentlemen,  I  haven't  ntuch  to  say  to-night.  I  could  not  add 
mucli  to  what  has  been  said.  I  agree  in  all  that  has  been  said  about  Mr. 
Fnrrell.  I  was  somewhat  in  contact  wItJi  him  in  Washlnston  also,  stood 
shoulder  to  shoulder  at  tJie  last,  and  in  those  matters  in  which  we  were  inter- 
ested we  were'  able  to  put  them  In  pretty  good  shape.  I  have  the  higliest 
opinion  of  him,  as  all  the  rest  of  you  have  who  have  ever  come  In  contact  with 
him.  We  are  all  of  the  same  opinion  about  ll'e  maintenance  of  prices.  I 
heard  the  remark  made  by  a  prondnent  steel  man  last  month.  lie  snid  he  had 
never  seen  a  genuine  buying  movement  without  first  a  decided  drop  in  prices 
to  stimulate  it.  I  have  been  thinking  of  that  a  good  deal  since.  lie  proliably 
never  saw  an.vthing  else  in  the  past.  I  do  not  remember  at  any  time  when  a 
genuine  buying  movement  started  when  there  was  not  a  drop  in  the  price,  before 
•we  stood  together.  There  always  was  a  wild  scramble  for  business  whenever 
conditions  got  as  they  are  to-day.  In  lOW  I  well  remember,  in  ScptenilK'r, 
when  there  was  n  decided  drop  made  in  prices  and  a  great  disagreement  as  to 
the  propriety  of  that,  and  it  was  only  about  two  months  later  that  we  had 
the  prices  back  to  where  they  were.  It  was  not  the  drop  In  prices  but  it  was  the 
approach  of  the  presidential  election,  and  everything  went  swimmingly  after 
that,  but  unfortunately  we  were  loaded  up  with  a  lot  of  low-priced  contracts 
extending  for  montlis," even  years,  ahead.  The  point  I  want  to  make  is  this, 
that  there  has  always  been  a  drop  in  prices  made,  l^p  to  this  time  we  have 
never  had  a  chance"  to  see  whether  a  ,gennlne  buying  movement  would  come 
without  a  severe  drop.  We  have  never  bad  a  chance  to  test  it.  It  has  all  been 
one  sided.  I  believe  the  buying  movement  will  come  .lust  ns  well  if  wo  stand 
up  to-dav  as  If  we  were  to  make  a  radical  cut  in  the  price.     [Applause.] 


1792  UKITED   STATES   STEEL   COEPOEATION. 

Judge  Gary.  What  Mr.  Huston  says  reminds  me  of  a  ludicrous  incident 
whicli  occurred  at  one  of  tlie  Chicago  clubs  in  my  experience  many  years  ago. 
There  was  a  party  of  young  men  who  had  been  to  the  theater  and  who  went  to 
the  club  and  remained  overnight.  They  drank  very  freely  all  the  evening  and 
at  1  or  2  o'clock  in  the  morning  one  of  them  at  least  was  considerably 
under  the  influence  of  liquor  and  he  was  really  put  to  bed,  so  to  speak,  finally. 
After  a  few  minutes  one  of  the  party,  who  had  not  been  drinking  very  much, 
went  around  to  see  if  his  companion  was  in  bed  all  right,  and  he  was  found, 
without  many  clothes,  flat  on  his  back  lying  on  the  floor.  The  'next  morning 
he  was  asked  why  it  was  he  was  on  the  floor.  "  "Well,"  he  said.  "  I  made  up  my 
mind  if  I  got  down  on  the  floor  on  my  back  I  could  not  go  down  any  farther." 
[Laughter.] 

I  will  call  on  Mr.  Preston  to  say  a  few  words. 

MR.   VERYL  PRESTON. 

I  hope  that  I  will  be  excused  from  speaking  this  evening.  I  do  not  know 
that  I  can  add  anything  to  what  has  been  said,  except  that  we  are  very  glad  to 
follow  the  movement. 

Judge  Gary.  Will  Mr.  Wood  say  something? 

MS.   r.    W.    WOOD. 

I  can  only  express  my  sympathy  with  what  has  been  said  so  much  better  thuu 
I  can  say  it,  concerning  the  advantages  of  cooperation,  and  particularly  whiit 
has  been  said  concerning  Mr.  Farrell.  We  have  only  a  single  product,  steel 
rails,  and  there  is  no  indication  whatever  that  any  change  in  price  would  effect 
the  demand.  I  think  there  is  simply  nothing  to  do  but  wait.  We  all  feel  that 
in  the  very  near  future  there  will  be  a  decided  improvement. 

Judge  Gary.  Will  Mr.  Verity  say  something? 

MR.    G.    M.    VERITY. 

Judge  Gary  and  gentlemen,  as  makers  of  specialties,  my  company  does  not 
come  in  very  close  contact  with  the  general  market.  From  what  I  know  of  the 
conditions  I  feel  certain  that  a  drop  in  prices  of  1  per  cent  or  10  per  cent  or 
15  per  cent  would  not  work  a  great  deal  of  harm  in  a  great  many  other  direc- 
tions. While  partaking  of  this  bounteous  repast,  I  was  speaking  to  Mr.  NicoU 
about  our  late  lamented  friend  Mr.  Roosevelt.  We  were  discussing  his  trium- 
phant trip  abroad,  and  he  was  telling  me  of  the  time  of  his  arrival  in  New 
Xork  and  the  wonderful  trip  he  made  from  the  steamer  uptown,  and  we  agreed 
that  on  that  trip  he  reached  his  elastic  limit.  Now,  human  nature  has  the 
advantage  of  steel.  A  certain  grade  of  steel  has  a  certain  elastic  limit  and 
you  can  not  get  any  more  out  of  it.  Human  nature  can  either  lower  its  elastic 
limit  or  raise  It,  and  it  is  one  of  the  problems  of  human  nature  that  when  it 
comes  to  competition  that  the  elastic  limit  is  very  low.  We  are  too  much  In- 
clined at  the  first  sign  of  reduction  in  prices  to  take  it  for  granted  and  to  use 
that  as  an  excuse  to  go  out  and  make  lower  prices  and  maybe  get  some  attrac- 
tive business.  Now,  I  am  certain  that  Judge  Gary  has  proved,  in  his  dealings 
with  competitors  and  with  business  interests  generally,  that  his  elastic  limit  is 
very  high.  I  think  we  can  all  follow  him  in  that  respect  and  with  great  benefit 
to  ourselves  and  business  in  general.     [Applause.] 

Judge  Gary.  Will  Mr.  Dinkey  say  a  word? 

MR.  a.  c.  dinkey. 

Mr.  Chairman  and  gentlemen,  I  am  sure  you  all  know  It  is  impossible  for  me 
to  say  a  word  for  the  corporation.  I  believe  the  last  word  has  been  said  for 
the  corporation,  and  that  you  have  heard  very  fully  and  very  clearly  the  cor- 
poration's position  to-night.  For  the  company  which  I  represent,  I  want  to 
say  that  we  are  enthusiastically  carrying  out  the  work  which  Is  placed  in  our 
hands  and  expect  to  give  you  the  very  best  that  is  in  us. 

Judge  Gary.  I  think  at  this  juncture  we  ought  to  hear  something  from  the 
iron  branch  of  the  business.  We  know  of  course  conditions  relating  to  the  iron 
business  have  been  most  deplorable,  for  reasons  which  are  beyond  the  control 
of  our  friends  who  are  working  with  us  and  who  are  doing  everything  they  can 
to  advance  our  interests,  and  who  have  been  of  very  great  benefit  tio  us.    There 
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are  conditions  peculiar  to  tliat  commodity  I  l^now,  and  yet  I  believe  the  busi- 
ness at  the  present  time  is  in  better  control  than  it  has  ever  been  before.  Our 
friends  are  working  at  and  will  work  out  a  solution  which  should  be  satisfac- 
tory. In  any  event,  none  of  us  would  be  at  all  happy  in  leaving  the  room  if  we 
■did  not  hear  from  our  dear  old  friend  Butler.     [Applause.] 

MB.  J.  G.  BUTLER. 

Judge  Gary  and  fellow-ironworkers  [laughter],  after  the  very  delicate  hint 
that  my  fellow  townsman  gave  you,  I  think  if  it  had  not  been  for  thf^t  I 
would  have  been  overlooked.  Now,  I  think  in  all  this  discussion,  talking 
about  finished  iron  and  the  iron  end,  and  all  that,  I  think  you  have  overlooked 
pig  iron.  So  far  as  I  know,  there  is  not  any  disposition  on  the  part  of  any 
makers  of  pig  iron  to  lower  the  prices.  [Laughter.]  I  do  think — by  the  way, 
I  thought  when  I  got  up  I  had  a  piece  of  poetry  with  me;  but  I  changed  my 
clothes  to-night,  and  all  I  can  do  is  to  give  you  the  title  of  it,  and  we  can 
have  it  the  next  time  we  come.  It  was  written  by  Eugene  Field,  and  is  a 
beautiful  little  thing,  entitled  "  When  Willie  wet  the  bed."  [Laughter.] 
I  am  just  getting  in  the  statistics  of  the  stock  of  pig  iron  on  hand  on  the 
first  of  January,  and  they  are  pretty  nearly  all  in.  Some  of  the  people  that 
are  making  pig  iron  are  pretty  nearly  all  in,  too.  [Laughter.]  I  was  sur- 
prised to  find  the  small  quantity  of  steel-making  iron  in  the  entire  Pittsburgh 
and  Mahoning  Valley  and  eastern  district,  excluding  the  South.  There  was 
less  than  250,000  tons.  Now,  if  the  Steel  Corporation  and  the  large  inde- 
pendent concerns  would  shut  down  their  furnaces  for  two  days  they  would 
have  cleaned  up  this  accumulation  that  is  hanging  over  the  situation  like. 
I  think  it  is,  the  sword  of  Damocles.  Is. that  correct?  And  I  started  in,  when 
I  came  back  from  Europe,  in  September,  with  the  idea  that  that  was  the 
correct  remedy  for  some  of  these  troubles;  and  I  believe  I  was  right  then  and 
I  think  I  am  right  now,  that  if  this  accumulation  of  steel-making  iron  could 
be  cleaned  up  and  you  take  a  fresh  start,  it  would  improve  your  prices  and 
you  would  soon  get  it  all  back,  and  the  Lord  knows  you  can  buy  it  very  cheap. 
[Laughter.]  Now,  I  want  to  say  a  word  by  way  of  benediction.  I  believe 
that  we  are  on  the  eve  of  better  things.  I  believe  that  within  the  next  sixty 
or  ninety  days,  or  perhaps  a  little  longer  than  that,  that  we  are  going  to  have 
a  very  much  better  condition  of  things  in  the  iron  and  steel  business.  I  look 
for  a  marked  improvement  in  prices  and  in  the  demand,  and  I  would  not  be 
surprised  before  the  year  1911  rolls  around  that  we  would  have  what  I  think 
we  would  all  deplore,  and  that  would  ^e  a  boom,  and  the  railroads  buying 
what  I  think  they  will  Tox^  when  this  interstate  commerce  question  is  settled, 
and  when  these  other  matters  Mr.  Hoyt  wants  settled  are  settled,  we  are  then 
going  to  have  a  better  condition.  Before  closing  I  want  to  say  a  word  of 
testimony — I  know  it  is  late,  and  I  have  another  engagement  to-night. 
[Laughter  and  applause.] 

It  was  my  good  fortune  to  be  in  very  close  contact  with  Mr.  Farrell  for  the 
period  of  nearly  three  months.  Some  one  to-day  asked  me  if  I  knew  the  new 
president  of  the  Steel  Corporation,  and  I  replied  we  were  just  like  brothers. 
I  had  a  lot  to  do  with  him,  and  I  can  say  that  it  was  a  very  pleasant  com- 
panionship, and  we  worked  together  in  harmony,  and  on  two  or  three  occasions, 
when  the  New  Willard  was  crowded,  we  slept  together,  and  tried  to  do  a  little 
good.  I  want  to  say  also  a  good  word  for  his  predecessor.  I  have  had  a  lot 
to  do  with  Mr.  Corey  during  the  past  six  or  seven  years  that  he  has  been 
president  of  the  Corporation,  and  I  have  always  found  him  willing  to  cooperate 
and  help  and  do  what  he  could  to  help  along  our  end  of  the  business.  I  make 
that  testimony.  [Applause.]  Before  closing,  I  want  to  say  a  word.  I  want 
to  congratulate  the  Iron  and  Steel  Institute;  I  want  to  congratulate  the 
members,  and  I  want  to  congratulate  the  gentleman  whom  I  was  informed  to- 
night was  elected  to  take  the  secretaryship.  I  have  had  the  honor  of  his 
acquaintance  for  a  number  of  years,  and  I  believe  he  will  make  a  most 
efficient  secretary.     [Applause.] 

Judge  Gaey.  Will  Mr.  Witherbee  say  a  few  words? 

MB.    F.    S.    WITHEBBEE. 

Mr  Chairman  and  gentlemen,  I  was  very  much  impressed  this  fall,  in  visiting 
Germany  and  having  the  opportunity  to  discuss  matters  with  a  very  prominent 
iron  and  steel  manufacturer  in  that  country.     He  said  that  while  we  had  the 
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best  plants  and  the  largest  output,  etc.,  tUat  the  one  glaring  weakness  with  us 
in  this  country  was  the  lack  of  stability  in  prices.  He  said,  "  Tou  never  can 
succeed  permanently  in  maintaining  prices  unless  you  meet  frequently  together." 
"  Now,"  he  said,  "  the  reason  we  in  England,  Germany,  France,  and  Belgium  suc- 
ceed in  maintaining  prices  and  stopping  fluctuations  is  largely  because  we 
meet  frequently  and  get  together."  Now,  I  told  him — which  I  am  very  glad  to 
repeat  here  to-night — that  we  were  getting  closer  together,  thanks  to  Judge  Gary 
and  others,  by  these  frequent  dinners  and  meetings  that  we  have  had,  and  that 
we  are  no  longer  isolated  as  we  were  a  few  years  ago.  We  are  getting  together 
and  studying  our  differences,  and  in  a  very  short  time  I  think  we  can  meet 
the  criticism  of  our  German  friend  as  to  lack  of  stability  in  prices.  Judge 
Gary  and  others  started  the  movement  by  making  the  prices  of  rails  practically 
stable,  and  there  is  no  reason,  it  strikes  me,  why  in  time  we  should  not  make  the 
prices  of  other  articles  we  manufacture  quite  as  stable  as  rails  are  to-day,  or 
ceriainly  much  more  than  they  have  been  in  the  past.  I  want  here  to  publicly 
acknowledge  to  Judge  Gary  my  personal  gratitude  for  what  he  has  done  toward 
that  end.     [Applause.] 

Judge  Gaby.  May  we  hear  from  Jlr.  Rogers? 

MB.  W.  A.  BOGEES. 

Mr.  Chairman  and  gentlemen,  it  has  been  said  that-  eternal  vigilance  is  the 
price  of  holding  a  good  umbrella.  I  tliink  if  I  were  a  steel  man  I  would  be 
extremely  grateful  to  that  benign  influence  which  was  keeping  me  out  of  the 
wet,  and  although,  as  the  representative  of  manufacturers  of  foundry  iron,  of 
what  is  called  merchant  furnaces,  I  come  before  you  figuratively  speaking  be- 
draggled and  wet,  I  am  pleased  to  congratulate  that  eternal  vigilance  that  has 
accomplished  and  is  accomplishing  so  much  good  to  the  general  busiuess.  I 
might  say  a  great  deal  but  it  would  probably  not  develop  any  facts  which  were 
new  to  the  gentlemen  present.  Having  been  for  the  past  few  weeks  more  or 
less  closely  in  touch  with  the  several  pig  iron  producing  centers  of  the  United 
States,  the  most  I  can  say  is  that  the  spirit  of  cooperation  is  not  a  particularly 
flourishing  blossom.  The  harder  principle  of  the  sur^'ival  of  the  fittest  seems 
to  be  destined  to  work  out  a  solution  of  the  present  conditions  of  overproduction. 
It  is  generally  admitted  that  the  makers  of  pig  iron  are  losing  heavily  at  the 
present  prices,  nevertheless,  the  merry  war  goes  on,  and  probably  will  continue 
with  fewer  and  fewer  combatants  until  we  have  reached  that  delicate  balance, 
until  the  increased  consumption  will  have  absorbed  the  accumulated  stocks  and 
opened  fields  of  activity  to  this  rather  6 ver-ex tended  ftudustry.  I  think  if  General 
Sherman  hud  been  a  blast  furnace  owner  of  this  generation  he  would  have  had 
something  to  say  that  matched  up  with  his  remark  about  war.  I,  however, 
would  enjoy  more  sounding  a  hopeful  note  and  in  that  line  I  had  hoped  Mr. 
Farrell,  in  his  remarks,  would  tell  us  something  of  conditions  abroad,  because 
it  seems  to  me  there  is  a  ray  of  hope  in  that  direction.  I  hope  he  still  may  this 
evening.  I  think  all  would  be  interested  in  hearing.  I  do  not  know  but  what 
I  can  say  there  is  a  ray  of  hope  in  our  own  pig-iron  conditions,  in  that  having 
reached  the  bottom,  we  can  only  look  one  way,  and  that  is  upward.     [Applause.] 

Judge  Gaby.  May  we  not  hear  from  Jlr.  W.  L.  Brown? 

MR.    W.  L.  BROWN. 

Judge  Gary  and  gentlemen,  I  really  feel  that  I  have  very  little  to  say,  par- 
ticularly as  I  feel  I  occupy  somewhat  of  a  dual  position.  As  a  shipbuilder  I 
am  a  buyer,  and  I  see  around  me  to-night  so  many  of  my  friends,  some  of  them 
life-long  friends,  from  whom  I  am  a  buyer,  that  1  hesitate  to  express  an  opinion 
on  that  side.  As  you  know,  I  am  also  a  manufacturer  of  pig  iron,  and  I  see  In 
our  assembly  to-night  so  many  of  the  gentlemen  who,  on  occasion,  now  and 
then,  I  have  either  personally  or  though  my  associates,  sold  pig  iron  to — and 
when  I  realize  what  we  have  to  do  to  get  any  business,  I  do  not  think  it  is 
wise  to  make  any  strong  exjiression  in  that  regard.  On  the  whole,  as  to  the 
business  of  the  country,  I  am  decidedly  optiinistic.  I  would  say  if  there  were 
any  gentlemen  present  who  have  not  recently  taken  a  trip  across  the  continent, 
if  they  are  pessimistic,  one  of  the  very  best  things  they  can  do — and  I  think 
that  is  especially  true  among  a  good  many  of  our  buyers— if  they  would  get 
on  a  train  and  cross  the  country  and  see  what  we  have  got  and  what  our 
future  is  likely  to  be  in  that  respect,  they  would  look  at  it  from  the  point  of 
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view  of  the  optimist.    I  would  also  say  that  if  some  of  them  are  so  poor  that 
they  feel  they  can  not  go,  in  spite  of  the  very  low  prices  of  pig  iron  at  present 
I  would  be  very  glad  to.  chip  in  and  pay  their  fares  both  ways.     [Applause.]      ^ 
Judge  Gaet.  May  we  not  hear  from  Mr.  Du  Puy? 

ME.   H.  DU  PUT. 

I  occupy  the  position  of  the  gentleman  on  the  opposite  side  of  the  room  wha 
a  few  moments  ago  said  he  was  a  manufacturer  of  specialties.  At  the  same 
time,  we  occupy  the  same  position  that  the  gentleman  who  preceded  me 
occupies,  being  buyers  as  well  as  sellers.  I  think  the  spirit  of  cooperation  is  a 
splendid  one.    We  will  strictly  adhere  to  that  idea.     [Applause.] 

Judge  Gary.  Will  Mr.  Keeves  say  a  word  or  two? 

ME.  DAVID  KEEVES. 

Judge  Gary  and  gentlemen,  I  am  heartily  in  accord  with  the  spirit  that  brings 
us  together  frequently  at  these  conferences,  and  I  think  the  policy  that  we  have 
been  pursuing  is  wonderfully  vindicated  now  that  we  are  producing  only  50 
per  cent  of  our  capacities,  and  no  great  demoralization  in  many  lines  has  fol- 
lowed. I  think  we  are  to  be  congratulated  in  having  a  wise  policy  laid  out 
for  us  and  having  followed  it  so  well.     [Applause.] 

Judge  Gakt.  We  would  like  to  hear  from  Mr.  Kelly. 

MK.   I.   A.   KELLY. 

I  do  not  know  that  I  can  say  anything  that  will  add  to  what  has  already 
been  expressed  here  so  ably  by  Judge  Gary,  Mr.  King,  Mr.  Topping,  Mr.  Farrell, 
and  the  other  gentlemen  present  who  have  expressed  themselves.  I  heartily 
cooperate  in  everything  that  has  been  said  here  to-night,  and  so  far  as  our 
company  is  concerned  we  are  ready  and  willing  to  still  cooperate  to  do  what 
we  can  to  maintain  prices.     [Applause.] 

Judge  Gaey.  Let  us  hear  something  from  Mr.  Hutchinson. 

ME.    O.    N.    HUTCHINSON. 

Judge  Gary  and  gentlemen.  There  has  been  considerable  said  here  to-night 
on  the  line  of  cooperation,  and  what  we  hope  to  accomplish  by  cooperation ; 
but  I  think  I  can  bring  to  you  from  the  West  some  idea  as  to  what  we  may  hope 
for  in  the  future.  As  far  as  I  can  learn  from  the  people  we  have  had  travel- 
ing in  the  rural  districts,  etc.,  there  never  was  a  time,  such  as  in  the  last  three 
or  four  years,  when  the  stock  of  goods  in  the  hands  of  the  retailers  was  as 
low  as  it  is  at  the  present  time.  There  has  been  so  much  publication  in  the 
newspapers  about  the  lower  prices  that  they  have  absolutely  refused  to  buy. 
I  am  happy  to 'say  that  during  the  last  few  days  there  has  been  a  very  decided 
change  in  that,  and  that  orders  are  beginning  to  come  in,  and  by  the  time  the 
spring  comes  we  will  have  a  large  flow  of  orders  from  the  rural  districts.  [Ap- 
plause.] 

Judge  Gaey.  No  meeting  would  be  complete,  and  I  am  sure  none  of  us  would 
feel  satisfied  if  we  did  not  have  a  word  from  our  old  friend,  Mr.  Stackhouse. 

ME.  POWELL   STACKHOUSE. 

Judge  Gary  and  gentlemen.  In  the  first  place,  regarding  the  resignation  of 
my  friend,  Mr.  Corey,  as  I  have  had  many  pleasant  business  negotiations  with 
him,  I  want  to  express  my  regret  at  his  retirement  and  congratulate  the  Steel 
Co.  on  his  successor.  It  seems  to  me  they  have  made  a  most  wise  choice,  and 
I  know  they  have  selected  a  man  of  whom  both  they  and  we  will  be  proud.  As 
to  the  matter  of  business,  I  stand  just  about  where  I  have  always  stood  in  this 
matter.  I  think  any  change  in  prices  at  this  time  would  be  a  calamity.  It 
would  result  in  no  good  to  the  purchaser,  and  would  be  of  no  benefit  to  the 
manufacturer.  Any  reduction  in  price  only  has  the  effect  of  unsettling  biisi- 
ness ;  and  in  the  steel  lines  there  is  one  thing  you  can  bear  in  mind,  and  that  is 
that,  in  selling  any  quantity  of  steel  that  might  be  sqld  through  a  reasonable 
reduction  of  price,  would  only  go  into  ware  houses  and  come  into  compelition 
with  you  later  on,  and  therefore  it  would  be  certainly  unwise  in  any  way  to 
touch  prices.     [Applause.] 

Judge  Gaey.  Can  we  hear  from  Mr.  Samuel  Mather?     • 
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ME.  SAMUEL  MATHEB. 

Judge,  you  do  not  want  a  discordant  note  here  to-night,  and  I  have  heard  a 
great  deal  about  confidence  in  you  and  confidence  In  your  word,  and  confidence 
in  anything  you  Say,  yet  when  I  told  you  I  had  a  toothache  and  could  not  speak 
to-night  you  promised  you  would  not  call  on  me.  There  has  been  so  much  said 
already,  and  so  well  said,  judge,  touching  upon  all  the  questions  that  have  come 
up  before  us  for  consideration,  that  I  find  myself  very  much  in  the  position  of 
Simon  Newcombe,  that  famous  astronomer  of  Washington,  who  lived  so  many 
years  there  and  discovered  so  many  stars  and  constellations.  He  was  one  night 
induced  by  his  wife  to  go  out  to  a  dinner,  and  when  he  returned  she  said: 
"  Well,  did  you  have  a  pleasant  time?  "  And  he  said,  "  Yes."  "  Whom  did  you 
sit  by?"  And.^  he  told  her  some  charming  and  interesting  people.  "What 
was  your  conversation?"  "Didn't  have  any  conversation."  "Didn't  have  any 
conversation  with  such  charming  ladies?"  "Well,  no,  I  had  no  new  facts  to 
communicate,  I  discovered  no  new  stars  or  constellations."  So  I  am  sorry  to 
say  I  have  no  new  facts  to  communicate  beyond  what  has  been  so  well  said 
here  to-night,  yet  I  do  not  want  to  sit  down,  having  been,  by  not  altogether  fair 
means,  got  on  my  feet,  and  in  spite  of  the  judge's  breach  of  faith,  I  feel  like 
saying  a  word  in  addition  to  what  has  been  said  regarding  the  Steel  Corpora- 
tion and  our  honored  chairman  here  to-night.  I  think  we  are  all  proud  not 
only  that  the  United  States  Steel  Corporation  is  the  greatest  and  largest  in- 
dustrial corporation  in  the  world,  and  that  it  is  so  well  managed  and  has  such 
superb  plants,  but  above  all  that,  under  the  guidance  of  Judge  Gary,  which  I  un- 
derstand has  always  been  with  the  full  approval  of  that  gentleman  who  first 
organized  this  great  corporation,  and  who  has  been  of  such  inestimable  value 
to  the  country  at  large,  not  only  because  of  that  spirit  of  cooperation  that  he 
has  done  so  much  to  foster,  but  for  the  high  standard  of  commercial  morality 
that  this  company  has,  under  Judge  Gary's  guidance,  set  up  in  this  country, 
and  it  will,  I  believe,  be  of  inestimable  benefit  to  all  other  branches  of  the 
Industry,  besides  the  steel.     [Applause.] 

Judge  Gaby.  I  must  apologize  if  I  have  violated  any  of  my  promises.  Can 
we  not  hear  something  from  Mr.  Fackenthal? 

ME.  B.  r.  fackenthal,  jb. 

I  will  ask  to  be  excused. 

Judge  Gaby.  We  all  know  that  you  are  always  loyal.  There  are  a  good  many 
here  I  have  not  called  upon  that  ought  to  have  been  called  upon,  but  the  hour 
Is  late,  though  I  am  perfectly  willing,  so  far  as  I  am  concerned,  to  stay  here 
as  long  as  aqy  one  desires  to  talk  or  listen.  Will  ,Mr.  Chamberlain  say  some- 
thing to  us? 

MR.   H.  S.   CHAMBEBLAIN. 

I  beg  to  be  excused. 

Judge  Gaby.  Are  there  any  others?  Do  not  hesitate,  gentlemen.  Before  we 
adjourn,  it  has  been  suggested  that  Mr.  King  might  like  to  propose  a  toast,  and 
I  give  him  an  opportunity  now. 

MB.    WILLIS   L.    KING. 

I  know  you  gentlemen  would  like  to  rise  and  drink  a  toast  with  me  to  Mr. 
Farrell.  Here  is  to  his  health  and  prosperity.  He  enters  upon  his  new  duties 
with  the  good  will  and  confidence  of  his  fellow  manufacturers,  which  we  know 
will  increase  as  time  goes  on.     Drink. 

Judge  Gaby.  Gentlemen,  with  my  thanks  for  your  presence  here  this  evening 
and  for  your  assistance  and  cooperation,  making  me  everlastingly  your  grateful 
friend,  I  bid  you  good  night. 
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Remabes  Made  at  Dinnee  Given  at  Waldohe-Astoeia  Hotel,  Mat  4,  1911. 

Waldoef-Astobia, 
New  York,  May  4,  1911. 

Judge  Gary;  Most  of  you  are  so  well  acquainted  with  me  that  you  know 
pretty  well  what  will  be  the  general  line  of  procedure  for  the  next  few  minutes, 
perhaps  for  the  next  hour  or  two  hours.  If  you  know  me  well  enough  to  know 
what  I  am  going  to  say  you  know  a  good  deal  more  than  I  do.  It  is  in  my  heart 
to  say  that  as  the  months  roll  by  and  these  meetings  are  repeated,  the  enjoy- 
ment and  pleasure  and  contentment  and  pride  on  my  part  of  having  the 
acquaintance  of  so  many  prominent  men  who  are  always  willing  and  glad  to 
accept  the  invitation  to  gather  around  a  dinner  table  has  increased  and  has 
become  crystallized  into  a  friendship  which  is  abiding  and  which  In  the  long 
future  should  be  the  greatest  satisfaction  of  any  man  engaged  in  business  to 
have  come  to  him.  That  I  am  grateful  as  well  as  proud  of  your  friendship 
you  know  without  my  saying.  I  consider  this  friendship  of  more  importance 
and  of  greater  honor  to  any  man  than  any  honor  or  any  satisfaction  that  could 
come  as  the  result  of  mere  business  success.  To  my  mind  it  is  a  most  remark- 
able thing  that  you  gentlemen,  many  of  whom  by  education  and  practice  and 
almost  by  birth,  many  years  ago  were  in  business  matters  consummate  enemies, 
are  now  the  best  of  friends  [applause],  representing  in  my  opinion  the  very 
highest  type  of  American  citizenship.  You  who  a  few  years  ago  would  almost 
have  been  lighting  one  another,  now,  if  necessary,  would  fight  for  one  another. 
[Applause.]     No  one  could  attack  any  one  of  you  without  attacking  all  of  you. 

One  of  the  thoughts  uppermost  in  my  mind  this  evening  relates  to  and  grows 
out  of  the  considerations  of  a  committee  of  the  American  Iron  and  Steel  Insti- 
tute designated  as  the  welfare  committee,  a  regular  standing  committee  which 
Is  a  continuation  and  enlargement  of  a  special  committee  heretofore  appointed 
to  consider  some  of  the  subjects  relating  to  the  condition  of  our  men  at  the 
mills.  A  little  later  I  am  going  to  ask  some  of  the  members,  at  least,  of  that 
committee  to  speak  briefly  upon  the  matters  which  are  in  their  charge;  also  I 
expect  to  call  upon  a  few  others  to  speak  upon  some  of  the  other  questions  that 
I  may  briefly  refer  to.  I  do  not  know  at  this  moment  whom  I  shall  call  upon. 
It  is  fair  to  aU  of  you,  particularly  those  who  may  be  asked  to  speak,  to  say 
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that  no  one  has  been  given  an  opportunity  to  prepare  or  had  any  knowledge  or 
Intimation  that  he  might  be  requested  to  speak.  You  see,  if  I  had  given  any- 
one here  notice  that  he  might  be  asked  to  address  you  it  would  have  interferred 
with  his  digestion  if  not  with  his  appetite,  and  it  seemed  to  me  wiser  to  allow 
you  to  eat  your  dinners  without  any  expectation  of  being  asked  to  exercise  your 
vocal  chords.  Of  course  calling  upon  people  without  giving  them  any  oppor- 
tunity to  even  think  about  the  subject  is  taking  them  at  a  disadvantage,  and 
therefore  they  will  not  be  expected  to  say  very  much,  they  will  not  'hav6  an 
opportunity  to  prepare  and  make  a  long  speech,  and  that  will  be  of  some  satis- 
faction to  them  and  a  good  deal  more  to  the  rest  of  us.    [Laughter.] 

Speaking  seriously,  the  best  speeches  I  have  ever  heard  at  any  banquets — 
and  I  used  to  attend  a  good  many  of  them  before  I  reached  the  age  of  sense 
and  discretion — the  best  speeches  I  have  ever  heard  at  any  banquets  have  been 
made  at  our  steel  meetings,  because  they  have  been  made  by  men  who  had  no 
opportunity  to  prepare  their  speeches,  who  spoke  entirely  from  the  heart,  who 
were  earnest,  candid,  open,  explicit,  and  brief.  I  say  that  because  many  of 
you  might  think  at  least  that  you  would  make  a  very  much  more  entertaining 
speech  if  you  had  a  little  chance  to  prepare.  For  your  consolation  I  wish  to 
assure  you  that  is  a  great  mistake.  A  man  who  stands  on  his  feet  and  utters 
a  few  words  without  any  chance  to  choose  his  words  or  construct  his  sentences 
is  certain  to  say  exactly  what  he  means.  Fortunately  for  you  gentlemen  who 
use  the  vernacular  we  know  by  what  you  say  exactly  what  you  mean.  If  I 
knew  at  this  time  whom  I  would  call  upon  I  might  give  you  a  brief  notice,  but 
I  must  look  at  the  list,  and  I  am  not  going  to  select  so  very  many,  because  I 
think  some  of  you  at  least  believe  we  have  prolonged  our  meetings  on  former 
occasions  to  a  later  hour  than  was  necessary.  Two  or  three  here  Have  taken 
the  precaution  to  say  to  me  in  advance  that  they  would  like  to  have  me  promise 
I  would  not  call  upon  them  to  speak,  and  of  course  I  made  the  promise  and  I 
will  keep  the  promise.  With  reference  to  the  rest  of  you,  I  have  avoided  you 
for  fear  you  might  make  the  same  request. 

Coming  to  this  jquestion  of  welfare  work,  I  think  one  of  the  most  Important 
questions  which  tlie  American  Iron  and  Steel  Institute  has  to  consider  is  the 
question  of  the  proper  treatment  of  employees.  It  is  not  important  to  con- 
sider what  the  treatment  of  the  employer  by  the  employee  is  or  may  be.  The 
man  who  has  the  intelligence  and  the  success  and  the  capital  to  employ  labor 
has  placed  upon  himself  voluntarily  a  responsibility  with  reference  to  his  men 
which  he  can  not  escape  and  ought  not  to  endeavor  to  escape.  And  I  want  to 
say  to  you,  gentlemen,  in  my  opinion  one  of  the  greatest  questions  for  considera- 
tion by  the  capitalists  of  America  to-day  is  the  question  of  the  treatment  of 
their  employees — of  the  laboring  men,  so  as  to  make  it  certain  there  will'  never 
In  this  country  be  any  excuse  for  the  advancement  of  the  ideas  of  the  anarchist 
or  the  socialist.  If  those  who  represent  capital,  those  who  represent  power, 
those  who  have  the  opportunity  to  make  better  or  worse  the  condition  of  the 
laboring  men,  will  make  it  absolutely  certain  tiat  the  right  thing  is  done  under 
all  circumstances  and  that  no  excuse  is  offered  for  attack  on  the  part  of  those 
who  are  employed,  they  will  be  doing  something  for  their  country  that  is  worth 
while.  And  the  American  Iron  and  Steel  Institute  through  and  by  the  efforts 
of  this  general  standing  committee,  has  undertaken  to  do  a  work  which  In  my 
opinion  will  be  of  the  greatest  benefit,  not  only  to  the  institute  itself,  but  to 
the  country  at  large. 

Another  question  I  wish  to  refer  to  briefly  is  the  question  of  a  proposed  in- 
ternational meeting  in  Europe  during  the  coming  summer.  I  refer  to  this  be- 
cause many  of  you  who  are  members  of  the  institute  are  not  fully  acquainted 
with  what  has  been  done  or  is  proposed.  You  do  perhaps  know  that  at  the 
time  of  the  meeting  of  the  institute  last  autumn,  when  about  thirty  of  the  mem- 
bers of  the  fraternity  who  live  in  foreign  countries  were  in  this  country,  it 
was  suggested  that  during  the  year  there  should  be  an  international  meeting 
held  somewhere  In  Europe:  That  meeting  has  been  called  for  the  5th  and  6th 
of  July  at  Brussels,  and  delegates  have  been  appointed,  consisting  of  the  direct 
tors  of  the  institute.  Delegates  have  also  been  appointed  by  similar  institutes 
or  associations  of  perhaps  all  the  iron  and  steel  manufacturing  countries  of 
Europe.  I  believe  it  will  be  one  of  the  noteworthy  meetings  of  this  century. 
It  has  been  most  remarkable  to  my  mind  that  so  much  interest  has  been  taken 
In  that  coming  meeting  by  the  prominent  manufacturers  of  foreign  countries', 
and  I  hope  and  believe  the  meeting  will  resalt  in  some  form  of  organization 
which  shall  be  international  in  its  character  and  which  will  probably  result  In 
the  same  fraternal  feeling  and  the  same  association  and  the  same  disposition  to 
get  together  for  the  purpose  of  consultation  and  of  helping  one  another  in  their 


J800  UNITED   STATES  STEEI/  OOBPOKiATIO-N'. 

varied  lines  of,  business.    I  think  the  meeting  will  be  the  beginning  of  an  epocli 
which  you  will  all  look  back  to  with  pride. 

One  other  subject  I  will  briefly  refer  to  is  the  subject  of  general  business 
conditions.  I  think  it  would  be  a  mistake  for  anyone  to  shut  his  eyes  to  the 
fact  that  in  our  lines  and  in  business  lines  generally  throughout  this  counWy 
conditions  are  not  as  good  as  we  would  like  to  have  them.  Business  in  January; 
February,  and  March  was  very  good,  but  the  extra  session  of  Congress  ha^  a 
very  bad  effect  on  general  business  conditions  throughout  the  country.  It  is  a 
pity  that  an  extra  session  of  Congress  seemed  to  be  unavoidable  and  it  is  re- 
grettable that  politics  should  interfere  with  business  progress.  It  is  deplor- 
able that  so  many  politicians  are  mere  politicians  and  not  statesmen ;  that  for 
political  purposes  action  should  be  taken  or  proposed  in  the  Congress  of  the 
United  States  which  is  to  the  great  disadvantage  of  property  and  business  suc^ 
cess.  Nevertheless,  it  is  a  fact,  we  know  by  sad  experience,  that  *hen  Congress 
is  in  session  there  is  a  sudden  and  a  marked  hesitation,  fear  and  doubt  and  dis-i 
trust  which  enters  the  mind  of  the  general  business  public.  We  have  felt  it 
very  materially ;  others  have  felt  it. 

;  Gentlemen,  I  have  presented  the  worst  side  of  the  case.  Anyone  can  always 
see  things  in  his  business  horizon  which  are  not  entirely  satisfactory;  anyone 
disposed  to  look  down  instead  of  up  will  find  some  feeling  of  discomfort.  It  iS 
the  hopeful  man,  the  courageous  man,  the  man  who  looks  on  the  bright  side, 
it  is  the  man  who  realizes  to  the  full  extent  the  best  things  which  appear  to  his 
view,  who  makes  the  greatest  success.  And  there  are  many  things  just  now 
within  our  vision,  if  we  have  the  disposition  to  see  the  best  side,  which  are 
favorable  and  encouraging  and  should  make  us  feel  absolutely  certain  good 
times  are  ahead  of  us.  and  not  so  far  ahead  as  to  be  out  of  sight  or  out  of  grasp. 
The  fundamentals  of  the  country  were  never  better  than  they  are  to-day. 
Financial  conditions  were  never  before  on  as  sound  a  basis  in  this  country  as 
they  are  to-day.  Those  of  you  who  are  connected  with  banks  know  that  the 
trouble  with  the  banker  at  the  present  time  is  that  he  has  itaore  money  tharl 
he  can  profitably  use.  The  circulation  of  money  in  this  country  per  capita  at 
the  present  time  is  almost  $35 — considerably  larger  than  in  other  coimtrles  with 
very  few  exceptions.  Moreover,  the  disposition  of  the  people  of  this  countTy 
iit  the  present  time  is  to  have  enacted  into  a  law  some  provision  similar,  If  not 
entirely  like  the  bill  recommended  by  the  Aldrich  committee.  And  if  such 
shall  become  a  law  it  is  perfectly  certain  we  will  have  no  more  financial  panics 
in  this  country  of  great  significance. 

Then  we  have  the  one  gi'eat  thing  which  all  of  us  look  to  eagerly  every  year, 
and  that  is  the  crop  condition.  Many  of  us  have  opportunities  for  ascertaining 
what  the  crop  prospects  are  from  time  to  time,  and  although  no  one  can  predict 
with  certainty  what  will  be  the  crop  of  any  year,  particularly  until  he  sees  the 
crops  in  the  ground  and  nearly  ripe,  yet  all  the  conditions  which  exist  at  the 
present  time  are  evidence  that  we  may  expect,  unless  something  unforeseen 
happens,  during  the  coming  year,  one  of  the  best  and  largest  crops  we  have 
ever  had  in  this  country. 

Then  there  is  another  thing  worthy  of  notice.  There  has  been  a  disposition 
in  this  country  during  the  last  few  years  to  throw  stones  at  the  business  man ; 
there  hns  been  a  disposition  to  abuse,  to  criticise,  to  find  fault,  to  attack.  The 
demagogue  has  been  more  or  less  successful  during  the  last  few  years,  and  the 
people  have  been  more  or  less  deceived  with  respect  to  the  conduct  and  the 
intention  of  the  successful  business  man.  It  has  been  very  popular  for  the  man 
on  the  stump  to  say  that  because  a  business  man  is  succesful  he  is  a  dishonest 
man.  And  the  people  have  been  deceived.  But  you  can  not  deceive  all  the 
people  all  the  time,  as  we  know  by  experience  and  by  the  utterances  of  some  of 
the  great  orators  of  the  past.  People  are  waking  up ;  there  is  a  reaction  to  some 
extent.  The  general  mass  of  the  people  are  coming  around  to  the  idea  that  the 
successful  business  man  may  be  just  as  loyal  to  the  country,  just  as  honest  In 
his  dealings  and  just  as  friendly  toward  his  competitors  and  his  associates  as 
the  poor  man,  and  that  the  successful  business  man  is  disposed  to  do  as  much 
as  the  statesman  or  the  politician  with  respect  to  promoting  the  best  interests 
of  the  people  at  large.  And  I  tell  you,  gentlemen,  the  time  is  coming  in  the  com- 
paratively near  future  when  we  will  see  that  the  people  have  waked  up  to  the 
fact  that  there  has  been  an  imposition  on  the  part  of  these  demagogues,  and 
that  they  have  carried  too  far  their  attacks. 

In  saying  this  I  do  not  mean  to  suggest  for  a  moment  that  any  of  us  should 
to  any  extent  modify  our  view  that  we  must  do  everything  we  possibly  can 
every  day,  in  season  and  out  of  season,  to  make  it  certain  we  are  doing  the  right 
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thing  by  everyone.  And  the  disposition  which  we  are  showing  amongst  ourselves 
when  we  come  together,  in  trying  to  help  one  another  and  to  advance  the  Inter- 
ests of  all  others,  we  must  also  evidence  in  our  treatment  of  everyone  outside  of 
our  lines  of  activity,  including  our  customers,  including  our  employees,  includ- 
ing all  the  makers  and  the  administrators  of  the  law,  and  Including  the  public 
at  large.  We  must  put  and  keep  ourselves  on  a  platform  so  fair,  so  high,  so 
reasonable,  that  we  will  attract  the  attention  and  Invite  and  secure  the  approval 
of  all  who  know  what  we  are  doing.  In  that  way  we  will  exercise  an  influence 
which  should  be  of  great  benefit  not  only  to  ourselves  but  to  all  others.  And  let 
lis  focus  all  these  thoughts  and  ideas  which  we  advocate  here,  at  the  Iron  and 
Steel  Institute,  making  it  the  leader  in  these  movements  which  are  calculated 
to  be  of  great  benefit  to  all,  inside  or  outside,  so  that  the  institute  will  he  looked 
upon  as  something  worthy  and  influential. 

There  are  perhaps  many  in  this  room  who  are  not  members  of  the  American 
Iron  and  Steel  Institute.  There  are  quite  a  number  of  new  faces  here,  and  we  are 
delighted  and  proud  to  have  the  gentlemen  with  us.  Many  of  them  are  perhaps 
not  members  of  the  American  Iron  and  Steel  Institute.  All  ought  to  be  members. 
Everyone  connected  directly  or  indirectly  with  the  iron  and  steel  industry  .ought 
to  be  members  of  it. 

I  have  taken  up  more  time  than  I  ought.  I  am  going  to  call  on  first  for  a 
few  remarks,  as  few  or  as  long  as  he  pleases,  Mr.  Clarke,  the  president  of  the 
Lackawanna  Steel  Co.,  who  is  the  chairman  of  the  standing  general  commit- 
tee on  welfare  of  the  American  Iron  and  Steel  Institute.     [Applause.] 

jfr.  Clarke.  Judge  Gary  and  gentlemen,  it  is  not  often  I  try  to  correct  Judge 
Gary ;  but  I  want  to  make  my  position  clear  by  saying  I  am  only  vice  chairman 
of  this  committee.  Judge  Gary  is  ex  oflScio  chairman  of  all  committees  of  the 
institute;  but  with  all  the  matters  of  importance  that  he  has  on  hand,  he  sug- 
gesed  to  our  committee  this  morning  that  a  vice  chairman  be  appointed  to  re- 
lieve him  of  at  least  some  of  the  work,  and  the  other  members  of  the  com- 
mittee were  kind  enough  to  suggest  that  I  undertake  that  office,  due,  I  think, 
largely  to  the  fact  that  I  was  a  little  nearer  at  hand  for  frequent  consultation 
with  Judge  Gary  to  get  his  ideas  and  his  very  valuable  thoughts  and  leadership 
in  the  matter. 

Our  committee,  which  as  Judge  Gary  has  told  you,  whose  membership  and 
duties  have  been  somewhat  enlarged,  had  a  pretty  lengthy  discussion  of  prob- 
lems before  them  this  morniijg,  and  I  think  the  more  we  discussed  it  the  more 
impressed  we  were  with  the  fact  that  it  was  one  of  the  biggest  problems  that 
we  have  ever  tackled,  and  one  fraught  with  the  greatest  Importance,  not  only 
to  the  members  of  the  institute,  but  to  all  those  connected  with  our  industry, 
and  probably  to  all  those  who  are  in  any  sense  employers  of  labor.  We  were 
really  staggered  by  the  problem  that  is  before  us.  We  are  a  little  in  doubt  as 
yet  as  to  just  how  to  go  at  it;  but  what  we  are  going  to  try  to  undertake  is  to 
define  a  little  bit  the  problem  and  try  to  make  up  our  minds  and  try  to  mform 
ail  of  you  what  the  difCerent  phases  of  it  are;  how  wide-reaching  it  seems  to 
us,  how  very  many  applications  it  has;  how  very  many  points  there  are  to 
start  from,  and  how  Important  they  all  are  to  us.  ^  , 

Judge  Gary  has  said  that  the  question  of  the  treatment  of  our  employees 
and  how  we  shall  finally  deal  with  that  problem  is  of  very  great  importance. 
It  is  very  wide-spread  and  very  far-reaching,  as  we  look  at  it.  We  believe 
that  the  first  thing  we  all  must  do  la,  so  to  speak,  to  set  our  own  house  in 
order-  to  have  our  dealings  with  our  employees,  to  have  the  conditions  under 
which  they  work  in  our  establishments,  in  our  mills  and  factories,  such  as  ^re 
beyoiid  reproach;  we  also  realize  that  it  does  not  stop  there,  but  that  under 
the  various  phases  in  which  the  Industries  are  conducted,  not  only  our  own 
bnt  others  the  problem  does  not  stop  with  the  conditions  under  which,  the 
men  work  in  our  mills  and  factories,  we  have  got  to  go  further,  we  have  got 
to  get  at  their  manner  of  life  when  they  go  away  from  our  factories,  the  con- 
mtions  under  which  they  are  housed,  the  conditions  of  sanitation,  t^p 
conditions  of  education,  of  relaxation,  of  amusement,  their  health  and 
a  great  many  others;  and  looking  at  all  those  we  rea  ize  that  we  are 
face  to  face  with  a  great,  broad  problem  that  is  engaging  the  attention 
of  a  great  mlny  people  throughout  the  country,  and  we  realize  also  it 
?s  a  DfoblemTn  view  of  which  there  has  grown  up  a  new  class  of  engineers, 
in  tnanenk  those  who  call  themselves  sociological  engineers.  We  believe  that 
those  sSogical  engrneers  have  the  right  object  in  view,  that  what  they  are 
K^  to  accomplish  is  something  we  all  want  to  accomplish;  but  we  realize 
alio  thi?  the  pTob  em  fs  in  many  Instances  a  special  problem  to  each  employer. 
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Therefore,  It  seems  to  our  committee  that  the  work  we  shall  undertake,  pri- 
marily for  the  benefit  of  the  American  Iron  and  Steel  Institute  and  Its  mem- 
bers, shall  be  to  try  to  get  together  a  statement  of  the  problem,  of  how  It  Is  being 
solved  in  various  branches  of  our  industry  elsewhere,  and  to  try  to  constitute 
tUs  committee  or  the  Institute  a  bureau  of  Information  so  that  all  those  who 
are  interested  in  the  problem— and  I  think  everybody  must  be — can  have,  so 
to  speak,  a  bureau  of  Information  to  which  they  can  apply  for  information  on 
the  subject,  from  which  they  can  find  out  what  there  is  to  do  and  what  is  being 
done  and  how  it  is  being  done,  and  in  that  way  find  the  solution  or  at  least  a 
suggestion  for  the  solution  of  each  one  of  their  Indlvdual  problems. 

Now,  the  committee  feels  that  It  has  tackled  a  very  large  problem ;  but  it  has 
a  great  deal  of  hope  and  courage,  for  the  reason  that  it  believes  it  is  going  to 
have  the  help,  interest,  and  entire  cooperation  of  every  member  of  the  Iron  and 
Steel  Institute  and  of  our  industry,  whether  or  not  those  in  charge  of  the  special 
or  particular  branches  happen  to  be  members  of  the  Iron  and  Steel  Institute. 
We  have  seen  Judge  Gary  consider  and  solve  a  problem  which  was  as  big  and 
more  diflScult  and  harder  to  cope  with;  we  have  seen  him  bring  it  to  a  most 
successful  conclusion  and  meet  with  the  very  greatest  success  in  the  face  of 
conditions  which  to  almost  all  of  us,  a  few  years  ago,  seemed  to  present  obstacles 
almost  impossible  to  overcome ;  and  we  believe  with  his  leadership  and  example, 
through  this  institute,  we  are  going  to  be  the  means  of  accomplishing  another 
great  reform,  another  great  benefit  for  the  industry.     [Applause.] 

Judge  Gabt.  Mr.  Campbell  is  another  member  of  the  committee.  Will  yon 
say  something,  Mr.  Campbell? 

Mr.  Campbell.  I  can  only  emphasize  what  Mr.  Clarke  has  said.  I  might  add 
that  we  can  not  expect  that  we  are  going  to  entirely  change  the  present  con- 
ditions, where  they  are  not  good,  in  a  short  time.  You  must  not  expect  too 
much  of  this  committee.  We  had  our  first  meeting  to-day,  and  discussed  this 
matter  for  two  hours  and  over,  and  it  seemed  so  large  to  us  that  we  could  hardly 
outline  any  particular  plan,  so  that  it  is  going  to  be  a  matter  of  education,  and 
the  committee  of  the  American  Iron  and  Steel  Institute  will  only  be  a  sort  of 
clearing  house — we  can  not  do  the  work— we  will  furnish  what  information  we 
can ;  but  the  people  in  charge  of  the  different  plants  must  cooperate  with  us 
and  put  these  plans  in  operation  and  do  the  work.  We  are  in  hopes  that  you 
will.  You  all  know  that  the  success  of  any  business  depends  on  its  organization, 
and  while  you  rely  largely  on  your  superintendents  and  your  foremen  in  your 
different  plants,  you  also  must  rely  on  the  men  under  them,  and  unless  they  are 
satisfied  and  contented  and  the  conditions  surrounding  them  are  comfortable 
and  congenial,  you  are  not  going  to  get  the  high  eflJciency  that  we  were  talking 
so  much  about  in  the  last  few  months.  If  you  cooperate  with  us  and  do  every- 
thing that  you  can  to  improve  the  conditions,  I  think  in  a  short  time  you  will 
feel  Justified  in  having  incurred  any  expense  that  you  may  have  gone  to,  and 
no  matter  whether  you  do  or  not,  you  owe  this  to  your  employees,  because  your 
success  is  dependent  entirely  upon  their  cooperation  and  their  work,  and  they 
can  not  give  you  the  best  that  is  in  them  unless  you  make  the  surroundings 
congenial  and  give  them  good  sanitary  working  conditions.  Those  of  you  who 
furnish  them  houses  to  live  in  will  have  to  make  them  as  comfortable  as  pos- 
sible. 

A  great  many  men  treat  labor  organizations  without  any  great  consideration 
and  try  to  get  rid  of  them  in  order  to  take  advantage  of  their  men.  You  will 
find  always  when  that  is  done  the  employers  are  continuously  in  trouble.  The 
way  to  keep  out  of  trouble  with  your  employees,  in  my  opinion,  is  to  treat  them 
fairly  and  not  try  to  take  advantage  of  them,  either  by  reducing  their  wages 
when  they  can  not  afford  to  have  them  reduced  or  making  the  working  condi- 
tions so  hard  that  it  is  onerous  on  them  and  they  are  unable  to  bear  them. 

I  never  have  Imown  a  time  when  mills  were  running  to  only  50  or  60  per  cent 
of  their  capacity  and  when  there  has  been  so  much  unemployed  labor  as  there 
has  been  recently  that  the  wages  have  not  been  reduced.  I  think  we  can  all 
thank  Judge  Gary  for  the  policy  that  he  has  pursued.  I  remember  when  this 
condition  first  came  upon  us,  during  the  panic,  that  at  the  meeting  held  he  in- 
sisted that  the  wages  be  not  reduced.  There  were  some  of  us  who  felt  that 
employees  ought  to  stand  their  share  if  we  were  reducing  prices;  but  there 
were  others  who  felt  that  the  cost  of  living  at  that  time  was  too  high  to  Justify 
us  In  Interfering  with  the  wages  of  the  workingmen.  I  think  the  wisdom  of 
Judge  Gary's  attitude  in  that  matter  has  been  vindicated  by  the  results  which 
have  been  shown;  if  we  had  reduced  the  wages  we  would  have  simply  given 
that  much  away  to  our  customers ;  there  would  have  been  no  greater  profits  for 
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remarkable  situation. 

Now,  If  that  was  fair  and  right,  which  I  think  all  of  us  will  now  agree-that 
it  was  for  our  benefit  as  well  as  for  the  benefit  of  our  employees— we  ought  to 
go  still  further  and  give  them  all  the  comforts,  surround  them  with  the  best 
■working  conditions  that  we  can  provide,  and  I  hope  that  you  will  all  cooperate 
with  this  committee,  because  they  will  be  obliged  to  ask  you  for  information 

The  committee  will  try  to  give  you  certain  standards  to  go  by  that  should 
he  of  great  assistance  to  you  and  will  help  in  a  great  many  ways  •  but  I  want 
to  repeat  that  they  can  not  do  the  work,  that  they  must  depend  upon  you 
people,  and  I  hope  you  will  be  fair  enough  to  your  employees  and  to  your- 
selves—to your  interests— to  do  everything  that  you  can  to  make  the  conditions 
surrounding  your  employees  comfortable  and  congenial  and  I  believe  that  then 
you  will  get  better  efficiency  and  better  results;  you  will  feel  better  satisfied 
'With  your  business  and  your  employees  will  certainly  owe  you  a  debt  of  grati- 
tude which  they  will  pay  in  higher  efficiency  all  along  the  line.     [Applause  ] 

Judge  Gaey.  Mr.  Wood  is  also  on  the  committee.    Will  you  say  something? 

Mr.  Wood.  I  thought  I  had  a  sort  of  standing  agi-eement  that  I  was  exempt 
from  speaking.  I  did  not  know  until  to-day  that  the  committee  had  been 
enlarged,  but  I  want  to  say  that  I  am  very  glad  that  it  has  been  and  I  am 
very  glad  to  serve  on  the  committee.  I  feel  that  its  functions  are  extremely 
Important,  and  if  the  opportunities  are  fully  improved  that  its  work  will  prove 
not  only  of  great  benefit  to  the  trade  but  also  be  most  valuable  to  this  organiza- 
tion. I  am  very  glad  to  hear  Judge  Gary  make  the  suggestion  that  in  consider- 
ing the  various  steps  that  may  be  taken  to  improve  the  condition  of  our 
■employees  we  should  not  be  governed  to  too  great  an  .extent  by  the  manner  In 
which  the  efforts  may  be  received  at  first.  I  think  all  of  us  feel  that  attempts 
to  change  conditions  which  are  openly  and  distinctly  in  the  direction  of  better- 
ment are  looked  upon  with  suspicion  by  a  great  many  of  the  employees.  I  do 
not  think  we  should  be  influenced  by  that  at  all. 

It  is  not  going  to  be  possible  for  this  committee  to,  so  far  as  I  can  see  now, 
^o  more  than  make  suggestions,  gather  information,  and  perhaps  lay  down 
some  general  principles.  We  shall  have  to  ask  for  the  help  of  all  members  of 
the  association  and  for  suggestions  from  them.  The  agitation,  the  emphasizing 
of  the  importance  of  this  subject,  however,  must  be  productive  of  good  in  the 
■same  way  that  the  prominent  discussion,  the  emphasizing  of  many  subjects 
during  the  past  three  or  four  years,  like  conservation  and  increased  efficiency 
in  management,  is  going  to  be  productive  of  good.  While  perhaps  the  exponents 
have  gone  to  extremes  and  made  statements  that  seem  Utopian  or  incapable  of 
accomplishment,  still  it  has  set  the  community  thinking,  and  we  see  evidences 
in  the  press  and  in  various  ways  of  the  new  lines  of  thought  that  are  opened 
np,  and  it  is  tending  in  the  right  direction.  Kow  I  conceive  that  the  same  will 
result  in  the  systematic  building  up  of  the  material  and  social  welfare  of  the 
employees  of  a  great  Industry  like  the  iron  and  steel  industry.     [Applause.] 

Judge  Gaet.  Mr.,  Schiller,  president  of  the  National  Tube  Co.,  is  on  the  com- 
mittee.   We  should  like  to  hear  from  him. 

Mr.  ScHiLLEE.  Judge  Gary  and  gentlemen,  unlike  my  associates,  I  requested 
Judge  Gary  to  give  me  an  opportunity  to  say  a  few  words  to  you.  I  do  not 
know  that  I  want  to  add  anything  to  what  has  already  been  said  by  the  other 
members  of  this  committee  on  the  subject  of  welfare  of  workmen;  but  the 
work  that  this  committee  has  been  doing  for  sometime  past — the  committee 
appointed  last  autumn  by  the  American  Iron  and  Steel  Institute  to  consider 
the  question  of  the  six  day  week  continuous  operation — ^this  committee  has 
t)een  at  work  on  the  subject  for  a  good  while  and  carried  on  a  very  voluminous 
correspondence  with  a  large  number  of  those  who  are  Identified  with  manu- 
facturing operations  involving  the  employment  of  labor  seven  days  in  the  week, 
and  a  number  of  different  plans  have  been  submitted.  As  was  to  be  expected, 
these  plans  were  all  subject  to  more  or  less  criticism.  Finally,  however,  a  plan 
was  evolved  that  seemed  to  meet  the  approval  of  a  majority  at  least  of  those 
■with  whom  the  committee  communicated.  Upon  ascertaining  that  fact  the 
committee  made  its  report  to  the-  directors  of  the  American  Iron  and  Steel 
Institute,  at  a  recent  meeting,  and  the  directors  passed  a  resolution  instructing 
the  committee  to  supply  the  secretary  of  the  Institute  with  copies  of  the  plan, 
for  distribution  to  such  members  as  were  engaged  in  manufacturing  operations 
involving  continuous  employment.  This  has  been  done  or  will  be  done  in  the 
near  future. 
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I  Shall  ask  each  member  who  is  communicated  with  to  express  a  willingness 
to  make  a  trial.  Any  plan  that  may  be  devised  is,  of  course,  more  or  less  open 
to  criticism.  Any  plan  that  is  devised  on  paper  is  subject,  of  course,  to  more 
or  less  approval  upon  actual  trial.  The  committee  earnestly  hopes  that  a  really 
earnest  effort  will  be  made  to  put  this  plan,  with  such  modifications  as  may  be 
necessary  to  suit  local  conditions,  into  efCect  for  a  certain  periodj  and  try  it 
out.  Pick  all  the  holes  in  the  plan  that  you  want  to;  you  won't  hurt  the  feel- 
ings of  the  committee  at  all  if  you  criticize  it.  It  is  not  submitted  as  the  last 
word  at  all,  but  in  the  hope  that  from  it  or  through  it  may  be  evolved  a  prac- 
ticable working  plan  that  will  abolish  the  seven  day  week  and  abolish  the  long 
turn  in  changing  from  the  day  turn  to  the  night  turn,  of  IS  or  24  hours.  There 
will  be  of  course  a  good  deal  of  objection  on  the  part  of  your  operating  people 
to  this  plan  or  any  plan,  because  nobody  likes  to  make  changes.  We  all  think 
that  the  present  methods  are  the  best  or  just  a  little  better  than  some  other 
that  may  be  devised.  Some  objections  have  been  raised — the  plan  provides 
for  what  are  termed  relief  men  to  take  the  places  of  men  who  are  off  duty 
one  day  out  of  seven.  As  is  shown  on  the  plan,  these  relief  men  are  to  be 
changed  from  one  position  to  another.  The  suggestion  has  been  made  that, 
instead  of  doing  that,  when  a  man  is  off  duty  the  next  man  below  in  position 
should  be  moved  up.  I  think,  perhaps,  that  is  a  very  good  suggestion.  I  think, 
perhaps,  that  is  a  better  plan  than  the  one  outlined  in  the  plan  which  will  be 
sent  to  you.  Other  objections  have  been  raised  to  this  effect,  that  as  under 
the  present  system  which  is  in  vogue  a  foreman  has  a  regular  gang  of  men 
working  under  him,  he  is  familiar  with  those  men  and  those  men  are  familiar 
with  him — he  knows  what  to  expect  of  them,  and  it  has  been  ui'ged  that  to 
change  that  gang  and  introduce  new  men  into  the  gang  would  impair  its 
efficiency.  I  think  that  criticism  is  at  least  open  to  argument.  As  I  view  it, 
the  changing  of  men  from  one  position  to  another  would  in  time  make  for 
greater  efficiency  of  the  whole  force.  A  man  who  is  working  in  a  subordinate 
position  and  who  is  moved  up  into  a  position  of  greater  importance  and  familiar- 
izes himself  with  the  duties  of  that  position,  naturally,  in  the  course  of  time, 
becomes  the  more  efficient  workman ;  so  I  do  not  believe  that  criticism  is 
well  founded.  Another  criticism  is  that  the  men  themselves  will  object  seri- 
ously to  the  loss  of  one  day's  compensation.  That  is  to  be  expected.  Every 
workman,  every  man— we,  all  of  us — desire  to  earn  just  as  much  as  we  can; 
but  again  that  does  not  seem  to  me  to  be  a  very  sound  position.  In  all  o'.her 
branches  of  our  business  we  have  men  who  work  six  days  in  the  week  and  are 
paid  for  six  days  in  the  week.  The  wages  of  blast  furnacemen  particularly, 
and  they  are  the  ones  most  employed  in  continuous  operation,  are  predi- 
cated upon  what  are  termed  common  labor  rates.  The  advances  are 
paid  above  the  common  labor  rates,  depending  upon  the  importance  of  the 
position;  but  are  all  predicated,  or  nearly  all  of  them,  upon  common  labor 
rates.  That  is  true  of  a  great  many  men  in  all  of  the  other  branches  of  the 
industry — common  labor  rates  is  the  basis  upon  which  all  of  the  other  rates 
except  tonnage  rates  are  based.  Now,  those  men  are  to-day  and  for  all  time 
have  worked  six  days  in  the  week  and  have  been  paid  for  six  days  in  the 
week.  If  they,  earning  no  more  money  than  the  men  employed  at  the  blast 
furnaces,  per  diem,  are  able  to  work  six  days  a  week,  to  be  paid  for  six  days 
and  make  a  living  on  six  days,  surely  the  blast  furnacemen  can.  It  may  be 
found,  after  trial,  advisible,  perhaps,  to  make  some  adjustment  in  the  blast- 
furnace labor.  I  rather  question  it;  but  at  all  events  it  is  well  worthy  of  a 
sincere,  hearty,  and  earnest  trial. 

Judge  Gaet.  Personally  I  believe  it  is  better  for  the  individual.  State  and 
Nation  to  have  labor  prohibited  on  Sunday  except  in  cases  of  necessity. 

Mr.  Crawford,  of  the  Tennessee  Company,  is  a  member  of  this  committee,  and 
we  will  have  a  word  or  two  from  him. 

Mr.  CRAwroKD.  Judge  Gary  and  gentlemen,  most  of  the  gentlemen  present 
here  I  think  heard  a  very  earnest  talk  on  the  subject  of  welfare  work  by  Dr. 
Darlington.  Mr.  Clarke  has  very  accurately  and  clearly  outlined  the  discus- 
sion of  the  committee  to-day.  The  scope  of  the  work  can  be  so  large  that  it  is 
going  to  be  necessary  to  limit  the  scope  at  the  start,  and  as  Mr.  Wood  expressed 
it,  hit  the  high  spots  first.  One  of  the  high  spots  seems  to  be  to  arouse  interest 
in  the  members  of  the  association  in  carrying  on  welfare  work.  I  know  that 
among  some  operating  men  there  is  a  certain  prejudice  against  it,  because  they 
think  it  is  sentimental,  and  the  question  of  sentiment  is  a  good  one  in  its  place. 
But  I  think  it  will  be  a  comparatively  easy  matter  to  convince  men  of  that 
tendency  of  thought  that  there  is  a  practical  application  which  can  be  made  of 
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welfare  work,  which  will  make  it  easier  for  them  to  get  their  work  done  by 
having  more  efficient  men  to  help  them  to  do  it. 

Two  divisions  of  the  work  were  slightly  indicated,  and  importance  was  given 
to  plant  conditions ;  and  those  suggestions  were  made  by  members  of  the  com- 
mittee who  had  plants  where  the  operatives  lived  in  fairly  large  communities  • 
where  the  communities  themselves  provided  opportunities  for  amusement,  and 
where  they  had  municipal  organizations  that  were  supposed  to  look  after  hygiene 
and  sanitary  measures  in  the  houses  and  yards.  But  there  are  some  companies 
represented  in  the  American  Iron  and  Steel  Institute,  and  particularly  the  min- 
ing companies,  where  the  camps  are  entirely  owned  by  the  companies,  and  there 
the  operatives  are  entirely  dependent  on  what  the  management  does  for  their 
sanitary  and  hygienic  surroundings  and  their  pleasures  outside  of  work  hours. 
And  it  seems  to  me  that  in  those  cases  we.  are  peculiarly  under  a  moral  respon- 
sibility to  our  employees.     [Applause.] 

Judge  Gaby.  In  ordinary  life  and  contact  our  new  president,  Mr.  Farrell,  is 
as  docile  as  a  dove.  When  it  comes  to  stating  business  problems  and  particu- 
larly business  troubles  and  tribulations,  he  has  the  courage  of  a  lion.  His 
presence  in  close  proximity  to  the  chairman  of  the  corporation  is  a  daily  bene- 
diction. I  am  going  to  ask  him  to  say  a  few  words  concerning  the  business 
prosperity  of  to-day  and  the  immediate  future.     [Applause.] 

Mr.  Fabeell.  Judge  Gary  and  gentlemen,  I  am  somewhat  In  a  quandary,  for 
the  moment,  as  to  whether  I  am  a  prophet  or  a  philosopher,  and  while  I  do 
not  wish  to  digress  from  the  subject  which  has  been  assigned  to  me— that  is, 
to  say  something  on  trade  conditions— I  would  like  to  tell  a  little  story  about 
a  conversation  which  took  place  the  other  day  between  two  gentlemen.  One  of 
these  gentlemen  claimed  that  he  was  a  philosopher,  and  the  other  man  asked 
him  upon  what  grounds  he  made  that  claim.  "  Well,"  he  said,  "  I  am  the 
owner  of  two  limekilns.  I  actually  own  both  of  them,  but  I  am  only  supposed 
to  be  the  owner  of  one.  I  think  I  have  gradually  acquired  a  philosophical 
temperament,  because  it  is  part  of  my  daily  pastime  to  read  a  large  correspond- 
ence from  the  customers  of  the  limekiln,  which  people  suppose  that  I  do  not 
own,  claiming  that  the  proprietor  of  that  limekiln  is  continually  cutting  my 
prices."     [Laughter.] 

Now,  there  is  a  great  deal  in  that  story,  and  there  is  a  growing  element  to- 
day in  the  business  world  who  can  be  believed  on  almost  any  other  subject  but 
that  question  of  prices— competitors'  prices  especially.  Now,  with  regard  to 
trade  conditions,  it  has  been  evident  to  most  of  us  for  some  time,  perhaps  for 
the  best  part  of  the  year  past,  that  a  great  deal  of  expansion  is  taking  place 
In  the  steel  industry  in  this  country,  and  some  months  ago  it  was  estimated 
that  the  productive  capacity  of  this  country  in  1911  was  fully  3,000,000  tons, 
in  the  shape  of  steel  ingots,  in  excess  of  the  consumptive  requirements.  If  that 
is  so,  and  statistics  would  seem  to  support  the  claim,  it  should  not  be  a  difficult, 
matter  for  any  of  us  to  appreciate  the  fact  that  we  can  not — that  is,  none  of 
us  can  force  a  100  per  cent  capacity  into  a  60  per  cent  consumptive  demand. 
That  is  another  form  of  commercial  philosophy.  If  we  realize  that  condition 
and  can  reconcile  ourselves  to  its  acceptance,  we  are  going  to  lead  a  very  com- 
fortable existence  in  the  steel  business  in  1911.  A  great  deal  is  said  about  the 
present  range  of  prices.  Of  course  those  of  us  in  the  steel  business,  you  gen- 
tlemen here  this  evening,  are  aware  of  the  fact  that  prices  to-day  are  from  $5 
to  $6  per  tori  lower  than  they  were  at  the  time  that  the  readjustment  was  made 
in  1908.  I  do  not  believe  that  any  business  can  be  forced  by  any  change  of 
prices.  Furthermore,  I  am  firmly  convinced  that  this  anaesthetic  condition  that 
business  has  gotten  into  since  the  4th  of  April — this  chloroformed  condition  of 
business^ — and  it  is  likely  to  continue  until  Congress  adjourns — can  not  be  re- 
vived by  any  change  in'  the  policy  which  we  have  been  carrying  out  for  many 
months.  There  is  no  doubt  whatever  that  the  business  is  in  the  country — it 
has  simply  been  interrupted.  That  was  demonstrated  in  the  months  of  Janu- 
ary, February,  and  March.  I  think,  without  exception,  every  manufacturer 
here  felt  a  gradual  impetus  to  his  business  during  the  months  of  January,  Feb- 
ruary, and  March  particularly.  As  soon  as  the  extra  session  of  Congress  con- 
vened business  began  to  fall  off.  I  think  to  some  extent  it  was  greatly  assisted 
by  pessimistic  statements  which  were  not  altogether  warranted,  as  to  the  con- 
dition of  business,  but  which  a  great  many  gentlemen  of  the  press  felt  it  was 
necessary  to  discount  in  order  that  they  might  perhaps  be  right,  if  conditions 
should  happen  to  grow  poorer. 

Now,  you  have  noticed  that  during  the  first  three  months  of  this  year  some- 
thing over  $300,000,000  have  gone  into  bonds  and  note  issues  of  railroads 
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and  some  industrial  companies;  but  largely  the  railroads  have  derived  that 
amount  of  money  from  the  sale  of  bonds  and  note  issues.  I  think  that  during 
the  past  week  or  ten  days  we  have  seen  some  evidences  of  the  existence  of  that 
money  in  the  hands  of  the  railroads.  The  railroad  buying  has  been  better 
during  the  last  week  or  ten  days,  and  a  great  many  railroads  that  felt  that  they 
would  not  require  any  material  in  1911  have  suddenly  discovered  that  they 
require  rails  or  accessories  or  fences  or  tools  or  sheets  or  something  of  that 
character. 

Our  good  friend,  Mr.  Buffington,  showed  me  a  telegram  yesterday,  which  I 
referred  to  as  a  voice  from  the  tomb.  It  was  an  order  from  a  railroad  which 
had  been  forgotten  as  far  as  purchasing  was  concerned — forgotten  that  the 
railroad  was  In  existence. 

Now,  I  believe  that  we  will  hear  other  voices  from  the  tomb,  the  cemetery 
being  large  enough.  The  main  thing  for  us  to  possess  at  the  present  time 
is  a  little  patience  and  submission  to  conditions  as  we  find  them.  We  do  not 
want  to  be  in  the  position  that  this  dual  limekiln  owner  was.  That  man 
thought  that  his  customers  were  In  restraint  of  the  truth,  but  I  think  that 
Congress  would  have  held  that  he  was  in  restraint  of  trade. 

The  United  States  at  the  present  time  is  the  only  country  that  I  know  of — 
and  I  have  a  pretty  fair  acquaintance  with  the  rest  of  the  world — which  is 
in  the  position  that  it  is  in  to-day.  Practically  every  country  on  the  face 
of  the  globe  to-day  is  enjoying  a  business  far  in  excess  of  anything  In  its  his- 
tory. Take  Canada.  The  prosperity  of  Canada  to-day  is  beyond  the  dreams 
of  even  Sir  Wilfred  Laurler,  who  has  claimed  that  the  twentieth  century 
belonged  to  Canada,  the  nineteenth  century  having  been  conceded  as  having 
belonged  to  the  United  States.  Mr.  Drummond,  the  president  of  the  Algoma 
Steel  Corporation,  told  me  yesterday  that  they  could  not  possibly  accept  another 
order  in  1911.    The  same  thing  is  true  of  every  iron  and  steel  mill  in  Canada. 

A  great  deal  Is  being  said  about  the  revolution  In  Mexico ;  but  notwith- 
standing the  conditions  that  exist  there,  business  appears  to  be  going  on  In 
Mexico,  and  during  the  past  week  or  two  has  increased  rather  than  decreased. 

The  board  of  trade  returns  for  Great  Britain  show  that  the  foreign  trade  of 
Great  Britain  in  1910  was  over  one  hundred  million  sterling  in  excess  of  any 
previous  year — $500,000,000  more  than  any  year  In  the  past  10  years. 

A  gentleman  engaged  in  the  steel  industry  In  Germany  told  me  within  the 
week  that  Germany  had  produced  13,000,000  tons  of  steel  in  1910  and  exported 
0,000,000.  That  reminds  me  that  Germany  is  a  great  country,  and  also  reminds 
me  of  the  fact  that  on  the  8th  day  of  last  December  I  attended  a  meeting  of 
the  German  Iron  &  Steel  Institute  at  Dusseldorf,  at  which  800  members  were 
present.  The  principal  address  was  made  by  the  finance  minister  of  Germany, 
Dr.  Renheiseii.  The  substance  of  his  address  was  that  it  would  be  one  of  the 
greatest  Industrial  calamities  to  Germany  if  anything  happened  to  prevent  the 
prolongation  of  the  German  steel  syndicate.  Well,  I  almost  had  to  pinch  my- 
self tq  find  out  where  I  was.  In  hearing  a  cabinet  minister  make  a  statement  of 
that  kind,  although  in  Germany  there  was  not  any  particular  attention  paid  to 
it,  though  I  rather  Imagine  there  would  be  some  small  consternation  here  If 
•uch  a  statement  were  made  by  one  of  the  cabinet  officers  of  this  country. 

Notwithstanding,  It  all  goes  to  show  that  in  practically  every  country  but 
ours  the  Government,  as  well  as  the  people,  is  engaged  in  building  up  the  com- 
merce of  their  respective  countries,  while  most  of  our  time  is  spent  in  defending 
it.  Nevertheless,  as  Judge  Gary  has  said  this  evening,  we  fuUy  believe  that  the 
time  is  not  far  distant  when  we  will  probably  witness  a  change  in  sentiment. 

With  respect  to  the  future  I  can  not  prophesy ;  but  I  am  thoroughly  convinced 
that,  with  the  conditions  existing  in  this  country  to-day  In  the  matter  of  crops 
and  everything  that  helps  business,  I  believe  that  within  a  comparatively  short 
time  we  will  all  be  busy  and  have  plenty  to  do.  In  the  meantime  it  is  going  to 
require  patience.  We  have  got  to  sacrifice  our  order  book  unless  we  want  to 
precipitate  a  condition  of  affairs  which,  as  Mr.  Schwab  says,  means  an  era  of 
low  prices  and  perhaps  a  continued  situation  in  that  line.  If  we  have  patience 
I  am  satisfied  within  a  very  short  time  we  are  going  to  be  very  well  pleased  with 
the  trade  conditions  in  this  country,  although  we  should  bear  in  mind  that  even 
a  boom  In  this  country  to-day  would  not  absorb  the  existing  capacity  of  the 
country,  and  if  any  man  feels  he  can  operate  his  plants  at  100  per  cent  or  80  per 
cent,  and  seeks  to  do  it  on  a  consumptive  demand  that  is  in  a  lesser  ratio,  why, 
he  is  simply  contributing  to  an  undesirable  thing,  in  my  opinion.  We  do  not 
feel  that  way  in  the  steel  coriwration.  We  believe  in  fair  competition — In  llve- 
and-let-live  methods.    All  we  are  expecting  is  our  fair  share  of  the  business,  and 
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w*  are  prepared  now,  as  we  have  been  in  the  past,  to  make  as  many  sacrifices 
as  anybody  else  when  it  comes  to  keeping  within  what  we  consider  to  be  our 
range  or  our  share  of  that  business.     [Applause.] 

Judge  Gaet.  Since  the  question  of  prices  has  been  mentioned  I  feel  justified 
in  referring  to  one  branch  of  industry,  and  that  is  pig  iron.  The  price  of  pig 
Iron  at  the  present  time  must  be  too  high.  [Laughter.]  It  is  not  more  tham 
^1  or  $2  below  the  actual  cost,  and  I  think  something  should  be  done  to  discipline 
the  manufacturers  of  that  product.  We  know,  because  we  have  heard  It  said 
frequently,  that  if  pig-iron  people  would  reduce  their  prices  the  demand  would 
instantly  increase  and  it  would  not  be  long  before  they  could  Increase  their 
sales  and  sell  all  they  could  produce.  Of  course,  these  criticisms  are  made 
toy  those  who  know  least  about  it.  They'are  like  the  old  maid  who  is  constantly 
talking  about  children.  In  fact  her  time  is  mostly  occupied  in  talking  and  none 
■of  her  time  in  nursing. 

I  think  If  there  is  any  man  competent  to  defend  himself  against  the  charge 
that  he  is  restraining  trade  and  competition  by  upholding  arbitrarily  the  price 
of  pig  iron,  it  is  our  old  and  esteemed  friend  Joe  Butler.  We  will  hear  from 
him. 

Mr.  BuTLEE.  Judge  Gary  and  gentlemen,  I  had  rather  hoped  that  on  one  of 
these  Joyous  occasions  I  would  be  excused.  But  it  seems  not.  When  you  bring 
champagne  on  with  the  clams  the  world  moves.  [Laughter.]  According  to 
what  has  been  said  up  to  the  present  time  with  reference  to  this  welfare  busi- 
ness, although  I  am  not  a  member  of  that  committee,  I  want  to  give  a  little 
experience. 

This  matter  has  been  taken  in  hand  in  Youngstown,  and  I  listened  with  a 
great  deal  of  pleasure  to  what  my  friend  Mr.  Campbell  said,  and  I  wonder  he 
did  not  refer  to  It ;  I  think,  perhaps,  that  with  some  pride  I  may  say  we  have 
In  Youngstown  done,  in  proportion  to  the  populataion,  as  much  if  not  more  than 
any  other  community  in  the  matter  of  helping  our  employees.  Something  over 
a  year  ago  I  was  instrumental  in  organizing  the  Modern  Homes  Co.,  as  it  Is 
called.  I  succeeded  in  interesting  a  number  of  capitalists  and  people  in  Youngs- 
town, some  of  them  interested  in  the  iron  and  steel  business,  and  many  of  them 
not;  but  the  concern  was  organized  with  a  capital  of  $200,000,  and  we  suc- 
ceeded in  getting  at  the  head  of  it  the  president  of  our  First  National  Bank, 
Henry  M.  Garlick,  a  man  who  inspires  confidence  In  everything  that  he  under- 
takes. The  capital  was  very  quickly  subscribed,  a  competent  organization  was 
gotten  ready,  and  with  this  amount  of  money  some  200  houses  were  built,  sani- 
tary In  every  respect.  The  matter  was  not  gone  into  with  any  particular  desire 
or  expectation  of  making  any  money,  but,  very  much  to  our  surprise,  at  the 
close  of  the  fiscal  year  it  was  shown  that  the  concern,  although  it  attempted  to 
make  the  rents  so  that  they  would  be  attractive,  had  made  10  per  cent  on  the 
investment.  They  had  made  in  so  attractive  that  the  capital  was  increased  and 
the  subscribers  to  the  original  enterprise  were  given  the  first  opportunity,  and  the 
increased  capital  was  so  much  oversubscribed  that  it  was  5  to  1.  We  expect 
In  the  course  of  another  year  to  have  not  less  than  1,000  of  these  sanitary 
houses  built  for  the  benefit  of  the  employees  of  the  different  corporations  in 
Youngstown.  I  mention  this,  for  I  think  that  we  have  set  a  good  example. 
The  Jones  &  McLoughlin  Steel  Co.  are  doing  something  in  the  same  line,  and 
at  my  request  the  superintendent  of  my  company  visited  the  Jones  &  Mc- 
Loughlin plant  and  found  the  conditions  somewhat  similar. 

Judge  Gary  was  kind  enough  to  suggest  that  the  price  of  pig  iron  was  a 
little  high — or  else  he  may  have  said  it  was  a  little  low,  I  don't  just  recall  his 
remark  on  that  question.  But  I  believe  I  stated  at  the  last  gathering  that  the 
pig  iron  end  of  this  business  had  been  neglected  and  overlooked.  I  have  felt 
that  now  for  several  months,  and  I  still  feel  that  way.  I  believe  that  if  we 
could  do  something  to  straighten  out  the  pig  iron  end  it  would  be  the  most 
effective  remedy  that  we  could  have  at  the  present  time.  We  all  agree  that 
there  is  an  overproduction.  Why?  Because  there  are  more  furnaces  built  than 
are  needed.  In  the  early  times  there  was  a  shortage.  As  I  stated  a  few  years 
ago  at  one  of  the  early  meetings,  the  independent  furnaces  made  one  sale  of 
400,000  tons  to  the  Carnegie  Steel  Co.  before  the  Steel  Corporation  was  or- 
ganized. Other  independents  have  Increased  their  capacity,  and  I  really  believe 
that  if  instead  of  pursuing  that  policy  we  had  kept  up  the  policy  of  buying 
from  the  independent  companies  we  would  have  a  much  more  healthy  condition 
of  affairs  than  we  have  to-day. 

I  am  a  firm  believer  in  the  fact  that  in  order  to  get  the  pig-iron  business 
and  the  steel  business  and  the  whole  fabric  in  better  shape  we  must  make  up 
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our  minds  to  increase  our  exports.  Take  tlie  great  iron  and  steel  producing 
interests  of  the  world — Belgium,  Germany,  England,  and  France — a  large  pro^ 
portion  of  their  output  is  sent  elsewhere.  On  the  contrary,  we  in  the  United  , 
States  consume  the  great  bulk  of  our  product.  I  think  we  must  in  the  future 
do  one  of  two  things,  either  restrain  the  further  building  of  capacity  or  we 
must  increase  our  exports.    I  believe  that  is  one  of  the  true  remedies. 

And  with  particular  reference  to  the  pig-iron  industry — as  I  have  said  this 
evening  and  on  former  occasions,  it  has  been  neglected  and  overlooked  and  not 
given  the  attention  that  it  should  have  been.  I  think  we  should  try  to  form  a 
national  association  of  pig-iron  manufacturers,  not  with  the  idea  of  sustaining 
prices,  but  with  the  idea  of  cooperating  on  the  same  lines  that  you  people  have 
done  in  the  finished  end.  I  think  thafis  one  of  the  things  that  we  should  take 
firmly  in  hand,  and  in  the  immediate  future.  That  I  think  applies  more  espe- 
cially to  the  manufacture  of  foundry  iron.  I  happen  to  know,  I  have  been  in- 
strumental in  gathering  statistics,  and  as  late  as  the  1st  of  April  I  think  I 
knew  within  1,000  tons,  one  way  or  the  other,  the  amount  of  pig  iron  on  hand 
in  this  country,  and  the  great  bulk  of  it  was  foundry  iron.  The  amount  of 
steel  iron  on  hand  that  was  accumulated  could  be  used  up  in  a  week,  and  if 
they  would  shut  down  for  a  month  there  would  not  be  a  ton  of  that  sort  of 
pig  iron  left.  And  I  earnestly  hope  that  through  the  American  Iron  and  Steel 
Institute  or  in  some  other  way  the  producers  of  pig  iron  will  get  together  and 
bring  about  a  better  condition  of  affairs. 

Judge  Gabt.  I  am  sure  you  have  all  been  waiting  expectantly  to  hear  from 
Mr.  King,  our  old  standby ;  and  he  may  talk  on  anything  he  pleases — business 
conditions,  good  or  bad. 

Mr.  King.  We  are  met  together  again  through  the  courtesy  of  Judge  Gary  to 
renew  and  cement  our  friendship  and  get  the  consensus  of  opinion  as  to  the 
condition  of  business  and  its  future.  It  is  certain  that  there  is  something  out 
of  gear,  but  we  can  not  find  it  in  the  basic  conditions,  for  our  crops  and 
finances  were  never  better.  We  are  apt  to  think  when  these  basic  conditions  are 
right  that  nothing  much  can  be  amiss.  But  even  imaginary  troubles  unfortunately 
have  the  power  to  create  doubt  and  then  fear,  and  that  is  why  we -are  suffering 
from  the  extra  session  of  Congress,  with  its  free-trade  tendencies,  and  from  the 
delay  of  the  Supreme  Court,  and  for — and  I  say  this  with  great  respect — lt8 
inability  to  say  just  what  the  Sherman  act  means.  The  great  majority  of 
thoughtful  people  believe  that  this  country  can  not  be  prosperous  without  an 
adequate  protective  tariff.  But  these  people,  I  think,  are  unduly  alarmed  con- 
cerning the  action  of  the  House,  for  certainly  free  trade  is  not  Imminent  or 
possible  with  a  Republican  President  and  Senate.  And  when  the  country  gets 
over  its  scare,  as  in  due  time  it  will,  I  have  the  faith  to  believe  that  the  business 
then  offering  will  tax  our  facilities,  great  though  they  are. 

We  must  be  patient,  however,  for  we  will  have  to  wait  perhaps  a  long  time. 
But  in  the  meantime  we  should  conserve  our  own  interests,  for  the  average 
buyer  always  wants  the  lowest  price,  the  cost  price,  regardless  of  all  conditions^ 
especially  when  business  is  slack.  We  can  not  create  a  demand  of  lOi) 
per  cent  nor  tell  when  it  will  come,  neither  can  any  one  or  more  of  us  run 
100  per  cent  on  a  demand  of  GO;  but  this  we  can  do,  we  can  run  our  millg 
according  to  the  demand,  and  ask  a  fair  i^nd  reasonable  price  for  what  we 
produce,  and  this  in  my  opinion  is  the  sensible  and  proper  thing  for  us  all  to  da 
But  should  any  of  us  elect  to  do  the  impossible,  then  this  epigram  of  Benjamin 
Franklin  will  give  advance  information  as  to  our  finish :  "  He  that  spits  against 
the  wind  spits  in  his  own  face."     [Applause.] 

Judge  Gaby.  I  would  be  very  glad  to  hear  from  a  large  number  who  are  pres- 
ent, and  I  have  no  doubt  there  are  many  who  would  be  glad  to  say  something. 
It  seemed  best,  however,  to  some  of  tho^e  with  whom  I  have  talked,  that  we 
adjourn  a  little  earlier  than  we  have  been  accustomed  to.  Although  I  am  quite 
willing  to  stay  here  and  listen  to  any  others  who  are  desirous  to  speak — and  if 
anyone  desires  to  say  anything  or  if  anyone  desires  to  suggest  that  some  others 
be  called  upon  to  speak,  it  will  please  me  to  accommodate  them — if  not  I  think 
we  will  end  the  speaking  at  this  time. 

I  would  like  to  say  that  probably  we  will  not  have  the  pleasure  of  meeting 
at  dinner  again  until  autumn,  until  after  some  of  us  have  returned  from.  Europe, 
but  in  the  early  autumn  I  hope  you  will  be  good  enough  to  come  again  to  one 
of  these  dinners;  and  I  hope  iu  the  meantime  you  will  try  and  keep  in  clo^e 
contact,  that  the  feeling  of  friendly  interest  one  for  the  other  will  continue  and 
remain  solid,  that  no  one  will  become  demoralized  by  misrepresentation  in 
regard  to  what  others  are  doing  or  by  business  conditions  that  are  not  entirely 
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satisfactory.  We  will  accomplish  more  for  ourselves  if  we  try  to  benefit  our 
neighbors.  If  anyone  does  anything  that  our  corporation  believes  ought  not  to 
be  done  with  respect  to  trying  to  get  away  our  business  unfairly  we  will  be 
glad  to  go  to  that  person  and  ascertain  the  facts  before  we  rush  out  into  a  com- 
petition that  will  be  destructive  and  bitter  and  opposed  to  the  best  interests  of 
all  the  people.  And  I  hope  that  disposition  will  generally  control  the  action  and 
feeling  of  everyone  who  is  present  here  this  evening. 

Never  before  in  the  history  of  the  iron  and  steel  business  in  this  country  has 
the  business  been  in  such  fine,  careful,  honest,  intelligent  management  as  it  is 
at  the  present  tune.  Never  before  have  there  been  so  many,  such  a  large  per- 
centage, of  the  iron  and  steel  interests  of  the  country  disposed  to  come  together 
and  consider  one  .another's  interests  as  at  the  present  time.  There  was  a  period 
when,  from  information,  I  supposed  there  were  men  engaged  in  the  manufacture 
of  iron  and  steel  who  were  not  at  all  inclined  to  be  fair  and  reasonable  in  trying 
to  keep  within  the  domain  of  their  natural  and  legitimate  business,  and  who 
were  not  inclined  to  accept  an  invitation  to  such  a  dinner  as  this  for  the  pur- 
pose of  exchanging  friendly  greetings;  but  I  found  by  inquiry  and  by  personal 
contact  that  I  had  been  entirely  mistaken.  There  are  gentlemen  here  this 
evening  of  whom  I  entertained  feelings  of  suspicion  in  regard  to  their  inten- 
tion to  deal  fairly  and  justly  by  their  neighbors,  and  I  am  very  glad  to  say 
that  it  was  simply  because  I  was  misinformed  that  I  entertained  the  opinion 
which  I  held  at  that  time.  I  have  learned  by  personal  contact  with  these 
gentlemen  that  they  have  exactly  the  same  feelings,  the  same  inclinations,  the 
same  desires  and  intentions  that  all  the  rest  of  us  have.  We  may  depend  upon 
them ;  when  they  say  they  are  doing  a  certain  thing  we  know  they  are  doing  it. 
Of  course,  as  I  have  said  before,  I  would  not  under  any  circumstances  ask  such 
a  man  or  any  man  to  make  an  agreement  with  me  as  to  what  he  would  do, 
because  I  know  that  is  not  proper,  because  I  know  that  is  illegal,  because  I 
know  it  would  not  be  approved,  but  would  be  disapproved  by  the  administrators 
of  the  law,  and  I  would  not  ask  any  man  to  do  what  I  would  not  do  myself. 
I  know  that  if  we  succeed  as  business  men  we  must  do  it  on  the  basis  and  on 
principles  that  are  honest,  fair,  lawful,  and  just,  and  therefore  we  may  not 
make  any  agreements  of  any  sort  or  description,  expressed  or  implied  or  by 
inference.  And  yet  at  the  same  time  I  feel  confident  that  when  I  come  into  the 
open  and  say  to  any  of  you  gentlemen  that  I  am  charging  certain  prices  or  that 
I  am  shipping  certain  quantities,  you  know  I  tell  the  truth,  that  you  can  rely 
upon  that,  you  can  depend  upon  it.  You  know  I  do  no  say  that  for  the  purpose 
of  deceiving  you  at  all,  nor  any  purpose  except  to  let  you  know  exactly  what 
I  am  doing.  And  therefore,  as  I  have  said  before,  gentlemen,  we  come  together 
upon  a  platform  that  involves  the  honor  of  a  man,  which  is  far  better  and  far 
higher  and  far  more  binding  upon  us  than  any  contract  which  we  could  make. 

Now,  gentlemen,  with  my  gratitude  for  your  presence  and  my  hope  that  you 
may  keep  well,  strong,  and  happy,  and  that  your  business  will  be  prosperous, 
and  that  your  feeling  of  friendship  for  one  another  and  for  me  will  in  no  re- 
spect be  abated  during  the  summer,  and  that  we  may  meet  in  the  early  fall,  I 
bid  you  good  night.     [Applause.] 

Mr.  King.  I  ask  you  to  rise  while  I  propose  a  toast :  One  of  the  poets  has 
beautifully  said  that  friendship  is  the  wine  of  life ;  another  that  friendship  Is  a 
sheltering  tree.  Here  is  to  the  man  who  has  brought  this  boon  to  the  iron  and 
steel  masters  of  America,  who,  while  still  competitors,  are  proud  to  call  them- 
selves friends.    Drink  heartily,  gentlemen,  to  Judge  Gary.    [Applause.] 

LIST  OP  GUESTS. 

M.  Andrews,  M.  A.  Hanna  &  Co.,  Cleveland,  Ohio. 
George  Bartol,  general  manager  Otis  Steel  Co.,  Cleveland,  Ohio. 
A.  F.  Banks,  president  Elgin,  Jollet  &  Eastern  Railway  Co.,  Chicago,  111. 
L.  E.  Block,  vice  president  Inland  Steel  Co.,  Chicago,  111. 
W.  L.  Brown,  "president  Pickands,  Brown  &  Co.,  Chicago,  III. 
E.  J.  Buffington,  president  Illinois  Steel  Co.,  Chicago,  111. 
J.  G.  Butler,  jr.,  president  Bessemer  Pig  Iron  Association,  Toungstown,  Ohio. 
James  Bowron,  vice  president  Southern  Iron  &  Steel  Co.,  Birmingham,  Ala. 
Charles  F.  Brooker,  president  American  Brass  &  Copper  Co.,  99  John  Street, 
New  York. 
J.  A.  Campbell,  president  Youngstown  Sheet  &  Tube  Co.,  Youngstown,  Ohio. 
Henry  Chalfant,  president  Spang,  Chalfant  &  Co.,  Pittsburgh,  Pa. 
Capt.  H.  S.  Chamberlain,  president  Roane  Iron  Co.,  Chattanooga,  Tenn. 
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B.  B.  Cook,  manager  Warwick  I.  &  S.  Co.,  Pottstown,  Pa. 

G.  G.  Crawford,  president  Tennessee  C.  I.  &  R.  R.  Co.,  Birmingham,  Ala. 

E.  A.  S.  Clarke,  president  Lackawanna  Steel  Co.,  Buffalo,  N.  Y. 

D.  M.  Clemson,  president  Carnegie  Natural  Gas  Co.,  Pittsburgh,  Pa. 

F.  H.  Crockard,  vice  president  Tennessee  C.  I.  &  R.  R.  Co.,  Birmingham,  Ala. 
Daniel  Coolidge,  president  Loralne  Steel  Co.,  Johnstown,  Pa. 

Harry  Coulby,  president  Pittsburg  Steamship  Co.,  Cleveland,  Ohio. 

A.  C.  Dinkey,  president  Carnegie  Steel  Co.,  Pittsburgh,  Pa. 

R.  H.  Edmonds,  editor  Manufacturers'  Record,  Baltimore,  Md. 

B.  F.  Fackenthal,  jr.,  president  Thomas  Iron  Co.,  Faston,  Pa. 

J.  A.  Farrell,  president  United  States  Steel  Corporation,  New  York. 

E.  C.  Felton,  president  Pennsylvania  Steel  Co.,  Philadelphia,  Pa. 

W.  J.  Filbert,  comptroller  United  States  Steel  Corporation,  New  York. 

A.  I.  Findley,  editor  The  Iron  Age,  New  York. 

E.  H.  Gary,  chairman  United  States  Steel  Corporation,  New  York. 

E.  G.  Grace,  general  manager  Bethlehem  Steel  Co.,  South  Bethlehem,  Pa. 
J.  A.  Hatfield,  president  American  Bridge  Co.,  New  York. 

C.  R.  Hubbard,  president  Wheeling  Steel  &  Iron  Co.,  Wheeling,  W.  Va. 

A.  F.  Huston,  president  Lukens  Iron  &  Steel  Co.,  Coatesvllle,  Pa. 

0.  N.  Hutchinson,  general  manager  Grand  Crossing  Tack  Co.,  Grand  CroM- 
Ing,  111. 

August  Heckscher,  vice  president  Eastern  Steel  Co.,  New  York. 

B.  M.  Hagar,  president  Universal  Portland  Cement  Co.,  Chicago,  111. 
Harry  R.  Jones,  general  manager  United  Steel  Co.,  Canton,  Ohio. 
Jonathan  R.  Jones,  secretary  and  treasurer  Alan  Wood,  Iron  &  Steel  Co., 

Philadelphia,  Pa. 

1.  A.  Kelly,  president  Ashland  Steel  Co.,  Ashland,  Ky. 

I.  A.  Kelly,  jr.,  superintendent  Ashland  Steel  Co.,  Ashland,  Ky. 

D.  G.  Kerr,  vice  president.  United  States  Steel  Corporation,  New  York. 
Willis  L.  King,  vice  president,  Jones-La ughlln  Steel  Co.,  Pittsburgh,  Pa. 
W.  H.  Love,  president  New  York  State  Steel  Co.,  BufCalo,  N.  Y. 

G.  G.  McMurtry,  chairman,  American  Sheet  &  Tin  Plate  Co.,  New  York. 
James  T.  McCleary,  secretary,  American  Iron  &  Steel  Institute,  New.  York. 

F.  C.  McMath,  president  The  Canadian  Bridge  Co.,  Walkerville,  Ont. 
Benjamin  Nicholl,  B.  NichoU  &  Co.,  New  York. 

Charles  D.  Morton,  vice  president.  First  National  Bank,  New  York. 

W.  J.  Olcott,  president  Oliver  Iron  Mining  Co.,  Duluth,  Minn. 

W.  P.  Palmer,  president  American  Steel  &  Wire  Co.,  Cleveland,  Ohio. 

B.  W.  Pargny,  president  American  Sheet  &  Tin  Plate  Co.,  Pittsburgh,  Pa. 
John  A.  Penton,  editor.  The  Iron  Trade  Review,  Cleveland,  Ohio. 
George  W.  Perkins,  New  York. 

Charles  S.  Price,  vice  president,  Cambria  Steel  Co.,  Johnstown,  Pa. 
Leonard  Peckitt,  president  Empire  Steel  &  Iron  Co.,  Catasauqua,  Pa. 
W.  P.  Perley,  assistant  to  president,  United  States  Steel  Corporation,  Ntw 
York. 
Charles  A.  Rathbone,  Buhl  Malleable  Co.,  Detroit,  Mich. 
J.  H.  Reed,  chairman,  Carnegie  Steel  Co.,  Pittsburgh,  Pa. 
Davis  Reeves,  president  Phenix  Iron  Co.,  Philadelphia,  Pa. 
F.  B.  Richards,  M.  A.  Hanna  &  Co.,  Cleveland,  Ohio. 
Karl  G.  Roebling,  John  A.  Roebllng  Sons'  Co.,  Trenton,  N.  J. 
W.  A.-  Rogers,  president  Rogers-Brown  Iron  Co.,  Buffalo,  N.  Y. 
F.  H.  Rose,  general  manager  of  sales,  Upson  Nut  Co.,  Cleveland,  Ohio. 
Wallace  H.  Rowe,  president  Pittsburgh  Steel  Co.,  Pittsburgh,  Pa. 
James  P.  Roe,  general  superintendent,  Glasgow  Iron  Co.,  Pottstown,  Pa. 
John  Reis,  vice  president.  United  States  Steel  Corporation,  New  York. 
George  L.  Reis,  vice  president,  Minnesota  Steel  Co.,  Duluth,  Minn. 
W.  B.  Schiller,  president  National  Tube  Co.,  Pittsburgh,  Pa. 

C.  A.  Severance,  Davis,  Kellogg  &  Severance,  St.  Paul,  Minn. 
Moses  Taylor,  vice  president,  Lackawanna  Steel  Co.,  New  York. 
Alexis  W.  Thompson,  president  Inland  Steel  Co.,  Chicago,  111. 

J.  A.  Topping,  chairman,  Republic  Iron  &  Steel  Co.,  New  York. 
Richard  Trimble,  treasurer.  United  States  Steel  Corporation,  New  York. 

E.  B.  Thomas,  president  United  States  Steel  Products  Co.,  New  York. 

W.  R.  Walker,  assistant  to  president,  United  States  Steel  Corporation,  New 
York. 

F.  S.  Witherbee,  president  Witherbee,  Sherman  &  Co.,  New  York. 
F.  W.  Wood,  president  Maryland  Steel  Co.,  Sparrows  Point,  Md. 
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W.  P.  Worth,  treasurer.  Worth  Bros.  Co.,  Coatesville,  Pa. 

F.  A.  Wilmot,  president  American  Tube  &  Stamping  Co.,  Bridgeport,  Conn. 

August  Zlesing,  president  American  Bridge  Co.,  Pittsburgh,  Pa. 

Upon  reading  the  second  time  the  inclosed  editorial  from  Financial  America, 
Mr.  Gary  regrets  that  It  was  attached.  At  first  reading  he  did  not  notice  par- 
ticularly the  personal  references.  The  good  which  has  been  accomplished  Is 
attributable  alike  to  all  the  manufacturers  of  iron  and  steel  who  have  been 
accustomed  to  meet  at  the  occasional  dinners. 

All  the  speeches  at  the  last  dinner  have  been  printed  as  uttered  and  without 
change. 

EDITOEIAL    FEOM    FINANCIAI,    AMERICA. 

New  Yobk,  May  11, 1911. 

Prevailing  business  quiet  and  uncertainty,  which  have  tended  to  lower  the 
volume  of  business  transactions  in  almost  all  lines  of  business,  and  to  which 
the  steel  Industry  is  not  an  exception,  have  not  disturbed  the  harmonious  rela- 
tions existing  between  the  independent  steel  makers  and  the  United  States 
Steel  Corporation.  This  is  evident  from  the  report  of  the  speeches  made  at  the 
recent  dinner  in  the  Waldorf-Astoria,  which  was  attended  by  many  of  the  most 
prominent  steel  and  iron  manufacturers  of  the  country,  and  over  which  Judge 
Gary,  chairman  of  the  United  States  Steel  Corporation,  presided.  At  this 
gathering  the  utmost  cordiality  toward  and  confidence  In  one  another  were 
manifested,  and  it  is  entirely  to  the  credit  of  Judge  Gary  that  such  harmony 
pervades  the  Industry  generally.  He  it  was  who  first  conceived  the  idea  of 
gathering  his  competitors  around  him,  to  discuss,  openly  and  frankly,  the 
course  of  the  steel  and  iron  trade,  and  to  place  at  the  disposal  of  all  the  par- 
ticular views  of  each  of  the  assembled  competitors.  It  was  not  his  intention  to 
"  organize "  the  competitive  interests  into  one  body,  even  a  quasi  combination, 
or  to  bind  the  individual  steel  manufacturers  in  attendance  by  an  "  gentlemen's 
agreement,"  Impliedly  or  expressly,  for  the  maintenance  or  alteration  of  priees 
or  wages,  the  regulation  of  output,  the  partition  of  markets,  or  anything  of  that 
sort.  To  evade  the  Sherman  law  was  not  his  purpose.  But,  with  farseeing 
vision,  he  sought  to  bring  the  steel  representatives  together  for  a  frank  and 
honest  exchange  of  views,  believing  that  when  each  one  knew  how  his  neigh- 
bor felt  over  the  steel  and  iron  outlook  and  ascertained  what  he  was  doing, 
the  industry  as  a  whole  would  be  the  gainer. 

That  the  Joint  industry,  which  we  have  been  accustomed  to  regard  as  our 
trade  barometer,  In  the  face  of  a  recession  in  business  throughout  several 
months  has  maintained,  relatively  speaking,  a  commendable  stability  and 
strength,  is  due,  doubtless,  in  great  part  to  the  moral  effect  of  the  meetings 
inaugurated  by  the  Steel  Corporation's  chairman.  This  has  not  followed,  as 
we  have  stated  previously,  from  any  agreement,  pact,  or  understanding  among 
the  manufacturers  in  attendance,  but  as  a  natural  and  Inevitable  result  of  the 
economic  discussions  at  the  meetings  aforementioned.  The  good  and  welfare 
of  the  industry — including  that  of  the  workmen  employed — are  the  questions 
upon  which  an  expression  of  opinion  is  sought ;  and  the  sincerity  of  the  purpose 
Judge  Gary  had  In  mind  in  bringing  about  these  meetings  may  be  clearly 
inferred  from  the  fact  that  the  only  thing  which  binds  participants  in  these 
conferences  is  that  of  honor.  When  one  of  them  speaks  of  his  prices  or  ship- 
ments, the  others  know  he  speaks  the  truth ;  and  the  moral  effect  of  this  tran- 
scends any  agreement  In  black  and  white,  even  if  that  were  permissible.  By 
means  of  this  mutual  exchange  of  ideas  men,  who  formerly  were  "  consummate 
enemies  in  business  matters,  are  now  the  best  of  friends,"  to  quote  Judge  Gary's 
own  words.  Where  they  formerly  fought  one  another,  if  necessary  now,  they 
would  fight  for  one  another.  And  this,  too,  without  overstepping  the  provisions 
of  the  obnoxious  Sherman  law.  The  principal  factors  affecting  business  as  a 
whole  are  discussed  and  interpreted  at  these  gatherings,  each  steel  manufac- 
turer deriving  the  benefit  of  his  competitors'  views.  In  this  way  the  perspective 
of  each  is  enlarged  and  his  vision  is  broadened.  Congress  and  its  projected 
activity,  tariff,  and  reciprocity,  crops  and  their  outlook,  the  financial  develop- 
ments, the  steps  for  currency  reform ;  in  brief,  the  Influences  that  make  for  or 
against  trade  expansion  are  dwelt  upon,  and  it  is  impossible  for  a  steel  man 
present  at  one  of  those  meetings  not  to  leave  it  with  a  better  grasp  of  his  own 
particular  problem. 

The  ethics  of  the  relationship  between  the  manufacturer  and  his  customer 
and  also  between  him  and  his  workman  figured  chiefiy  in  the  discussion  at 
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the  last  meeting.  Said  Judge  Gary :  "  The  disposition  which  we  are  showing 
amongst  ourselves  when  we  come  together,  in  trying  to  help  one  another  and 
to  advance  the  interests  of  all  others,  we  must  also  evidence  in  our  treatment 
of  every  one  outside  of  our  lines  of  activity,  including  our  customers,  including 
our  employees,  including  all  the  makers  and  the  administrators  of  the  law, 
and  including  the  public  at  large.  We  must  put  and  keep  ourselves  on  a  plat- 
form so  fair,  so  high,  so  reasonable  that  we  will  attract  the  attention  and  invite 
and  secure  the  approval  of  all  who  know  what  we  are  doing.  In  that  way  we 
will  exercise  an  influence  which  should  be  of  great  benefit  not  only  to  ourselves 
but  to  all  others."  Mr.  E.  A.  S.  Clarke,  president  of  the  Lackawanna  Steel 
Co.,  made  a  provisional  report,  as  chairman  of  a  committee  on  the  welfare 
■of  employees,  in  which  he  said :  "  We  believe  that  the  first  thing  we  all  must 
do  is,  so  to  speak,  to  set  our  own  house  in  order;  to  have  our  dealings  with 
our  employees ;  to  have  the  conditions  under  which  they  work  in  our  establish- 
ments, in  our  mills,  and  factories  such  as  are  beyond  reproach.  We  also 
realize  that  it  does  not  stop  there,  but  that  under  the  various  phases  in  which 
the  industries  are  conducted,  not  only  our  own  but  others,  we  have  got  to  go 
further.  We  have  got  to  get  at  their  manner  of  life  when  they  go  away  from 
our  factories,  the  conditions  under  which  they  are  housed,  the  conditions  of 
sanitation,  the  conditions  of  education,  or  relaxation,  of  amusement,  their 
health,  and  a  great  many  others;  and  looking  at  all  those,  we  realize  that  we 
are  face  to  face  with  a  great,  broad  problem." 

Another  question  discussed  was  the  evolution  of  some  practicable  working 
plan  whereby  the  seven-day  week  for  employees  might  be  changed  to  a  six-day 
week,  and  also  the  long  turn  in  changing  from  the  day  turn  to  the  night  turn, 
of  18  or  24  hours.  These  efEorts  for  the  material  and  social  welfare  of  the 
steel  industry's  employees  are  certainly  commendable,  and  doubtless  will  be 
successful  in  due  time.  The  emphasis  of  Judge  Gary  for  honest  and  fair  rela- 
tions with  the  public,  the  customer,  and  the  laborer  can  not  be  misunderstood. 
It  is  constructive  in  the  highest  degree,  and  once  realized  will  powerfully  con- 
tribute to  stamp  out  demagoguery  and  end  legislative  assault  upon  organized 
business.  Would  that  the  great  business  interests  of  the  country — not  steel 
alone — would  come  together  to  exchange  opinions  and  draft  a  law  or  laws 
governing  business — as  is  done  in  other  countries — to  replace  such  enactments 
9.S  the  Sherman  law,  and  teach  the  politician  the  salient  lesson  that  this  coun- 
try's business  men  have  legislative  ideals  of  their  own  and  proper  standards  on 
business  performance.    Judge  Gary's  success  points  the  way. 

(The  following  papers  offered  by  the  chairman  are  here  printed,  as 
follows :) 

Base  price  for  steel  beams,  effective  February  1,  1900. 

New  England  States  points  taking  Boston  or  Portland  rate  or  equivalent.  $2. 45 
New  York  (Rochester  and  east  of  Rochester)  and  New  Jersey,  also  Ken- 
tucky       2. 40 

Pennsylvania   (east  of  Altoona),  Maryland,  Delaware,  and  District  of 

Columbia   2. 38 

New  York  (west  of  Rochester),  Pennsylvania  (Altoona  and  west  of 
Altoona ) ,  except  Pittsburgh  and  points  immediately  adjacent,  Ohio, 
and  West  Virginia,  except  to  near-by  points  where  freight  is  less  than 
10  cents,  then  rate  shall  be  Pittsburgh  price  plus  actual  freight 2.  35 

Pittsburgh  and  Allegheny  to  points  immediately  adjacent  and  actual 
freight  rate  to  obtain  delivered  price 2. 35 

Indiana,  Michigan  (except  northern  peninsula),  cities  of  Milwaukee  and 
Chicago    2. 35 

Illinois  (except  Chicago  and  Mississippi  River  towns),  Virginia,  and 
Wisconsin  (except  Milwaukee,  Kenosha,  and  Racine) 2.40 

Kenosha  and  Racine 2.  37i 

All  points  on  the  Mississippi  River  except  towns  in  Missouri,  Illinois,  and 

Iowa,  northern  peninsula  of  Michigan 2.  50 

Mississippi  River  towns  in  Missouri  (except  East  St.  Louis  and  St. 
Louis 2.  45 

Illinois  and  Iowa,  and  St.  Charles,  Mo.,  East  St  Louis 2.  40 

North  and  South  Carolina,  Georgia,  Florida,  Alabama,  Iowa,  and  Mis- 
souri, excepting  Mississippi  River  points  and  Missouri  River  points 
between  Kansas  City  and  Sioux  City,  inclusive,  Minnesota,  excepting 
the  Mississippi  River  and  Lake  points  and  Kansas 2. 60 
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Lake  points  in  Minnesota . $2.  50 

Louisiana  and  Mississippi   (except  Mississippi  River  towns),  Arkansas 

and  Nebraslca  (except  Omaha) 2.70 

Missouri  River  points  from  Kansas  City  to  Sioux  City  points 2.  63 

Texas,  common  points 2.90 

Texas,  outside  of  common  points 3. 15 

Houston  and  Galveston 2.  70 

Wyoming 3. 65 

North  and  South  Dakota 3.15 

Tennessee 2.  55 

Colorado  and  Pacific  Coast  open  for  competition. 

All  other  States  and  Territories  not  covered  by  the  above  to  be  Pittsburgh 
price  plus  tariff  freight  to  destination. 

Above  prices  for  carload  lots  only. 

Less  than  carload  price  to  less  than  carload  buyers  to  be  2.35  cents  Pittsburgh 
plus  tariff  freight. 

These  prices  are  for  base  sizes ;  for  sizes  other  than  base,  add  one-half  extras. 

AQEEEMENT    "  A." 

This  agreement,  made  and  entered  Into  this  1st  day  of  January,  1897,  by  and 
between  the  Passaic  Rolling  Mill  Co.,  Pottsvllle  Iron  c&  Steel  Co.,  A.  &  P. 
Roberts  Co.,  Cambria  Iron  Co.,  Phoenix  Iron  Co.,  New  Jersey  Steel  &  Iron  Co., 
Universal  Construction  Co.,  the  Carnegie  Steel  Co.  (Ltd.),  Cleveland  Rolling 
Mill  Co.,  Jones  &  Laughlin  Steel  Co.   (Ltd.), 

Witnesseth  that  the  above  said  parties  have  mutually  agreed  to  and  with 
each  other  to  form  an  association  to  be  known  as  the  Structural  Steel  Associa- 
tion of  the  United  States. 

First.  Each  of  the  above  parties  named,  being  manufacturers  and  sellers  of 
steel  I  beams  and  channels  of  s^zes  not  less  than  3  inches  in  (Jepth,  shall,  by 
reason  of  such  manufacture  and  sale,  be  entitled  to  membership  in  this  associa- 
tion, and  each  of  the  parties  hereto  shall  be  entitled  to  such  portion  of  all 
sales  by  parties  hereto  of  I  beams  and  channels  of  sizes  not  less  than  3  inches 
la  depth  (except  I  beams  and  channels  for  use  in  car  construction  and  deck 
or  bulb  beams)  as  is  allotted  to  it  under  the  following  table : 

Per  cent. 

The  Carnegie  Steel  Co.  (Ltd.) 49| 

Jones  &  Laughlin  (Ltd.) 12J 

A.  &  P.  Roberts  Co .. li* 

Passaic  Rolling  Mill  Co '. ^ 

Phoenix  Iron  Co ^ 

Cambria  Iron  Co "i 

Universal  Construction  Co *i 

Pottsvllle  Iron  &,  S^eel  Co ^ 

Cleveland  Rolling  Mill  Co ^ 

100 

It  being  understood  that  members  of  this  association  having  bridge  works 
wherein  beams  and  channels,  as  covered  by  this  agreement,  are  consumed  shall 
report  to  this  associntion  all  shipments  to  such  departments  and  pay  the  agreed 
pool  tax  as  hereinafter  provided  on  shipments  so  made  (except  such  as  are  used 
in  the  construction  of  buildings  for  their  own  respective  works,  which  tonnage 
shall  be  reported  and  credit  given  therefor). 

Second  The  officers  of  this  association  shall  be  as  follows:  A  president,  a 
treasurer  a  commissioner  and  an  executive  committee,  consisting  of  three 
members '(the  president  being  a  member  of  the  executive  committee,  ex  officio). 

Third  Each  member  of  this  association  (the  New  Jersey  Steel  &  Iron  Co. 
excepted)  shall,  on  or  before  the  10th  day  of  February,  1897,  and  on  and  before 
the  10th  dav  of  each  and  every  month  thereafter,  during  the  terms  of  this 
aereenient  or  any  extension  thereof,  render  to  the  commissioner  of  this  associa- 
lion  a  stii'tement,  which  statement  shall  be  sworn  to  or  affirmed  to  i>y  one  of 
the  nrincipal  executive  officers  of  the  member  so  making  the  report,  or  in  case 
the  member  so  making  the  report  is  a  copartnership,  then,  in  that  case,  the  re- 
nnrt  shall  be  sworn  to  or  affirmed  to  by  one  of  the  firm  holding  membership 
In  this  association,  which  oath  or  affirmation  shall  be  to  the  effect  that  the  re- 
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port  SO  made,  is  a  true  and  correct  report  of  all  the  material  described  in  the 
first  clause  of  this  agreement  which  was  shipped  by  the  member  making  the 
report  during  the  month  for  which  the  report  is  made ;  the  form  of  the  report 
and  oath  or  affirmation  as  to  its  correctness,  shall  be  furnished  by  the  commis- 
sioner. And  uijon  the  commissioner's  receiving  from  the  respective  members 
their  reports,  as  aforesaid,  he,  the  commissioner,  shall  render  to  each  member 
monthly,  as  soon  as  possible  after  the  receipt  of  all  the  statements  of  all  the 
members,  copies  of  statements  last  rendered  by  each  member,  and  shall  forth- 
with "  state  an  account,"  charging  each  member,  who  has  shipped  during  the 
month  more  than  its  or  their  percentage  of  the  total  amount  shipped  by  all  the 
members  of  the  association,  the  sum  of  fire-tenths  cents  per  pound  on  each  and 
every  pound  of  such  excess  and  crediting  each  member  who  has  not  shipped  its 
or  their  percentage  of  the  total  amount  shipped  by  all  the  members  of  the  asso- 
ciation with  the  sum  of  flve-tenths  cents  per  pound  on  ench  and  every  poimd 
which  it  or  they  fail  to  ship  during  the  month  for  which  the  reports  are  made, 
as  aforesaid,  and  as  a  basis  of  calculation  in  making  such  "  statement  of 
account,"  the  commissioner  shall  use  the  table  of  percentges  as  set  forth  in  the 
first  clause  of  this  agreement. 

And  upon  the  statement  of  such  account  by  the  commissioner,  he  shall 
immediately  mail  a  copy  thereof  to  each  member  of  this  association  and  within 
five  days  after  the  receipt  of  any  account  by  the  member  of  this  association, 
which  account  shall  show  that  the  member  receiving  the  same  is  indebted  to 
the  association,  the  member  so  receiving  its  or  their  account  showing  its  or 
their  indebtedness,  shall  forward  to  the  treasurer  a  check  or  sight  draft  drawn 
to  the  order  of  T.  Mellon  &  Sons,  in  payment  of  such  indebtedness,  which 
check  or  sight  draft  the  treasurer  shall  deposit  in  the  said  T.  Mellon.  &  Sons' 
bank  to  the  credit  of  this  association,  and  immediately  upon  the  treasurer 
receiving  from  the  members  all  their  respective  remittances,  in  payment  of 
their  indebtedness  to  'the  association,  for  any  month,  he,  the  treasurer,  shall 
notify  the  respective  members  whom  the  aforesaid  "account  stated "  shall 
show  to  be  creditors  of  the  association  for  any  month,  to  draw  on  him  (the 
treasurer)  for  the  amount  due  to  them  as  shown  by  said  "account  stated,"  and 
upon  receipt  of  their  several  drafts  so  made,  the  treasurer  shall  accept  the 
same  payment  at  T.  Mellon  &  Sons,  and  charge  the  amounts  thereof  to  the 
fund  created  by  the  payments  made  by  the  members  who  shipped  in  excess  of 
their  proportion  during  the  month  for  which  the  "  account  stated  "  was  made, 
thus  closing  that  account  each  month. 

Fourth.  'To  insure  the  rendering  of  the  statements  and  the  settlement  of  the 
balances  due  between  the  members  of  this  association,  at  the  time  required  by 
the  provisions  of  this  agreement,  each  member  (the  New  Jersey  Steel  &  Iron 
Co.  excepted)  shall,  immediately  after  the  signing  of  this  agreement,  remit  to 
the  treasurer  its  or  their  check  or  sight  draft  for  the  sum  of  $2,500,  and  shall, 
on  or  before  the  lOth  day  of  each  month  thereafter,  remit  its  or  their  check  or 
sight  draft  for  $500,  the  said  checks  or  sight  drafts  shall  be  made  in  favor  of 
T.  Mellon  &  Sons,  who  shall  become  the  depository  of  all  the  proceeds  of  such 
checks  or  sight  drafts,  which  shall  form  a  guaranty  fund  and  be  held  by  said 
T.  Jlellon  &  Sons  during  the  continuance  of  this  agreement,  or  any  extension 
thereof,  and  disposed  of  finally  as  hereinafter  provided. 

It  being  understood  that  when  the  said  guaranty  fund  reaches  the  sum  total 
of  $45,000,  that  the  payments  toward  said  fund  shall  thereupon  cease. 

Fifth.  Whereas  it  has  been  agreed  by  and  between  the  several  other  mem- 
bers and  the  New  Jersey  Steel  &  Iron  Co.  that  the  works  of  the  said  New 
Jersey  Steel  &  Iron  Co.  shall  remain  inoperative  in  the  manufacture  of  I  beams 
and  channels,  of  sizes  coming  under  the  provision  of  and  during  the  life  of  this 
agreement,  in  consideration  of  which  the  New  Jersey  Iron  &  Steel  Co.  shall 
receive  from  this  association  the  sum  of  $5,000  per  month.  Said  sum  of  $5,000 
to  be  paid  by  the  several  other  members  in  proportion  to  their  allotments  as 
shown  by  the  table  in  the  first  clause  of  this  agreement.  On  the  tenth  day  of 
each  month  the  treasurer  shall  draw  at  sight  on  the  respective  parties  to  this 
agreement  for  the  proportionate  amount  of  the  indebtedness,  and  when  all  such 
drafts  shall  have  been  paid,  he  shall  immediately  notify  the  New  Jersey  Steel 
&  Iron  Co.  to  draw  upon  him  at  sight  for  the  sum  of  $5,000,  thus  closing  this 
account  'each  month.  In  case  any  draft  which  the  treasurer  shall  make,  as  iu 
this  clause  provided,  shall  not  be  promptly  paid,  the  amount  of  such  draft 
shall  be  taken  from  the  deposition  the  guarantee  fund  of  the  party  falling  to 
pay  such  draft,  and  payment  made  to  the  New  Jersey  Steel  &  Iron  Co.,  the 
same  as  if  all  such  drafts  of  the  treasurer  has  been  paid,  and  such  party  shall 
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iromediately  remit  to  the  treasurer  an  amount  sufficient  to  make  good  the  sum 
so  taken  from  the  guarantee  fund. 

Sixth.  Wliereas  it  has  been  agreed  by  and  bet\¥een  all  the  members  of  this 
association  (the  New  Jersey  Steel  &  Irou  Co.  excepted)  to  exempt  all  members 
except  the  Phoenix  Iron  Co.,  to  the  extent  of  5  per  cent  of  300,000  tons,  in  the 
proportions  expressed  in  the  table  of  allotments  contained  in  clause  1  of  this 
agreement;  the  aforesaid  Phoenix  Iron  Co.  to  be  exempted  to  the  amount  of 
11,000  tons;  the  pool  assessment  shall  not  be  charged  on  any  member's  ship- 
ments until  it  or  they  shall  have  completed  its  or  their  quota  of  exempted 
tonnage. 

Seventh.  It  is  required  that  aU  I  beams  and  channels  shipped  into  the  States 
bordering  on  the  Pacific  coast  and  to  be  actually  used  in  the  territory  into  which 
it  is  shipped  and  also  all  I  beams  and  channels  actually  exported  for  use  out- 
side the  limits  of  the  United  States  be  reported  to  the  commissioner  together 
with  bills  of  lading  or  other  evidence  of  exportation  satisfactory  to  him  (said 
evidence  to  be  confidential  and  not  to  be  circulated  among  the  members).  Such 
tonnage  will  be  deducted  from  the  member's  report  and  the  agreed  pool  tax 
charged  on  the  balance. 

Eighth.  Upon  receiving  the  written  request  of  any  one  member  of  the  asso- 
ciation the  commissioner  shall  call  a  meeting  of  the  parties  to  this  agreement, 
to  be  held  within  five  days  from  the  date  of  his  receiving  such  written  request. 

Ninth.  If  at  any  time  any  of  the  parties  hereto  shall  hav'e  reason  to  suppose 
that  any  other  party  or  parties  to  the  agreement  ha\e  violated  any  of  the  pro- 
visions of  this  agreement,  the  said  party  so  supposing  the  agreement  has  been 
violated  shall  file  with  the  commissioner  of  the  association  a  bill  of  comjilaint 
against  the  party  or  parties  so  suspected  of  such  violation,  which  bill  of  com- 
pUiiut  shall  fully  set  forth  the  act  or  acts  complained  of,  together  with  all  the 
matters  or  things  connected  therewith.  The  said  bill  of  complaint  shall  be  in 
writing  and  shall  furnish  all  the  evidence  that  can  be  submitted  in  connection 
with  the  alleged  violation,  and  upon  receipt  by  the  commissioner  of  any  and  all 
bills  of  complaint  as  aforesaid,  he  shall  forthwith  use  his  best  othces  to  have  the 
accuser  and  accused  arrive  at  an  amicable  settlement,  failing  in  which,  he  shall 
submit  all  the  information  he  may  have  to  the  executive  committee  for  action. 
If  the  said  executive  committee  shall  determine  that  the  chai'ges  have  been  sus- 
tfiined,  they,  the  executive  committee,  shall  impose  a  penalty  not  less  that 
$l,000i  nor  more  than  the  amount  standing  to  the  credit  of  the  member  so  pun- 
ished in  the  guaranty  fund  at  the  time  the  fine  is  imposed  upon  the  party  so 
adjudged  as  having  violated  the  agreement,  but  if  the  executive  committee  shall 
determine  that  the  charges  have  not  been  sustained  they  shall  dismiss  the  com- 
plaint from  further  consideration  by  them.  It  being  further  understood  and 
agreed  that  no  member  of  the  executive  committee  shall  act  upon  any  bill  of 
eomjilaiut  made  by  or  made  against  the  member  of  the  association  which  he 
represents,  nor  shall  any  representative  of  a  member  of  the  association  vote  upon 
any  bill  of  complaint  brought  by  or  brought  against  the  member  of  the  associa- 
tion which  he  represents.  Any  penalty  imposed  by  the  executive  committee 
will  be  collected  by  the  treasurer,  deducting  the  amount  thereof  from  the  de- 
posit made  by  the  member  against  whom  the  penalty  is  imposed  to  the  guar- 
anty fund,  as  provided  for  in  clause  fourth  of  this  agreement,  within  two  weeks 
after  such  penalty  is  thus  imposed,  the  sum  thereof  shall  be  transferred  pro 
rata  as  per  allotments  to  the  accounts  of  the  members  of  the  association,  ex- 
cluding the  member  against  whom  the  penalty  is  imposed,  by  the  treasurer  of 
the  association,  in  which  case  the  member  so  punished  shall  immediately  remit 
an  amount  sufficient  to  make  good  the  sum  taken  from  the  guaranty  fund. 

In  case  the  offending  member  should  appeal  to  the  association  and  the  action 
of  the  executive  committee  should  not  be  sustained  by  a  majority  vote  of  said 
association,  then  the  fine  imposed  shall  be  remitted  and  any  sum  that  the  mem- 
ber may  have  paid  into  the  association  by  reason  of  this  shall  be  returned. 
.  Tenth.  No  member  of  this  association  (the  New  Jersey  Steel  &  Iron  Co. 
excepted)  shall  make  any  lump-sum  bid,  nor  shall  they  or  it  erect  any  building, 
directly  or  indirectly.  This  applies  only  to  members  as  "  Rolling  Jlills."  Any 
question  arising  as  to  the  interpretation  of  this  clause  shall  be  referred  to  the 
commissioner  for  his  immediate  decision. 

Eleventh.  No  consideration  in  the  nature  of  brokerage  or  commission  is  to  be 
allowed,  except  to  the  accredited  agents  of  the  parties  to  this  agreement,,  whose 
names  shall  be  on  file  with  the  commissioner;  and  in  no  case  will  it  be  permis- 
sible for  such  commission  to  be  divided. 
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No  sales  or  contracts  shall  be  made  to  or  with  middlemen  except  on  specific 
work  for  immediate  specifications. 

All  sales  between  parties  to  this  agreement  shall  be  at  pool  prices,  as  pro- 
vided In  agreement  "  B,"  and  all  shipments  shall  be  reported  by  the  manu- 
facturer, on  which  the  pool  tax  will  be  charged  the  same  as  to  outside  parties, 
the  purchaser  also  to  report  shipments  of  all  such  material  so  bought,  for  which 
they  shall  claim  and  receive  credit. 

Twelfth.  At  any  meeting  of  the  members  of  this  association,  called  by  the 
commissioner  as  herein  provided,  any  party  or  parties  may  give  notice  of  with- 
drawal herefrom,  but  no  such  notice  shall  take  effect  until  January  1,  1898. 
If  the  aggregate  pool  percentages  of  the  parties  giving  such  notice  of  with- 
drawal shall  amount  to  less  than  4  per  cent,  this  agreement  shall  continue  In 
force  as  between  the  remaining  parties,  but  if  such  aggregate  shall  amount  to 
4  per  cent  or  more  this  agreement  shall  terminate  at  the  time  so  fixed.  But 
statements  shall  continue  to  be  rendnered  of  all  I  beams  and  channels  shipped 
up  to  date  of  its  termination,  the  pool  assessment. 

Thirteenth.  The  percentages  of  the  parties  hereto  or  of  their  successors  (in- 
cluding as  such  any  concern  mainly  owned  or  controlled  by  any  of  the  said 
parties  or  any  of  their  stockholders),  shall  be  maintained  in  the  same  relative 
proportion  until  otherwise  agreed,  and  if  any  party  shall  at  any  time  have  more 
than  one  successor  or  allied  concern,  the  aggregate  percentages  allotted  to  itself 
and  all  its  successors  and  allied  concerns  shall  not  exceed  the  percentage  that 
the  original  concern  would  have  been  entitled  to  if  it  had  continued  alone  its 
relations  to  the  other  parties  under  this  agreement,  and  the  parties  thereto  shall 
include  in  their  statement  the  shipments  for  snch  successors  and  allied  concerns. 

Fourteenth.  In  case  other  firms  or  corporations  are  admitted  as  partners  to 
this  agreement,  the  percentage  of  the  pool  allotted  to  each  shall  be  deducted  pro 
rata  from  the  percentages  of  the  nionibers  immediaLely  prior  to  the  time  of  its 
admission ;  and  in  case  any  of  the  parties  hereto  or  an/  of  the  parties  hereafter 
admitted  shall  withdraw,  the  percentage  of  the  pool  allotted  to  such  withdraw- 
ing party  or  parties  shall  be  added  pro  rata  to  the  percentages  of  the  parties 
remaining.  In  such  case  the  commissioner  shall  compute  and  report  the  new 
percentages  to  the  nearest  one-hundredth  of  1  per  cent,  which  degree  of  accuracy 
shall  be  deemed  sufficient. 

Fifteenth.  The  allotment  herein  made  of  percentages,  the  amount  of  the 
guaranty  fund,  and  the  payment  made  to  the  New  Jersey  Steel  &  Iron  Co.,  as 
herein  provided,  shall  not  be  altered,  amended,  or  changed  in  any  respect,  ex- 
cept by  the  unanimous  consent  of  all  the  parties  to  this  agreement,  but  any 
other  matters  or  things  whatsoever  which  concern  this  agreement  or  the  associa- 
tion formed  thereby  or  any  regulations  hereafter  adopted,  may,  at  any  time,  be 
abrogated  or  amended  or  altered  at  any  meeting  of  the  members  of  this  associa- 
tion, provided  that  two-thirds  of  the  members  of  the  association  are  present 
thereat,  that  they  represent  at  least  two-thirds  of  the  percentage  allotted  to  all, 
and  vote  in  favor  thereof. 

Sixteenth.  To  provide  for  the  prompt  payment  of  all  salaries,  rents,  and  other 
expenses  (except  the  payment  which  is  to  be  made  monthly  to  the  New 
Jersey  Steel  &  Iron  Co.),  a  general  expense  fund  shall  be  c.illed  in  as  needed 
by  the  treasurer  in  proportion  to  the  percentage  allotted  each  member  in  the 
association. 

Seventeenth.  No  matter  of  account  or  understanding  outside  of  this  agreement 
shall  affect  the  settlements  herein  provided  for,  either  as  an  offset  or  other- 
wise, nor  shall  any  written  or  unwritten  agreement  of  the  parties  hereto,  or 
any  of  them,  to  establish  and  maintain  uniformity  in  prices,  or  any  contro- 
versy arising  out  of  such  agreement,  or  any  failure  to  carry  out  any  of  its 
provisions,  or  to  maintain  prices,  affect  in  any  way  the  rendering  of  the  state- 
ments and  the  making  of  the  settlements  therein  required. 

Eighteenth.  Whenever  this  agreement  shall  have  been  terminated  the  bal- 
ance of  the  deposit,  with  accumulated  interest,  remaining  in  the  hands  of  the 
treasurer  to  the  credit  of  each  party,  after  provision  shall  have  been  made 
for  the  payment  of  all  expenses,  shall  be  returned  to  it,  provided  it  shall  have 
rendered  all  the  statements  required  from  it  under  this  agreement  and  have 
paid  all  its  debtor  balances.  In  case  any  party  hereto  shall  not  have  fulfilled 
its  money  obligations  under  this  agreement,  the  amount  it  has  on  deposit  in 
the  guarantee  fund  shall  be  applied  toward  the  fulfillment  of  those  obligations, 
and  the  excess,  if  any.  returned  to  it.  But  in  case  any  party  shall  not  have 
fulfilled  its  agreement  to  render  the  monthly  statements  under  this  agreement, 
the  amount  it  has  on  deposit  in  the  guarantee  fund,  or  the  excess  thereof,  as 
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above  stated,  shall  be  divided  among  tlie  parties  who  shall  have  fulfilled  their 
obligations  under  this  agreement,  in  the  proportion  of  their  respective  per- 
centages. 

Nineteenth.  At  the  expiration  of  this  agreement,  or  at  any  time  the  president 
of  the  association,  together  with  the  majority  of  the  executive  committee,  deter- 
mine that  it  is  advisable  that  all  or  any  part  of  any  funds  belonging  to  the 
association  shall  be  withdrawn  from  the  depository  then  holding  the  same, 
upon  notification  by  the  president  and  a  majority  of  the  executive  committee 
of  such  determination  being  given  the  treasurer,  he,  the  treasurer,  shall  make 
and  sign  a  sight  draft  or  check  upon  the  depository  so  holding  such  funds 
for  the  sum  named  in  such  notification,  which  check  or  sight  draft  shall  then 
be  countersigned  by  the  president  or  one  member  of  the  executive  committee, 
and  when  such  checks  or  sight  drafts  are  so  made  and  signed  by  the  treasurer 
and  countersigned  by  the  president  or  one  member  of  the  excutive  committee 
and  duly  presented  for  payment  at  the  oflice  of  the  depository  holding  the 
funds  of  the  asoclation,  all  such-  checks  and  sight  drafts  shall  be  paid  by  such 
depository. 

Twentieth.  For  all  purposes  of  this  agreement  a  ton  shall  be  taken  and  held 
of  2,000  pounds. 

In  witness  whereof  the  parties  hereto  have  signed  this  agreement  the  day 
and  year  first  above  written. 
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Committee  on  Investigation  of  the 

United  States  Steel  Cokpokation, 

House  of  Representatives, 
Tuesday^  Novemher  21,  1911. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

STATEMENT  OF  MR.  CHARLES  H.  MARTZ. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Where  do  you  reside,  Mr.  Martz  ? 

Mr.  Martz.  At  St.  Hilaire,  Minn. 

The  Chairman.  How  long  have  you  lived  in  the  State  of 
Minnesota  ? 

Mr.  Martz.  I  came  to  the  State  of  Minnesota  in  1869. 

The  Chairman.  What  is  your  business  ? 

Mr.  Martz.  My  business  at  the  present  time  is  farming  and  drain- 
age engineer  of  the  Red  Lake  Indian  Reservation  m  northern 
Minnesota. 

The  Chairman.  How  long  have  you  been  a  civil  engineer — ^engaged 
in  that  business  ? 

Mr.  Martz.  I  have  been  connected  with  the  business  all  my  life 
except  perhaps  two  or  three  years.  I  will  say  that  I  began  when  I 
was  21  years  old  and  I  am  nearly  62  years  old  at  the  present  time. 
That  would  be  over  30  years. 

The  Chairman.  Do  you  know  where  the  Duluth  &  Missabe  Rail- 
road is  located  ? 

Mr.  Martz.  Yes,  sir. 

Mr.  Reed.  If  the  chairman  please,  it  is  the  Duluth,  Missabe  & 
Northern,  I  believe.  ' 

The  Chairman.  Yes ;  the  Duluth,  Missabe  &  Northern.  Who  had 
immediate  charge  of  the  construction  of  that  road,  the  first  branch 
of  it,  which  was  built  from  the  Mesabi  Range  to  Duluth  ? 

Mr.  Martz.  I  was  the  engineer  for  the  road. 

The  Chairman.  Did  you  make  the  first  survey  ? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  From  what  point  did  the  first  road  extend '? 

Mr.  Martz.  It  started  at  a  place  called  Stony  Brook  on  the  St. 
Louis  River  and  extended  to  Mount  Iron  on  the  MesalDi  iron  range. 
,  The  Chairman.  Mr.  Martz,  in  whose  employ  were  you  at  that 
time  ? 

Mr.  Martz.  I  was  in  the  employ  of  the  Merritt  Bros. 
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The  Chaieman.  What  was  their  reason  for  building  this  road;  do 
you  know?  .  . 

Mr.  Maetz.  It  was  for  the  purpose  of  developing  the  Mesabi  iron 
range  and  shipping  ore  to  the  lake  ports. 

The  Chaieman.  Were  you -working  for  them  or  for  a  construction 
company  ? 

Mr.  Maetz.  At  the  beginning  I  was  working  for  Merritt  Bros. 

The  Chairman.  Did  they  afterwards  form  a  construction  company  ? 

Mr.  Maetz.  Yes,  sir. 

The  Chaieman.  Who  was  president  of  that  company? 

Mr.  Maetz.  Well,  I  think  that  Mr.  Alfred  Merritt  was,  but  I 
wouldn't  be  certain  about  that. 

The  Chaibjian.  Did  the  first  road  which  was  constructed  run  into 
the  city  of  Duluth? 

Mr.  Maetz.  No,  sir. 

The  Chaieman.  How  did  you  reach  the  lake  over  this  road  when 
the  first  road  was  built  ? 

Mr.  Maetz.  Over  the  Duluth  &  Winnipeg  road,  which  entered 
Superior  Harbor. 

The  Chaieman.  Where  did  you  tap  the  Duluth  &  Winnipeg  road? 

Mr.  Maetz.  At  a  place  called  Stony  Brook,  I  should  say  about  25 
miles  west  of  Duluth. 

The  Chaieman.  On  the  St.  Louis  River? 

Mr.  Maetz.  On  the  St.  Louis  River ;  yes,  sir. 

The  Chaieman.  And  it  extended  from  there  across  the  St.  Louis 
River? 

Mr.  Maetz.  Yes,  sir;  across  the  harbor  at  Duluth  over  to  Superior. 

The  Chaieman.  And  from  there  you  reached  your  ore  deposits? 

Mr.  Maetz.  Yes,  sir. 

The  Chaieman.  How  long  did  this  arrangement  continue? 

Mr.  Maetz.  I  think  it  only  continued  one  season,  one  year. 

The  Chaieman.  How  many  miles  of  road  were  owned  by  Merritt 
Bros,  or  by  this  construction  company?  How  many  miles  of  this 
road  were  there  ? 

Mr.  Maetz.  About  65  miles. 

The  Chaieman.  That  is  the  road  running  from  Stony  Brook  to 
the  range? 

Mr.  Maetz.  Yes,  sir. 

The  Chaieman.  What  was  the  cost  of  the  construction  of  that 
road? 

Mr.  Maetz.  It  was  calculated  it  would  cost  $660,000. 

The  Chaieman.  How  much? 

Mr.  Maetz.  $660,000. 

The  Chaieman.  About  $10,000  a  mile? 

Mr.  Maetz.  Approximately  $10,000  a  mile. 

The  Chaieman.  That  is  a  rather  reasonable  cost  for  the  construc- 
tion of  a  great  road,  isn't  it? 

Mr.  Maetz.  Yes,  sir. 

The  Chaieman.  How  do  you  account  for  the  cheapness  of  its  con- 
struction?   Was  it  a  good  road? 

Mr.  Maetz.  On  acount  of  the  light  roadbed  that  was  built  to 
make  the  road. 


UNITED   STATES   STEEL   COKPOEATION.  1821 

■  The  Chairman.  What  was  your  grade  ?  And  explain  now  to  this 
committee  just  exactly  the  character  of  the  country  over  which  this 
road  ran. 

Mr.  Maetz.  The  road  ran  through  a  timbered  country 

The  Chairman  (interposing).  Mr.  Martz,  I  will  ask  you  to  take 
that  map  and  explain  where  the  range  is  and  where  your  road  ran. 
That  is  not  a  map  of  the  road,  but  it  is  a  map  of  the  range,  and  it 
will  give  us  some  idea  of  it. 

Mr.  Martz.  I  have  not  seen  this  map  before,  but  here  is  our  road 
[indicating].  This  is  the  Duluth,  Missabe  &  Northern  Kailroad  [in- 
dicating] ,  the  main  line,  and  there  should  be  a  river  coming  right  in 
about  here.  This  is  the  first  property  that  was  built,  the  Duluth, 
Missabe  &  Northern,  and  we  had  a  branch  running  into  Biwabik. 
That  branch  was  included  in  the  66  miles  of  road  I  spoke  of.  Now,  it 
was  a  timbered  country. 

The  Chairman.  What  is  the  elevation  of  that  range  above  the  lake? 

Mr.  Martz.  About  1,000  feet  elevation,  I  think,  above  the  lake. 

The  Chairman.  You  had  that  much  fall  between  the  range  and  the 
lake? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Now,  did  you  run  over  a  rolling,  hilly  country,  or 
was  it  a  gradual  incline  down  to  the  lake  ? 

Mr.  Martz.  Pretty  much  of  a  gradual  incline,  with  a  few  places 
where  the  grade  was  higher. 

The  Chairman.  What  was  the  highest  grade  against  the  load  from 
the  point  where  you  leave  the  range  until  you  strike  the  lake  ? 

Mr.  Martz.  Four-tenths  of  1  foot  in  each  100,  or  between  20  and  22 
feet  per  mile. 

The  Chairman.  Is  that  a  very  light  grade? 

Mr.  Martz.  At  that  time  it  was  considered  a  very  light  grade. 

The  Chairman.  Did  you  have  any  long  or  steep  grades  against 
your  load  in  going  from  the  range  to  the  lake  ? 

Mr.  Martz.  At  places  they  considered  the  grades  were  somewhat 
steep. 

The  Chairman.  I  mean  in  going  toward  the  lake  were  there  any 
long,  hard  grades  to  pull  against  your  load  ? 

Mr.  Martz.  No,  sir ;  there  were  no  long,  hard  grades. 

The  Chairman.  If  you  were  to  start  a  car  or  half  a  dozen  cars,  say, 
at  the  rate  of  20  miles  an  hour  for  the  first  5  miles  on  that  range, 
would  they  have  gone  to  the  lake  of  their  own  momentum  ? 

Mr.  Martz.  No,  sir ;  I  do  not  think  they  would  have  done  that,  but 
they  would  have  gone  quite  a  distance  along  the  road. 

Mr.  Danforth.  What  was  the  latter  part  of  your  answer? 

Mr.  Martz.  I  say  they  would  have  gone  quite  a  distance. 

The  Chairman.  How  was  that  grade  adapted  to  the  peculiar  kind 
of  hauling  you  had  to  do?  Were  your  heavy  loads  toward  the  lake 
or  from  the  lake  on  that  road  ? 

Mr.  Martz.  The  heavy  loads  were  toward  the  lake. 

The  Chairman.  And  with  the  grade? 

Mr.  Martz.  Yes,  sir;  with  the  grade. 

The  Chairman.  How  many  loaded  cars  can  you  haul  behind  one 
engine  from  the  Mesabi  Kange  to  the  lake?  For  instance,  how  many 
do  they  haul  on  this  road  and  on  the  Great  Northern? 
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Mr.  Maktz.  Well,  at  the  present  time,  as  I  understand— I  have  not 
seen  this  myself,  just  hearsay— they  haul  from  70  to  over  100  ^rs. 
Seventy  cars,  I  think,  is  about  the  average  load  on  the  Duluth,  Mis- 
sabe  &  Northern,  and  I  understand  that  the  Great  Northern  run  as 
high  as  100  or  more. 

The  Chairman.  The  Great  Northern  runs  from  the  same  range  to 
the  same  point  practically  ?  .  j  .i- 

Mr.  Maetz.  Practically;  yes,  sir.  They  go  to  Superior,  and  this 
road  enters  Duluth. 

The  Chairman.  Just  across  the  river? 

Mr.  Mahtz.  Yes,  sir.  . 

The  Chairman.  What  will  one  of  these  loaded  cars  weigh  i  What 
is  the  tonnage  one  car  will  carry  ? 

Mr.  Eeed.  Excuse  me,  Mr.  Chairman,  are  you  referring  to  the 
loads  at  the  present  time  or  when  he  knew  about  them  ? 

The  Chairman.  At  either  time.    He  lives  right  there  now. 

Mr.  Eeed.  I  would  suggest  that  the  question  specify  which  time  it 
refers  to. 

Mr.  Martz.  At  the  time  they  had  the  wooden  cars  the  average  load 
was  about  30  tons.  At  the  present  time,  with  the  steel  cars,  the  load 
averages  about  50  tons  to  a  car. 

The  Chairman.  There  is  the  Muskeg  swamp  or  plain  there.  How 
does  the  road  run  over  that?  Does  it  run  along  the  surface  of  the 
plain  or  do  you  have  any  steep  fills  ? 

Mr.  Martz.  Along  the  surface.  It  is  a  very  light  roadbed.  When 
I  made  the  survey  and  laid  my  profile  I  calculated  that  it  would 
necessitate  from  a  3  to  a  4  foot  fill  practically  on  an  average  through 
that  country  for  the  original  roadbed,  which  is  considered  of  very 
light  construction. 

The  Chairman.  Where  did  you  have  to  go  for  your  ties  and  where 
do  you  have  to  go  now  for  your  ties  ? 

Mr.  Martz.  The  ties  were  cut  right  tributary  to  the  road — along- 
side the  roadbed — ^but  sometimes  they  were  cut  oflE  of  the  right  of 
way. 

The  Chairman.  Do  you  run  through  a  timbered  country? 

Mr.  Martz.  Through  a  very  heavily  timbered  country. 

The  Chairman.  Where  you  could  get  tie  timber  ? 

Mr.  Maktz.  Yes,  sir.  Of  course  it  is  scarcer  now  than  it  was  at 
that  time. 

The  Chairman.  Did  you  run  through  any  gravel  pits  or  adjacent 
to  any  gravel  pits  from  which  ballast  could  be  obtained  ? 

Mr.  Martz.  Yes,  sir ;  we  had  ballast  tributary  to  our  road— gravel 
pits. 

The  Chairman.  You  say  you  built  this  road  at  an  approximate 
cost  of  $10,000  a  mile? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Now,  after  you  got  your  road  completed  and 
hauled  ore  for  about  a  year,  do  you  know  whether  the  Merritts  sought 
any  aid,  or  whether  any  aid  was  offered  to  them,  to  enlarge  this 
plant  and  enlarge  this  business? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Well,  did  they  seek  it  or  was  it  offered  to  them? 

Mr.  Martz.  Well,  I  could  not  answer  that. 
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The  Chairman.  What  is  your  understanding  about  it  and  your 
best  information? 

Mr.  Maetz.  Well,  my  understanding  is  it  was  offered  to  them. 

The  Chairman.  Who  offered  it  to  them  ? 

Mr.  Martz.  It  was  offered  to  them,  by  a  man  by  the  name  of  Mr. 
Wetmore. 

The  Chairman,  Whom  did  he  represent  ? 

Mr.  Martz;  I  could  not  say. 

The  Chairman.  What  is  your  understanding  about  it? 

Mr.  Martz.  My  understanding  is  he  represented  Mr.  Rockefeller. 

The  Chairman.  John  D.  Eockefeller? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Well,  did  these  boys  get  any  aid  from  Mr.  Rocke- 
feller or  from  Mr.  Wetmore? 

Mr.  Martz.  Not  that  I  know  of. 

The  Chairman.  Well,  did  they  get  in  debt  to  Mr.  Rockefeller  in 
any  amount?  Did  he  furnish  any  sum  for  the  further  development 
of  this  property? 

Mr.  Martz.  Yes ;  I  understand  they  did,  to  quite  an  extent. 

The  Chairman.  Well,  how  much  did  they  get? 

Mr.  Martz.  $1,000,000. 

The  Chairman ._  What  was  done  with  that  $1,000,000? 

Mr.  Martz.  It  is  supposed  that  it  went  into  the  extension  of  the 
Duluth,  Missabe  &  Northern  Railway. 

The  Chairman.  Did  you  have  the  building  of  that  extension? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Now,  just  tell  the  committee  what  you  built  and 
what  it  cost,  and  the  reasons  for  it.  I  believe  you  had  availed  your- 
self of  so  much  mileage  of  the  Duluth  &  Winnipeg  road  prior  to  this 
time. 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  How  much  of  the  Duluth  &  Winnipeg  road  did 
you  run  over? 

Mr.  Martz.  Twenty-five  or  thirty  miles. 

The  Chairman.  Did  you  use  the  Duluth  &  Winnipeg  ore  docks  ? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  So  you  concluded  to  run  into  Duluth? 

Mr.  Martz  Yes,  sir ;  and  build  the  Duluth  extension. 

The  Chairman.  And  build  the  ore  docks? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Who  built  those  ore  docks? 

Mr.  Martz.  The  company  built  them.  I  had  charge  of  the  con- 
struction. 

The  Chairman.  You  had  charge  of  the  construction? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  How  did  those  docks  compare  in  size  with  other 
ore  docks  at  that  time? 

Mr.  Martz.  At  that  time  they  were  the  largest  iron-ore  docks  in 
the  world. 

The  Chairman.  They  were  the  largest  ore  docks  in  the  world  at 
that  time? 

Mr.  Martz.  Yes,  sir. 
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The  Chairman.  What  was  the  size  of  those  docks,  and  where  were 
they  located? 

Mr.  Maetz.  They  were  docks  of  384  pockets. 

The  Chairman.  How  much?  j  fi,„-i,  o-r 

Mr.  Martz.  Three  hundred  and  eighty-four  pockets,  and  tney  ex- 
tended into  the  Duluth  harbor  for  a  distance  of  about  halt  a  miie, 
and  the  dock  line  was  about  50  feet  above  the  jvater  line  ot  the  bay. 
They  were  quite  an  extensive  structure;  but  of  course  you  have  seen 

The  Chairman.  How  did  they  compare  in  length  with  the  docks 

tliBrc  now  ? 

Mr.  Martz.  I  do  not  think  there  are  any  longer  docks  there  at  the 

present  time.  ,    ,      ^i  ,    . , 

The  Chairman.  There  are  no  longer  docks  there  at  the  present 

time?  .  1,1,. 

Mr.  Martz.  No.  They  extended  right  out  to  the  harbor  line,  and 
of  course  they  could  not  make  them  any  longer. 

The  Chairman.  What  did  it  cost  to  build  those  docks? 

Mr.  Maetz.  The  cost  of  those  docks  was  about  $1,000  a  pocket,  or 
$384,000  for  the  docks  which  were  constructed. 

The  Chairman.  What  did  it  cost  to  build  this  extension  of  the 
road? 

Mr.  Martz.  It  cost  practically  $1,000,000  for  the  extension  of  the 
road  and  ore  docks. 

Mr.  Littleton.  The  two  together,  you  mean  ? 

Mr.  Maetz.  Yes,  sir. 

The  Chairman.  From  what  point  was  the  extension  ? 

Mr.  Maetz.  It  was  from  Columbia  Junction,  about  5  miles  north 
of  Stony  Brook,  where  we  connected  with  the  Duluth  &  Winnipeg. 

The  Chairman.  What  was  the  entire  length  of  the  extension  ? 

Mr.  Martz.  Twenty-nine  miles. 

The  Chairman.  And  how  much  was  the  total  cost  of  the  ore  docks 
and  the  road  ? 

Mr.  Martz.  $1,000,000. 

The  Chairman.  So  that  when  your  road  was  completed,  what  did 
it  stand  you — what  was  the  total  cost  of  it? 

Mr.  Martz.  The  total  cost  of  the  road  was  about  one  million  six  or 
seven  hundred  thousand  dollars. 

The  Chairman.  How  much? 

Mr.  Martz.  One  million  six  or  seven  hundred  thousand  dollars. 

The  Chairman.  The  entire  road  ? 

Mr.  Maetz.  Yes,  sir. 

The  Chairman.  After  this  road  was  completed,  how  long  did  the 
Merritts  continue  to  hold  it? 

Mr.  Martz.  They  discontinued  their  holdings,  I  think,  that 
winter — the  coming  winter. 

The  Chairman.  And  who  got  the  road  ? 

Mr.  Martz.  It  was  always  supposed  that  Mr.  John  D.  Eockefeller 
got  the  road. 

The  Chairman.  After  Mr.  Rockefeller  got  charge  of  this  road  or 
was  supposed  to  have  gotten  charge  of  this  road,  the  railroad  and 
warehouse  commission  made  some  inquiry  about  the  freight  charges, 
did  they  not? 

Mr.  Maetz.  Yes,  sir. 
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The  Chairman.  Did  you  continue  your  relations  with  this  road 
after  it  went  into  the  hands  of  the  Eockefeller  interests  ? 

Mr.  Maetz.  I  did. 

The  Chairman.  In  what  capacity  were  you  working  for  them  ? 

Mr.  Martz.  As  chief  engineer  of  the  road. 

The  Chairman.  Did  this  railway  and  warehouse  commission  make 
any  inquiry  as  to  the  cost  of  the  road  as  compared  with  the  charges 
for  hauling  freight  ? 

Mr.  Martz.  They  did. 

Mr.  Eeed.  Excuse  me,  Mr.  Chairman,  you  mean  the  Minnesota 
State  Warehouse  and  Railway  Commission? 

The  Chairman.  -Yes.     Did  they  make  any  inquiry? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Were  you  called  upon  to  make  any  report? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  What  instructions  did  you  get  with  reference  to 
that  report  and  from  whom? 

Mr.  Martz.  I  got  instructions  to  go  ahead  and  make  the  report; 
that  the  State  railway  and  warehouse  commission  for  the  State  of 
Minnesota  was  suing  the  road  for  a  reduction  of  ore  rates. 

The  Chairman.  Did  they  make  any  suggestions  to  you  about  what 
the  sum  total  of  the  cost  of  the  road  should  be? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Well,  what  did  they  tell  you  they  wanted  you  to 
make  it  cost — this  million  and  a  half  dollar  road  ? 

Mr.  Martz.  They  told  me  it  would  be  necessary  to  make  a  showing 
that  the  cost  of  the  road  was  $5,000,000. 

The  Chairman.  Who  told  you  to  do  that? 

Mr.  Martz.  Mr.  Rockefeller's  counsel. 

The  Chairman.  Who  was  his  counsel  at  that  time  ? 

Mr.  Martz.  Mr.  George  Wellwood  Murray. 

The  Chairman.  Did  you  so  report?  Could  you  make  it  cost  that 
much  ? 

Mr.  Martz.  No,  sir. 

The  Chairman.  Did  you  try  your  best  ? 

Mr.  Martz.  Well,  I  worked  it  over  several  times. 

The  Chairman.  After  you  failed  to  make  this  road  cost  $5,000,000, 
how  long  did  you  hold  your  job? 

Mr.  MiRTZ.  About  one  year. 

The  Chairman.  Have  you  that  report? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Will  you  Idndly  file  it  with  this  committee? 

Mr.  Martz.  Yes  [handing  paper  to  the  chairman]. 

(The  above-mentioned  report  will  be  found  at  the  end  of  Mr. 
Martz's  statement.) 

Mr.  Reed.  If  the  chairman  please,  I  think  at  this  point  we  are  en- 
titled to  know  in  a  general  way  the  nature  of  the  violations  of  the 
interstate-commerce  act  that  the  Chair  expects  this  evidence  will  tend 
to  prove.  We  are  in  utter  ignorance  of  any  violation  of  the  interstate- 
commerce  act  or  any  of  its  amendments,  and  I  would  like  to  ask  the 
Chair  to  indicate  in  a  general  way  the  nature  of  the  violations  that 
he  expects  to  bring  out  by  this  evidence. 

The  Chairman.  We  expect  to  show — I  do  not  know  whether  that  is 
just  the  proper  term,  because  of  course  we  do  not  expect  to  show 


1826  UNITED   STATES   STEEL   COKPOEATION. 

anything— but  the  Chair  has  an  idea  that  this  witness  will  state,  and 
state  from  authentic  data,  the  cost  of  this  road.  He  will  go  turther, 
and  will  show  the  present  value  of  this  road.  This  road  is  now 
shipping  freight,  interstate  commerce,  and  making  about  six  or  seven 
million  dollars  a  year  or  more.  This  road  last  year  made  about  250 
per  cent,  and  if  this  witness  is  correct  you  have  a  road  there  which 
can  haul  freight  more  cheaply  than  any  other  road  m  the  world  and 
which  charges  more  for  it  than  anv  other  two  roads  m  the  world  of 
the  same  length  and  character.  I  should  think  that  would  be  rather 
interesting  to  the  Interstate  Commerce  Commission,  inasmuch  as  this 
road  is  engaged  in  interstate  commerce. 

Mr.  Eeed.  Then,  if  I  understand  the  Chair,  the  evidence  may  tend 
to  show  that  an  unreasonably  high  rate  is  charged? 

The  Chairman.  An  abnormal  rate. 

Mr.  Eeed.  Abnormal,  if  the  Chair  pleases.  Is  that  the  only  show- 
ing that  will  be  made  by  the  evidence  ? 

The  Chairman.  There  may  be  many  other  conclusions  which  we 
can  draw  from  the  evidence,  but  if  it  is  competent  for  one  purpose 
it  might  be  useful  for  many  other  purposes,  and  it  is  not  necessary 
that  the  Chair  should  explain  all  of  the  reasons  why  evidence  is 
competent  if  it  is  competent  for  one  purpose. 

Mr.  Keed.  Of  course  I  understand  that,  and  I  understand  that  I 
have  no  right  to  a  definite  offer  of  proof,  but  in  order  that  we  may 
listen  to  the  evidence  more  intelligently  I  simply  wanted  to  know 
what  violations  of  the  interstate-commerce  act  it  was  supposed  that 
the  evidence  might  tend  to  establish,  and  if  I  correctly  understand 
the  Chair  it  will  tend  to  establish,  perhaps,  an  abnormally  high  rate 
charged  for  carriage. 

The  Chairman.  Yes. 

Mr.  Eeed.  But  I  do  not  understand  that  is  a  violation  of  the  inter- 
state-commerce act. 

The  Chairman.  The  Interstate  Commerce  Commission  has  the 
right  to  review  a  rate  AA'here  the  trade  is  interstate,  and  the  basis  of 
this  review  is  the  reasonableness  of  the  charge;  and  you  establish 
the  reasonableness  or  unreasonableness  of  the  charge  by  showing  the 
excess  of  the  profits  from  the  carriage  of  the  commodity,  whatever 
it  is. 

Mr.  Ebed.  But,  as  I  understood  the  attitude  of  the  committee  as 
expressed  yesterday  in  its  announcement,  it  was  to  investigate  the 
subject  of  violations  of  the  interstate-commerce  act.  Now,  there  is 
no  violation  of  the  interstate-commer-ce  act  in  the  charging  of  an 
abnormally  high_  rate,  if  I  correctly  understand  the  law,  and  I  am 
sure  that  the  chairman,  as  a  lawyer,  will  agree  with  me  in  that. 

The  Chairman.  No;  I  think  the  Interstate  Commerce  Commission 
has  the  right  to  review  a  rate.  Now,  I  understand  there  must  be 
some  complaint  filed  before  the  commission  before  it  can  exercise 
that  jurisdiction.  But  we  believe  that  the  jurisdiction  of  this  com- 
mittee is  broad  enough  to  cover  this  information,  and  while  I  may 
not  be  correctly  advised  I  think  there  has  been  or  will  be  very 
shortly  complaints  filed  before  the  commission  touching  this  very 
same  rate. 

Mr.  Reed.  Then  the  Chair  intends  to  go  beyond  the  scope  of  the 
announcement  of  last  night? 
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The  Chaieman.  No;  I  will  give  you  very  frankly  the  attitude  of 
the  Chair  as  to  that.    The  question  so  urgently  presented  by  the  Steel 
Corporation — the  protest,  I  should  say — was  that  the  Department  of 
Justice  having  filed  a  petition  asking  for  the  dissolution  of  the  Steel 
Corporation,  that  therefore  this  committee  should  not  proceed  to  take 
evidence  showing  any  violations  of  the  Sherman  Antitrust  Act,  since 
this  committee's  duties  along  that  line  of  investigation  had  termi- 
nated by  the  action  of  the  Department  of  Justice.    That,  as  I  under- 
stand, is  your  contention ;  and,  as  I  understand  your  contention,  you 
further  complain  that  by  so  doing  we  will  render  aid  to  the  Depart- 
ment of  Justice  in  the  securing  of  testimony  which  otherwise  might 
not  be  obtained  by  the  Department  of  Justice ;  and  in  that  way  to  a 
greater  or  less  degree,  at  leastj  hamper  your  defense ;  that,  in  addition 
to  that,  it  distracts  the  attention  of  counsel  for  the  corporation  by 
forcing  them  to  attend  two  meetings  or  two  trials,  as  it  were.    Now, 
the  Chair  has  considered  those  objections,  and  it  is  not  the  purpose 
of  the  chairman  of  this  committee  to  summon  any  witness,  prior  to 
the  convening  of  Congress,  who  will  testify  directly  as  to  violations 
of  the  Sherman  Antitrust  Act,  but  the  chairman  of  this  committee 
does  not  believe  that  this  committee  should  cease  to  discharge  its 
duties  because  the  Department  of  Justice  has  commenced  to  discharge 
the  duties  that  are  incumbent  upon  it,  and  the  chairman,  for  that  rea- 
son, will  exercise  a  certain  discretion  in  the  examination  of  a  witness. 
While  he  will  not  examine  witnesses  called  to  establish  or  to  testify 
concerning  violations  of  the  antitrust  act,  if  a  witness  is  testifying 
touching  matters  affecting  interstate  commerce  and  the  relation  of 
the  United  States  Steel  Corporation  to  transportation  problems,  if, 
incidentally,  some  part  of  his  testimony  might  tend  to  show  also  a 
disregard  for  the  Sherman  Antitrust  Act,  the  chairman  for  that 
reason  would  not  hesitate  to  ask  the  question. 

Mr.  Reed.  In  stating  our  reasons  for  protesting  against  the  further 
hearings  of  the  committee  on  the  suggested  violations  of  the  antitrust 
law,  the  chairman  has,  of  course,  stated  them  generally,  and  has  not 
given  all  our  reasons  in  full. 

The  Chairman.  That  is  true,  and  I  am  perfectly  willing  that  you 
should  state  them  more  fully,  if  you  desire. 

Mr.  Reed.  I  simply  wanted  to  understand  whether  the  chairman 
intended  to  be  limited  by  the  announcement  of  last  night  that  the 
committee  would  inquire  into  violations  of  the  interstate-commerce 
act ;  or  whether  the  committee  would  go  beyond  that,  as  it  now  seems 
to  be  doing,  in  suggesting  an  inquiry  into  the  reasonableness  of  these 
rates  where  unreasonableness  of  the  rates  would  not  be  a  violation  of 
the  interstate-commerce  law.  I  simply  wanted  to  understand  the 
position  of  the  Chair.  .       ,»    ,   . 

The  Chaieman.  I  hope  the  chairman  has  made  himself  plain. 
Mr.  Reed.  Yes. 

The  Chairman.  I  find  here  in  this  report 

Mr.  Beall.  What  is  the  date  of  that  report? 

The  Chairman.  Mr.  Martz,  do  you  remember  the  date  of  this 
report? 
Mr.  Martz.  May,  1898. 
The  Chairman.  I  do  not  find  any  date  on  it. 

Mr.  Maptz.  You  will  find  the  date  at  the  head  of  the  report,  Mr. 
Chairman. 
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The  Chaieman.  Yes;  May  31,  1898.     I  find  here  in  making  up. 
this  report  that  they  make  tlie  cost  of  this  road  $7,932,259. 

Mr.  Maktz.  Yes,  sir. 

The  Chabrman.  I  find  here  a  charge  for  gravel  pits,  and  these 
gravel  pits  are  estimated  at  $192,853.  Do  you  know  what  the  value 
of  those  gravel  pits  was  ?     Do  you  know  what  they  cost  the  company  ? 

Mr.  Martz.  They  cost  them  several  thousand  dollars.  Two  or 
three  thousand  dollars,  as  I  remember  it. 

The  Chairman.  They  were  put  in  at  $192,000  in  this  report. 

Mr.  Maetz.  Yes,  sir. 

Mr.  Danforth.  When  was  this  road  built? 

Mr.  Maetz.  In  1891  and  1892. 

The  Chairman.  This  table  shows  the  cost  of  reproducing  as  of 
May  31,  1898.  Was  there  any  great  difference  between  the  cost  as 
of  May  31, 1898,  and  the  cost  at  the  time  it  was  built? 

Mr.  Martz.  Yes,  sir ;  there  was  quite  a  difference. 

The  Chairman.  How  much? 

Mr.  Martz.  About  $2,000,000,  I  should  estimate. 

The  Chairman.  What  I  mean  is  what  was  the  difference  between 
the  cost  of  building  a  mile  of  road  at  the  time  a  mile  of  road  was 
built  and  building  the  same  mile  of  road  in  1898. 

Mr.  Martz.  I  should  say  it  was  about  the  same,  under  the  same 
conditions. 

The  Chairman.  I  see  there  is  an  item  here,  grading  and  hauling 
of  earth  per  cubic  yard  40  cents,  an  item  which  amounts  to  $1,174,000. 
What  was  the  cost  of  handling  that  earth? 

Mr.  Maetz.  The  cost  at  the  time  the  road  was  built  was  about  25 
cents  a  yard,  on  an  average,  some  of  it  more  and  some  of  it  less. 

The  Chairman.  Well,  I  will  not  go  into  any  further  details.  Did 
you  own  any  stock  in  this  road  at  the  time  the  Merritts  had  charge 
of  it? 

Mr.  Martz.  Yes,  sir ;  some. 

The  Chairman.  How  much  stock  did  you  have  in  it  ? 

Mr.  Martz.  Oh,  I  had  different  sums  at  different  times.  I  think 
I  started  out  with  100  shares  of  the  Mesabi  Mountain  iron  mine  at 
the  beginning. 

The  Chairman.  Well,  what  became  of  that  stock  ? 

Mr.  Maetz.  I  kept  the  stock,  and  with  that  stock  there  was  some 
railroad  stock  that  went  with  it.  It  was  understood  they  were  going 
to  build  a  railroad,  and  in  order  to  get  some  money  to  develop  the 
iron  properties  on  the  Mesabi  Kange  they  gave  a  certain  amount  of 
railroad  stock  for  each  share  of  the  Mesabi  Mountain  iron  mine.  I 
sold  my  Mesabi  Mountain  stock;  that  is,  the  mining  stock,  and  kept 
the  railroad  stock  for  awhile.  Finally  it  was  arranged  that  they 
should  put  up  their  collaterals  in  New  York  for  some  money  to  go 
ahead  and  build  this  railroad.  So  a  party  came  to  me  and  asked  me 
to  put  up ;  I  got  49  shares  of  railroad  stock  with  this  Mesabi  Moun- 
tain iron  mine  stock.  He  came  to  me  and  they  wanted  to  borrow 
some  money  down  in  New  York,  and  asked  me  to  sign  over  19  shares 
of  my  railroad  stock.  So  I  did  so  with  the  understanding  that  just 
as  soon  as  this  money  was  paid  down  in  New  York  I  would  get  2 
shares  for  every  1  that  I  gave  over.    That  was  the  inducement. 

The  Chairman.  Who  was  it  told  you  to  do  that  ? 

Mr.  Martz.  M.  M.  Clarke  was  the  man  who  got  my  stock. 
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The  Chairman.  What  relation  did  he  have  with  the  company? 

Mr.  Maetz.  He  was  the  private  secretary  of  Mr.  Lon  Merritt. 

The  Chairman.  Was  there  any  effort  made  by  the  Merritts  to  get 
your  stock  before  this  thing  changed  hands? 

Mr.  Martz.  Yes;  before  it  changed  hands.  So  I  signed  over  my 
stock.  I  do  not  think  I  ever  indorsed  that  stock.  They  had  a  form  of 
certificate,  but  I  refused  to  do  that ;  but  I  gave  them  my  stock,  and  I 
understand  that  Mr.  Clarke  turned  it  over  to  the  Merritt  Bros.  Con- 
struction Co.  or  whoever  was  raising  this  money,  and  that  is  the  last 
I  ever  seen  of  it. 

The  Chairman.  Where  did  it  go?    What  became  of  it? 

Mr.  Martz.  Well,  sir,  I  couldn't  say.  I  understood  it  went  to  New 
York ;  went  down  to  Mr.  Kockef eller's  office. 

The  Chairman.  They  pu*»it  up  with  the  rest  of  their  collateral? 

Mr.  Martz.  Yes,  sir. 

The  Chairman.  Well,  what  about  the  rest  of  your  stock? 

Mr.  Mabtz.  I  kept  the  other  30  shares,  and  one  day  Mr.  McBride, 
the  general  manager  of  the  company,  came  and  told  me  that  Mr. 
Rockefeller  objected  to  having  employees  of  his  hold  stock  in  his 
companies,  and  said  that  it  would  be  necessary  that  I  dispose  of  my 
stock  to  them.  Well,  of  course,  I  couldn't  understand  just  exactly 
what  he  meant,  but,  of  course,  I  realized  that  they  wanted  my  stock, 
and  so  I  said:  "What  do  you  want  to  pay  for  that  stock?"  Well, 
he  suggested  $25  a  share.  Of  course  I  knew  that  that  stock  was  very 
valuable  stock,  and  the  best  I  could  do  with  them  in  making  the 
deal — of  course  I  realized  they  wanted  the  stock  and  it  was  up  to  me 
to  give  it  to  them — and  we  settled  on  $30  a  share. 

The  Chairman.  What  does  that  stock  pay  a  share  now  ?  Do  you 
know  what  the  dividend  is  on  it  ? 

Mr.  Martz.  It  pays  about  $200  a  year  on  each  share. 

Mr.  Gardner.  What  did  you  pay  for  that  stock  ? 

Mr.  Martz.  I  paid  $10  a  share  for  the  Mesabi  Mountain  iron 
stock,  and  with  that  I  got  the  stock,  you  understand.  This  railroad 
stock  practically  did  not  cost  me  anything. 

Mr.  Gardner.  You  got  it  share  for  share? 

Mr.  Martz.  No;  I  think  one  of  railroad  stock  with  every  two  of 
the  Mesabi  Mountain.  Of  course,  I  can  not  exactly  remember 
about  that,  but  I  believe  that  to  the  best  of  my  knowledge  and  be- 
lief at  this  time. 

Mr.  Gardner.  Was  there  any  railroad  at  the  time  you  put  up  this 
stock,  or  was  it  an  imaginary  railroad  ? 

Mr.  Martz.  Yes,  sir ;  there  was  a  railroad. 

Mr.  Gardner.  I  thought  you  said  this  stock  was  put  up  as  col- 
lateral to  raise  money  to  build  the  railroad. 

Mr.  Martz.  The  main  line  had  already  been  built,  you  understand, 
without  any  aid.  The  main  line  of  the  Duluth,  Missabe  &  Northern 
from  Stony  Brook  to  the  ;pesabi  Mountain  mine  had  been  built. 

Mr.  Gardner.  That  had  been  built  by  the  Iron  Mining  Co.?- 

Mr.  Martz.  By  the  construction  company. 

Mr.  Gardner.  Originally? 

Mr.  Martz.  Yes,  sir. 

Mr.  Gardner.  And  this  railroad  stock  was  a  bonus? 
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Mr.  Martz.  It  was  a  bonus  for  the  purpose  of  selling  the  ^^^^^^ 
Mountain  iron  stock  for  the  purpose  of  getting  money  for  the  de- 
velopment of  their  property.  o     v.  t 

Mr.  Gardner.  You  say  you  never  indorsed  those  19  shares  of 
stock? 

Mr.  Martz.  I  do  not  believe  I  ever  did. 

Mr.  Gardner.  How  did  they  secure  money  on  that  unindorsed 
stock? 

Mr.  Martz.  Well,  sir,  I  could  not  say. 

Mr.  Gardner.  I  do  not  understand  that. 

Mr.  Martz.  I  did  not  say  they  got  any  money  on  them. 

Mr.  Gardner.  These  19  shares  of  stock  you  say  were  standing  in 
your  name  on  the  books  of  the  company  ? 

Mr.  Martz.  Yes,  sir.  » 

Mr.  Gardner.  And  you  did  not  indorse  them  in  blank  on  the  back? 

Mr.  Martz.  I  do  not  think  I  did. 

Mr.  Gardner.  Well,  they  must  be  in  your  name  on  the  books  of 
the  company  to-day,  unless  somebody  forged  your  signature. 

Mr.  Martz.  Well,  they  certainly  ought  to  be  somewhere,  but  I  do 
not  know  where. 

Mr.  Gardner.  Have  you  ever  investigated  to  find  out  ? 

Mr.  Martz.  No,  sir. 

Mr.  Gardner.  Why  not? 

Mr.  Martz.  Because  I  was  informed  as  long  as  I  did  not  make 
any  investigation  my  job  was  good,  and  if  I  did,  of  course  my  job 
was  not. 

Mr.  Gardner.  Do  you  still  hold  that  job? 

Mr.  Martz.  No,  sir. 

Mr.  Gardner.  And  why  do  you  not  make  an  investigation  as  to 
whereabouts  of  the  19  shares  of  stock  which  you  now  say  are  yield- 
ing $200  a  year? 

Mr.  Martz.  I  do  not  know.  I  do  not  remember  the  number  of 
the  shares  of  stock. 

Mr.  Gardner.  You  do  not  remember  the  number  of  shares? 

Mr.  Martz.  No,  sir ;  I  have  not  gotten  the  number  of  the  shares. 

Mr.  Gardner.  They  stood  in  your  name  on  the  books  of  the  com- 
pany ? 

Mr.  Martz.  Yes,  sir. 

Mr.  Gardner.  Whose  name  do  they  now  stand  in  on  the  books? 

Mr.  Martz.  I  do  not  Imow  in  whose  name  they  do  stand  now. 

Mr.  Gardner.  And  you  testified  before  the  committee  that  you 
never  indorsed  that  certificate? 

Mr.  Martz.  I  would  say,  to  the  best  of  my  knowledge  and  belief, 
that  I  did  not. 

Mr.  Gardner.  Are  those  books  in  existence? 

Mr.  Martz.  I  could  not  tell  you. 

Mr.  Gardner.  And  you  never  made  any  effort  since  you  left  the 
employ  of  that  company  to  find  out  where  those  19  shares  of  stock 
of  this  enormous  value,  standing  in  your  name,  are  ? 

Mr.  Martz.  No,  sir ;  because  I  believe  there  is  a  period  of  limita- 
tion, and  the  law  of  limitations  intervenes.  ' 

Mr.  Gardner.  You  believe  that  the;  statute  of  limitations  inter- 
venes against  your  property? 

Mr.  Martz.  Yes,  sir. 
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Mr.  Gardner.  What  do  you  mean  by  that? 

Mr.  Martz.  I  have  understood  that.  Of  CQurse,  I  am  no  lawyer, 
but  I  have  understood  that  was  the  case. 

Mr.  Gardner.  If  those  shares  of  stock  stood  in  your  name  at  that 
time,  and  you  never  assigned  them  to  anybody,  they  must  stand  in 
your  name  to-day.  The  statute  of  limitations  does  not  erase  your 
name  from  the  stockholders'  list  of  that  company. 

Mr.  Maetz.  Of  course,  I  could  not  say  about  that,  because  I  do 
not  know  where  that  stock  is  or  whatever  became  of  it. 

Mr.  Gardner.  And  you  have  never  made  any  effort  to  find  out, 
since  you  left  the  employ  of  the  company? 

Mr.  Maetz.  Not  any  more  than  I  spoke  to  the  attorney  of  the  rail- 
road company,  Mr.  Cotton,  their  counsel,  and  that  is  the  answer  I 
got. 

Mr.  Beall.  When  did  you  surrender  that  stock? 

Mr.  Martz.  About  the  "year  1892  or  1893. 

Mr.  Beall.  When  did  you  leave  the  employ  of  the  company  ? 

Mr.  Martz.  I  think  I  left  the  employ  of  the  company  about  the 
12th  day  of  March,  1897. 

Mr.  Beall.  This  is  a  report  which  was  prepared  by  you? 

Mr.  Martz.  Yes,  sir. 

Mr.  Beall.  It  shows  the  total  valuation  of  these  roads  to  be 
$7,932,000? 

Mr.  Martz.  Yes,  sir. 

Mr.  Beall.  What  was  their  actual  value  at  that  time?  What  could 
they  have  been  actually  reproduced  for,  in  your  judgment  as  an 
engineer  ? 

Mr.  Maetz.  Of  course,  the  financing  of  the  road  is  something  I  did 
not  have  anything  to  do  with,  j^ou  understand,  and  the  commissions 
and  interest  and  things  of  that  kind  are  something  I  did  not  have  any- 
thing to  do  with,  but  I  believe  the  road  could  be  reproduced,  outside 
of  the  rolling  stock — that  is,  the  equipment — for  $3,500,000 — about 
that. 

Mr.  Beall.  In  this  report,  eliminating  the  equipment,  what  is  the 
estimated  cost  of  reproducing  the  road  that  you  now  say  could  have 
been  reproduced  for  $3,500,000? 

Mr.  Martz.  About  $4,200,000. 

Mr.  Beall.  It  was  padded,  then,  to  the  extent  of  about  $700,000? 

Mr.  Martz.  Of  course,  there  was  some  difference  of  opinion  about 
that.  For  instance,  at  that  time  everybody  considered  the  road  was 
built  very  cheaply — that  is,  at  a  very  low  cost  at  the  time  it  was  built. 

Mr.  Beall.  You  say  it  could  have  been  built  in  1898  or  1899,  at 
the  time  this  report  was  made,  for  about  the  same  it  was  built  for 
originally  ? 

Mr.  Martz.  I  should  say  so ;  yes,  sir. 

Mr.  Beall.  Rails  were  as  cheap  then  as  they  were  when  the  road 
was  built? 

Mr.  Martz.  It  is  just  possible  that  rails  were  a  little  higher  at  that 
time. 

Mr.  Beall,  I  see  they  are  put  in  here  at  $22  a  ton. 

Mr.  Maetz.  Y€s,.sir ;  that  is  a  very  low  price  for  rails. 

Mr.  Beall.  Was  labor  any  higher  in  1898  than  it  was  in  1891  ? 

Mr.  Martz.  I  do  not  think  there  would  be  any  difference  to  speak  of. 


1832  UNITED  STATES  STEEL.  COBPOEATION. 

Mr.  Bball.  Your  judgment  is  that  in  1898  the  road  could  have  been 
built  for  the  same  cost  that  it  was  actually  built  for,  beginning  m  1891 
and  running  up  through  the  intervening  years? 

Mr.  Mabtz.  Yes ;  practically  under  the  same  conditions. 

Mr.  Beall.  Some  of  this  road  was  built  at  a  time  when  it  could 
have  been  built  cheaper  than  the  original  road  was  built  in  1891;  is 
not  that  true? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Beall.  Some  of  it  was  built  along  in  1892, 1893,  and  1894:,  and 
at  different  times? 

Mr.  Martz.  Yes;  of  course.it  was  a  difficult  country  to  build  a 
railroad  through  when  it  was  a  wilderness.  Of  course,  after  this 
main  line  was  built  up  into  that  country  and  into  the  Mesabi  Range 
it  was  possible  to  build  the  extensions  at  a  less  cost,  a  good  deal,  than 
it  would  have  been  if  there  had  not  been  a  railroad  there,  because  that 
would  give  them  an  opportunity  to  get  all  their  supplies  and  equip- 
ment and  everything  necessary  for  construction  work  in  the  country 
there. 

Mr.  Beall.  Well,  if  this  report  to  the  Warehouse  Commission  of 
the  State  of  Minnesota  was  padded  at  all,  do  you  know  what  purpose 
prompted  it? 

Mr.  Martz.  Yes ;  I  know  what  purpose  it  was. 

Mr.  Beall.  What  was  it? 

Mr.  Martz.  For  the  purpose  of  making  a  showing  before  the  Rail- 
way and  Warehouse  Commission  of  the  State  of  Minnesota. 

Mr.  Beall.  Why  did  they  want  to  make  such  a  showing? 

Mr.  Martz.  They  wanted  to  make  a  showing  to  show  that  the 
freight  cost  for  shipping  ore  was  not  exorbitant. 

Mr.  Beall.  Under  the  laws  of  Minnesota  they  were  authorized  to 
so  adjust  freight  charges  as  to  make  reasonable  returns  upon  the 
investment  ? 

Mr.  Martz.  Yes,  sir;  that  was  supposed  to  be  the  law,  as  I  under- 
stand it. 

Mr.  Beall.  And  the  higher  they  might  show  the  cost  of  the  road, 
the  higher  would  be  the  freight  rate  they  would  be  permitted  to 
charge  ? 

Mr.  Martz.  Yes,  sir;  it  is  reasonable  to  assume  that  was  the  case. 

Mr.  Gardner.  Is  that  your  report  ? 

Mr.  Martz.  Yes,  sir ;  that  is  my  report. 

Mr.  Gardner.  You  prepared  that  report  ? 

Mr.  Mart».  Yes,  sir. 

Mr.  Gardner.  And  that  is  the -one  which  was  submitted? 

Mr.  Martz.  Yes;  to  the  Railway  and  Warehouse  Commission  of 
the  State  of  Minnesota. 

Mr.  Gardner.  And  you  say  that  you  made  that  purposely  larger 
than  you  thought  it  ought  to  be  ? 

Mr.  Martz.  No  ;  I  did  not  say  that. 

Mr.  Gardner.  That  is  what  I  understood  Mr.  Beall  to  ask  you. 

The  Chairman.  Mr.  Martz,  I  would  like  you  to  explain  that.  Ex- 
plain what  part  of  that  report  was  yoUrs,  and  what  part  of  it  was 
]5ut  in  by  other  people — that  is,  whether  or  not- there  was  any  col- 
laboration. 
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Mr.  A'Iartz.  All  the  interest  charges  and  financing  commissions 
and  things  of  that  kind  were  placed  in  that  report  by  the  counsel 
for  the  railroad  company. 

Mr.  Gardner.  But  you  signed  that  report  ? 

Mr.  Maetz.  No,  sir' 

Mr.  Gardner.  Welt,  how  is  it  your  report? 

Mr.  McGiLLiCTJDDX.  Who  did  sign  that  report? 

Mr.  Martz.  I  do  not  know  who  signed  it. 

Mr.  Gardner.  Wei!,  is  it  your  report  or  not? 

Mr.  Martz.  Yes,  sir ;  it  is  my  report. 

Mr.  Gardner.  And  that  is  the  report  that  Mr.  Beall  aske.d  you  for 
what  purpose  it  was  padded  ?  • 

Mr.  Martz.  Yes. 

Mr.  Gardner.  To  which  you  replied  something  to  the  effect  that 
it  was  padded  because  it  was  usually  supposed  that  the  warehouse 
commission  would  be  guided  in  estimating  what  were  proper  returns 
by  considering  the  original  amount  of  the  investment.  Now,  were 
you  responsible  for  that  padding? 

Mr.  Martz.  No,  sir ;  I  do  not  think  so. 

Mr.  Gardner.  And  yet  you  say  it  is  your  report? 

Mr.  Mabtz.  I  made  the  report ;  yes,  sir. 

Mr.  Gardner.  You  mean  to  sajr  you  instructed  the  padding  ? 

Mr.  Martz.  Yes,  sir;  I  was  miormed — you  will  remember  that 
that  is  a  report  of  the  reproduction  cost ;  and  you  take  the  matter  of 
gravel  pits,  the  attorneys  claimed  that  that  gravel  was  worth  40  cents 
a  yard  in  the  pit. 

Mr.  Gardner.  Were  you  instructed  to  pad  that  report? 

Mr.  Martz.  Yes.  I  would  not  exactly  say  that.  I  was  instructed 
to  put  down  the  value  of  the  gravel  pit  at  $192,000. 

Mr.  Gardner.  By  whom? 

Mr.  Martz.  By  the  coimsel. 

Mr.  Gardner.  Who  was  the  counsel? 

Mr.  Martz.  George  Wellwood  Murray. 

Mr.  Gardner.  You  testified  that  George  Wellwood  Murray  was 
private  counsel  for  John  T>.  Eockefeller. 

Mr.  Maetz.  Yes,  sir. 

Mr.  Gardner.  Was  he  counsel  for  the  railroad? 

Mr.  Maetz.  I  could  not  say  about  that. 

Mr.  Gardner.  Then  it  was  not  the  counsel  for  the  railroad  who 
instructed  you  to  do  that? 

Mr.  Martz.  Well,  of  course  Mr.  Murray  was  there  at  the  time. 
Mr.  Murray  was  there  at  these  hearings. 

Mr.  Gardner.  Why  were  you  taking  instructions  from  counsel  for 
Mr.  Eockefeller  and  not  from  the  counsel  for  the  railroad? 

Mr.  Martz.  I  do  not  understand  your  question  clearly. 

Mr.  Gardner.  You  testified  a  little  while  ago  that  George  Well- 
wood  Murray  was  counsel  for  John  D.  Eockefeller,  and  now  you 
testify  that  George  Wellwood  Murray  instructed  you  in  this  report 
to  estimate  the  value  of  a  certain  gravel  pit  at  $192,000. 

Mr.  Martz.  No  ;  I  beg  your  pardon.    I  understood  you  to  ask  me 
who  the  counsel  was  for  the  railroad  company. 
Mr.  Gardner.  Yes. 
Mr.  Martz.  I  believe  that  was  the  question. 
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Mr.  Gardner.  That  was  one  of  my  questions. 

Mr.  Martz.  Now  I  want  to  answer  that  question  this  way.  As  I 
understand  it — I  may  be  mistaken  about  it — George  Wellwood  Mur- 
ray and  Joseph  B.  Cotton  were  counsel  for  the  railroad.  I  do  not 
know  Mr.  Murray's  position  exactly.  He  appeared  there  as  counsel 
from  New  York. 

Mr.  Gardner.  But  you  testified  that  he  was  John  D.  Rockefeller  s 
private  counsel. 

Mr.  Martz.  I  believed  that. 

Mr.  Gardner.  I  made  a  note  of  it  at  the  time,  because  I  did  not 
want  to  interrupt  the  examination. 

Mr.  Martz.  I  believe  that  to  tee  a  fact,  but  of  course  I  could  not 
swear  to  that. 

Mr.  Gardner.  But  you  hare  sworn  to  it.  You  just  testified  to  it 
under  oath. 

Mr.  Martz.  Well,  if  I  did,  I  don't  remember  it. 

Mr.  Gardner.  Then  do  you  wish  to  reconsider  it ;  and  you  do  not 
know  whether  he  was  John  D.  Rockefeller's  private  counsel  or  not? 

Mr.  Martz.  No  ;  I  could  not  swear  that  he  was. 

Mr.  Gardner.  Well,  do  you  think  he  was  ? 

Mr.  Martz.  I  think  he  was. 

Mr.  Gardner.  And  you  thought  he  was  when  you  accepted  his  in- 
structions to  value  that  gravel  pit  at  $192,000? 

Mr.  Martz.  Yes ;  I  think  so. 

Mr.  Gardner.  And  you  did  not  know  at  that  time  whether  Mr. 
Rockefeller  owned  the  railroad  or  not? 

Mr.  Martz.  Oh,  of  course,  I  could  not  say  who  owned  the  railroad, 
because  I  was  not  acquainted  with  that. 

Mr.  Gardner.  But  you  testified  that  it  was  your  belief  it  was  owned 
by  Mr.  Rockefeller,  and  according  to  your  testimony  you  were  taking 
orders  from  Mr.  Rockefeller's  private  counsel,  but  now  you  say  you 
do  not  know  whether  he  was  his  private  counsel  or  not. 

Mr.  Martz.  No ;  of  course  not.  I  say  to  the  best  of  my  knowledge 
and  belief  I  believe  he  was,  but  I  do  not  know. 

The  Chairman.  Was  it  common  knowledge  that  he  was  his  private 
counsel  ?    Did  you  hear  anybody  say  he  was  ? 

Mr.  Martz.  Yes,  sir ;  I  heard  it.    It  was  common  knowledge. 

The  Chairman.  That  he  was  Mr.  Rockefeller's  counsel? 

Mr.  Martz.  Yes,  sir;  it  was  supposed  that  he  was. 

Mr.  Gardner.  Supposed  ?    Who  supposed  it  ? 

Mr.  Martz.  Well,  generally 

Mr.  Gardner  (interposing).  And  you  supposed  it? 

Mr.  Martz.  Yes,  sir. 

Mr.  Gardner.  Then,  why  did  you  take  his  instructions 


Mr.  Martz  (interposing).  Now,  that  is  a  misunderstanding. 

Mr.  Gardner.  Well,  is  it  not  a  fact? 

Mr.  Martz.  Whose  instructions  did  you  understand  me  to  sav  I 
took  ?  '  •' 

Mr.  Gardner.  After  introducing  this  report,  you  said  "  counsel," 
and  when  I  asked  who,  you  stated  Mr.  George*  Wellwood  Murray, 
whereupon  I  tiirned  to  my  notes  and  found  that  you  testified  that  he 
was  Mr.  John  D.  Rockefeller's  private  counsel. 

Mr.  jNIartz.  That  was  a  misunderstanding  there. 
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Mr.  Gardner.  Was  he  the  counsel  for  the  railroad  or  Mr.  Rocke- 
feller's private  counsel  ? 

Mr.  Martz.  There  was  a  misunderstanding  there  at  that  time  be- 
tween you  and  me  on  this  testimony.  If  you  understood  me  to  say 
that  Mr.  Murray  instructed  me  to  put  a  value  upon  that  gravel  pit, 
that  was-  a  misunderstanding. 

Mr.  Gardner.  But  you  did  testify  that? 

Mr.  Martz.  I  did  not. 

.Mr.  Gardner.  I  would  like  to  refer  to  the  stenographer's  notes  so 
as  to  get  this  matter  straight. 

Mr.  Martz.  I  beg  your  pardon ;  I  want  to  square  myself  before  I 
get  through  with  my  statement.  When  I  named  Mr.  George  Well- 
wood  Murray  you  stopped  me.  I  did  not  go  any  further  with  my 
statement. 

Mr.  Gardner.  All  right,  finish  your  statement.  Who  instructed 
you  as  to  that  valuation  of  $192,000? 

Mr.  Martz.  You  asked  who  the  counsel  was,  and  I  said  Mr.  George 
Wellwood  Murray. 

Mr.  Gardner.  Who  instructed  you  to  pad  this  report?  In  the  first 
place,  I  ask  you  if  this  is  your  report  ? 

Mr.,  Martz.  It  is. 

Mr.  Gardner.  Is  it  padded? 

Mr.  Martz.  Yes,  sir. 

Mr.  Gardner.  Then,  it  is  padded? 

Mr.  Martz.  Yes,  sir. 

Mr.  Gardner.  Did  you  pad  it?  [After  a  pause.]  I  would  like  to 
have  him  answer  my  question. 

Mr.  Martz.  Well,  when  we  were  looking  over  the  material  to  make 
a  showing  before  the  railroad  and  warehouse  commission  the  coun- 
sel said,  "  Here  is  a  valuable  property  in  this  gravel  pit.  That  gravel 
is  worth  40  cents  a  yard  to  us." 

Mr.  Gardner.  You  have  not  yet  answered  my  question  as  to  the 
padding  of  the  report. 

Mr.  Martz.  No,  sir ;  I  am  trying  to  explain  my  position. 

Mr.  Gardner.  But  does  not  my  question  admit  of  an  answer  yes 
or  no? 

Mr.  Martz.  No,  sir. 

Mr.  Gardner.  All  right,  then,  go  on  and  explain  in  your  own  way. 

You  testified  that  it  was  padded,  and  I  asked  you  if  you  padded  it. 
You  now  state  that  you  are  unable  to  answer  that  question  yes  or  no, 
but  that  you  will  explain  yourself. 

Mr.  Martz.  Yes,  sir.  The  counsel  said,  "  Here  is  a  valuable  prop- 
erty " 

Mr.  Gardner  (interposing).  Whose  counsel ? 

Mr.  Martz.  CouftSel  for  the  Duluth,  Missabe  &  Northern  Railroad. 

Mr.  Gardner.  Who  was  he? 

Mr.  Martz.  Joseph  B.  Cotton. 

Mr.  Gardner.  Wliat  did  he  say? 

Mr.  Martz.  He  said,  "  Here  is  a  valuable  property  to  us  and  to  the 
railroad  company."  He  said,  "This  property  here,  this  gravel  is 
worth  40  cents  per  yard  to  the  railroad  company." 

Mr.  Gardner.  Well,  did  he  tell  you,  then,  to  charge  it  accordingly  ? 

Mr.  Martz.  Yes,  sir. 
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Mr.  Gardner.  And  you  accepted  his  suggestion? 

Mr.  Martz.  Yes,  sir;  I  accepted  his  suggestion. 

Mr.  Gardner.  Knowing  that  it  was  padded  ? 

Mr.  Martz.  No,  sir ;  I  would  not  say  that. 

Mr.  Gardner.  "What  else  is  padded  in  that  report? 

Mr.  Martz.  "Well,  there  is  a  difference  in  the  prices  between  the 
time  of  the  construction ;  that  is,  the  original  construction,  and  the 
prices  in  the  report. 

Mr.  Gardner.  Did  Mr.  Cotton  instruct  you  as  to  what  figures  to 
prepare  for  that? 

Mr.  Martz.  No,  sir ;  I  would  not  say  altogether  about  that ;  but  the 
matter  of  earth  and  hauling  earth,  that  item  of  40  cents  a  yard  is 
excessive  as  charged  at  the  time  the  road  was  constructed. 

Mr.  Gardner.  Did  you  know  at  the  time  that  this  report  was 
padded,  or  did  you  discover  it  later? 

Mr.  Martz.  Well,  of  course,  in  explaining  that,  it  was  discovered, 
and  some  of  the  parties  decided  or  thought  that  the  railroad  had  been 
constructed  at  a  very  low  cost,  and  that  it  could  not  be  constructed  at 
the  same  price  at  the  time  that  this  report  was  made,  and  they  sug- 
gested that  40  cents  per  yard  might  be  more  in  line  with  the  present 
reconstruction  of  that  road  than  it  was  at  the  time  that  it  was  con- 
structed. 

Mr.  Gardner.  And  you  did  not  agree  with  that  suggestion  ? 

Mr.  Martz.  Oh,  I  was  not  particularly  interested  to  any  great 
extent. 

Mr.  Gardner.  You  were  perfectly  willing,  so  long  as  you  were  em- 
ployed, to  prepare  a  statement  such  as  they  wanted  ? 

Mr.  Martz.  No,  sir.    I  would  not  say  that. 

Mr.  Gardner.  But  you  did  it  ? 

Mr.  Martz.  Not  to  the  extent  of  my  having  done  that. 

Mr.  Gardner.  You  did  not  say  that  the  report  could  not  have 
been  more  padded  than  it  is,  but  you  did  say  that  it  was  padded? 

Mr.  Martz.  Yes,  sir^  I  admit  that  I  did. 

Mr.  Gardner.  Ajid  now  you  come  before  the  committee  acknowl- 
edging that  you  did  that? 

Sir.  Martz.  Yes,  sir. 

The  Chairman.  He  is  here  under  a  process  issued  by  the  committee 
directing  him  to  appear. 

Mr.  Gardner.  Was  this  a  sworn  statement  ? 

Mr.  Martz.  No,  sir. 

Mr.  Gardner.  It  was  not  sworn  to? 

Mr.  Martz.  No,  sir ;  I  do  not  think  I  testified  to  it,  but  I  may  have 
done  so. 

Mr.  Danforth.  Were  you  called  to  testify  in  reference  to  this 
statement  before  the  Minnesota  Railroad  and  Warehouse  Commis- 
sion? 

Mr.  IMartz.  Yes,  sir ;  I  think  I  was. 

Mr.  Danforth.  And  you  did  testify  that  it  was  correct  ? 

Mr.  Mabtz.  I  do  not  remember. 

Mr.  Danforth.  What  did  you  testify  in  reference  to  it? 

Mr.  Martz.  I  do  not  remember  what  I  testified  to. 

Mr.  Danforth.  Did  you  testify  to  this  report  or  to  the  contents 
of  it? 

Mr.  Martz.  I  think  so ;  J  do  not  know. 
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Mr.  Danfohth.  Well,  you  say  now  that  you  testified  before  the 
Minnesota  Eailroad  .and  Warehouse  Commission.  Did  you  testify 
that  the  report  was  incorrect? 

Mr.  Martz.  No,  sir. 

Mr.  Danfoeth.  I  notice,  in  this  item  that  Mr.  Gardner  has  been 
questioning  you  about,  that  is  gravel  and  earth  and  earth  hauls.  Is 
that  grading? 

Mr.  Maetz.  Yes,  sir ;  that  is  grading. 

Mr.  Danfoeth.  In  this  statement,  which  I  presume  is  a  copy  of 
the  statement  which  Mr.  Gardner  held,  I  find  the  item  of  grading 
and  haul — earth,  per  cubic  yard,  40  cents. 

Mr.  Martz.  Yes,  sir. 

Mr.  Danfoeth.  I  understood  you  to  say  that  that  40  cents  was  the 
Talue  of  the  earth  in  the  pit  or  the  gravel  in  the  pit  1 

Mr.  Maetz.  No,  sir.  That  was  the  gravel  pit.  There  are  two 
items  there — one  is  the  gravel  pit. 

Mr.  Beall.  That  is  the  Duluth  extension  in  the  second  column 
there.    Is  that  the  item? 

Mr.  Maetz.  Of  $192,000? 

Mr.  Beall.  Yes,  sir.  That  is  the  valuation,  and  that  sums  up  40 
cents  per  yard  ? 

Mr.  Maetz.  I  think  that  is  right. 

Mr.  Beall.  I  do  not  find  the  number 

Mr.  Maetz  (interposing).  I  think  that  is  true. 

Mr.  Beall.  It  simply  says  "  gravel  pit,  $192,863." 

Mr.  Maetz.  I  think  it  was  40  cents  per  yard. 

Mr.  Danfoeth.  The  40  cents  per  cubic  yard  is  for  grading  and 
hauling  per  cubic  yard.     I  want  to  get  this  straight  in  my  mind. 

Mr.  Maetz.  Well,  I  will  say  it  over. 

Mr.  Danfoeth.  Tell  us  about  it. 

Mr.  Maetz.  About  the  gravel  pit? 

Mr.  Danfoeth.  Yes,  sir;  that  gravel  pit;  that  item  of  one  hun- 
dred and  ninety-two  thousand  and  some  odd  dollars.  Did  you  figure 
that  at  40  cents  per  yard  ? 

Mr.  Maetz.  Yes,  sir;  I  believe  that  is  estimated  at  40  cents  per 
yard. 

Mr.  Danfoeth.  In  the  bed? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Danfoeth.  How  far  did  you  have  to  haul  that  to  get  it  on  the 
grade  ? 

Mr.  Maetz.  Well,  it  was  about  a  central  distance  on  the  main  line ; 
it  was  probably  25  or  30  miles  either  way. 

Mr.  Danfoeth.  So  that,  on  an  average,  you  had  to  haul  it  about 
25  miles? 

Mr.  Martz.  Yes,  sir. 

Mr.  Danfoeth.  Are  you  through,  Mr.  Gardner? 

Mr.  Gardner.  Yes,  sir. 

Mr.  Danforth.  Do  you  remember  the  cost  of  rails  in  1891  ? 

Mr.  Maetz.  Well,  pretty  close. 

Mr.  Danfoeth.  What  was  it? 

Mr.  Maetz.  About  $22  per  ton. 

Mr.  Danfoeth.  What  was  it  in  1898? 

Mr.  Martz.  I  can  not  say;  I  think  it  was  more  in  1898 — it  was 
probably  in  the  neighborhood  of  $28  per  ton.  if  I  remember  correctly. 
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Mr.  Danfoeth.  And  you  have  them  in  this  statement  at  $22  per 
ton. 

Mr.  Maetz.  Of  course,  these  rails  were  bought  previous  to  that 
time. 

Mr.  Danfoeth.  But  this  is  at  the  time  of  this  statement  ? 

Mr.  Maetz.  I  do  not  remember  about  that. 

Mr.  Danfoeth.  This  statement  shows  the  cost  of  the  reconstruc- 
tion of  the  road  as  of  May  31,  1898— that  is,  the  cost  of  the  recon- 
struction of  the  Duluth,  Missabe  &  Northern  Eailroad. 

Mr.  Maetz.  Well,  whatever  is  in  there  concerning  these  rails  I 
suppose  was  the  price  of  rails  at  that  time. 

Mr.  Danfoeth.  You  mean  in  1898? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Danfoeth.  Do  you  know  what  the  cost  of  rails  was  in  1891  ? 

Mr.  Maetz.  I  do  not  remember ;  I  can  not  say  about  that. 

Mr.  Danfoeth.  Go  ahead,  Mr.  Gardner. 

Mr.  Gaednee.  No;  my  question  relates  to  an  entirely  different 
matter. 

Mr.  Danfoeth.  Mr.  Martz,  you  stated  to  the  chairman  that  the 
condition,  or,  rather,  under  the  same  conditions  the  cost  of  repro- 
ducing this  road  in  1898  would  be  the  same  as  in  1891,  when  the 
road  was  built? 

Mr.  Maetz.  Oh,  I  think  I  said  that. 

Mr.  Danfoeth.  Well,  were  the  conditions  the  same? 

Mr.  Maetz.  Well,  of  course,  I  should  think  they  were  pretty  much 
the  same,  unless  there  was  a  change 

Mr.  Danfoeth  (interposing).  What  change? 

Mr.  Maetz.  Well,  there  might  be  a  change  in  the  cost  of  material, 
iron,  etc. 

Mr.  Danfoeth.  In  the  cast  of  what? 

Mr.  Maetz.  In  steel  rails  and  iron. 

Mr.  Danfoeth.  I  do  not  understand  what  you  mean  by  saying, 
"  under  the  same  conditions." 

Mr.  Maetz.  I  mean  the  original  phj'sical  condition  of  the  country 
that  they  passed  through. 

Mr.  Danfoeth.  You  mean  the  contour  or  lay  of  the  land? 

Mr.  ]\Iaetz.  Yes,  sir.  To-day  a  railroad  could  be  built  there  much 
more  cheaply  than  at  that  time  on  account  of  the  fact  that  other  rail- 
roads have  been  built  throughout  that  country. 

Mr.  Danfoeth.  We  are  not  talking  about  that,  but  with  reference 
to  these  two  years,  1891  and  1898,  with  regard  to  which  you  are  testi- 
fying.    "When  did  the  Merritts  lose  control  of  this  road  ? 

Mr.  Maetz.  I  think  in  the  winter  of  1893  or  1894. 

Mr.  Danfoeth.  How  did  they  lose  it? 

]Mr.  Maetz.  Well,  I  understood  that  they  lost  out  on  a  mortgage;  a 
debt  of  some  kind. 

Mr.  Danfoeth.  Do  you  mean  by  the  foreclosure  of  a  mortgage? 

]Mr.  Maetz.  I  think  so. 

Mr.  Danfoeth.  That  is  all. 

Mr.  McGiLLicuDDT.  At  the  time  you  made  this  report  you  were  the 
chief  engineer  of  the  railroad  company,  were  you  not? 

Mr.  Maetz.  Yes,  sir. 

Mr.  ilcGiLLjctxDDY.  And  you  had  been  in  that  position  for  some 
time? 
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Mr.  Martz.  Yes,  sir. 

Mr.  McGiLLiCTJDDY.  Now,  was  it  suggested  to  you  by  those  higher 
in  authority  than  you  that  you  should  make  that  exaggerated  report 
as  to  the  cost  of  reproducing  that  road  ?     Was  that  suggested  to  you  ? 
Mr.  Maetz.  It  was.     Now,  I  want  to  say — I  will  not  say  that. 
Mr.  McGiLLicuDDY.  Was  there  any  sum  mentioned  to  3'ou  which  it 
must  be  made  to  appear  that  this  road  cost  ? 
Mr.  Maetz.  Yes,  sir. 

Mr.  McGiLLicuDDY.  What  sum  was  mentioned  to  yovi  that  it  should 
appear  that  this  railroad  cost,  at  least  ? 
Mr.  Martz.  $5,000,000. 

Mr.  McGiLLicTTDDY.  Who  made  that  suggestion? 
Mr.  Martz.  I  have  already  stated  who  made  that  suggestion. 
Mr.  McGiLLicuDDY.  It  was  the  attorneys  for  the  road  ? 
Mr.  Martz.  Yes,  sir. 

Mr.  McGiLLicuDDY.  Well,  we  will  not  trouble  about  the  names. 
They  were  representing  the  railroad,  according  to  your  understand- 
ing, were  they  not? 
Mr.  Martz.  Yes,  sir. 

Mr.  McGiLLictrDDY.  Well,  is  it  true  that  you  proceeded  to  make  up 
this  report  in  compliance  with  this  request? 
Mr.  Martz.  Yes,  sir. 

Mr.  McGiLLicuDDY.  And  did  you  understand  that  if  you  did  not 
make  up  the  report  in  compliance  with  that  request  it  would  cost  you 
your  job? 

Mr.  Martz.  Well,  I  would  not  swear  to  that. 

Mr.  McGiLLicuDDY.  Well,  was  that  your  feeling  and  understanding 
about  it  when  you  were  making  up  the  report — that  is,  that  you  must 
comply  with  these  instructions  ? 
Mr.  Martz.  Yes ;  I  felt  that  way. 

Mr.  McGiLLicuDDY.  Was  that  not  the  governing  feeling  with  you  ? 
Mr.  Maetz.  Yes,  sir ;  I  felt  that  it  was  necessary  for  me  to  do  as  I 
was  told. 
Mr.  MoGiLLicuDDY.  And  you  did  so  ? 
Mr.  Martz.  Well,  not  altogether. 

Mr.  McGiLLiouDDY.  They  requested  you  to  do  more  than  you  did  ? 
Mr.  Martz.  Well,  I  feel  that  I  did  all  I  could. 
Mr.  McGiLLicuDDY.  And  they  still  wanted  you  to  exaggerate  it 
more? 

Mr.  Maetz.  Well,  it  did  not  come  up  to  the  $5,000,000  mark  on 
that  report. 

Mr.  MoGiLLicuDDY.  The  report  as  finally  issued  showed  nearly 
$8,000,000? 

Mr.  Martz.  Yes,  sir. 

Mr.  Danforth.  What  did  vour  report  come  up  to  ? 
Mr.  Maetz.  To  about  $4,200,000. 
Mr.  Gaednee.  Up  to  $4,342,000. 

Mr.  Maetz.  Well,  I  do  not  remember  exactly.     I  can  not  remem- 
ber all  these  figures,  because  I  have  not  seen  that  report  in  13  years. 
Mr.  Littleton.  Did  Mr.  Murray  direct  you  to  make  any  entry  on 
this  report  at  all  ? 
Mr.  Maetz.  No,  sir. 

Mr.  Littleton.  Did  he  have  anything  to  do  with  what  has  been 
called  the  padding  of  this  report  ? 
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Mr.  Maktz.  No,  sir. 

Mr.  Littleton.  Did  anybody  else  who  was  a  member  of  the  bar 
have  anything  to  do  with  this  padding  outside  of  Mr.  Cotton  ? 

Mr.  Maetz.  No,  sir. 

Mr.  Littleton.  That  was  Joseph  B.  Cotton? 

Mr.  Martz.  Yes,  sir. 

Mr.  Littleton.  Did  he  say  to  you  that  that  gravel  in  the  pit  was 
worth  40  cents  per  yard? 

Mr.  Maetz.  I  believe  he  did ;  we  consulted  together  in  making  up 
this  report.  This  is  not  the  cost  of  the  gravel  pit,  but  the  cost  of  the 
reproduction  of  that  road.    You  understand  that? 

Mr.  Littleton.  Did  you  and  Mr.  Cotton  agree  that  the  valuation 
of  the  gravel  and  earth  would  bear  fixing  at  40  cents  per  yard  ? 

Mr.  Martz.  Yes,  sir ;  I  wiU  say  that  we  did. 

Mr.  Littleton.  Now,  there  are  .three  items  here  which  are  very 
large.  One  is  "  Engineering,  inspection,  superintendence,  legal  ex- 
penses, and  contingencies."  I  see  under  the  head  of  "  Totals  "  there 
appears,  first,  the  item  of  "  Engineering,  inspection,  superintendence, 
legal  expenses,  and  contingencies,"  10  per  cent,  and  the  total  sum  for 
that  is  $243,216.39.  Then,  the  next  item  is  "Discounts  and  commis- 
sions," at  20  per  cent,  $486,432.78 ;  then,  "  Interest  during  construc- 
tion," at  9  per  cent,  $218,894.75.  Do  you  know  anything  about  those 
three  items? 

Mr.  Martz.  Not  a  thing;  I  do  not  know  anything  about  those 
items.  Those  items  were  added  on  after  I  made  my  report,  and  the 
report  was  put  in  the  hands  of  counsel  for  the  railroad  with  all  these 
items  added  in  the  report. 

Mr.  Littleton.  And  these  items  make  the  difference  between 
$2,432,163.89  and  $3,380,707.81,  do  they  not? 

Mr.  Martz.  Yes,  sir ;  that  is  right. 

Mr.  Littleton.  Now,  these  items  are  carried  clear  across  the  page? 

Mr.  Martz.  Yes,  sir. 

Mr.  Littleton.  Taking  the  main  line  and  the  same  items,  "  Engi- 
neering, inspection,  superintendence,  legal  expenses,  and  contingen- 
cies," amounts  to  $7;),712.04? 

Mr.  Maetz.  On  the  main  line? 

Mr.  Littleton.  Yes,  sir;  $75,712.04,  is  it  not? 

Mr.  Martz.  No,  sir;  that  is  the  total  you  are  reading,  is  it  not? 

Mr.  Littleton.  According  to  this  report,  it  says, "  Engineering,  in- 
spection, superintendence,  legal  expenses,  and  contingencies,"  under 
the  head  of  "  Main  line,"  $75,712.04.    Is  that  right? 

Mr.  Martz.  Yes,  sir. 

Mr.  Littleton.  Now,  the  other  item  of  "  Discounts  and  commis- 
sions "  on  the  main  line  amount  to  $151,424.08.    Is  that  correct? 

Mr.  Martz.  Yes,  sir. 

Mr.  Littleton.  The  next  item,  "  Interest  during  construction,"  the 
percentage  not  being  given  on  the  main  line,  amounts  to  $68,140.84. 
Is  that  correct? 

Mr.  Martz.  That  figures  out  9  per  cent. 

Mr.  Littleton.  I  see;  the  percentages  are  carried  as  of  the  first 
column  ? 

Mr.  Martz.  Yes,  sir. 

Mr.  Littleton.  Do  you  know  anything  about  these  three  items? 
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Mr.  Maktz.  No,  sir. 

Mr.  Littleton.  They  were  added  to  your  report? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  But  take  the  next  one,  the  Biwabik  Branch:  The 
first  item  of  "  Engineering,  inspection,  superintendence,  legal  ex- 
penses, and  contingencies,"  amounts  to  $29,834.64.    Is  that  correct? 

Mr.  Maetz.  Yes,  sir ;  that  is  right. 

Mr.  Littleton.  And  the  item  of  "Discounts  and  commissions" 
amounts  to  $59,669.28? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  The  next  item,  "  Interest  during  construction,"  is 
$26,851.22? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  Were  these  added  after  your  report  was  made  ? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  By  whom  were  these  items  added  to  the  report  ? 

Mr.  Maetz.  I  do  not  say  who  put  them  on  there,  but  I  presume  it 
was  done  by  counsel  for  the  railroad  company. 

Mr.  Littleton.  When  you  say  counsel,  do  you  mean  Mr.  Cotton? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  Mr.  Cotton  was  the  counsel  for  the  railroad  com- 
pany? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  And  had  charge  of  the  presenting  and  the  incor- 
poration of  these  items  into  this  report? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  Well,  carrying  the  items  on  through  the  Adams 
Branch,  it  is  true  that  the  items  there  were  added  also? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  And  also  in  the  case  of  the  Virginia  Branch  ? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  And  the  same  thing  is  true  of  the  Hibbing  Branch  ? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  So  that,  coming  down  to  the  totals  of  these  three 
items,  you  have  for  "  Engineering,  inspection,  superintendence,  legal 
expenses,  and  contingencies,"  $434,298.60.    That  is  correct,  is  it  not? 

Mr.  Maetz.  Yes,  sir ;  certainly  that  is  right. 

Mr.  Littleton.  Now,  then,  the  discounts  and  commissions  that  are 
in  that  column  amount  to  $868,597.20  ? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  And  the  item  of  interest  during  construction 
amounts  to  $390,868.74? 

Mr.  Maetz.  Yes,  sir;  that  is  right. 

Mr.  Littleton.  Now,  these  three  items  on  all  the  three  roads  and 
branches,  when  added  together,  make  the  difference  between  $4,342,- 
986.01  and  $6,036,750.56,  do  they  not? 

Mr.  Maetz.  Not  altogether ;  there  was  a  difference  there  of  $1,627,- 
009.97  for  equipment. 

Mr.  Littleton.  That  is  not  included  in  that  six  million  and  odd 
dollars,  is  it? 

Mr.  Maetz.  Yes,  sir ;  you  are  right ;  that  comes  in  later. 

Mr.  Littleton.  Then,  these  three  items  constitute  that  difference  ? 

Mr.  Maetz.  Yes,  sir. 
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Mr.  Littleton.  Then,  in  addition  to  that,  after  arriving  at  these 
figures,  represented  by  the  difference  between  these  items  I  nave  read, 
there  is  added  the  cost  of  equipment,  or  the  cost  of  reproducing  equip- 
ment, which  was  $1,491,720? 

Mr.  Maktz.  Yes,  sir. 

Mr.  Littleton.  Then,  I  notice  you  add  for  "  Discounts,  commis- 
sions," etc.,  20  per  cent,  or  $298,344? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  Did  you  make  that  calculation? 

Mr.  Maetz.  No,  sir. 

Mr.  Littleton.  Did  you  make  the  calculation  as  to  the  cost  of  the 
equipment  or  the  cost  of  reproducing  it  ? 

Mr.  Maetz.  Xo,  sir. 

Mr.  Littleton.  Then  there  is  an  item,  "  Value  of  supplies  on  hand," 
$105,444.52.    Did  you  make  that  calculation  ? 

Mr.  Maetz.  No,  sir. 

Mr.  Littleton.  The  total  of  these  figures,  showing  the  cost  of 
reproduction  of  equipment,  discounts,  commissions,  etc.,  is  $1,895,- 
508.52? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  Then  you  add  to  that  these  other  items  wliich  I 
have  read  and  get  the  grand  total  of  $7,932,259.07? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  As  to  this,  there  is  an  item  of  $1,895,508.62  of 
which  you  say  you  know  nothing  at  all  ? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  That  is  true? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  And  these  three  other  items,  which  aggregate 
$1,600,000,  you  say  you  know  nothing  about? 

Mr.  Maetz.  Those  are  the  discounts  and  commissions ;  no,  sir. 

Mr.  Littleton.  "Well,  let  me  see.  There  is  an  item  of  $1,895,508.52 
and  an  item  of  $1,600,000,  about  which  you  say  you  know  nothing? 

Mr.  Maetz.  Yes,  sir. 

Mr.  Littleton.  That  makes  out  of  the  $7,932,259.07  the  items  about 
which  you  know  nothing  at  all  ? 

Mr.  ]Maetz.  Yes,  sir. 

Mr.  Littleton.  And  they  were  put  in  the  record  as  coming  from 
other  sources? 

Mr.  Maetz.  Yes,  sir ;  I  do  not  know  anything  about  these. 

The  Chaieman.  I  know  very  little  about  the  financing  of  a  rail- 
road, but,  as  I  gather,  the  financing  of  a  railroad  is  the  getting  of  the 
money  to  build  it  and  the  paying  of  interest  on  the  money  you  get? 

Mr.  ^NTaetz.  Yes.  sir. 

The  CiiAiR:vrAx.  And,  as  I  understand  you,  it  cost  Mr.  Rockefeller 
about  as  much  to  get  the  money  to  build  the  road  as  to  build  it? 

Mr.  INIaetz.  Yes.  sir;  with  the  exception  of  the  item  of  "En- 
gmeering.  legal  expenses."  etc. 

The  Chaie:max.  Was  Mr.  Rockefeller  in  financial  straits  at  that 
time? 

!Mr.  ^Iaetz.  I  do  not  think  he  was. 

JMr.  Reed.  I  desire  to  call  the  chairman's  attention  to  the  fact 
that  ^Ir.  Rockefeller  did  not  build  the  road,  but  acquired  it  after 
it  was  built. 
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The  Chairman.  Was  he  in  financial  straits  when  he  was  estimat- 
ing the  cost  of  the  reconstruction  of  the  road?  I  know  very  little 
about  Mr.  Rockefeller's  affairs,  but  I  was  under  the  impression 
that  he  was  fairly  well-to-do  at  that  time. 

Mr.  Gardner.  How  many  of  these  50-ton  cars  would  you  say  they 
would  haul  on  a  train  load  on  the  Duluth,  Missabe  &  Northern 
Railroad?  How  many  of  these  50-ton  cars  do  you  say  they  could 
haul  ? 

Mr.  Mabtz.  I  did  not  mean  to  say  how  many,  because  I  do  not 
know.    I  know  only  just  what  I  have  heard. 

Mr.  Gardner.  About  how  many  ? 

Mr.  Martz.  I  have  understood  that  they  hauled  about  70  of  the 
50-ton  cars. 

Mr.  Gardner.  With  one  engine? 

Mr.  Martz.  Yes,  sir ;  with  one  engine. 

Mr. 'Gardner.  Can  they  haul  it  the  whole  way  with  one  engine,  or 
have  they  intermediate  hills  to  go  over  ? 

Mr.  Martz.  They  haul  it  all  the  way  with  one  engine,  I  believe. 
I  have  never  heard  of  their  having  a  double-header. 

Mr.  Gardner.  Is  there  any  steep  rise  in  the  road  ? 

Mr.  Martz.  No,  sir. 

Mr.  Gardner.  What  is  the  highest? 

Mr.  Martz.  At  the  time  I  came  away,  in  other  words,  when  I  was 
fired,  the  heaviest  grade  was  0.4  to  the  100  feet,  or  about  22  feet 
to  the  mile. 

Mr.  Gardner.  In  using  these  50-ton  cars  they  can  haul,  approxi- 
mately, 70  of  them  with  one  engine  from  the  mine  to  the  lake? 

Mr.  Martz.  Yes,  sir ;  I  should  say  that. 

Mr.  Gardner.  Well,  65  would  be  a  safe  figure  ? 

Mr.  Martz.  I  can  not  testify  on  that,  because  that  is  all  hearsay 
to  me. 

Mr.  Gam)ner.  But  it  is  your  opinion  ? 

Mr.  Martz.  I  would  hesitate  to  express  an  opinion  on  that,  be- 
cause I  do  not  know. 

Mr.  Gardner.  I  will  put  it  this  way:  When  you  were  connected 
with  the  railroad,  how  many  cars  could  they  haul  ? 

Mr.  Martz.  About  50. 

Mr.  Gardner.  What  would  be  the  weight  of  the  average  car? 

Mr.  Martz.  About  35  tons  at  that  time. 

Mr.  Gardner.  And  they  could  be  hauled  with  one  engine? 

Mr.  Martz.  Yes,  sir. 

Mr.  Gardner.  Of  course,  engines  are  more  powerful  now? 

Mr.  Martz.  Yes,  sir. 

Mr.  Gardner.  Are  there  any  grades  which  would  necessitate  the 
hitching  on  of  two  engines  ? 

Mr.  Martz.  No,  sir. 

Mr.  Gardner.  The  reason  I  ask  it  is  that  I  was  under  the  im- 
pression" that  we  had  some  testimony  that  they  had  to  put  on  two 
engines. 

Mr.  Martz.  No,  sir;  that  is  not  the  case.  _ 

Mr.  Danforth.  What  did  the  Minnesota  commission  do  in  regard 
to  your  report?  Did  they  accept  your  figures  or  did  they  combat 
them? 

Mr.  Martz.  I  could  not  learn  what  they  did  with  it. 
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Mr.  Danforth.  Did  you  testify  before  them? 

Mr.  Maetz.  I  think  I  was  there ;  yes,  sir. 

Mr.  Danfoeth.  But  you  do  not  know  whether  they  put  in  any 
evidence  to  contradict  these  figures  as  to  the  cost  of  the  reproduc- 
tion of  the  road? 

Mr.  Maetz.  I  would  have  to  refresh  my  memory  on  that  a  little 
bit. 

Mr.  Danfoeth.  I  am  simply  asking  for  information. 

Mr.  Maetz.  Well,  I  am  here  to  give  all  the  information  I  can, 
but,  of  course,  this  was  some  time  ago.  If  I  can  get  this  informa- 
tion I  will  give  it  to  you.  There  was  a  hearing  at  St.  Paul,  I  be- 
lieve, on  this  matter.  I  attended  the  hearing.  Will  you  repeat 
your  question? 

Mr.  Danfoeth.  My  question  was  this:  I  understood  that  there 
was  a  hearing,  and  you  stated  that  you  had  testified  in  regard  to 
this  matter  of  the  cost  of  the  reproduction  of  the  road.  Now,  what 
I  want  to  know  is  whether  the  commission  at  that  hearing  intro- 
duced evidence  to  combat  your  calculation  as  to  the  cost  of  repro- 
duction of  this  property,  or  whether  they  accepted  your  figures 
without  question? 

Mr.  Martz.  I  never  could  find  out  anything  about  that  hearing. 
It  seems  that  nothing  came  out  of  that  hearing. 

Mr.  Danforth.  Was  there  no  decision? 

Mr.  Maetz.  I  do  not  think  there  was. 

Mr.  Danfoeth.  There  must  have  been  some  evidence,  because  you 
testified. 

Mr.  Maetz.  But  I  do  not  think  there  was  anything  to  that  hear- 
ing.   That  hearing  simply  died  out. 

Mr.  Danforth.  Well,  if  it  did  die  out,  was  there  any  evidence 
offered  controverting  your  statements,  or  did  the  commission  accept 
your  statements? 

Mr.  Martz.  I  do  not  remember. 

Mr.  Eeed.  Counsel  by  the  name  of  Bilson  appeared  for  the  com- 
plainant, and  introduced  large  quantities  of  evidence  in  reply  to 
this  report,  but  the  complaint  was  finally  withdrawn  by  the  com- 
plainant. 

Mr.  Danforth.  And  that  is  a  matter  of  record  ? 

Mr.  Eeed.  Yes,  sir. 

Mr.  Gardner.  Some  of  the  newspaper  men  have  asked  me  a  ques- 
tion as  to  whether  I  am  right  in  saying  that  you  now  testify  that  it 
was  under  Mr.  Joseph  B.  Cotton  that  you  prepared  these  figiires  and 
not  under  Mr.  Murray? 

Mr.  Martz.  Yes,  sir;  that  is  correct. 

Mr.  Gardner.  It  was  done  under  Mr.  Cotton? 

Mr.  Martz.  Yes,  sir;  with  one  exception — that  is,  the  statement  I 
made  relative  to  the  $5,000,000  estimate  that  we  spoke  of. 

Mr.  Gardner.  Then,  Mr.  Murray  told  you  they  wanted  to  show 
$5,000,000,  and  the  details  were  prepared  under  Mr.  Cotton? 

Mr.  Martz.  Yes,  sir. 

The  Chahjman.  Do  you  know  what  they  paid  for  that  gravel  pit; 
do  you  know  what  it  cost  ? 

Mr.  Martz.  No;  I  could  not  say  just  what  the  figures  were. 

The  Chairman.  Do  you  know  about  what  it  cost? 
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Mr.  Maetz.  I  think  a  fair  estimate  on  the  cost  of  that,  at  the  rate 
at  which  they  bought  a  portion  of  it,  which  I  think  they  paid  as 
much  for  as  any  portion  of  it,  was  $700  for  40  acres.  The  balance 
of  it,  I  think,  was  less.    It  probably  cost  them  $2,500  or  $3,000. 

The  Chairman.  Seventy  acres  of  it  ? 

Mr.  Martz.  Forty  acres. 

The  Chairman.  Do  you  know  about  how  many  yards  there  were  in 
that  40  acres  of  gravel  ? 

Mr.  Maetz.  No ;  I  could  not  say,  off  hand. 

The  Chairman.  They  bought  it  hj  the  acre  and  estimated  it  by  the 
yard? 

Mr.  Maetz.  Yes ;  they  bought  it  by  the  40  and  estimated  it  by  the 
yard. 

The  Chairman.  Are  there  any  other  questions  anybody  wants  to 
ask?  Mr.  Martz,  do  you  know  anything  about  these  other  roads  be- 
sides the  Duluth,  Missabe,  and  Northern  ? 

Mr.  Maetz.  No,  sir ;  nothing  more. 

(At  12.25  o'clock  p.  m.  the  committee  took  a  recess  until  2  o'clock 
p.  m.) 

(The  report  produced Jjy  Mr.  Martz  and  referred  to  in  the  fore- 
going statement  will  be  found  as  a  folder  facing  this  page.) 

APTER  EECESS. 

TESTIMONY  OF  ALFRED  MERRITT. 

(The  witness  was  sworn  by  the  chairman.) 

The  Chairman.  Where  do  you  reside? 

Mr.  Merritt.  At  Duluth,  Minn. 

The  Chairman.  How  long  have  you  lived  in  the  city  of  Duluth, 
or  did  you  live  there  before  it  was  a  city  ? 

Mr.  Merritt.  My  folks  brought  me  there  in  1856. 

The  Chairman.  What  was  your  age  at  that  time  ? 

Mr.  Merritt.  Nine  years.    I  was  bom  in  May,  1847. 

The  Chairman.  Mr.  Merritt,  were  you  ever  connected  in  any  way 
with  this  railroad  about  which  we  have  been  speaking,  the  Duluth, 
Missabe  &  Northern  ? 

Mr.  Merritt.  I  was,  as  one  of  the  directors,  and  for  about  14 
months  president  t)f  the  road. 

The  Chairman.  Mr.  Merritt,  I  will  ask  you  to  go  ahead  in  your 
own  way  and  tell  this  committee  how  this  road  happened  to  be  built, 
what  was  the  occasion  for  its  construction,  what  properties  it  was 
intended  to  develop,  and  what  necessitated  your  going  at  that  time 
and  constructing  this  road  through  a  wilderness. 

Mr.  Merritt.  After  we  had  found  iron  on  the  Mesabi  Range  and 
developed  up  what  we  thought  was  enough  to  guarantee  the  building 
of  a  branch  in  there,  our  idea  first  was  to  get  the  St.  Paul  &  Duluth, 
or  the  old  Lake  Superior  &  Missabe  Eailroad,  now  a  branch  of  the 
Northern  Pacific,  to  build  up  to  the  range. 

The  Chairman.  You  say  you  tried  to  get  them  to  build  up  to  the 
range  ? 

Mr.  Meeeitt.  Yes. 

The  Chairman.  Who  was  in  charge  of  that  road  ? 
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Mr.  Meeeitt.  I  think  President  Plough  at  that  time. 

The  Chaieman.  Could  you  interest  him  in  it? 

Mr.  Meeeitt.  No;  we  could  not.  He  did  not  seem  to  realize  the 
value  of  the  range.  We  tried  the  Northern  Pacific,  and  the  directors 
or  managers  did  not  seem  to  appreciate  the  value  of  a  freight  coming 
from  an  iron  country.  They  both  said  that  if  we  would  build  down 
to  them  they  would  handle  the  freight  from  where  we  tapped  them 
into  Duluth. 

The  Chairman.  Did  you  go  to  see  anybody  else  about  getting 
assistance  to  build  this  road? 

Mr.  Meeeitt.  We  finally  got  hold  of  Fisher,  who  was  president  of 
the  Duluth  &  Winnipeg,  a  road  built  at  that  time  from  Superior  to — 
I  guess  it  reached — as  far  as  Grand  Kapids,  Minn. 

The  Chairman.  Did  you  go  to  see  any  other  persons?  Did  you 
attempt  to  interest  Mr.  Frick  in  this  enterprise? 

Mr.  Meeeitt.  Well,  not  at  that  time ;  no. 

The  Chairman.  When  was  the  attempt  to  interest  him  ? 

Mr.  Mereitt.  That  was  later. 

The  Chairman.  Were  you  able  to  do  it  ? 

Mr.  Meeeitt.  No,  sir ;  no ;  we  were  not.  j, 

The  Chairman.  Well,  go  ahead  with  yoiTr  story. 

Mr.  Merritt.  We  finally  made  a  contract  with  the  Duluth  &  Win- 
nipeg road  to  build  down  to  their  road  at  Stony  Brook,  on  the  St. 
Louis  River;  made  a  contract  that  they  would  carry  the  freight 
pro  rata  per  mile,  they  to  build  the  docks  at  Superior  or  Duluth  Bay, 
and  then  we  went  to  work  trying  to  get  somebody  to  build  down  to 
them,  and  we  could  not 

The  Chairman.  Down  to  this  point  of  junction  ? 

Mr.  Mereitt.  Down  to  this  point  of  junction. 

The  Chairman.  Whom  did  you  try  to  interest  in  the  proposition? 

Mr.  Meeeitt.  Mr.  Donald  Grant,  of  Faribault,  thought  that  he 
could  interest  some  fellows,  but  he  was  not  successful ;  and  in  a  meet- 
ing over  in  the  Merchants'  Hotel  in  St.  Paul  at  which  Donald  Grant 
and  Mr.  Foley,  and  I  think  Mr.  Guthrie,  K.  D.  Chase,  of  Faribault, 
Leonidas  Merritt  and  myself  attended,  Mr.  Grant  made  the  state- 
ment that  he  and  his  cousin  would  put  uj)  the  money  for  two-fifths 
of  the  road — that  is,  to  form  a  construction  company,  and  that  he 
would  come  in  for  himself  and  his  cousin  for  two-fifths — and  we 
finally  scurried  around  and  decided  that  K.  D.  Chase  and  his  brother 
would  take  one-fifth,  Leonidas  Merritt  and  myself  one-fifth,  and 
Guthrie  and  Foley  another  fifth,  and  form  a  construction  company 
and  build  the  road.  We  then  put  up  in  a  pool  $50,000  in  cash  to 
start  building  the  road,  the  survey  having  been  made  before,  and 
as  the  construction  company  called  for  the  money  we  paid  the 
assessments  and  finally  built  the  road — that  is,  the  first  64  miles. 

The  Chairman.  At  what  cost  ? 

Mr.  Mereitt.  It  cost  the  construction  company  $660,000.  It  cost 
the  railroad  company— they  made  a  bargain  with  the  construction 
company — $1,200,000  a  mile  in  bonds. 

The  Chairman.  $1,200,000  altogether? 

Mr.  Merritt.  $1,200,000  altogether;  yes. 

The  Chairman.  In  bonds? 

Mr.  Merritt.  Yes;  and  $1,200,000  in  stock. 
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The  Chairman.  Do  you  know  what  the  market  value  of  those 
stocks  and  bonds  was  at  that  time? 

Mr.  Merritt.  I  really  do  not  know,  at  that  time.  There  really 
was  no  market  at  all  before  the  road  was  built ;  but  it  cost  the  con- 
struction company  $660,000. 

The  Chairman.  What  do  you  say? 

Mr.  Merritt.  It  cost  the  construction  company  $660,000. 

The  Chairman.  That  is  the  actual  outlay  in  money  ? 

Mr.  Merritt.  That  is  the  actual  outlay  in  money. 

The  Chairman.  Then  you  issued  stocks  and  bonds  on  the  railroad 
as  constructed  ? 

Mr.  Merritt.  Yes. 

The  Chairman.  All  right. 

Mr.  Merritt.  And  paid  the  construction  company  off  with  stocks 
and  bonds. 

The  Chairman.  How  much  did  you  give  them  in  stocks  and  bonds  ? 

Mr.  Merritt.  We  gave  the  construction  company  $1,200,000  in 
bonds  and  $1,200,000  in  stock.    There  was  no  money  passed. 

Mr.  Littleton.  Was  that  the  total  capitalization,  the  total  of  stock 
and  bonds  issued  ? 

Mr.  Merritt.  No.  T  think  the  bond  issue  of  the  railroad  was 
$3,000,000.  I  could  not  say  positively.  That  is  the  total  authorized 
issue. 

Mr.  McGiLLicuDDY.  What  was  the  stock  ? 

Mr.  Merritt.  The  same,  I  think.    Yes ;  the  same. 

Mr.  LiNDABXJRY.  I  did  not  catch  that  last  question.  Was  it 
$3,000,000? 

Mr.  Merritt.  Yes;  I  think  so.    It  is  a  matter  of  record,  anyhow. 

Mr.  Littleton.  Just  to  clear  that  up;  I  understand  you  to  say 
that  your  impression  is  that  the  total  of  the  stock  and  bond  issues  of 
the  railroad  was  three  millions  of  stock  and  three  millions  of  bonds, 
of  which  $1,200,000  in  stock  and  $1,200,000  in  bonds  was  given  to  the 
construction  company  in  payment  for  the  construction  of  the  road. 

Mr.  Merritt.  Yes ;  and  the  balance  in  the  treasury. 

Mr.  Littleton.  Yes. 

Mr.  Merritt.  Yes ;  that  is  my  best  recollection. 

Mr.  LiNDABURY.  I  did  not  catch  that.  Does  it  appear,  Mr.  Chair- 
man, where  that  60  miles  was  ? 

The  CfiAiRMAN.  Yes. 

Mr.  LiNDABURY.  It  did  appear  ? 

The  Chairman.  Yes;  that  60  miles  ran  from  the  Mesabi  Range  to 
the  junction  with  the  Duluth  &  Winnipeg  Railroad  at  a  point  on  the 
St.  Louis  Eiver,  did  it  not  ? 

Mr.  Merritt.  Yes. 

The  Chairman.  Known  as  what ;  some  junction  ? 

Mr.  Merritt.  Stony  Brook  Junction;  and  from  a  place  I  guess  9 
miles  or  10  miles  this  side  of  Mountain  Iron,  east  to  the  Biwabik,  16 
miles,  making  48  and  16. 

The  Chairman.  How  did  you  manage  to  construct  this  road  for 
$10,000  a  mile  ?    Was  it  pretty  well  constructed  ? 

Mr.  Merritt.  In  the  first  place  we  had  a  good  exploring  line 
through,  and  had  an  engineer  locate  the  line  on  the  exploring  line — a 
line  with  very  few  cuts 
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The  Chairman.  How  did  that  happen? 

Mr.  Merritt.  And  no  fills.  It  was  on  account  of  the  contour  of  the 
country,  the  profile  of  the  country. 

The  Chairman.  Just  explain  how  that  country  lies  between  the 
Mesabi  Range  and  the  hills;  the  incline  of  the  shore  there  at  Lake 
Superior. 

Mr.  Merritt.  The  field  notes  of  the  country,  the  United  States 
Survey  field  notes,  show  a  great  deal  of  swamp  or  muskeg  country 
down  through  there.  A  great  deal  of  the  country  is  marked  "  swamp 
land."  That  lies  with  an  incline  practically  draining  into  the  St. 
Louis  Eiver. 

The  Chairman.  A  level  plain  ? 
Mr.  Merritt.  Yes. 

The  Chairman.  With  a  slight  incline  ? 

Mr.  Merritt.  Yes;  south  and  west;  really  draining  over  into  the 
St.  Louis  Eiver  until  we  cross  the  St.  Louis  Eiver,  and  then,  of  course, 
we  connected  with  the  Winnipeg. 

The  Chairman.  It  is  a  flat  plain  inclined 

Mr.  Merritt.  With  the  traffic. 

The  Chairman  (continuing).  With  an  incline  toward  the  lake? 
Mr.  Merritt.  Toward  the  lake.    The  St.  Louis  Eiver  is  the  water- 
shed. 

The  Chairman.  What  is  that  fall ;  do  you  know  ? 
Mr.  Merritt.  Sir? 

The  Chairman.  What  is  the  fall  from  the  range  to  the  lake  ? 
Mr.  Merritt.  From  the  range  to  where  we  built,  at  Stony  Brook, 
I  would  not  say  exactly — of  course  the  topography  would  show  ex- 
actly—but it  is  100  feet  or  more ;  possibly  not  to  exceed  200  feet. 
The  Chairman.  To  the  mile  ? 
Mr.  Merritt.  No ;  200  feet  incline  in  the  48  miles. 
The  Chairman.  You  were  about  600  feet  above  the  se: 
were  you  not? 

Mr.  Merritt.  Yes ;  we  are  604  feet  at  Duluth.     Of  c 
at  the  head  of  the  lake,  and  then  the  addition  is  from  i 
we  rise  900  feet  very  quick. 
The  Chairman.  I  understand. 
Mr.  Merritt.  The  balance  is  level. 
The  Chairman.  What  trouble,  did  you  have  in  gett 
making  your  roadbed,  cuts,  and  fills,  explain  that?     WJ 
have  to  go  for  your  ties  and  ballast  ? 

Mr.  Merritt.  We  got  the  ties  practically  right  along 
way. 

The  Chairman.  I  see  here  that  this  road  has  charged  i 
at  so  much  a  yard,  about  40  cents  a  cubic  yard.  Is  gra^v 
thing  to  obtain,  an  expensive  commodity  in  that  country 
Mr.  MJERRrrT.  There  was  only  one  gravel  pit  on  the  fi 
practically,  that  we  called  the  gravel  pit  at  that  time, 
gravel  pit  was  on  the  extension  between  Columbia  Junct 
Duluth.  The  first  gravel  pit  I  bought  for  $50  an  acre^ 
acres— agreed  to  buy  it.  That  was  on  our  extension 
Stony  Brook  north.  The  other  gravel  pit,  on  the  road  i 
I  bought  40  acres  from  Thomas  McGowan  of  Duluth  foi 
other  gravel  pits  I  do  not  know  anything  about,  becaus 
bought  after  I  got  off  the  road. 
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The  Chairman.  After  you  completed  this  road  from  the  range  to 
the  Stony  Brook  Junction  with  the  Duluth  &  Winnipeg  Railway,  did 
you  ship  any  ore  over  the  road  ? 

Mr.  Mereitt.  The  first  year  we  only  shipped  down  the  lake  I  think 
4,000  tons.  That  was  the  fall  of  1892.  It  froze  up  early  that  fall, 
and  we  shipped  over  the  whaleback,  on  the  whaleback  fleet,  I  think 
two  cargoes,  not  to  exceed  anyhow  about  3,000  tons  to  the  cargo.  It 
might  have ,  been  6,000  tons  altogether,  but  in  my  opinion  it  was 
4,000  tons,  as  near  as  I  can  remember,  in  that  fall — that  is,  the  fall 
of  1892. 

The  Chairman.  In  the  course  of  time  you  concluded  to  do  your 
own  hauling.  By  the  way,  before  I  get  to  that,  you  had  some  roll- 
ing stock  of  this  road,  did  you  not? 

Mr.  Mebeitt.  Yes,  sir;  the  winter  of  1891  and  1892  we  built  750 
ore  cars  at  that  time,  I  think  25-ton  cars,  and  100  flat  cars,  or  120, 
I  think,  and  I  think  100  box  cars,  ready  for  the  work. 

The  Chairman.  You  divided  this  haul  pro  rata.  Now  you  say 
you  finally  built  into  Duluth  yourselves  ? 

Mr.  MeeriTt.  Yes. 

The  Chairman.  Just  explain  to  the  committee  how  you  happened 
to  change  your  method  of  shipment  to  build  this  extension,  where 
and  how  you  got  your  money,  and  at  whose  su^estion  this  money 
came. 

Mr.  Meeritt.  In  the  contract  with  the  Duluth  &  "Winnipeg  road, 
the  trafiic  contract,  they  were  to  buitd  750  cars  in  the  winter  of  1891 
and  1892.  They  did  not  build  them.  In  1892  and  1893  they  were  to 
build  750,  which  would  make  1,500  cars,  and  we  had  1,500,  which  we 
considered  would  be  ample  for  handling  the  freight  at  tha,t  time. 
But  they  did  not  build  them.  We  had  traffic  contracts  on  the  range 
with  Peter  L.  Kimberly,  of  Sharon,  Pa.,  and  with  Henry  W.  Oliver, 
I  think,  of  Pittsburgh,  Kitnberly  having  the  Biwabik  mine  and  Oliver 
the  Mesabi  Mountain.  They  were  traffic  contracts  at  so  much  a  ton. 
The  Iron  Range  had  built  in  to  the  Biwabik,  and  really  we  were 
afraid  that  we  would  lose  the  traffic  contract  if  we  did  not  hurry  up 
and  get  so  that  we  could  handle  their  ore.  In  fact,  Kimberly  threat- 
ened to  break  it.  Of  course  two  can  make  a  coiitract  and  one  can 
break  it.  Anyhow,  we  began  to  scratch  around,  and  to  havB  the  idea 
of  building  our  own  rDad  so  that  we  could  handle  our  own  stuff  and 
have  the  whole  hauling;  and  so  Capt.  McDougall  recommended  a 
man  by  the  name  of  Wetmore,  who  was  interested  in  the  Steel  Barge 
Co.,  wlio  in  consideration  of  furnishing  the  money  to  build  the  road 
was  to  get  the  contract  for  this  steel-barge  company  for  hauling  the 
ore  down  the  lake;  and  so  we  finally  tied  up,  to  make  a  long  story 
short,  with  Wetmore  and  his  associates,  they  agreeing  to  furnish  the 
money  to  build  this  29  miles  from  Columbia  Junction,  65  miles  above 
the  Stony  Brook  connection  with  the  Winnipeg,  in  to  Duluth.  That 
is  the  way  we  came  to  build  in  there. 

The  Chairman.  With  '^vhom  was  Wetmore  associated  ? 
Mr.  Meeriti".  Well,  he  had  several  fello^Vs.  I  forget  now  just  who 
they  were.  I  think  one  of  them  was  Colby.  I  would  not  want  to 
say  for  sure  now.  It  has  been  a  long  time  ago,  and  I  have  tried  to 
forget  those,  things.  AnyhbW,  there  were  several  of  tliem.  There  was 
a  man  by  the  name  of  Bartlett,  if  I  remember  right. 
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The  Chairman.  Was  Wetniore  associated  with  anybody  else  that 
you  know  of? 

Mr.  Meeritt.  Not  on  paper. 

The  Chairman.  Well,  actually,  as  you  subsequently  found  out  i 

Mr.  Meeritt.  Well,  John  D.  Eockefeller,  so  Mr.  Gates  told  me,  was 
one  of  the  associates— Mr.  F.  T.  Gates. 

The  Chairman.  Wetmore  agreed  to  buy  the  bonds,  you  say  i 

Mr.  Meeritt.  Yes.  ,  ,    ., 

The  Chairman.  If  you  would  build  this  extension ;  and  you  built 
the  extension? 

Mr.  Meeritt.  Yes. 

The  Chairman.  And  at  what  cost? 

Mr.  Meeritt.  Well,  really  I  do  not  know,  now. 

The  Chairman.  Approximate  what  it  cost  you  to  build  those  ore 
docks  and  the  road  from  Stony  Brook  to  the  docks  ? 

Mr.  Merritt.  I  should  think,  docks  and  everything,  approximately 
a  million  and  a  half  of  dollars.    I  should  think  so. 

The  Chairman.  Wetmore  refused  to  buy  your  bonds  from  you? 

Mr.  Merritt.  Wetmore  fell  down.  The  panic  of  1893  came  on, 
and  other  things,  and  he  and  his  associates  fell  down. 

The  Chairman.  Then  what  happened?  Did  Gates  say  anything 
to  you  about  where  you  could  get  this  money  or  what  to  do?  Did  he 
make  any  suggestion  to  you  ? 

Mr.  Merritt.  It  was  along  about  the  time  that  we  were  hustling 
that  this  matter  of  consolidation  came  up. 

The  Chairman.  Who  suggested  consolidation? 

Mr.  Meeeitt.  The  first  suggestion  that  I  ever  heard  of  consolida- 
tion came  through  Mr.  Frank  Eockefeller. 

The  Chairman.  What  do  you  mean  by  consolidation ;  consolidation 
of  what? 

Mr.  Meeritt'.  Well,  our  idea  was  a  consolidation,  first,  of  the  mines 
on  the  range. 

The  Chairman.  What  mines? 

Mr.  Meeritt.  The  mines  on  the  Mesabi  Range. 

The  Chairman.  Who  owned  those  mines  at  that  time  ? 

Mr.  Meeeitt.  The  different  mining  companies  were  organized. 
The  fellows  that  had  the  Missabe  &  Northern  road,  that  were  inter- 
ested in  it,  practically  controlled  a  majority  of  the  mines,  except  the 
ones  that  were  leased  to  Kimberly  and  to  Henry  W.  Oliver. 

The  Chaieman.  What  else  was  to  be  consolidated ;  any  other  mines 
anywhere  else,  belonging  to  anybody  else? 

Mr.  Meeeitt.  That  came  in  later ;  the_  Spanish-American  &  Cuba, 
the  Santiago  de  Cuba,  the  Penoke  Gogebic,  and  one  other  property,  I 
think.    I  do  not  know ;  it  is  so  long  ago  that  I  have  forgotten. 

The  Chaieman.  To  whom  did  these  properties  belong? 

Mr.  Meeeitt.  Those  properties  were  controlled — that  is,  the  bonds, 
and  practically  the  stock — ^by  John  D.  Rockefeller. 

The  Chaieman.  Did  you  agree  to  consolidate? 

Mr.  Meeritt.  Yes ;  we  finally  agreed  to  consolidate. 

The  Chairman.  And  you  consolidated? 

Mr.  Meeritt.  Yes. 

The  Chairman.  And  when  you  consolidated  what  happened  ? 

Mr.  Meeeitt.  Well,  I  stayed  president  of  the  road  until  the  4th  or 
6th  of  February,  1894,  when  I  went  out. 
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The  Chairman.  What  was  the  purpose  of  this  consolidation  ?  You 
had  issued  these  bonds,  and  Wetmore  would  not  take  them.  Did  you 
send  anybody  to  New  York?  Did  anybody  go  to  New  York — you  or 
your  brother — to  see  Mr.  Eockefeller  about  this  matter  ? 

Mr.  Merritt.  My  brother  Leonidas  was  in  New  York  at  the  time. 

The  Chairman.  You  were  in  communication  with  him  ? 

Mr.  Merritt.  Yes. 

The  Chairman.  Did  John  D.  Eockefeller  himself  suggest  or  de- 
mand this  consolidation? 

Mr.  Merritt.  Not  at  first;  no. 

The  Chairman.  How  was  that;  explain  it? 

Mr.  Merritt.  When  Wetmore  fell  down  I  saw  a  letter  that  my 
brother  wrote,  I  will  not  say  just  exactly  when,  but  some  time  before 
August  28,  1893,  after  he  had  been  to  see  Mr.  Rockefeller,  at  Mr. 
Rockefeller's  request,  and  had  an  audience  with  him,  and  that  was 
really  the  final  consolidation ;  that  is,  it  led  up  to  the  consolidation — 
the  confirmation  of  the  consolidation — of  the  companies,  after  this 
meeting. 

The  Chairman.  Was  this  consolidation  made  as  per  the  sugges- 
tion of  Mr.  Rockefeller,  in  the  way  he  wanted  it  made,  the  way  he 
said  it  ought  to  be  made? 

Mr.  Merritt.  I  think  he  really  had  the  say,  finally,  in  every- 
thing; yes. 

The  Chairman.  What  did  they  become?  What  was  the  name  of 
tlie  consolidation  ? 

Mr.  MERRirr.  The  Lake  Superior  Consolidated  iron  mines. 

The  Chairman.  And  what  share  did  you  get  for  the  railroad  in 
that  consolidation?    What  was  it  estimated  at,  do  you  know? 

Mr.  Merritt.  I  thijik  the  railroad  went  in  at  $2,000,000.  I  think 
the  railroad  was  estimated  at  $2,000,000  in  the  consolidation. 

The  Chairman  .  Did  you  get  bonds  or  stock  ? 

M^r.  Merritt.  It  went  in  taking  consolidated  stock.  Our  stuff 
went  in,  and  we  took  stock.  Mr.  Rockefeller's  stuff  went  in,  and  he 
took  bonds,  agreeing  to  convert  them  from  bonds  to  stock  when  he 
found  out  the  value  of  our  property.  That  is  what  the  statement 
was  to  me  by  F.  T.  Gates. 

The  Chairman.  What  was  the  capitalization  of  the  whole  com- 
pany? 

Mr.  Merritt.  I  do  not  know;  either  twenty-five  or  thirty  million 
dollars.  It  seems  to  me  it  was  thirty  millions,  but,  possibly,  twenty- 
five  millions.    I  think  $21,500,000  was  issued. 

The  Chairman.  Did  all  of  these  various  companies  go  in  as  sub- 
sidiary companies  or  was  it  consolidated  into  a  single  company? 

Mr.  Merritt.  They  really  went  in,  consolidated. 

The  Chairman.  One  property? 

Mr.  Merritt.  Yes;  one  property,  but  still,  of  course,  the  offices 
were  kept  up. 

The  Chairman.  Did  the  railroad  keep  its  corporate  entity? 

Mr.  Merritt.  Yes. 

The  Chairman.  When  this  consolidation  Was  made,  you  issued 
certain  bonds.    Did  you  issue  bonds  then? 

Mr.  Merritt.  I  think  not,  except  to  Mr.  Rockefeller. 

The  Chairman.  Except  to  Mr.  Rockefeller? 

Mr.  Merritt.  Yes. 
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The  Chairman.  How  did  you  happen  to  issue  bonds  to  Rocke- 
feller? "Who  suggested  that  Rockefeller  should  take  these  bonds; 
did  he  say  so  himself  ? 

Mr.  Meeritt.  I  think  it  came  from  him. 

The  Chairmaiv.  He  agreed  to  take  the  bonds? 

Mr.  Meeritt.  Yes ;  that  is,  the  bonds  for  his  stuff. 

The  Chairman.  Yes. 

Mr.  Mereitt.  For  his  stuff.  I  think  the  railroad  itself  issued  its 
own  bonds,  second-mortgage  bonds,  which  I  understand  Mr.  Rocke- 
feller bought — took  them — and  we  finished  the  road. 

The  Chairman.  Did  you  at  this  time  become  indebted  to  Mr. 
Rockefeller  in  any  way  ?  And  explain  how,  to  what  extent,  and  how 
the  debt  was  evidenced. 

Mr.  Meeritt.  Well,  really,  in  a  way  we  got  money  from  him  for 
private  purposes,  and  I  had  indorsed  for  Wctmore  and  his  associ- 
ates to  help  Wetmore  and  his  associates  along;  putting  up  collat- 
erals to  i\ir.  Rockefeller,  he  furnishing  the  money. 

The  Chairjian.  How  much  did  he  furnish? 

Mr.  Merritt.  When  I  got  through  I  was  indorser  for  $420,000. 

The  Chairman.  How  much  did  3'^ou  and  your  brother  indorse  for? 

Mr.  Meeritt.  Indorse  for? 

The  Chairman.  Yes. 

Mr.  Merritt.  We  were  jointly  indorsers,  as  I  remember  it,  for 
$420,000. 

The  Chairman.  Was  that  this  call  money? 

Mr.  Merritt.  That  was  this  call  money. 

The  Chairman.  What  was  the  full  extent  of  that  call  money  to 
Rockefeller  ? 

Mr.  Merritt.  I  think  that  which  he  had  our  collaterals 
that  was  the  full  extent. 

Mr.  Littleton.  May  I  ask  you,  Mr.  Merritt,  as  to  thes 
that  went  into  this  Lake  Superior  Consolidated  Co.,  di 
serve  their  organization  after  they  went  in,  or  were  th( 
and  taken  over  by  the  Consolidated  Co? 

Mr.  Meeritt.  No  ;  they  preserved  theii;  identity. 

Mr.  Littleton.  Did  their  stock  and  bonds  which  th 
remain  out,  or  did  they  exchange  them? 

Mr.  Meeritt.  Their  stocks  were  converted  into  the  C 
stocks. 

Mr.  Littleton.  They  exchanged  them? 

Mr.  Mereitt.  Yes,  sir;  they  exchanged  them. 

Mr.  Littleton.  Yes. 

Mr.  Mereitt.  But  the  companies  were 

Mr.  Littleton.  The  companies  were  the  same  ? 

Mr.  Mereitt.  Yes;  and  they  were  preserved. 

Mr.  Littleton.  That  is,  they  kept  their  shell  of  organi: 

Mr.  Mereitt.  Yes. 

Mr.  Littleton.  You  had  failed  to  sell  the  bonds  to  y 
the  uncompleted  29  miles  of  railroad  ? 

Mr.  Mereitt.  Yes. 

Mr.  Littleton.  Those  bonds  were  still  issued,  but  unsol 

Mr.  Meeritt.  Well,  he  sold  and  furnished  quite  a  lot  c 
do  not  know  exactly  how  much,  though.    Of  course,  we  w( 
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the  docks  and  building  the  railroad,  and  some  months  we  spent  as 
high  as  $200,000  and,  I  think,  one  month  $300,000. 

Mr.  Littleton.  When  Mr.  Rockefeller  took  his  share  in  the  Con- 
solidated Co.  he  took  the  bonds  of  the  Consolidated  Co.  to  represent 
ihe  properties  of  his  which  had  gone  in  ? 

Mr.  Mekhitt.  Yes. 

Mr.  Littleton.  And  when  you  put  your  railroad  in,  you  took  the 
jtock  of  the  Consolidated  Co.  for  $2,000,000,  about,  of  the  stock  of  the 
Consolidated  ? 

Mr.  Mereitt.  Yes. 

Mr.  Littleton.  Mr.  Rockefeller,  in  addition,  bought  the  second- 
mortgage  bonds  of  the  railroad? 

Mr.  Merkitt.  Yes. 

Mr.  Littleton.  A  second  issue? 

Mr.  Meeritt.  A  second  issue. 

Mr.  Littleton.  V\'hen  you  borrowed  money  of  him,  or  became  in- 
dorser  on  paper,  you  say  you  put  up  certain  collateral? 

Mr.  Meeritt.  Yes. 

Mr.  Littleton.  What  was  that  collateral? 

Mr.  Merritt.  That  collateral  was  practically  all  consolidated  stock. 
That  is,  if  we  put  up  before  the  consolidation  was  formed,  then  it 
would  be  some  of  the  subsidiary  companies  which  were  put  in  to  the 
consolidation  stock,  and  afterwards  converted  into  consolidated  stock. 

Mr.  Littleton.  In  other  words,  first  and  last  you  put  up  consoli- 
dated stock? 

Mr.  Merritt.  Yes. 

Mr.  Littleton.  Did  you  put  up  the  stock  which  j^ou  had  gotten  to 
represent  the  value  of  your  road  ? 

Mr.  Meeritt.  Yes,  sir ;  I  had  in  practically  everything  that  I  had. 

Mr.  Littleton.  As  collateral  to  the  indorsements  which  you  had 
made? 

Mr.  Merritt.  Yes. 

Mr.  L1TIT.ETON.  To  procure  funds? 

Mr.  Meebitt.  Yes,  sir. 

Mr.  Littleton.  Did  that  represent  the  entire  stock  which  had  been 
obtained  in  the  Consolidated  as  the  value  of  the  railroad  ? 

Mr.  Merritt.  Well,  yes,  it  did;  and  more,  too;  as  the  Mountain 
Iron  Co.,  and  practically  most  all  my  stock,  was  up. 

Mr.  Littleton.  How  much  did  you  have  up  as  collateral  to  secure 
the  four  hundred  and  odd, thousand  dollars? 

Mr.  Merritt.  I  do  not  remember  just  now.  I  know  that  in  my 
suit  with  Mr.  Rockefeller  afterwards  there  were  certain  companies 
which  went  in  after  this  August  28  contract  which  was  not  counted 
in  in  my  suit  with  Rockefeller.  By  the  way,  I  am  all  settled  with 
Rockefeller.  I  made  a  settlement  with  him  and  have  no  claim, 
directly  or  indirectly,  on  Mr.  Rockefeller.  So  the  stuff  that  I  had 
that  was  brought  in  in  that  suit  was  about  28,000  or  29,000  shares — 
that  is,  speaking  of  my  own — of  the  Consolidated  Co. 

Mr.  Littleton.  What  did  you  do  with  the  money  that  you  pro- 
cured on  these  indorsement?    Was  that  for  the  road? 

Mr.  Merritt.  Yes,  practically;  most  of  it.  That  is,  the  greater 
half  of  it,  I  think,  was  for  Wetmore  and  his  associates. 

Mr.  Littleton.  Did  you  have  collateral  contracts  which  bound 
this  collateral  to  the  incl'orFeir.ruts  that  ycu  had  made? 
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Mr.  Meeritt.  It  was  a  usual  New  York  note,  I  guess;  practically 

made 

Mr.  Littleton.  You  mean  a  collateral  note? 

Mr.  Meeeitt.  Made  on  demand.  That  is  the  way  it  proved  to  be, 
anyhow. 

Mr.  Littleton.  Did  the  suit  arise  by  an  effort  to  enforce  collection 
of  these  notes? 

Mr.  Meeeitt.  No;  my  suit  with  Eockefeller  was  on  misrepresenta- 
tions made,  after  I  had  found  out  just  how  things  were.  The  stuff 
that  I  had  was  put  up  on  one  of  these  New  York  notes,  where  they 
could  call  it;  and  if  you  did  not  have  the  money,  you  lost  your  stuff: 
that  is  all  there  was  to  it. 

Mr.  Littleton.  Was  your  collateral  sold  under  such  a  note? 

Mr.  Meeritt.  Well,  they  called  me,  and  I  could  not 

Mr.  Littleton.  Could  not  pay? 

Mr.  Mereitt.  I  could  not  come,  and  I  lost  it.    That  is  all. 

Mr.  Littleton.  The  collateral  was  taken? 

Mr.  Meeritt.  Yes. 

Mr.  L1TT1.ETON.  That  is,  the  collateral  you  had  put  up  ? 

Mr.  Meeeitt.  Yes. 

Mr.  Littleton.  Then  afterwards  you  brought  a  suit  against 
whom? 

Mr.  Mereitt.  I  brought  a  suit  against  John  D.  Rockefeller  and 
F.  T.  Gates,  his  private  secretary.  The  suit  was  afterwards  dis- 
missed as  to  Gates. 

Mr.  L1TTI.ET0N.  That  was  after  you  had  lost  your  collateral? 

Mr.  Mereitt.  Yes. 

Mr.  Littleton.  And  that  suit  was  for  misrepresentations? 

Mr.  Mereitt.  Yes. 

Mr.  Littleton.  In  what  particular? 

Mr.  IVIereitt.  Misrepresentations  made  on  the  worth  of  his  prop- 
erty— the  Spanish-American  and  the  Penoke  Gogebic  and  those 
Michigan  properties.  That  is,  I  took  their  representations  without 
examination. 

]\Ir.  Littleton.  At  what  valuation  did  those  properties  go  in? 

Mr.  Meeritt.  I  could  not  say  just  now. 

Mr.  Littleton.  Wliat  was  the  difference  that  you  claimed  be- 
tween their  actual  value  and  the  value  that  they  were  taken  at. 

Mr.  Merritt.  Of  course  in  my  suit  I  had  to  claim,  which  I  think 
was  right  at  that  time,  that  they  were  practically  worthless — the 
properties  that  he  put  in. 

Mr.  Littleton.  Your  suit  was  for  how  much? 

Mr.  Meeeitt.  I  do  not  know  just  exactly  now.  I  know  my  judg- 
ment, deli^'ered  to  me  in  the  United  States  court,  Judge  Rhyner  pre- 
siding, was  for  $94.0.000. 

Mr.  Littleton.  Yon  got  a  judgment  for  that  amount? 

Mr.  Meeritt.  Yes ;  I  got  a  judgment  for  that  amount. 

Mr.  Littleton.  Was  that  what  it  was  settled  at? 

Mr.  Meeeitt.  No,  sir. 

Mr.  Reed.  It  was  reversed. 

Mr.  Littleton.  Was  the  case  appealed? 

jMr.  Merritt.  The  case  was  reversed  by  the  Court  of  Appeals  and 
was  sent  back  for  retrial.  The  chief  claim  was  that  Judge  Rhyner 
had  not  allowed  the  question  of  values  to  go  in — the  agreed  values— 
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and  it  was  sent  back  for  retrial,  and  before  it  came  up  again  Mr. 
Rockefeller  proposed  a  settlement,  or  I  suppose  so.  It  came  from 
that  side. 

Mr.  Littleton.  Was  it  settled? 

Mr.  Meebitt.  Yes,  sir;  it  was. 

Mr.  Littleton.  When  your  collateral  was  sold  or  taken  did  you 
lose  all  your  interest  in  the  railroad? 

Mr.  Meeeitt.  Yes,  sir. 

Mr.  Littleton.  And  your  brother? 

Mr.  Meeeitt.  Yes,  sir. 

Mr.  Littleton.  You  had  no  more  stock  or  bonds  of  any  kind  in 
the  railroad? 

Mr.  Meeeitt.  No  more  stock  or  bonds;  no,  sir.  They  all  went 
into  the  consolidation. 

Mr.  Littleton.  That  property  became  the  property  of  the  con- 
solidated company.  It  was  already  the  property  of  the  consclidated 
company  ? 

Mr.  Meeeitt.  Yes. 

Mr.  Littleton.  And  your  ownership  of  the  stock  went  into  the 
hands  of  the  persons  from  whom  you  had  procured  this  money,  the 
loan? 

Mr.  Meeeitt.  Yes,  sir. 

The  Chaieman.  Mr.  Merritt,  right  at  that  point,  Mr.  Schwab  has 
estimated  the  holdings  of  the  United  States  Steel  Corporation  in 
the  Mesabi  Eange  at  approximately  $700,000,000.  How  did  the 
property  which  Rockefeller  got  from  you  as  collateral  for  less  than 
a  million  dollar  loan  compare  in  extent  and  value  with  this  property 
that  Mr.  Schwab  estimates  is  $700,000,000? 

Mr.  Reed.  Will  the  chairman  permit  me  to  object  to  that,  as  hav- 
ing no  bearing  whatever  on  any  question  of  violations  of  the  inter- 
state commerce  act? 

The  Chairman.  Yes;  you  may  object,  and  the  Chair  will  over- 
rule the  objection.    Now,  you  may  answer  it,  Mr.  Merritt. 

Mr.  Meeeitt.  I  really  think 

The  Chaieman.  Did  you  catch  the  question? 

Mr.  Meeeitt.  I  really  think,  Mr.  Stanley,  that  at  the  time  we 
tifrned  over  our  stuff  into  the  consolidated  company — ^I  mean  at  the 
time  we  turned  it  over,  not  after  a  lot  of  it  was  picked  out  and 
thrown  back,  like  State  leases  and  everything— Mr.  Schwab  was  not 
very  far  off. 

The  Chaieman.  How  did  the  property  which  Mr.  Rockefeller  got 
from  you  as  collateral  for  this  loan  of  some  several  hundred  thou- 
sand dollars — less  than  a  million  dollars — compare?  How  near  was 
that  property,  in  extent?  Is  that  the  same  property  the  Steel  Cor- 
poration now  owns  up  there?  Is  it  more  or  less?  How  does  it 
compare  ? 

Mr.  Meeeitt.  I  think  it  is  just  about  the  same.  Any  property 
they  have  gotten  since  is  to  make  up  for  some  other  =tuff  that  they 
threw  out. 

The  Chaieman.  It  is  practically  the  same  property? 

Mr.  Meeeitt.  Yes. 

Mr.  Reed.  May  I  suggest  that  the  chairman  bring  out  Avhether 
the  witness  knows  the  present  holdings  of  the  Steel  Corporation  ? 
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The  Chairman.  Do  you  know  the  holdings  of  the  Steel  Corpora- 
tion on  the  Alesabi  Range  now.  in  Minnesota  ? 

Mr.  Meeeitt.  I  could  not  name  every  one,  but  I  am  fairly  well 
acquainted  with  them. 

The  Chaiejian.  Have  you  been  all  over  that  range? 

Mr.  Meeritt.  Yes;  I  have. 

The  Chairman.  How  many  years  have  you  lived  on  it? 

Yiv.  Meeeitt.  Well,  it  commenced  a  good  many  years  ago. 

The  Chairman.  Did  you  and  your  brother  discover  that  range? 

Mr.  Meeritt.  Yes,  sir ;  we  were  one  of  the  discoverers. 

The  Chairman.  Now,  Mr.  Merritt,  who  suggested  to  you  that 
you  borrow  this  sum  of  less  than  $1,000,000  from  Mr.  Rockefeller 
on  call  ?  Or,  at  least,  that  you  borrow  this  money  ?  Who  suggested 
that  you  could  get  this  money  from  ilr.  Rockefeller?  How  did  you 
happen  to  think  that  you  could  get  the  money  from  Mr.  Rockefeller  ? 
Did  you  know  Mr.  Rockefeller  at  that  time? 

Mr.  Mereitt.  No,  sir ;  I  did  not  know  him ;  no. 

The  Chairman.  When  you  developed  this  property  and  built  this 
railroad  from  the  Mesabi  Ranjxe  down  to  the  Winnipeg  &  Duluth 
road,  did  you  think  anything  about  Rockefeller  or  know  anything 
about  him  then? 

Mr.  Merritt.  No,  sir ;  I  did  not. 

The  Chairman.  How  did  you  happen  to  find  out  that  Mr.  Rocke- 
feller would  let  you  have  a  million  dollars?  How  did  that  come 
iibout?     Just  tell  this  comniittee. 

Mr.  Meeeitt.  Well,  really,  it  came  in  little  by  little,  you  know. 
I  was  there  at  the  head  of  the  lake,  putting  that  road  down,  and  get- 
ting it  down  with  my  head  down  and  attending  to  business  there  and 
getting  traffic  contracts,  and,  really,  it  came  little  by  little. 

The  Cii.\n!.\rAN.  Who  iiav  you  the  siigoestion,  little  by  little,  as 
to  Rockefeller  ? 

Mr.  Meeeitt.  Really,  the  one  that  had  the  most  influence  in  get- 
ting me  to  believe  in  Mr.  Rockefeller  was  Alexander  McDougall, 
and  a  fellow  by  the  name  of  K.  D.  Chase. 

Thp  ("iiAiiniAN.  What  did  they  tell  you  about  him? 

Mr.  Meeritt.  They  told  me  he  was  all  right. 

The  Chairman.  Did  anybody  else  say  anything  to  you  ?  Did  you 
have  any  conversation  with  a  Mr.  Gates'  about  him? 

Mr.  Meeeiti'.  Well,  that  was  later,  before  the  consolidation  was 
consummated. 

The  Chairman.  What  did  Gates  tell  you  about  Rockefeller? 

Mr.  I\lEr!T:iTT.  He  never  told  me  anything  but  that  he  was  all  rifht. 

The  Chairman.  How  all  right?  What  kind  of  a  man  did  he  lay 
he  was?  A  good  man  or  a  bad  man,  a  wicked  man  or  a  fair  m^n? 
TeU  me  what  he  said  about  him. 

Mr.  Merritt.  Well,  he  said  he  was  all  right. 

Mr.  Reed.  I  know  the  chairman  wants  to  be  perfectly  fair  in  this 
as  he  has  been  in  other  things.  ' 

The  Chairman.  I  do. 

Mr.  Reed.  And  I  am  sure  he  will  not  object  to  my  inquiry  how 
this  can  have  any  bearing  on  violations  of  the  interstate  commerce 
act. 

The  Chairman.  I  will  be  delighted  to  tell  the  gentleman.  This  is 
merely  what  you  might   call   preparatory.     It   is   incidental,   in  a 
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way.     It  leads  up  to  other  questions,  and  I  will  make  it  competent 
further  on. 

Mr.  Reed.  The  chairman  feels,  then,  that  this  will  fairly  bear  on 
that  question? 

The  Chairman.  Yes;  it  will  fairly  bear  on  it.  It  is  really  explana- 
tory. 

Tell  me  about  Mr.  Gates,  and  what  he  said  to  you. 

Mr.  Mereitt.  When  we  talked  about  the  consolidation,  and  before 
they  consolidated  down  there,  I  went  to  New  York  myself.  I  was 
against  the  consolidation — that  is,  on  those  terms 

The  Chairman.  Yes. 

Mr.  Merritt.  I  was  willing  to  put  my  property  in  and  take  stock. 
That  was  my  idea  of  consolidation ;  and  I  thought  that  Mr.  Rocke- 
feller should  put  his  stuff  in  and  show  his  confidence  in  his  stuff  by 
taking  stock  instead  of  bonds,  which  were  a  mortgage  on  my  stuff 
that  was  clear.  I  objected  in  no  uncertain  terms  to  Mr.  Gates.  I 
never  met  Mr.  Rockefeller. 

The  Chairman.  You  talked  to  Mr.  Gates? 

Mr.  Merritt.  To  Mr.  Gates — Frederick  T.  Gates. 

The  Chairman.  What  did  Gates  say? 

Mr.  Merritt.  Gates  told  me  that  Mr.  Rockefeller  knew  his  prop- 
erties, and  knew  them  to  be  good  properties,  and  did  not  know  our 
properties,  and  that  as  soon  as  he  knew  our  properties  he  agreed- 
to  convert  his  bonds  into  stock,  and  I  must  say,  foolishly  now,  I  con- 
sented. 

The  Chairman.  What  relation  did  he  have  to  Rockefeller? 

Mr.  Merritt.  He  was  his  private  secretary. 

The  Chairman.  What  was  this  man  Gates's  business?  How  did 
he  make  a  living,  anyway  ? 

Mr.  Merritt.  He  attended  to  the  charities,  as  I  understood.  He 
attended  to  the  charity  part  of  Mr.  Rockefeller's  gifts. 

The  Chairman.  He  decided  what  institutions  were  most  worthy 
of  the  munificence  of  this  millionaire  ? 

Mr.  Merritt.  That  is  what  I  understood.  Of  course  I  never  dealt 
with  him  in  that  line. 

The  Chairman.  Did  he  do  any  preaching? 

Mr.  Merritt.  He  was  a  Baptist  preacher. 

The  Chairman.  Serving  the  Lord  and  John  D.  Rockefeller. 
[Laughter.]  You  finally  were  persuaded  that  Mr.  Gates  was  right, 
and  did  as  he  suggested  ? 

Mr.  Merritt.  Yes,  sir. 

The  Chairman.  When  you  consolidated  these  companies  you  had 
a  call  loan.  Did  Mr.  Gates  tell  you  anything  about  that  call  loan, 
and  when  Mr.  Rockefeller  would  probably  need  that  money?  Did 
he  tell  you  whether  he  would  be  able  to  loan  you  $800,000  or  $900,000 
to  remain  out  of  his  business  for  any  areat  length  of  time?  Did  he 
explain  to  you  whether  Mr.  Rockefeller  was  able  to  spare  so  much 
money  for  several  years  or  not,  and  when  this  money  would  probably 
be  called  ? 

Mr.  Merritt.  The  call  loan,  as  I  understand  it,  was  for  $420,000. 
The  first  that  I  heard  about  it,  I  got  a  telegram  from  my  brother  in 
New  York,  saying  that  we  had  22  or  24  hours  to  raise  the  $420,000. 

The  Chairman.  Did  the  telegram  explain  why  Mr.  Rockefeller 
was  in  such  urgent  need  of  that  money  ? 
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Mr.  jNIereitt.  Xo. 

The  Chairman.  It  did  not? 

Mr.  Meehitt.  No  ;  it  did  not. 

The  Chairman.  Did  they  tell  you  whether  or  not  this  loan  would 
be  called  in  that  way  when  you  got  it? 

Mr.  ^Iereitt.  Xo,  sir.  .  ,i    ,  j.  » 

The  Chairman.  Did  Mr.-  Gates  say  anything  about  that  to  you? 

Mr  ]\Ierritt.  No,  sir;  I  never  expected  such  a  thing.  I  had  the 
assurance  at  that  time  that  I  would  be  treated  fairly  before  I  would 
put  up  my  collateral,  which  I  believed  of  course;  but  when  the  order 
came  for  the  $420,000,  of  course  I  knew  what  that  meant. 

The  Chairman.  How  long  was  it  after  you  put  up  the  collateral 
which  represented  your  ownership  and  the  ownership  of  your  brother 
in  this  vast  property,  until  Mr.  Rockefeller  wanted  this  money  in  24 
hours  ? 

Mr.  Mbeeitt.  Well,  Mr.  Stanley,  I  could  not  tell  you  just  how  long. 

The  Chairman.  I  mean,  was  it  a  year?  Give  it  approximately. 
"Was  it  5  years,  10  years,  or  2  years? 

Mr.  Merritt.  No,  no.     It  was  that  same  winter  of  1893-94. 

The  Chairman.  The  same  year? 

Mr.  Merritt.  The  winter  of  1893-94. 

The  Chairman.  Do  you  know  who  was  Mr.  Rockefeller's  attorney 
at  that  time?    Do  you  know  who  his  personal  representative  was? 

Mr.  Merritt.  Yes,  sir. 

The  Chairman.  Who? 

Mr.  Merritt.  Mr.  George  Welwood  Murray. 

The  Chairman.  How  do  you  know  that  ? 

Mr.  Merritt.  AVell,  Avhen  we  did  business  in  New  York,  we  gen- 
erally went  to  Mr.  Murray's  office  or  he  came  there  to  26  Broadway. 

The  Chairman.  Have  you  any  papers  indicating  Mr.  Murray's  re- 
lation with  Mr.  Rockefeller  at  that  time? 

Mr.  Merritt.  I  have  a  settlement  with  Mr.  Rockefeller  to  which 
Mr.  Murray  was  a  witness,  I  think. 

The  Chairman.  Acting  for  him?    Will  you  produce  those  papers? 

Mr.  Merritt.  He  appeared  as  attorney  for  Mr.  Rockefeller  in  my 
case — the  firm  of  Howland,  Murray  and  somebody  else,  I  do  not 
know  just  exactly  who. 

The  Chairman.  How  much  did  you  get  on  that  settlement? 

Mr.  Merritt.  I  got  $500,000.  1  was  to  have  $525,000  really,  in- 
cluding some  other  settlements,  cases  that  were  settled  and  which 
were  not  tried.    I  was  to  get  that  in  cash. 

The  Chairman.  How  much  did  you  get? 

Mr.  Merritt.  I  got  $525,000. 

The  Chairman.  Out  of  all  that  property  ? 

Mr.  Merritt.  Yes,  sir. 

The  Chair jian.  Have  you  those  settlements  here  or  copies  of  them? 

Mr.  Merritt.  Yes,  sir. 

The  CiiAiRJiAN.  Or  the  original  papers? 

Mr.  Merritt.  Yes ;  I  think  I  have. 

The  Chairman.  Will  you  produce  them  ? 

Mr.  Merritt.  I  will  have  to  look  and  see. 

The  Chairman.  I  say,  will  vou  produce  them? 

Mr.  Reed.  Have  you  the  paper  that  was  filed  with  the  records  at 
the  time  of  the  settlement  ? 
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Mr.  Meebitt.  Yes ;  I  think  I  have. 

Mr.  Murray.  "Which  you  signed  ? 

Mr.  Eeed.  Which  you  signed  at  the  time  ? 

Mr.  Mereitt.  Yes ;  I  have  that  right  here. 

The  Chairman.  Read  the  signatures  there  and  see  if  V^r.  Eocke- 
feller's  signature  is  there. 

Mr.  Merritt.  This  is  a  paper  that  Mr.  Rockefeller  gave  to  me 
right  there. 

The  Chairman.  Is  that  his  signature  ? 

Mr.  Merritt.  That  is  his  signature ;  yes,  sir. 

The  Chairman.  "Who  witnessed  Mr.  Rockefeller's  signature  in 
this  case? 

Mr.  Mereitt.  I  think  it  was  Mr.  Murray.     It  is  on  there. 

Mr.  Gardner.  Does  he  witness  it  as  counsel,  or  as  a  witness? 

The  Chairman.  As  a  witness  in  this  case. 

Mr.  Gaedner.  I  mean  in  this  particular  case. 

The  Chairman.  As  a  witness. 

Mr.  Littleton.  In  his  presence?  ' 

Mr.  Gardner.  And  not  as  counsel  ? 

The  Chairman.  No. 

Now,  the  other  paper.     Let  me  have  that  paper  there  [indicating]. 

(At  this  point  two  papers  were  handed  to  the  chairman.) 

The  Chairman.  I  believe  this  paper  [indicating]  is  signed  by  all 
the  Merritts,  in  the  final  settlement  ? 

Mr.  Merriti'.  Yes,  sir. 

The  Chairman.  This  is  an  affidavit  or  statement  made  by  the 
whole  Merritt  family  in  final  settlement  with  Mr.  Rockefeller.  Is 
that  right? 

Mr.  Meeeitt.  Yes,  sir. 

The  Chaieman.  I  will  ask  you  if  that  is  signed  by  Merritt  M. 
Clark  and  Joseph  B.  Cotton,  and,  as  to  John  D.  Rockefeller,  George 
Welwood  Murray? 

Mr.  Meeeitt.  Yes,  sir. 

The  Chaieman.  And  it  is  also  signed  by  Mr.  Rockefeller.  Is 
that  right? 

Mr.  Merritt.  That  is  right. 

The  Chairman.  Now,  Mr.  Merritt,  after  this  settlement  was  finally 
made,  up  to  the  time  this  suit  was  terminated,  what  position  did 
you  hold  with  this  road? 

Mr.  Merritt.  You  mean  after  the  settlement  was  made  ? 

The  Chairman.  Yes ;  up  to  the  time  it  was  made. 

Mr.  Merritt.  Oh,  I  quit  at  the  annual  meeting. 

The  Chairman.  Did  you  go  to  New  York  after  that,  or  to  Duluth? 

Mr.  Mereitt.  No.  The  officers  were  there  in  Duluth — the  presi- 
dent. 

The  Chaieman.  I  will  ask  you  if  you  had  any  conversation  with 
this  minister  of  the  gospel,  the  Rev.  Dr.  Gates,  with  reference  to 
continuing  to  act  as  president  of  this  railroad  ? 

Mr.  Meeeitt.  On  the  4th  or  6th  of  February  the  annual  meeting 
was  held.  I  forget  now.  It  was  either  on  one  of  those  two  dates, 
in  1894.  After  we  had  settled  up  all  the  business,  and  they  had 
ratified  my  contracts,  both  written  and  oral,  why  that  closed  the 
matter  as  far  as  I  was  concerned,  and  of  course  the  directors  then 
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had  to  elect  a  new  man.  When  I  went  out  in  the  hall — ^you  asked 
me  about  the  conference  ? 

The  Chairman.  Yes;  with  Mr.  Gates. 

Mr.  Meeritt.  I  think  that  is  the  only  man  that  I  had  any  conversa- 
tion with — Mr.  Gates.  I  went  out  in  the  hall  and  Mr.  Gates  followed 
me  out  and  told  me  that  they  wanted  me  to  stay  president  of  that  road 
another  year.  He  said  that  Mr.  Rockefeller  had  great  confidence  lu 
me,  and  so  on.  and  said  that  I  could  reach  the  fellows  on  the  range, 
the  explorers  and  mine  owners,  and  could  get  traffic  contracts  for  uie 
railroad  that  JDrobably  no  other  fellow  could  get — which  I  think  was 
so,  in  a  way.  I  being  one  of  the  boys. 

The  Chair jfAx.  What  salary  did  that  road  pay  its  president? 

Mr.  Mereitt.  I  do  not  know.    I  do  not  know  what  it  pays. 

The  Chairman.  At  that  time? 

Mr.  Merritt.  They  paid  me  $5,000  afterwards  for  that  year's 
work— $5,000. 

The  Chairman.  What  reply  did  you  make  to  Mr.  Gates? 

Mr.  Merritt.  Well,  I  told  Mr.  Gates — I  was  quite  worked  up  and 
vexed,  but  I  guess  I  told  him  the  truth — I  told  him  I  could  not 
retain  my  manhood  and  work  for  Mr.  Rockefeller,  in  short. 

Mr.  Gardner.  When  was  this? 

Mr.  Merritt.  This  was  on  the  4th  or  6th  of  Februarj',  1894. 

Mr.  Gardner.  After  or  before  the  execution  of  this  [referring  to 
paper] ? 

Mr.  Merritt.  Oh,  before ;  long  before.  So  I  walked  out.  I  did  not 
work  for  them.  That  is  the  last  conversation  I  had  with  Mr.  Gates  to 
my  memory. 

Mr.  McGillicuddy.  I  would  like  to  ask  one  question.  What  was 
the  time  of  this  Rockefeller  call  loan?  What  was  the  date  of  it, 
about? 

Mr.  Merriit.  Well,  it  was  in  the  fall  I  thinlv  in  the  fall  of  1893. 

Mr.  McGillicuddy.  Now.  about  what  was  the  amount  of  that  loan? 

Mr.  Merritt.  $420,000.    I  think  that  is  what  came  through  the 

Mr.  McGillicuddy.  And  you  gave  a  note  for  that  loan  ? 

Mr.  Mereitt.  Yes,  sir;  I  really  gave  my  brother  authority  to  sign, 
and  put  up  my  collateral. 

Mr.  ^IrGiLLicuDDY.  It  was  in  the  form  of  a  note  with  collateral 
security  ? 

Mr.  Merritt.  Yes,  sir;  with  collateral  security. 

Mr.  ilcGiLLicuDDY.  And  payable  on  demand? 

Mr.  Mereitt.  Yes.  sir.    It  was  one  of  those  New  York  notes. 

Mr.  McGillicuddy.  Did  you  have  any  verbal  assurances  as  to  how 
long  it  might  run  without  being  called? 

Mr.  Merritt.  Really,  I  did  not  have.  I  did  not  suppose  I  had  to 
have.    No,  sir.    I  know  better  now. 

Mr.  ^McGillicuddy.  I  understand,  as  a  matter  of  fact,  there  were, 
no  verbal  assurances? 

Mr.  Merritt.  No,  sir;  no  verbal  assurances. 

Mr.  ISIcGiLLicuDDY.  Was  there  any  verbal  assurance  that  you  would 
not  be  pre-sed  suddenly  for  the  collection  of  that  loan? 

Mr.  Merritt.  Why 

Mr.  McGillicuddy.  Were  you  in  any  way  given  to  understand  by 
Mr.  Rockefeller  or  anybody  representing  him  that  you  would  not  be 
suddenly  pressed  for  the  payment  of  that  lean  ? 
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_  Mr.  Meeeitt.  I  will  tell  you.  When  I  put  mv  stuff  in,  and  ob- 
jected to  putting  it  in  and  taking  stock,  I  told  Mr.  Gates  that  I  ob- 
jected to  putting  it  in  because  I  might  want  to  raise  money  on  the 
collateral,  and  that  it  would  not  be  good  collateral  with  that  mort- 
gage. I  think  the  Rockefeller  mortgage  was  $3,000,000  over  our 
stuff;  and  he  assured  me  there  would  be  no  difficulty  about  that,  and 
told  mfe — and  it  will  appear  in  the  records  of  my  trial  against  him 
that  I  stated  that  he  told  me— that  a  fellow  could  borrc^w  50  cents  on 
the  dollar  on  that  stuff  in  New  York,  and  that  they  would  lend  40, 
or  something  like  that,  on  it.  That  was  to  quiet  me  in  case  I  Would 
want  any  money.  And  he  asked  me  how  much  I  would  want,  and  I 
told  him  I  did  not  know  that  I  would  want  any. 

Mr.  McGiLLicuDDY.  Outside  of  that,  then,  you  were  not  given  any 
assurance  but  that  this  loan  would  be  called  at  any  time  ? 

Mr.  Meeeitt.  No,  sir. 

Mr.  McGiLLicTJDDY.  How  long  did  it  actually  run  before  it  was 
called? 

Mr.  Meeeitt.  Well,  proljably  not  over  two  months. 

Mr.  McGiLLicuDDY.  Not  over  two  months  ? 

Mr.  Meeeitt.  Yes ;  something  like  that. 

Mr.  McGillicuddy.  Did  you  at  the  time  you  made  the  loan  under- 
stand yourself  that  it  was  to  be  of  shoTt  duration  or  long  ?  • 

Mr.  Meeeitt.  I  was  given  to  understand  that  they  would  take  caie 
of  me. 

Mr.  McGillicuddy.  For  a  long  time  ? 

Mr.  Meeeitt.  Well,  I  had  put  up  my  collateral 

Mr.  McGillicuddy.  And  that  is  what  you  were  using  it  for? 

Mr.  Meeeitt.  As  a  matter  of  form  I  put  up  cbllateral.  I  was  not 
fool  enough  to  put  it  up  unless  I  had  some  assurance. 

Mr.  McGillicuddy.  In  the  two  months  before  it  was  callfed,  was 
your  property  in  danger  of  shrinking,  so  that  the  owner  of  the  loan 
would  become  alarmed,  or  have  cause  to  become  alarmed,  because  of 
that? 

Mr.  Meeeitt.  I  think  the  property  was  really  enhancing  in  value. 

Mr.  McGillicuddy.  So  tha.t  the  security  was  in  no  way  lessening 
in  the  hands  of  Mr.  Eockef eller  ? 

Mr.  Meeeitt.  No,  sir. 

Mr.  McGiLCUDDY.  As  a  matter  of  fact,  it  was  enhancing  very 
rapidly  at  the  time  he  made  the  call  for  that  money  ? 

Mr.  Meeeitt.  No  ;  no,  really.    No ;  it  was  not. 

Mr.  McGillicuddy.  Do  you  know  of  any  reason  why  he  should 
call  for  that  loan  suddenly  as  he  did,  in  24  hours  ? 

Mr.  Meeeitt.  He  wanted  to  get  the  upper  hand  of  me.  That  is 
all.    He  wanted  that  property.    That  is  the  only  reason  I  know. 

Mr.  McGillicuddy.  Did  he  give  any  reason  why  his  representa- 
tives should  want  that  money  so  suddenly  as  that  ? 

Mr.  Meeeitt.  Not  to  me.  I  just  got  the  telegram,  and  I  hustled 
around  and  tried  to  raise  the  money. 

Mr.  McGriLLicuDDY.  And  in  that  time  you  were  unable  to  raise  it  ? 

Mr.  lyj^EEEiTT.  Yes ;  I  was  unable  to  raise  it. 

Mr.  McGillicuddy.  And  the  result  was  that  Mr.  Eockefeller  gut 
possession  of  the  property  which  you  had  put  up  as  security  ? 

Mr.  Meeeitt.  Yes,  sir. 
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Mr.  Eeed.  May  I  suggest  a  question  to  the  witness,  as  to  whether 
Mr.  Rockefeller  did  not  give  him  an  option  to  repurchase  that  same 
stock  at  any  time  within  a  year  after  that  at  the  price  paid  for  it  by 
Mr.  Eockefeller? 

Mr.  Merbitt.  Yes,  sir;  if  is  a  fact.  It  is  a  fact,  too,  that  he  gave 
out  to  parties  in  Cleveland  that  asked  about  it,  and  some  parties  with 
whom  I  tried  to  negotiate,  or  attempted  to  negotiate,  that  he  had 
some  stuff  that  cost  him  $10  a  share,  and  it  was  not  worth  $5 — and 
I  could  not  get  a  blame  soo-markee. 

Mr.  McGnxicuDDY.  And  was  this  your  security  he  was  repre- 
senting that  in  regard  to? 

Mr.  Meeeitt.  Well,  he  said  it  was  his  own. 

Mr.  McGiLLicuDDY.  It  would  be  his  own  after  he  took  it  under 
that  forfeiture,  would  it  not?  I  mean,  was  it  the  same  property 
that  he  got  from  you,  that  he  represented  as  you  now  state? 

Mr.  Merkitt.'  Yes,  sir. 

Mr.  McGiLLicuDY.  And  because  of  those  representations  you  were 
unable  to  raise  the  money.  You  could  not  repurchase.  Is  that  the 
idea? 

Mr.  Merritt.  I  think  it  was,  in  a  way. 

Mr.  McGiLLiCTJDDY.  And  that  is  why  you  could  not  repurchase 
under  this-  agreement  that  couftsel  has  spoken  of.     Is  that  the  fact  ? 

Mr.  Merritt.  That  is  really  the  fact,  that  I  could  not  deal  with 
Porter,  and  I  could  not  deal  with  anybody. 

Mr.  McGiLLicuDDY.  Do  you  know  of  any  reason  why  Mr.  Eocke- 
feller should  make  these  representations  with  reference  to  that  stock 
that  he  got  from  you? 

Mr.  Merritt.  Well,  only  to  make  me  hardup. 

Mr.  McGnxiCDDDY.  That  is  what  I  mean. 

Mr.  Merritt.  Sure. 

Mr.  McGiLLiCTTDY.  Do  you  know  of  any  other  reason? 

Mr.  Merritt.  Xo  ;  I  do  not  know  of  any  other  reason.  Of  course 
I. have  settled  my  matters  with  ilr.  Eockefeller,  and  him  and  I. are 
friendly  now,  you  know,  according  to  agreement. 

Mr.  Dan  forth.  Did  vou  give  this  demand  note  or  notes  to  secure 
this  $420,000  to  Eockefeller? 

Mr.  Merritt.  I  think  so.     I  am  sure  of  it. 

Mr.  Danforth.  Do  you  not  know  to  whom  you  gave  notes  of  that 
size? 

Mr.  Merritt.  I  am  sure  it  went  to  Eockefeller. 

Mr.  Daneorth.  And  you  put  up  as  collateral  these  securities  that 
you  have  mentioned? 

Mr.  Merritt.  Yes,  sir. 

Mr.  Dan  FORTH.  Stock  in  these  consolidated  companies? 

Mr.  Merritt.  Consolidated  stock. 

Mr.  Danforth.  And  you  say  that  because  of  his  representations  in 
regard  to  other  property  that  you  had,  and  that  vou  wanted  to  sell 
to  get  money  to  buy  these  stocks  back,  the  market  was  spoiled  for 
these  other  securities.     Is  that  right? 

:Mr.  Merritt.  Well,  on  account  of  his  representation  of  the  worth 
of  the  property ;  and  I  really  think  he  said :  "  Hands  off  "  to  the 
moneyed  fellows,  and  they  dared  not  go  ahead.  He  was  the  money 
trust. 
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Mr.  Gardner.  Is  there  a  money  trust,  then,  too? 

Mr.  Merritt.  I  think  so ;  yes,  sir.     I  think  so,  just  about  tliat  time. 

Mr.  Gardner.  What  year  was  that? 

Mr.  Merritt.  1893. 

Mr.  Gardner.  Now,  Mr.  Merritt,  you  expected  Mr.  Rockefeller 
to  take  care  of  you  for  a  considerable  length  of  time,  did  you,  on  that 
loan  ? 

Mr.  Merritt.  Well,  until  I  could  get  around.  I  did  not  expect 
it  to  be  a  permanent  loan. 

Mr.  Gardner.  Why  did  you  not  put  the  loan  on  time  instead  of 
on  call,  then?  Call  loans  usually  mean,  I  take  it,  money  that  may 
be  called  at  any  minute. 

Mr.  Merritt.  I  think  that  is  a  pretty  usual  way  of  using  western 
men  in  New  York;  that  is,  to  get  him  to  give  a  New  York  note  on 
call.  That  is  my  experience,  and  I  guess  it  is  the  experience  of  a 
good  many  other  fellows  that  went  to  New  York. 

Mr.  Gardner.  What  does  "call "  mean  ?  Does  it  mean  that  it  is 
to  run  along  for  several  months,  or  to  be  called  when  it  is  wanted? 

Mr.  Merritt.  It  is  pretty  near  what  it  says. 

Mr.  Gardner.  And  that  you  understood  when  you  made  the  agree- 
ment, did  you  ? 

Mr.  Merritt.  Why,  certainly,  I  understood  that  kind  of  note; 
but  I  had  the  assurance  that  it  would  not  be  called,  and  I  believed 
them. 

Mr.  Gardner.  You  had  the  assurance  from  the  Rev.  Mr.  Gates 
that  the  note  did  not  mean  what  it  said  it  meant  ? 

Mr.  Merritt.  Why,  it  is  usual.  I  put  my  note  in  a  bank  in  Du- 
luth  the  other  day  for  a  call  loan,  with  the  assurance  that  it  was  a 
mere  matter  of  form. 

Mr.  Gardner.  ^Vhat  interest  were  you  paying  on  this  call  loan? 

Mr.  Merritt.  I  would  not  say.     I  do  not  remember. 

Mr.  Gardner.  It  seems  natural,  if  the  loan  was  to  be  carried  for 
a  gTeat  length  of  time,  that  it  v\-ould  have  been  put  on  time,  would 
it  not? 

Mr.  Merritt.  Well,  I  really  do  not  know. 

Mr.  Gardner.  When  you  entered  into  the  agreement  you  knew  per- 
fectly well  that  that  loan  might  be  called  at  any  minute? 

Mr.  Merritt.  No;  I  will  be  darned  if  I  would  have  put  the  stuff 
in  if  I  knew  it  was  on  call.    I  was  not  fool  enough  for  that. 

Mr.  Gardner.  You  have  been  a  business  man  all  your  life  ? 

Mr.  Merritt.  I  am  a  kind  of  a  lumberjack. 

Mr.  Gardner.  You  know  what  call  money  means  ? 

Mr.  Merritt.  Sure ;  I  know  what  call  money  means,  now.  [Laugh- 
ter.] 

Mr.  Gardner.  And  you  did  when  you  signed  that  note,  did  you 

not?      . 

Mr.  Merritt.  No  ;  I  did  not  know  it  in  that  way. 

Mr.  Gardner.  You  did  not  know  a  call  loan  was  liable  to  be  called 
when  you  signed  that  paper?  ,  .    i     „ 

Mr.  Merritt.  Well,  I  will  tell  you.  I  was  a  kind  ot  an  innocent 
sort  of  a  duck,  and  I  believed  the  man.    When  he  said  a  thing  I 

believed  it.  .         .   •  , 

Mr.  Gardner.  You  believed  the  Baptist  minister, 
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Mr.  Meekitt.  Yes.  -ir;  I  did.  I  do  not  blaiiu'  Mr.  Rockefeller. 
I  blame  that  Baptist  minister,  in  a  way,  although  Mr.  EockeMler 
profited  by  the  Baptist  minister's  representation. 

Mr.  Gardner.  It  ^eems  to  me  a  call  loan  is  liable  to  be  callecj.  I 
do  not  pretend  to  ri^  al  your  knowledge  of  business.  I  am  only  a 
politician:  but  I  supposed  the  meaning  of  a  call  loan  was  that  it 
was  liable  to  be  called.  I  think  you  said,  in  response  to  a  question 
of  mine,  that  this  was  along  in  1896  that  you  determined  to  have 
no  further  relations  with  Mr.  Rockefeller? 

Mr.  Merrii-t.  You  see,  it  took  quite  a  long  while  to  fight  the  suit 
through;  and  then  it  had  to  go  to  the  Court  of  Appeals,  and  it 
stayed  there  until  later;  and  then  they  sent  it  back  for  retriai._  Then 
I  scratched  around  to  try  to  get  money  to  fight  it  over  again,  and 
then  the  tip  came  that  they  Avould  make  settlement,  and  that  is  the 
settlement  over  there  [indicating]. 

Mr.  Gardner.  I  notice  that  part  of  the  settlement  reads  as  fol- 
lows : 

And  as  part  of  this  agreement,  aud  one  of  the  consiaerattons  moving  Mr. 
Rockefeller  thereto.  Messrs.  Merritt  do  and  will  continue  to  extend  their  hearty 
good  will  and  continned  friendly  relations  to  Jlr.  Rockefeller  and  to  the  various 
companies  lif^rein  mentioned,  in  which  companies  he  is  understood  to  be  inter- 
ested. 

What  did  that  mean — to  continue  your  friendly  relations? 

Mr.  iVlERRiTT.  It  meant  just  what  it  said, 

Mr.  Gardner.  That  your  relations  were  friendly? 

Mr.  Merritt.  I  ha-\e  been  friendly  with  Mr.  Rockefeller.  When 
I  am  on  the  witness  stand  I  have  to  tell  the  truth,  don't  I? 

Mr.  Gardneh.  Yes;  but  on  this  agreement  yoti  were  not  friendly 
at  the  time  the  agreement  was  drawn  up. 

^Ir.  Merrttt.  Well,  no ;  I  was  not  friendly. 

'Sir.  Gaeiiner.  What  is  the  meaning  of  that — "  continued  friendly 
relations ""  ■ 

Mr.  Merritt.  Well,  just  about  as  it  reads.  I  did  not  calculate  to 
have  any  business  relations  with  him  in  any  way. 

IMr.  Gardner.  Yott  did  not  calculate  to  extend  your  good  will 
toward  the  companies  in  which  he  was  interested  ? 

Mr.  Meeeitt.  Well.  I  think  I  have.  Yes;  I  think  I  have.  I  think 
I  have  kept  my  mouth  shut  a  good  many  times  when  I  mijght  have 
opened  it.     I  think  I  have  lived  up  to  it. 

Mr.  Gardner,  This  settlement  was  fcjr  $."2.',000.  What  was  the 
amoimt  of  the  call  loan? 

Mr.  Merritt.  I  think  it  was  $420,000. 

Mr.  Gardner.  You  say  that  you  could  not  raise  $42O,O0O  on  this 
Aery  valuable  pro]5erty  because  Mr.  Rockefeller  lied  about  it? 

Mr.  Merritt.  If  I  am  allowed  to  answer  the  question  in  my  own 
way 

Mr.  Gardner.  I  did  ndt  mean  to  put  words  into  your  mouth.  I 
will  say  because  Mr.  Rockefeller  misstated  the  fact. 

Mr.  Merritt.  When  I  got  that  word  I  went  over  to  see  Capt.  Sell- 
wood,  who  was  then.  I  think,  president  of  the  Duluth  &  Iron  Range 
road.     I  laiew  the  captain  well. 

Mr.  Gardner.  Was  he  a  part  of  the  money  trust? 

Mr.  Merritt,  No ;  he  is  not.  He  represented  Porter.  I  told  Capt. 
Sellwood  that  I  would  sell  him  the  majority  stock  in  the  consolidated 
company  for  $14  a  share. 
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Mr.  Gardner.  How  much  would  that  make  for  the  majority  stock? 

Mr.  Merritt.  I  do  not  know.  That  is  the  sum  I  would  have  to 
redeem  that  Mr.  Murray  spoke  about. 

Mr.  Gardner.  How  much  money,  I  mean,  would  that  be? 

Mr.  Murray.  He  could  redeem  at  $10. 

Mr.  Merritt.  I  could  redeem  at  $10.  I  figured  how  much  it  would 
be  many  times.    It  was  in  the  hundreds  of  thousands  of  dollars. 

Mr.  Gardner.  And  you  offered  it  to  Capt.  Sellwood  at  $14  when 
you  had  the  redeeming  power  at  $10  ? 

Mr.  Merritt.  Yes ;  and  he  said :  "  Sit  down  here  and  I  will  com- 
municate with  Porter."  That  was  when  I  was  trying  to  raise  the 
monay.  He  says,  "  Porter  will  take  that."  That  was  H.  H.  Porter, 
of  the  rival  road.    They  both  now  belong  to  the  Steel  Trust. 

Mr.  Gardner.  Which  road  do  you  mean? 

Mr.  Merritt.  The  Iron  Eange  road  that  Porter  was  president  of. 
So  I  sat  down  there,  and  he  wrote  a  telegram  out.  He  says,  "  Sit 
down  and  we  will  hear  in  15  minutes."  I  took  out  my  watch  and 
watched,  and  in  9  minutes  I  got  word  back  that  Porter  would  not 
take  it.  I  could  not  raise  it  at  the  bank,  although  I  had  all  that 
collateral  that  I  could  have  put  up  in  the  First  National  and  in  the 
American  Exchange. 

Mr.  Gardner.  And  you  think  they  were  acting  under  Mr.  Rocke- 
feller's orders? 

Mr.  Merritt.  No  ;  I  do  not  think  so.  No ;  I  do  not  think  so ;  but  I 
think  Porter  was. 

Mr.  Gardner.  Although  he  was  a  rival  concern  ? 

Mr.  Merritt'.  Yes ;  although  he  was  a  strong  man.  But  it  was  my 
idea  about  that  time,  and  I  think  I  am  right,  that  Rockefeller  said 
"  Hands  off ;  that  fellow  is  my  meat,"  and  he  dare  not  touch  it. 

Mr.  Gardner,  He  did  not  want  to  have  any  trouble  with  Mr.  Rocke- 
feller, you  mean? 

Mr.  Merritt.  Yes. 

Mr.  Gardner.  Do  you  not  think  it  is  rather  extraordinary,  if  this 
proposition  appealed  to  business  men  as  much  as  such  a  valuable 
proposition  would,  if  you  are  correct  as  to  its  value,  that  there  was  not 
outside  capital  in  Cleveland  that  would  take  it — or  wherever  you 
went  to  the  banks.    I  think  you  said  Cleveland,  did  you  not  ? 

Mr.  Merritt.  No  ;  not  Cleveland.    The  Cleveland  banks  did  not 

Mr.  Gardner.  What  banks  did  you  go  to  ? 

Mr.  Merritt.  I  did  not  go  to  any  banks.  I  was  talking  with  fel- 
lows who  thought  they  could  interest  Cleveland  capitalists. 

Mr.  Gardner.  But  you  just  mentioned  two  banks. 

Mr.  Merritt.  The  American  Exchange  and  the  First  National 
Bank  of  Duluth. 

Mr.  Gardner.  Of  Duluth? 

Mr.  Merritt.  Yes. 

Mr.  Gardner.  You  did  not  go  beyond  that  to  see  whether  you  could 
raise  the  money? 

Mr.  Merritt.  No;  I  did  not.  I  will  tell  you.  Eighteen  hundred 
and  ninety-three  was  a  pretty  hopeless  time  to  raise  $420,000  in  24 
hours. 

Mr.  Gardner.  I  suppose  it  could  have  been  raised  on  certain  classes 
of  securities,  could  it  not,  at  that  time? 

Mr.  Merritt.  Well,  by  golly,  I  had  the  best. 

■  17042— No.  25—11 4 
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The  Chairman.  Mr.  Merritt,  these  transactions  were  between  you 
and  your  brother,  were  they  not,  and  Mr.  Rockefeller  ? 

Mr.  Merritt.  Yes. 

The  Chairman.  When  they  came  to  make  settlements  were  you  able 
to  settle  by  you  and  your  brother  signing  the  papers,  or  did  it  require 
anybody  else  to  sign? 

Mr.  Merritt.  The  way  that  came  about,  and  the  way  I  looked  at 
it,  was  this :  My  first  tip  was  that  I  could  get  $500,000,  although  the 
court  of  appeals  said  I  was  only  really  entitled  to  $225,000,  and  I  sup- 
posed I  was  going  to  settle  myself.  I  do  not  know  as  any  other  signa- 
tures there  calculated  to  sue  Rockefeller.  I  do  not  think  they  did; 
but  I  think  it  was  an  afterthought  of  his  attorneys,  which  I  thuik  was 
all  right  for  them  to  put  in,  they  being  the  attorneys  for  Mr.  Rocke- 
feller, that  they  included  practically  all  my  nephews  and  nieces  and 
cousins  and  aunts,  to  sign  that  release.  And  they  added  $25,000  more, 
really  for  those  extra  signatures.  Now,  I  do  not  know  for  sure.  That 
is  what  my  attorney  told  me — J.  L.  Washburn,  who  was  there  mak- 
ing the  settlement.  I  signed  that  paper,  and  some  of  that  stuff  that 
is  put  in  that  paper  was  made  out  afterwards.  I  never  intended  to 
bother  Rockefeller  or  anybody  else.  After  I  got  through  my  suit  I 
was  through.  But  I  think  that  consideration  for  continued  friend- 
ship and  so  on  was  put  in  afterwards,  and  I  signed  it. 

Mr.  Gardner.  For  the  sake  of  the  record,  I  will  mention  the  signa- 
tures on  that  jjaper,  which  are:  Alfred  Merritt;  James  A.  Merritt; 
l^eonidas  Merritt;  Elizabeth  E.  Merritt;  Andrus  R.  Merritt;  Eliza- 
beth D.  Merritt;  Lucien  Merritt;  Mary  J.  Merritt;  John  E.  Merritt; 
Etta  M.  Merritt;  Wilbur  J.  Merritt;  Ida  Merritt;  Andrus  R.  Merritt, 
as  surviving  partner  of  the  late  firm  of  C.  C.  &  A.  R.  Merritt;  Eliza 
M.  Merritt;  something  that  is  undecipherable;  Napoleon  B.  Merritt; 
Matilda  T.  Merritt;  Eugene  T.  Merritt;  Anna  Merritt;  Thomas  A. 
Merritt;  and  Jennie  S.  Merritt.  It  took  $25,000  to  satisfy  all  those 
people  and  to  have  them  put  their  signatures  on,  did  it  ? 

Mr.  Merritt.  Well,  really ;  that  is  N.  B.  Merritt  and  Thomas  A. 
Merritt.    They  really  took  that  $25,000.    The  rest  of  it  came  to  me. 

Mr.  Gardner.  What  interest  had  they  in  it? 

Mr.  Merritt.  What  is  that? 

Mr.  Gardner.  What  interest  had  they  in  the  matter  ? 

Mr.  Merritt.  Well,  I  do  not  Imow.  I  do  not  know.  Of  course 
they  put  stock  into  the  Consolidated  Co.,  and  I  doubt  very  much 
whether  or  not  they  had  a  case  against  Mr.  Rockefeller,  like  I  had. 
I  do  not  know.  Or  course  I  am  no  lawyer.  I  am  just  a  woodsman, 
and  I  do  not  know  about  that. 

Mr.  Gardner.  The  $25,000  was  paid  in  case  they  had  a  case,  and 
they  had  to  take  charge  of  getting  their  own  women  folks's  signa- 
tures.   Is  that  about  it  1 

Mr.  Merritt.  Well,  I  do  not  Imow.  We  required  them  to  sign  it 
before  they  would  pay  the  whole  amount.  I  hesitated  to  ask  them  to 
sign  it,  but  finally  I  did,  and  they  signed  it— Joseph  B.  Cotton  and 
fithers  there.  I  think  M.  M.  Clark  is  a  witness  there,  and  Joseph  B. 
Cotton. 

Mr.  Gardner.  Clark  and  Cotton  are  apparently  witnesses  to  every- 
body except  Rockefeller,  and  Murray'  is  the  witness  as  to  Rockefeller. 

Mr.  Merritt.  Yes ;  and  they  went  around  and  got  them  to  sign  it. 
I  hesitated  to  sign  it,  but  I  did. 
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The  Chaieman.  To  get  back  to  this  railroad  proposition,  I  see  that 
before  this  railroad  tax  commission  they  charge  up  cost  of  repro- 
ducing this  road,  as  of  May  31,  1898,  engineering,  superintending, 
legal  examination,  and  contingencies,  at  $434,298.60.  What  were  the 
actual  costs  of  engineering  in  the  building  of  this  road?  Do  you 
know? 

Mr.  Merritt.  Of  the  first  road  of  ours  ? 

The  Chairman.  Yes.    For  the  whole  thing. 

Mr.  Meeeitt.  Well,  I  do  not  think  our  engineering  expenses  ran 
over  $10,000  a  year.  I  do  not  loiow.  I  do  not  think  they  did  when 
I  was  on  the  road.  It  might  have  been  $15,000 ;  but  the  first  64  miles, 
I  know  we  made  the  survey  of,  and  having  the  field  notes  of  the  coun- 
try, and  being  through  there  as  explorers,  we  knew  where  to  send  the 
engineer  to  lay  out  the  line,  and  just  about  the  direction  he  needed 
to  go ;  and  he  made  that  survey  and  practically  located  that  road  in 
27  days. 

The  Chairman.  What  were  the  expenses  for?  What  were  your 
legal  expenses,  for  legal  services  ? 

Mr.  Meeritt.  For  the  first  part  of  the  road  the  legal  expenses  were 
practically  nothing.  Moses  Clapp,  who  is  now  Senator  Clapp,  was 
our  attorney ;  and  the  expenses  were  practically  nothing.  Of  course 
later  they  were  heavier. 

The  Chairman.  How  much,  about? 

Mr.  Meeeitt.  Oh,  I  do  not  know. 

The  Chairman.  $10,000? 

Mr.  Merritt.  Oh,  I  do  not  know.  When  you  get  in  the  hands  of 
a  lot  of  lawyers,  you  know  it  comes  up. 

Mr.  Gaednee.  The  figures  you  are  reading,  Mr.  Chairman,  are  the 
cost  of  replacement? 

The  Chaieman.  Yes. 

Mr.  Gaednee.  And  not  the  actual  cost  ? 

The  Chaieman.  Yes.  Have  you  any  idea  what  you  paid  for  legal 
expenses,  for  the  advice  of  counsel,  in  the  construction  of  the  road — 
getting  title  to  land,  and  all  such  things  ? 

Mr.  Meeeitt.  No  ;  I  have  not.    I  know  they  were  very  reasonable. 

The  Chaieman.  Do  you  think  they  were  $25,000? 

Mr.  Merritt.  Not  to  exceed  that. 

The  Chairman.  Would  it  have  cost  any  more  to  have  constructed 
that  road  in  1898,  for  these  items,  than  it  did  when  you  did  con- 
struct it  ? 

Mr.  Merritt.  Our  first  steel  cost  us  $33. 

The  Chairman.  I  mean  for  these  expenses.  Would  those  expenses 
have  been  any  more  in  1898  than  they  were  when  the  road  was  con- 
structed ? 

Mr.  Merritt.  I  do  not  see  why  not. 

The  Chairman.  What  were  your  expenses  for  discounts  and  com- 
missions, which  I  see  are  put  down  here  at  $868,597.20? 

Mr.  Mjjreitt.  We  did  not  have  any  discounts  and  commissions  on 
the  first  64  miles.    When  they  asked  us  for  money  we  paid  it  up. 

The  Chairman.  If  you  had  been  building  the  road  in  1898  would 
your  discounts  and  commissions  have  been  any  greater  than  they 
were  when  you  built  it  ? 

Mr.  Merritt.  I  do  not  see  why  they  should. 


1868  UNITED    STATES    STEEL    CORPORATION. 

The  Chairman.  I  see  items  here— $390,864.70  for  interest  during 
construction.  What  did  you  pay  out  on  the  items  of  interest  during 
construction  of  this  road  ?    Do  you  know  ? 

Mr.  Merritt.  Well,  we  paid  for  the  construction  from  Columbia 
Junction  in.  Of  course  that  would  be  charged  in ;  but  on  the  64  miles 
we  had  nothing  of  that  kind. 

The  Chairman.  What  did  that  item  of  interest  amount  to  ? 

Mr.  Merritt.  I  do  not  know. 

The  Chairman.  Did  it  amount  to  $20,000? 

Mr.  Merritt.  I  should  think  that  would  be  enough. 

The  Chairman.  Would  that  item  be  any  greater  in  1898  than  it 
was  when  you  built  the  road  ? 

Mr.  Merritt.  I  should  think  the  road  ought  to  be  constructed 
cheaper.  Steel  was  less,  and  labor,  I  think,  was  less.  Anyhow,  I 
had  an  offer  of  double-tracking  the  road  by  Wolf  &  Co.,  from  the 
yards  up  to  Iron  Junction,  for  four  hundred  and  some  odd  thousand 
dollars— less  than  $500,000. 

The  Chairman.  How  much  would  that  have  been  a  mile  ? 

Mr.  Merritt.  Well,  I  do  not  know.  Mr.  Martz  would  know  just 
how  long  it  was. 

Mr.  Gardner.  Would  that  contemplate  more  length  ? 

Mr.  Merritt.  No. 

Mr.  Garijnee.  On  the  existing  roadbed? 

Mr.  Merritt.  The  same  right  of  way.  But  that  did  not  include  the 
bridges  over  three  streams — the  bridges  from  Cloquet,  from  White 
Face,  and  from  St.  Louis.  They  calculated  to  cross  on  the  same 
bridges. 

The  Chaieman.  I  want  to  get  at  the  cost  of  that  a  mile.  What 
was  the  length  of  that? 

Mr.  Martz.  About  73  miles. 

The  Chairman.  You  are  acquainted  with  that  road  now — with  the 
Duluth,  Missabe  &  Northern  Railroad? 

Mr.  Meeritt.  Yes,  sir. 

The  Chairman.  What  is  its  condition  now,  compared  with  its 
condition  at  the  time  you  turned  it  over  to  Mr.  Rockefeller?  That 
is,  its  physical  condition? 

Mr.  Merritt.  It  has  been  kept  up  in  good  repair.  Every  year  it 
is  kept  in  good  shape. 

The  Chairman.  I  mean,  what  is  its  value  now  ?  What  is  its  con- 
dition now?  Is  there  any  difference  between  the  condition  of  the 
road  now  as  to  its  ballast  and  rails  and  all  that  and  the  condition 
of  the  road  at  the  time  you  turned  it  over  ? 

Mr.  Merritt.  The  older  a  road  gets  the  better  it  gets,  if  it  is  kept 
up  every  year  from  year  to  year.  I  do  not  think  that  what  you  do 
from  year  to  year  should  be  counted  against  the  original  cost  of  the 
road.  It  is  simply  keeping  up  the  harness,  you  know,  and  putting 
on  new  buckles,  as  you  woiild  speak  about  a  horse. 

The  Chairman.  Is  it  about  the  same  road  now  as  it  was  then? 

Mr.  Merritt.  Yes ;  only  it  is  a  better  road,  because  the  foundation 
is  more  solid. 

The  Chairman.  But  you  have  about  the  same  character  of  ballast 
and  the  same  length  of  road,  and  all  that? 
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Mr.  Mekeitt.  Yes ;  and  they  have  heavier  iron.  They  have  80  or 
90  pound  steel,  and  we  had  60,  which  is  the  proper  steel  to  put  on 
a  new  road. 

The  Chairman.  Would  anybody  like  to  ask  the  witness  anything 
nirther  ? 

Mr.  Eeed.  I  Avould  suggest,  if  the  chairman  please,  that  the  wit- 
ness be  asked  as  to  what  happened  to  the  stocks  deposited  by  his 
brother  with  Mr.  Rockefeller.  My  information  is  that  both  he  and 
liis  brother  sold  the  stocks  outright  to  Mr.  Eockefeller  with  an 
option  of  repurchase. 

The  Chairman.  His  brother  Lon? 

Mr.  Reed.  L.  J.  Merritt. 

The  Chairman.  He  is  here. 

Mr.  Reed.  He  is  not  here. 

Mr.  Meeeitt.  I  will  answer  that.  L.  J.  Merritt  was  taken  care  of 
I'y  Mr.  Rockefeller. 

Mr.  Gaednee.  What  do  you  mean  by  that? 

Mr.  Meeeitt.  Well,  he  was  taken  care  of. 

Mr.  Gardner.  That  does  not  explain  it.  That  is  simply  repeating 
what  you  said — that  he  was  taken  care  of.  How  was  he  taken 
care  of? 

Mr.  Meeeitt.  Well,  he  has  the  same  interest  he  had  then.  Mr. 
Rockefeller  furnished  him  monej^  to  see  him  through. 

Mr.  McGiLLicuDDY.  How  much  money  did  he  furnish  him  ? 

Mr.  Merritt.  Oh,  I  do  not  know.  He  looked  out  for  himself— 
him  and  his  son,  H.  C.  Merritt. 

Mr.  Reed.  He  extended  the  option,  you  mean? 

IMr.  MEREiaT.  I  do  not  know  as  they  extended  his  option. 

The  Chairman.  You  had  better  put  your  questions  in  writing. 

Mr.  Gaednee.  I  will  ask  Mr.  Reed  what  the  purport  of  his  ques- 
tion was  that  he  suggested  to  the  chairman  ? 

Mr.  Reed.  To  answer  Mr.  Gardner's  inquiry,  my  information  is 
that  there  was  no  loan  from  Mr.  Rockefeller  by  this  witness  or  by 
his  brother,  but  that  when  they  needed  money  in  the  panic  of  1893 
they  sold  their  stock  outright  to  Mr.  Rockefeller,  taking  from  him 
his  agreement  that  they  might  repurchase  it  at  the  amount  for 
which  they  sold  it,  plus  interest,  at  any  time  within  a  year,  and  that 
this  witness  failed  to  buy,  not  only  within  24  hours  but  within  the 
entire  length  of  that  option,  within  a  whole  year;  that  his  brother, 
on  application  to  Mr.  Rockefeller,  got  an  extension  of  time,  or  two 
extensions,  for  at  least  another  year,  and  eventually  repurchased  his 
stock,  and  continued  to  own  it  thereafter. 

The  Chairman.  The  Chair  will  not  permit  statements  of  informa- 
tion. 

Mr.  Gaednee.  I  submit  to  the  chairman  that  the  Chair  asked  a 
question  of  a  gentleman  in  the  back  of  the  room  without  swearing 
him. 

The  Chairman.  He  had  been  sworn  this  morning.  He  is  already 
under  oath.  I  am  not  objecting  to  his  making  the  statement  for  one 
minute,  Mr.  Gardner;  but  the  Chair  can  not  permit  statements  of 
information. 

Mr.  Gaednee.  I  hope  the  chairman  will  adhere  to  that  rule  in  the 
future. 
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The  Chairman.  I  certainly  will.  Of  course,  I  mean  mere  unsworn 
statements  of  a  person  who  is  not  called  as  a  witness.  A  witness  can 
state  his  information.  Mr.  Eockefeller,  if  he  cares  to,  can  appear 
before  the  committee  and  we  wUl  hear  him  with  pleasure.  He  knows 
things  of  his  own  personal  knowledge. 

Mr.  Gardner.  The  Chair  will  allow  me,  then,  to  make  the  same  ob- 
jection to  his  questions  that  he  is  now  making  to  mine,  in  the  future, 
I  take  it? 

The  Chairman.  I  beg  your  pardon.  I  was  not  objecting  to  your 
question. 

Mr.  Gardner.  Except  indirectly. 

The  Chairman.  I  wish  to  assure  the  gentleman  that  I  did  not  even 
mean  to  infer  any  criticism  of  Mr.  Gardner.  I  did  not  know  you 
had  asked  a  question,  or  I  should  not  have  said  what  I  did.  I  thought 
it  was  a  voluntary  statement;  and  I  beg  the  gentleman's  pardon. 

Mr.  Beall.  I  think  where  counsel  makes  a  statement,  and  makes 
it  not  upon  his  own  responsibility  but  simply  as  a  suggestion  of  some- 
thin<j-  lie  had  heard  that  might  lead  to  the  development  of  some  fact, 
or  might  suggest  to  some  member  of  the  committee  a  question  of 
fact,  it  ought  to  be  permitted. 

The  CHATiniAN.  The  Chair  docs  not  so  hold,  and  thinks  this  way 
about  it:  This,  in  the  nature  of  a  contradiction  of  the  witness 

Mr.  McGiLLicuDDY.  I  do  not  imagine  it  is  in  the  nature  of  a  con- 
tradiction.    It  is  merely  a  matter  of  form. 

The  Chairman.  I  do  not  mean  to  rebuke  Mr.  Reed,  but  I  do  not 
think  it  is. 

Mr.  McGiLLiciTDDT.  I  do  not  think  there  is  any  contradiction  about 
it,  if  I  understood  it. 

Mr.  Reed.  I  did  not  mean  to  contradict  the  witness.  I  intended 
simply  to  suggest  questions. 

The  Chairiman.  That  you  have  a  right  to  do. 

Mr.  Reed.  And  then  Mr.  Gardner  naturally  asked  me  to  give  the 
purport  of  my  question. 

The  Chairman.  I  did  not  catch  that.  I  thought  it  was  a  voluntary 
statement.  I  will  say  that  in  the  future  the  Chair  will  adhere  strictly 
to  the  rule  that  if  counsel  wish  questions  to  be  propounded  they 
must  submit  them  in  writing. 

Mr.  McGiLLicTjDDY.  I  would  like  to  understand  this  matter 

Mr.  Danforth.  Suppose  we  hear  the  witness  on  this  matter. 

Mr.  McGiLLicuDDY.  If  I  understand  the  witness  aright,  he  claims 
there  was  a  loan  from  him  to  Mr.  Rockefeller.  The  form  in  which 
the  loan  was  made,  as  appears  from  counsel's  statement,  was  that  he 
made  a  transfer  or  a  sale  of  his  stock  to  Mr.  Rockefeller,  with  an 
agreement  that  he  could  have  it  any  time  within  a  year  upon  the 
payment  of  the  amount  of  the  loan  with  interest ;  that  it  was  a  loan 
and  that  he  was  simply  placing  the  title  to  the  property  in  the  hands 
of  Rockefeller,  subject  to  redemption  at  any  time  he  called  for  it,  so 
that  it  would  be  practically  the  same  thing  as  a  loan. 

Mr.  Merritt.  Not  all  the  stock,  though. 

Mr.  jMcGiLLictTDDY.  Let  me  ask  this  of  Mr.  Reed :  How  soon  after 
this  loan — we  will  call  it  a  loan — did  Mr.  Rockefeller  call  for  the 
payment  of  it? 
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Mr.  Eeed.  Mr.  Rockefeller,  as  I  understand  it,  had  no  right  to 
pall  for  the  payment  of  it  at  any  time.  It  was  optional  with  Mr. 
Merritt  whether  or  not  he  woiild  repurchase  it. 

Mr.  McGiLLicuDDY.  Very  good.  But  at  the  end  of  60  days,  as  I 
understand  from  the  witness,  Mr.  Rockefeller  demanded  either  the 
stock  or  the  money. 

Mr.  Reed.  On  the  contrary,  our  understanding  is  that  Mr.  Rocke- 
feller had  no  right  to  demand  the  money. 

Mr.  McGiLLicuDDT.  You  deny  that? 

Mr.  Reed.  I  do  not  deny  it,  because  I  do  not  know.  I  simply  state 
my  information  to  suggest  questions. 

The  Chairman.  I  do  not  object  to  the  gentleman  stating  any- 
thing as  to  which  he  has  direct  information.  We  will  be  glad  to  have 
him  give  it  to  the  committee  and  be  glad  to  have  him  state  it.  But 
what  the  Chair  objects  to  is  attorneys  stating  that  they  have  some 
information  that  is  vague  and  not  definite  and  which  contradicts  the 
statement  of  the  witness.  I  do  not  think  it  is  just  to  the  witness. 
That  is  the  reason  I  object. 

Mr.  Gaednek.  Let  me  ask,  for  information,  did  a  subpcena  duces 
tecum  issue  to  this  witness  ? 

The  Chairman.  No. 

Mr.  Gardner.  He  was  not  directed  to  bring  the  papers  that  he  has 
supplied  to  the  committee  ? 

The  Chairman.  He  was  requested  to ;  yes. 

Mr.  Gardner.  Was  he  requested  to  bring  a  copy  of  the  original 
contractual  obligation  which  he  calls  a  loan,  and  which  appears  to 
me,  even  from  Mr.  Reed's  statement,  to  have  been  a  loan  in  the  usual 
form — that  is,  a  transfer  with  a  provision  for  retransfer? 

The  Chairman.  I  will  state  to  the  gentleman  that  when  I  was  on 
the  Mesabi  Range  I  saw  Mr.  Merritt  and  requested  him  to  bring  any 
papers  he  had  bearing  on  the  question. 

Mr.  Gardner.  Have  you  a  copy  of  that  original? 

Mr.  Merritt.  No;  I  have  not.  I  never  really  saw  the  nature  of 
the  agreement.  What  I  do  know  is  that  when  he  closed  on  that  we 
had  a  chance  to  redeem  only  a  certain  portion  of  it  and  not  the 
whole  of  it.    That  is  my  recollection,  and  I  think  that  is  true. 

Mr.  Gardner.  The  question  at  issue  between  you  and  counsel,  Mr. 
Eeed,  is  this :  You  maintain  that  Mr.  Rockefeller  could  get  posses- 
sion of  that  stock  by  demanding  payment  at  a  certain  time  on  24 
hours'  notice.  Mr.  Reed  maintains  that  by  the  nature  of  the  con- 
tract you  had  one  year  in  which'  to  fulfill  an  obligation,  and  that, 
as  a  matter  of  fact,  your  brother  or  some  other  man,  by  an  under- 
Standing,  by  extending  that  time,  did  ultimately  obtain  complete 
possession  of  his  share  of  the  property. 

Mr.  Merritt.  That  agreement  was  made  after  he  had  called  the 
loan  for  the  balance  of  the  stock  that  he  held  in  his  hands 

Mr.  Gardner  (interposing).  ^Tien  you  transferred  your  stock 
to  Mr.  Rockefeller,  did  you  (-)r  did  you  not  have  a  clause  in  the 
contract  permitting  you  to  recover  that  property  at  any  time  within 
a  year? 

Mr.  Merritt.  The  contract,  as  I  understand,  was  not  made  at  that 
time,  but  after  he  gathered  it  in ;  then  he  agreed  for  a  certain  por- 
tion of  it  that  I  would  have  a  chance  to  redeem  it. 
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of  redemption? 

Mr.  Mereitt.  The  stuff  was  just  put  up  as  collateral  for  a  loan. 

Mr.  Gardner.  But  you  had  no  power  of  redemption  within  a 
year  ? 

Mr.  Mereitt.  No;  I  am  sure  not. 

Mr.  Gardner.  That  makes  a  direct  issue  between  you  and  counsel. 

The  Chairman.  Did  you  have  any  understanding,  or  was  it  ever 
represented  to  you  by  anybody,  that  you  were  selling  your  property 
to  Mr.  Kockefeller  for  $400,000,  with  the  privilege  of  redeeming  it 
within  a  year  or  buying  it  back  within  a  year  ? 

Mr.  Meeritt.  The  agreement  he  made,  as  I  understood,  was  made 
afterwards,  at  the  time  he  closed  on  that  note. 

The  Chairman.  At  the  time  you  made  this  deal,  did  you  think  you 
were  selling  it  to  Mr.  Rockefeller  and  parting  with  the  title  to  all 
this  collateral? 

Mr.  Meeeitt.  Oh,  no;  no,  sir. 

The  Chairman.  Was  demand  made  on  you  to  pay  in  24  hours? 

Mr.  Merritt.  That  is  what  the  telegram  said. 

The  Chairman.  You  did  get  a  telegram? 

Mr.  Mereitt.  Yes,  sir. 

The  Chairman.  Who  signed  that  telegram? 

Mr.  Mereitt.  Mr.  Murray,  I  think. 

The  Chairman.  Pie  wired  you  that  you  would  have  to  raise  this 
money  within  24  hours? 

Mr.  Merritt.  Yes,  sir. 

The  Chairman.  He  was  then  in  New  York  ? 

Mr.  Merritt.  Yes,  sir. 

Mr.  Gardner.  And  you  were  not  protected  from  any  such  demand 
by  a  right  to  redeem  that  stock  within  a  year,  so  far  as  your  title 
to  the  stock  was  concerned — not  so  far  as  you  other  assets  were  con- 
cerned; but  you  feltj  when  you  got  that  telegram,  that  you  must 
settle  at  once  or  forfeit  any  possibility  to  recover  that  stock  ? 

Mr.  Merritt.  Tliat  is  what  I  did. 

Mr.  Gardner.  Mr.  Chairman,  I  thing  a  subpoena  duces  tecum 
ought  to  be  isued  to  somebody  to  produce  that  contract,  if  that  has 
any  real  bearing  on  the  question  which  we  are  discussing. 

The  Chairman.  Do  you  know  where  the  contract  is  between  your- 
self and  Mr.  Rockefeller? 

Mr.  Merritt.  I  think  Mr.  Rockefeller  has  got  it.  If  there  is  any 
contract,  he  would  have  it. 

Mr.  McGillicuddy.  Was  that  contract  given  up  at  the  time  these 
papers  were  signed  ? 

Mr.  Merritt.  No,  sir. 

Mr.  McGillicuddy.  What  did  you  do  with  it  ? 

Mr.  Merritt.  I  did  not  have  the  contract. 

Mr.  McGillicuddy.  Somebody  for  you  must  have  had  the  contract 
whereby  you  were  to  take  the  property  back  within  a  year. 

Mr.  Reed.  May  I  suggest,  Mr.  Chairman,  this  is  all  hearsay  on 
the  part  of  this  witness;  that  he  has  admitted  he  was  in  Duluth  all 
the  time ;  and  that  the  whole  arrangement  was  made  by  his  brother 
in  New  York  and  that  he  never  saw  the  contract  ? 

The  Chairman.  Your  brother,  Leonidas  Merritt,  was  in  New 
York? 
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Mr.  Merkitt.  Yes,  sir.  . 

The  Chairman.  Mr.  Leonidas  Merrilt  is  here  and  will  testify  in 
the  morning. 

Mr.  Beall.  I  understood  your  brother  signed  this  instrument, 
whatever  it  was  ? 

Mr.  Merritt.  Yes^  sir ;  for  me.  I  gave  him  authority  to  sign  any- 
thing for  me — a  power  of  attorney. 

Mr.  Beall.  You  had  delivered  the  stock  to  him  for  use  in  NeT^' 
York  in  raising  money  ? 

Mr.  Merritt.  Yes,  sir. 

Mr.  Beall.  "What  was  the  par  value  of  that  stock,  of  the  collateral 
which  you  put  up  ? 

Mr.  Merritt.  Do  you  mean  what  it  was  worth? 

Mr.  Beall.  No;  what  was  its  par  value?  On  its  face,  what  was 
the  amount  of  it  ? 

Mr.  Merritt.  I  don't  know.  I  know  I  had  orer  .30.000  shares  of 
Consolidated  stock. 

Mr.  Beall.  What  was  the  par  value  of  that  stock  ? 

Mr.  Merritt.  $100,  I  think.  I  don't  know.  It  has  been  so  long 
ago  I  don't  know  exactly  what  it  was. 

Mr.  Beall.  That  is  $3,000,000  of  par  value  ? 

Mr.  Mebbitt.  Yes ;  I  think  so. 

Mr.  Beall.  In  your  judgment,  what  was  the  actual  value  of  that 
stock  at  the  time  it  was  put  up  as  collateral  ? 

Mr.  Merritt.  I  will  tell  you.  The  Consolidated  stock,  in  my 
opinion,  when  it  was  issued,  was  worth  par,  and  has  never  been  worth 
less.  There  were  $21,500,000  issued,  and  I  think  it  was  worth  par; 
that  is,  I  do  now. 

Mr.  Beall.  Did  you. at  that  time  think  it  was  worth  par? 

Mr.  Merritt.  I  do  now  think  it  was  worth  par ;  yes. 

Mr.  Beall.  Did  you  at  that  time  think  it  was  worth  par? 

Mr.  Merritt.  I  would  not  have  parted  with  it  for  anything.  Yes ; 
I  did.    I  thought  very  much  of  it. 

Mr.  Beall.  At  that  time,  in  your  judgment,  what  was  its  reason- 
able cash  value? 

Mr.  Merritt.  I  don't  know.  We  had  been  offered  $7,000,000  for 
the  railroad,  the  traffic  contracts,  and  one  thing  and  another. 

Mr.  Beall.  At  the  time  this  stock  was  put  up  with  Mr.  Rockefeller, 
was  all  the  stock  put  up  that  represented  your  holdings  ? 

Mr.  Merritt.  Not  all ;  no,  sir. 

Mr.  Beall.  To  what  extent  was  there  a  deficiency  ? 

Mr.  Merritt.  There  was  practically  a  majority,  I  should  say.  Of 
course,  it  has  been  so  long  ago  I  have  forgotten.  I  have  been  trying 
to  forget  those  things. 

Mr.  Beall.  If  you  had  been  selling  your  stock  outright  to  Mr. 
Rockefeller,  what  would  you  have  accepted  or  expected  to  receive  for 
it  from  him  ?  That  was  the  stock  which  you  say  you  put  up  as  col- 
lateral; if  it  had  been  a  direct  sale  to  Mr.  Rockefeller,  what  would 
you  have  expected  to  receive  for  it  ? 
Mr.  Merritt.  I  always  valued  it  at  that  time  at  par. 
Mr.  Beall.  You  valued  it  at  par  ?  Put  it  in  so  many  dollars,  hun- 
dreds of  thousands  or  millions  of  dollars.  What  would  you  have  Sold 
it  for  to  Mr.  Rockefeller? 
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Mr.  Beall.  At  the  time  this  alleged  loan  was  made,  what  would 
you  have  let  Mr.  Kockef eller  have  that  stock  for  in  money  ? 

Mr.  Merritt.  I  don't  think  I  would  have  taken  less  than  par;  1 
don't  think  I  would. 

Mr.  Beall.  Would  you  say  you  would  have  accepted  par?  What 
would  it  have  amounted  to  in  dollars  ?    You  know  what  you  had  up. 

Mr.  Mereitt.  I  suppose  I  had  at  par  $1,500,000  worth  of  stuff.  He 
probably  had  half  of  what  I  had. 

Mr.  Beall.  You  had  about  $1,500,000  at  par  value? 

]Mr.  Meriutt.  Yes ;  I  think  so. 

Mr.  Beall.  If  you  had  been  selling  to  Mr.  Kockefeller,  you  would 
have  demanded  $1,500,000? 

Mr.  Mereitt.  I  think  I  would ;  yes. 

Mr.  Beall.  You  think  that  is  what  it  was  worth  at  that  time? 

Mr.  Mereitt.  Yes ;  I  don't  doubt  it. 

Mr.  Beall.  You  are  willing  to  put  that  up  as  collateral  for  a  loan 
of  $420,000?  Would  you  have  been  willing  to  have  sold  it  to  Mr. 
Kockefeller  for  $420,000  with  the  privilege  of  redeeming  it  within 
one  year? 

Mr.  Merritt.  I  would  not  have  done  it.  If  I  had  had  my  way 
about  it  I  would  not  have  let  it  go  at  that  price. 

Mr.  Beall.  Was  it  ever  claimed  in  your  negotiations  with  Mr. 
Rockefeller,  then  or  afterwards,  that  the  original  transaction  was  a 
sale  of  this  stock  to  Mr.  Eockefeller  instead  of  a  deposit  of  it  with 
him  as  collateral  for  $420,000? 

Mr.  Meeeitt.  No,  sir;  not  until  after  the  call  of  the  loan.  Then 
I  had  the  year.  As  Mr.  Murray  said,  I  had  .a  year  to  redeem  cer- 
tain portions  of  it. 

Mr.  Beall.  When  did  you  first  hear  of  that  proposition  ? 

Mr.  Merritt.  I  knew  right  soon  after. 

Mr.  Beall.  Who  gave  you  that  information? 

Mr.  Mereitt.  I  think  I  read  it — I  think  I  must  have  seen  it  in 
some  agreement  or  other — I  don't  know — or  the  boys  told  me  that. 

Mr.  Beall.  Was  there  anything  in  the  original  agreement  where 
the  stock  was  delivered  to  Mr.  Rockefeller  about  having  a  year  in 
which  to  redeem  it? 

Mr.  Merritt.  No,  sir ;  not  that  I  know  of. 

Mr.  Beall.  What  other  agreement  did  you  have  ? 

Mr.  Merritt.  I  did  not  have  any  other  agreement  except  that  I 
had  the  chance  to  redeem  a  portion  of  it;  I  know  it  was  not  the 
whole  of  it — inside  of  a  year. 

Mr.  Beall.  Where  was  that  privilege  given  to  you?  In  what  kind 
of  an  instrument  was  that  given  to  you  ? 

Mr.  Mereitt.  It  was  given  to  me  in  New  York. 

]Mr.  Beall.  After  the  loan  was  called? 

^fr.  Mebritt.  After  the  loan  was  called,  as  my  memory  fixes  it. 
Yes:  I  am  sure  it  was.  My  brother  had  the  power  of  attorney  to 
do  anything  for  me  there  in  New  York,  drawn  by  Mr.  Murray  here, 
I  am  sure  it  was,  my  counsel. 

Mr.  Gardner.  As  your  recollection  goes,  what  portion  did  you 
have  an  option  to  redeem  offered  to  you  after  the  loan  was  called? 
You  say  a  portion  only ;  what  portion  was  it  ? 
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Mr.  Merritt.  I  don't  know  just  exactly.  I  know  I  scurried  around 
and  got  a  majority  of  the  stock  of  the  Consolidated  Co.,  an  option  on 
the  majority  of  the  stock  of  the  Consolidated  Co. 

Mr.  Gardner.  Did  you  have  a  chance  to  redeem  one-fourth  of  your 
collateral  ? 

Mr.  Merritt.  I  think  so,  and  a  little  more. 

Mr.  Gardner.  Less  than  one-half? 

Mr.  Merritt.  I  think  a  little  less  than  half.  Yes;  less  than  half, 
I  think _;  but  I  know  I  got  a  majority  of  the  stock.  Jim  Hill  wanted 
to  buy  it,  and  he  offered,  if  I  could  deliver  it  to  him,  $40  a  share — 
James  J.  Hill — and  in  order  to  get  a  majority  of  the  stock  I  had 
to  go  down  to  Kichmond,  Va.,  here  to  see  Mrs.  N.  B.  Harrison.  Her 
father  was  William  Wirt  Henry,  a  practicing  lawyer  in  Richmond. 
I  got  an  option  from  him  without  any  commission  at  all;  he  was  to 
geS  just  what  I  was  to  get ;  to  turn  it  over  to  Jim  Hill  for  $40  a  share. 
That  would  give  it  so  I  could  redeem  that  stock. 

Mr.  Gardner.  Who  did  you  get  that  option  through  or  from  ? 

Mr.  Merritt.  I  got  it  from  Mr.  Henry.  He  was  administrator  of 
the  estate  of  N.  B.  Harrison  &  Co. 

Mr.  Gardner.  Did  he  have  a  large  holding? 

Mr.  Merritt.  Yes ;  he  had  a  holding ;  I  think  he  realized  out  of  it, 
or  the  widow  did,  something  like  $400,000. 

Mr.  Gardner.  He  then  thought  the  value  of  the  stock  was  not  over 
$40  a  share?  You  have  testified  you  considered  it  worth  par,  on  a 
question  of  Mr.  Beall. 

Mr.  Merritt.  So  I  did  testify  that. 

Mr.  Gardner.  The  executor  was  willing  to  sell  at  $40? 

Mr.  Merritt'.  This  was  after  the  control  had  passed  out  of  my 
hands. 

Mr.  Gardner.  Mr.  Henry  thought  his  part  was  adequately  paid  for 
at  $40? 

Mr.  Merritt.  He  would  have  been  glad  to  realize  $40  under  the 
Eockefeller  control.  Rockefeller  controlling  the  property,  he 
thought  it  was  not  worth  more  than  that. 

Mr.  Gardner.  As  a  matter  of  fact,  did  you  ever  know  a  sale  of  that 
stock  above  $50  a  share  in  your  whole  life  ? 

Mr.  Merritt.  It  went  into  the  Steel  Corporation  at  $218  a  share ; 
every  fellow  that  had  the  stock. 

Mr.  Gardner.  Up  to  the  time  you  quoted  it  at  $100  a  share  in  reply 
to  Mr.  Beall's  question,  did  you  ever  hear  of  any  of  it  being  sold  as 
high  as  $50  a  share  ? 

Mr.  Merritt.  At  what  time  ? 

Mr.  Gardner.  What  was  the  date  of  that  option?  1896.  was  it 
not? 

Mr.  Reed.  1894,  if  I  may  be  permitted  to  state  it. 

Mr.  Merritt.  Yes ;  I  did. 

Mr.  Gardner.  You  knew  of  a  sale  above  $60  a  share  ? 

Mr.  Merritt.  At  $50  a  share— the  Grant  and  Chase  interests. 

Mr.  Gardner.  Fifty  dollars  a  share  cash  ? 

Mr.  Merritt.  Practically  cash.  Let  me  see :  That  was  before  the 
Consolidated  was  formed.  Yes;  that  was  before  the  Consolidated 
was  formed. 

Mr.  Gardner.  How  did  you  get  your  shares  in  the  Consolidated? 

Mr.  Merritt.  By  putting  my  stuff  into  the ■ 
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Mr.  Gardner  (interposing).  Putting  your  Duluth  &  Iron  Range 
Railroad  stock  in  ? 

Mr.  Mbreitt.  My  Missabe  &  Northern. 

Mr.  Gardner.  Duluth,  Missabe  &  Northern  ? 

Mr.  Mereitt.  Yes;  and  my  Mountain  Iron  stock,  and  my  Missabe 
Mountain  stock,  and  my  Great  Northern  stock,  and  my  Great  West- 
ern stock,  and  the  Shaw  stock,  into  what  they  called  the  Lake  Su- 
perior Consolidated  Iron  &  Mining  Co. 

IMr.  Gardner.  Do  you  remember  how  many  shares  of  Lake  Su- 
perior Consolidated  mines  were  issued  for  each  share  of  Duluth, 
Missabe  &  Northern  ? 

Mr.  Merritt.  I  had  a  paper.  I  think  for  the  Duluth.  Missabe  & 
Northern  there  were  2  shares  of  Consolidated  stock  issued  for  1 
share  of  Missabe  &  Northern. 

Mr.  Gardner.  Were  you  one  of  the  original  people  in  this  enter- 
prise that  built  the  Duluth,  Missabe  &  Northern  ?  I  think  you  were, 
as  was  testified  this  morning. 

Mr.  Merritt.  Yes,  sir. 

Mr.  Gardner.  It  was  also  testified  this  morning  that  these  shares 
of  Duluth,  Missabe  &  Northern  stock  were  issued  as  a  bonus  to  the 
holders  of  the  stock  in  the  ore  mine  there,  and  that  it  cost  the  original 
holders  nothing. 

Mr.  Merritt.  The  traffic  companj' — the  construction  company — 
built  the  Missabe  &  Northern  road,  the  first  64  miles,  for  $1,200,000 
in  bonds  of  the  Missabe  &  Northern  and  $1,200,000  in  stock.  There 
was  no  money  consideration. 

Mr.  Gardner.  As  I  understood  it  from  witnesses  this  morning, 
there  was  $10  a  share  paid  for  the  shares  in  the  iron  mine,  and  that 
carried  with  it  1  share  of  the  railroad  company  for  2  shares  in 
the  iron  mine ;  that  is  to  say,  on  payment  of  $20,  a  man  got  2  shares 
of  iron  mine  and  1  share  of  railroad.    Is  that  correct? 

JSIr.  Merritt.  No  ;  I  think  he  is  mistaken. 

Mr.  Gardner.  Perhaps  I  may  have  misunderstood  him. 

Mr.  Merritt.  I  know  the  first  money  that  I  put  into  the  Missabe  & 
Northern  Railroad  was  $5,000  in  cash  for  the  par  value  of  the  stock. 

Mr.  Gardner.  Was  that  par  value  at  $10  or  par  value  at  $100? 

Mr.  Merritt.  Par  of  $100.  I  paid  par  for  the  stock,  $5,000;  I 
know  that. 

Mr.  Gardner.  For  this  stock  that  you  subsequently  put  up  as 
collateral  ? 

Mr.  Merritt.  This  was  Missabe  &  Northern  stock  which  was  after- 
wards converted  into  Consolidated  stock. 

Mr.  Gardner.  What  I  am  trying  to  get  at  is  what  you  paid  for 
this  stock  which  you  estimated  to  be  worth  $100  a  share,  and  how 
long  before  you  paid  it,  because  I  understood  the  evidence  this  morn- 
ing, the  Duluth,  Missabe  &  Northern  which  you  subsequently  ex- 
changed in  the  ratio  of  one  share  for  two  for  Consolidated  stock,  was 
a  bonus  granted  on  the  issuing  of  the  full  payment  of  the  stock  in 
the  iron  ore.  I  was  trying  to  arrive  at  some  fair  estimate  ojE  the 
value  of  this  stock  which  you  estimated  was  $100  a  share,  and  which 
Mr.  Henry,  down  in  Richmond,  thought  was  worth  $40  a  share.  You 
can  not  tell  us  how  much  you  paid  for  it  ? 

Mr.  Merritt.  I  said  I  paid  par  value  for  the  $5,000  worth  of  Mis- 
sabe &  Northern  stock. 
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Mr.  Gardner.  But  all  the  rest  of  your  Missabe  &  Northern  stock 
was  how  ?     Was  that  by  stock  dividends  ? 

Mr.  Merritt.  I  was  in  the  construction  company.  I  had  a  one- 
tenth  interest  in  the  Missabe  &  Northern  Road  and  had  it  paid  for 
when  I  went  down  to  New  York,  but  when  we  started  in  New  York  I 
had  a  one-tenth  interest  in 

Mr.  Gardner  (interposing).  You  got  that  because  you  were  with 
the  construction  company? 

Mr.  Merritt.  Yes. 

Mr.  Gardner.  I  think  we  had  testimony  this  morning  that  the  cost 
of  the  construction  of  that  road  was  $660,000.  Therefore  one-tenth 
of  the  money  would  be  $66,000. 

Mr.  Merritt.  Yes. 

Mr.  Gardner.  Where  did  all  the  rest  of  the  money  come  from  ? 

Mr.  Merritt.  The  rest  of  the  stock  of  the  railroad  ? 

Mr.  Gardner.  The  value  of  what  you  turned  over  to  the  Consoli- 
dated. 

Mr.  Merritt.  When  a  fellow  gets  a  good  iron  mine,  he  may  pay  a 
few  hundred  dollars  for  it,  and  still  it  may  be  very  valuable. 

Mr.  Gardner.  We  can  see  that  very  easily  in- the  case  of  this  rail- 
road. A  man  that  buys  a  cheap  railroad  which  becomes  very  valua- 
ble. I  was  trying  to  find  out  the  value  of  that  stock  which  you  put 
up  when  you  put  it  up  with  Mr.  Rockefeller.  I  do  not  mean  the 
panic  value.    That  was  in  1893  ? 

Mr.  Merritt.  That  was  the  same  year. 

Mr.  Gardner.  The  panic  value  was  a  good  deal  lower ;  but  I  mean 
the  fair  value.  The  panic  value  may  not  have  been  nearly  the  fair 
value. 

Mr.  Merritt.  I  think  the  Consolidated  stock  was  worth  par.  I 
then  thought  it  was. 

Mr.  Gardner.  But  you  admit  Mr.  Henry  was  glad  to  sell  it  for  $40 
to  J.  J.  Hill,  and  as  far  as  I  could  understand  you,  you  yourself  were 
trying  to  sell  it  for  $40? 

Mr.  Merritt.  I  was,  because  I  saw  I  would  lose  all  my  stock  that 
I  had  up  as  collateral  under  this  agreement  to  redeem  inside  of  a 
year,  and  I  was  scuttling  around 

Mr.  Gardner  (interposing).  You  would  rather  get  half  a  loaf  than 
no  bread ;  I  can  see  that. 

Mr.  Merritt.  Sure. 

Mr.  Gardner.  Mr.  Henry  seems  to  be  rather  different;  he  was  not 
under  any  obligation  to  sell  for  $40. 

Mr.  Merritt.  I  lost  all  of  mine.  What  Mr.  Rockefeller  did  not  get 
I  sold  elsewhere.  I  sold  some  as  low  as  $8  a  share.  I  was  forced  to 
sell  out  to  buy  bread. 

Mr.  Gardner.  You  sold  out  as  low  as  $8  a  share? 

Mr.  Merritt.  I  sold  out  as  low  as  $8  a  share. 

Mr.  Gardner.  Why  were  you  forced  to  do  that?  Was  that  col- 
lateral ? 

Mr.  Merritt.  No,  sir ;  it  was  not.    I  had  to  do  it. 

Mr.  Gardner.  Could  you  not  have  found  any  customer  who  was 
willing  to  give  more  than  $8  a  share  ? 
'    Mr.  Merritt.  I  did  not.    Rockefeller  gave  me  $10  for  what  he  got. 

Mr.  Gardner.  In  the  open  market  you  could  not  get  more  than  $8 
a  share  for  the  balance  ? 
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Mr.  Mekhitt.  Not  under  those  conditions,  and  with  Bockeiellei 
and  with  the  Money  Trust  controlling  the  road  I  could  not  do  it 
no,  sir. 

Mr.  Gaednee.  I  think  even  with  the  Money  Trust  m  the  control 
-omebody,  on  speculation,  might  give  you  more  than  $8  a  share  foi 
that  which  is  worth  intrinsically  more — your  brother,  for  instance. 
If  I  understood  it,  he  held  onto  his  shares,  and  finally  turned  them 
in  at  $218. 

Mr.  Merkitt.  $208. 

Mr.  Gaednee.  Anybody  else  might  have  bought  that  stuff  for  $8 
a  share  and  have  done  the  same  thing? 

]\lr.  ^ilEEEiTT.  Lots  of  them  did  it.  Those  that  had  the  money  did 
it,  but  I  was  busted. 

Mr.  Gardner.  Only  the  money  sharks  had  the  money? 

Mr.  Meeeitt.  The  fellows  that  had  the  money  did  it;  I  did  not 
have  it. 

Mr.  Gardnee.  Do  you  not  think  it  possible  people  thought  it  risky 
and  pretty  problematical  as  a  matter  of  value,  and  that  is  the  reason 
they  would  only  give  $8  a  share  for  that  for  which  you  wanted  $100 
a  share? 

Mr.  Meeeitt.  I  do  not  want  to  be  understood  that  I  ever  lost  faith 
in  that  range,  because  I  was  forced  to  sell  my  stock  for  $8  or  $10  a 
share. 

^Ir.  Gaednee.  It  seems  extraordinary  there  were  not  a  lot  of  people 
who  were  willing  to  give  more  than  $8  a  share  if  it  was  worth  $100 
a  share,  as  you  testified. 

Mr.  Gaedner.  I  was  looking  for  them. 

Mr.  Gardner.  Is  it  not  possible  that  those  gentlemen  would  be 
surprised  to-day  to  hear  you  testify  that  it  was  worth  $100  a  share? 

Mr.  Mereitt.  No  ;  I  do  not  think  they  would.  They  would  think 
T  ought  to  put  more  value  on  it ;  those  that  were  well  posted. 

Mr.  Gardner.  At  that  time? 

Mr.  Merritt.  Yes. 

Mr.  Gardner.  But  nobody  would  give  you  more  than  $8  a  share? 

Mr.  Meeeitt.  It  was  worth  more  than  that. 

The  Chaieman.  What  did  the  Steel  Company  pay  for  that  same 
property ;  do  you  know  ? 

Mr.  Meeeitt.  Mv  recollection  is  that  the  Morgan  Syndicate  offered 
them  $50,000,000,  and  Rockefeller  jacked  them  up  to  $68,000,000. 
That,  with  all  the  stock  issued,  made  $208  a  share.  I  think  he  was 
authorized  to  pay  a  good  deal  more — ^Morgan  was — but  he  got  it 
for  $68,000,000. 

Mr.  Gaednee.  In  securities,  or  was  it  in  cash  ? 

Mr.  Mereitt.  I  do  not  know  how  that  was.  It  was  cash  up  there 
our  way  when  it  went  in. 

Mr.  Gardnee.  How  did  you  calculate  the  $208 — in  the  par  value 
of  securities  issued  in  exchange  for  it? 

Mr.  Meeeitt.  They  did  not  talk  securities.  Thev  talked 
$68,000,000. 

Mr  Gardner.  But  the  $208  a  share  is  arrived  at  by  dividing  the 
$68,000,000  by  the  niunber  of  shares? 

Mr.  Merritt.  By  the  number  of  shares  issued  of  the  Consoliduted 
stock. 
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Mr.  Gardner.  You  do  not  know  whether  that  was  $68,000,000  in 
cash,  or  whether  it  was  $68,000,000  in  securities,  the  way  most  prop- 
erties were  paid  for? 

Mr.  Meekitt.  I  laiow  those  fellows  up  there  that  had  stock  got 
$208  a  share  cash  for  their  stock. 

Mr.  Gardner.  They  did? 

Mr   Mereitt.  Yes,  sir. 

Mr.  McGiLLicuDDT.  Then  it  was  $208  in  cash  or  something  as  good 
as  cash  in  the  market? 

Mr.  Merkitt.  Yes. 

Mr.  Gardner.  Probably  about  $280  or  $300  in  securities? 

Mr.  Keed.  I  do  not  know  whether  the  chairman  will  permit  me 
to  inject  an  explanation  at  this  point  or  not  on  the  record 

The  Chairman.  Yes. 

Mr.  Keed.  The  record  already  shows  the  Lake  Superior  ConsoliT 
dated  Iron  Mine  stock  was  taken  in  for  stock  of  the  Steel  Corpora- 
tion at  the  time  when  that  stock  was  not  worth  par  or  anything 
like  it. 

Td^r.  Gardner.  At  what  valuation  was  it  taken  in  for  the  steel 
stock? 

Mr.  Eebd.  $208  in  par  value  of  the  stock  of  the  Steel  Corporation, 
half  preferred  and  half  common. 

Mr.  Gardner.  That  is,  it  was  paid  for  in  securities  at  the  par 
value  of  the  securities  of  $208  a  share? 

Mr.  Reed.  Yes;  $104  of  each  class  of  securities. 

Mr.  Gardner.  Do  you  remember  what  Mr.  Herbert  Knox  Smith, 
in  his,  analysis  of  actual  values  at  the  time,  estimates  the  Consoli- 
dated stock  to  have  been  worth  a  share? 

Mr.  Reed.  I  do  not  remember. 
■  The  Chairman.  He  estimates  these  properties  at  $100,000,000. 

Mr.  Reed.  The  physical  properties. 

Mr.  Gardner.  You  are  speaking  of  the  Minnesota  iron  properties  ? 

The  Chairman.  Yes. 

Mr.  Gardner.  That  was  only  the  ore  lands? 

The  Chairman.  All  the  properties.  This  included  all  the  prop- 
erties. 

Mr.  Reed.  Oh,  no,  if  the  chairman  will  excuse  me.  The  $100,- 
000,000  estimate,  if  I  may  be  permitted  to  state,  included  the  own- 
ings  of  the  Steel  Corporation  in  all  ranges,  all  five  of  the  ranges. 

The  Chairman.  Except  the  T.  C.  &  I. 

Mr.  Reed.  I  am  talking  about  the  Lake  Superior. 

The  Chairman.  I  say  their  holdings  in  the  Dominion  Range  and 
Michigan  ranges  are  nominal  as  compared  with  the  holdings  in  the 
Mesabi. 

Mr.  Reed.  I  do  not  so  understand  it. 

The  Chairman.  We  have  Herbert  Knox  Smith's  analysis  to  show 
they  own  perhaps  one-fifth  or  one-sixth  of  the  Mesabi. 

Mr.  Reed.  If  the  chairman  will  remember,  the  corporation  took 
also  the  Minnesota  Iron  Co.,  the  Oliver  Iron  Mining  Co.,  and  a 
number  of  the  other  iron  mining  companies  in  addition  to  this  Lake 
Superior  concern. 

The  Chairman.  I  will  state  to  the  gentleman  that  I  will  develop 
that  these  properties  he  is  now  speaking  of  existed,  the  properties 
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that  the  Steel  Corporation  obtained,  because  the  Steel  Corporatio: 
let  a  great  many  of  those  properties  get  away  from  them,  becaus 
Kockefeller  did  not  understand  those  ore  properties  that  were  reall; 
of  the  properties  subsequently  acquired.  So  I  am  advised,  but  tha 
will  develop  further  at  a  later  time. 

]Mr.  Gaed^ei?.  As  a  matter  of  fact,  for  the  information  of  th 
c-iiairiiian,  ilr.  Herbert  Kncx  Smith  divided  by  a  little  over  six  th 
estimate  of  the  Steel  Corporation  as  to  the  valuation  of  their  iron-on 
holdings.  The  Steel  Corporation's  value  was  largely  based  on  th* 
stocks  "and  bonds  issued  in  payment.  "What  I  was  trying  to  ge 
at  is  whether  this  divisor  of  six  ought  to  be  applied  to  the  $208  ai 
'•veil  as  to  the  whole  holdings  of  ore  ? 

The  Chairman.  I  will  say  very  frankly  to  Mr.  Gardner  that,  _st 
far  as  I  am  concerned,  I  have  never  estimated  those  ore  properties 
at  anything  approximating  $600,000,000  or  $700,000,000. 

Mr.  Gabdner.  It  is  very  hard  to  see  how  they  could  have  been 
is'orth  so  much  at  that  time. 

Mr.  BeaijL.  Was  this  stock  held  by  Mr.  Harrison  down  in  Rich- 
mond tangled  up  in  any  way  with  Mr.  Rockefeller?  * 

Mr.  JIereitt.  Mr.  Rockefeller — as  I  understood  it,  Mr.  Henry 
went  to  Mr.  Rockefeller,  and  Mr.  Rockefeller  carried  that  for  Mrs. 
Harrison. 

Mr.  Bball.  Was  he  carrying  that  for  Mrs.  Harrison  in  the  same 
way  he  had  been  carrying  yours,  so  far  as  you  know? 

Mr.  Merbitt.  No  ;  I  think  not.  I  do  not  think  he  owed  Mr.  Rocke- 
feller anything,  but  he  either  carried  with  personal  money  or  sent 
liim  where  he  could  get  money.  I  am  quite  sure  of  that,  because  I 
Uiink  Mr.  Henry  told  me  that  before  he  died. 

Mr.  Beall.  At  the  time  you  were  negotiating  for  the  sale  of  it, 
was  that  stock  free  stock  that  was  subject  absolutely  to  the  control 
of  Mr.  Harrison  ? 
Mr.  ^Ierritt.  Yes ;  I  think  it  was. 

Mr.  Beall.  It  was  not  tied  up  and  encumbered  in  any  sort  of  way? 
Mr.  Gakd.ner.  He  lias  already  testified  it  was  held  by  Mr.  Henry 
as  trustee  for  an  estate. 
Am  I  not  correct,  Mr.  Merritt  ? 

Mr.  Mekritt.  Some  of  it,  I  think,  was  put  up  as  collateral  to  help 
the  estate  out,  but  it  was  subject  to  the  estate. 

Mr.  Beall.  Was  there  anything  in  the  condition  in  which  that 
stock  was  at  that  time  that  affected  its  value  or  depressed  its  value? 
Mr.  Merritt.  Yes.    Just  at  that  time  or  close  by  that  time  there 
was  a  sale  made  by  the  consolidated  company — by  F.  T.  Gates,  I 
think,  as  near  as  I  can  remember — of  a  million  tons  of  ore,  to  be 
ilelivered  from  time  to  time  on  the  Cleveland  docks  at,  I  think,  $2.25 
a  ton,  which  really  depressed  the  whole  range.    It  could  not  be  de- 
livered except  at  a  loss.    Of  course,  the  object  of  doing  that  I  do  not 
Icnow,  but  it  depressed  it. 
Mr.  Beall.  You  think  that  had  a  depressing  effect  upon  the  stock? 
Mr.  Merritt.  Yes ;  I  do  not  see  how  they  could  deliver  it  at  less 
than  f;  loss  of  $250,000. 
Mr.  Gardner.  You  think  it  was  done  in  order  to  depress  the  stock? 
Mr.  Merritt.  I  do  not  know.    I  know  it  was  done;  and  Peter  L. 
Kimberly  got  it,  and  made  a  million  dollars  on  it.     He  sold  it 
for  $3.2.5. 
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Mr.  Gardner.  You  think  the  object  was  to  depress  the  stock? 

Mr.  MERRitT.  I  think  it  was;  yes,  sir.  I  do  not  know  any  other 
reason  for  sure ;  that  is  surmise. 

Mr.  Beall.  Did  you  ha^-e  refernce  to  that  in  the  statement  which 
you  made  heretofore  this  afternoon  that  after  it  got  into  Mr.  Rocke- 
feller's hands  the  value  of  it  was  affected? 

Mr.  Mebritt.  Yes.  The  reason  why  I  made  that  statement  was 
that  there  were  dividends — $3,500,000  of  dividends  in  the  consoli- 
dated company,  as  I  understand  it — in  the  treasury  which  had  never 
been  divided  until  the  stock  went  into  the  Steel  Trust,  and  $3,500,000 
of  cash  went  in,  there  being  no  dividends  declared  for  certain  rea- 
sons. I  do  not  know  what  they  were.  It  is  just  surmise,  but  I  think 
I  am  right  on  that. 

Mr.  Beall.  You  think  that  $3,500,000  that  would  otherwise  have 
been  distributed  in  dividends  went  with  the  stock  into  the  hands  of 
the  Steel  Corporation? 

Mr.  Merritt.  Yes ;  it  went  into  the  hands  of  the  Steel  Corporation. 
They  got  that  $3,500,000. 

Mr.  Gardner.  What  would  have  been  the  object  of  that? 

Mr.  Merritt.  Depression  of  the  stock  would  have  been  the  only 
object. 

Mr.  Gardner.  You  mean  depressing  the  stock  so  they  would  get 
a  less  piice  for  it  ? 

Mr.  Merritt.  They  were  buying  in  the  stock  all  the  time.  There 
were  agents  up  there  buying  in  from  the  widows  and  orphans  and 
depressing  that  steel  stock  up  there  at  Duluth  all  the  time. 

Mr.  Beall.  You  do  not  mean  the  steel  stock? 

Mr.  Merritt.  No  ;  I  mean  the  Consolidated  Iron  Mine  stock.  They 
were  depressing  that  stock,  in  my  notion.  I  am  no  financier,  of 
course,  and  who  was  doing  it  I  do  not  know.  I  do  not  lay  it  to  Rocke- 
feller. 

Mr.  Gardner.  It  was  mostly  held  by  widows  and  orphanSj  was  it  ? 

Mr.  Merritt.  They  got  it  that  way.  A  great  deal  of  it  was  scat- 
tered around  among  them. 

Mr.  Beall.  Whatever  else  you  may  know,  you  do  know  this :  That 
when  you  negotiated  with  Mr.  Rockefeller  you  did  own  some  stock 
that  you  thought  was  of  very  considerable  value,  and  when  the  nego- 
tiations ended  with  Mr.  Rockefeller  you  did  not  own  the  stock. 

Mr.  Merritt.  What  I  do  know  is  that  my  one-tenth  interest  in 
the  Missabe  &  Northern  Road  made — last  year  and  the  year  before 
the  road  made  about  $8,000,000  clear,  and  I  had  a  one-tenth  interest 
in  the  Missabe  &  Northern  Road,  and  I  have  not  got  anything  now. 

Mr.  Murray.  I  should  be  glad  to  see  the  papers  that  Mr.  Merritt 
handed  in,  as  I  am  somewhat  familiar  with  them  and  would  like  to 
know  they  are  all  there,  with  the  chairman's  permission.  « 

The  Chairman.  I  have  no  objection  if  Mr.  Merritt  has  none. 

Mr.  Merritt.  I  do  not  care  about  counsel  seeing  them,  unless  the 
chairman  orders  it. 

Mr.  Murray.  May  I  ask,  through  the  chairman,  if  the  retraction 
is  there? 

The  Chairman.  I  have  not  read  these  papers. 

Mr.  Murray.  The  statement  by  Mr.  Merritt  and  others  that  they 
had  made  an  independent  investigation  of  the  properties  concerning 
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which  he  said  Mr.  Eockefeller  had  made  reports  and  found  they 
were  mistaken  in  the  previous  statement,  and  they  retracted.  I  won- 
dered if  that  is  there. 

The  Chairman.  I  do  not  know. 

Mr.  McGiLLicuDDY.  I  think  not 

The  Chairman.  If  there  is  any  such  retraction,  I  suggest  to  Mr. 
Merritt  that  he  so  state.  I  simply  have  these  papers  for  the  purpose 
of  the  signatures,  and  there  was  some  question  albout  whether  or  not 
Mr.  Murray  represented  Mr.  Rockefeller  at  that  time.  I  did  not 
want  to  ask  Mr.  Murray  about  it,  so  I  introduced  the  papers  for  the 
purpose  of  showing  the  accuracy  of  the  statement  of  Mr.  Merritt. 

Mr.  Gaednek.  As  a  matter  of  fact,  Mr.  Murray  did  represent  Mr. 
Rockefeller,  but  he  simply  appears  as  a  witness,  as  I  imderstand. 

The  Chairman.  I  do  not  attribute  any  importance  to  these  papers. 

Mr.  Gardner.  As  these  papers  are  to  be  used  as  a  part  of  the 
papers  that  the  witness  has  presented  for  the  record,  I  suggest  that 
the  retraction,  if  any  such  existed,  be  asked  for. 

The  Chairman.  If  any  such  retraction  be  in  these  papers,  I  will 
put  Mr.  Leonidas  Merritt  on  the  stand  in  the  morning 

Did  you  make  any  retraction  of  that  statement  in  writing? 

Mr.  Merritt.  Whatever  is  there,  whatever  paper  I  signed,  I 
signed  under  the  advice  of  my  lawyer,  Mr.  Washburn,  and  that  is 
the  only  paper  I  have.  You  mean  that  retraction  was  the  oBe  they 
all  signed  ? 

Mr.  Murray.  It  is  on  file  in  the  United  States  Circuit  Court  at 
Duluth.  I  have  no  doubt  a  sworn  copy  ought  to  be  with  Mr.  Merritt, 
a  withdrawal  of  the  statement  that  Mr.  Rockefeller — rather,  that 
they  have  since  made  investigation  which  satisfied  them  their  earlier 
charge  against  Mr.  Rockefeller  was  mistaken. 

Mr.  McGiLLicuDDY.  That  statement  was  made  at  the  time  Mr. 
Rockefeller  paid  $500,000? 

Mr.  Beall.  If  they  admitted  that  statement  they  admitted  their 
case  against  Mr.  Rockefeller  was  no  good  ? 

Mr.^MuRRAY.  They  did. 

Mr.  Beall.  Why  would  Mr.  Rockefeller  pay  $525,000  to  these 
men  when  they  admitted  away  the  case  ? 

Mr.  Murray.  "V\Tien  the  suggestion  came  from  Duluth,  not  from 
Mr.  Rockefeller,  but  from  Mr.  Merritt's  side,  there  went  from  New 
Yorlc  a  telegram — I  wrote  it  myself — to  the  effect  that  we  could  ha^'e 
no  negotiations  whatever  unless  there  was  some  intelligent  state- 
ment of  the  mistaken  statements  on  the  stand  of  the  Messrs.  Merritt. 
No  negotiations  proceeded.  There  came  back  a  statement  that  the 
retraction  would  be  made,  and  it  was  only  after  that  that  the  negotia- 
tions proceeded  at  all. 

The  Chairman.  Outside  of  any  of  these  retractions  one  way  or  the 
other,  Mr.  Merritt,  did  you  really  and  honestly,  on  a  loan  of  $400,000, 
turn  over  all  the  property  ^ou  had,  in  bonds  and  stocks,  to  Mr. 
Rockefeller,  with  the  intention  that  Mr.  Rockefeller  should  assimi- 
late them  in  the  due  course  of  these  more  or  less  complicated  pro- 
ceedings ?    Did  you  do  that  ? 

Mr.  Merritt.  No,  sir ;  I  did  not. 

Mr.  Gardner.  I  suggest  that  obviously  the  witness  could  not 
have  intended  that  Mr.  Rockefeller  should  have  assimilated  them, 
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if  that  is  true  as  stated  here,  that  there  was  a  clause  in  the  contract 
allowing  him  to  redeem  within  a  year.  On  the  face  of  it  it  shows  the 
gentleman  hopes  to  be  able  to  get  it  back  on  the  repayment  of  the 
sum  of  money.  But  inasmuch  as  we  have  his  brother  here  present, 
I  suggest  that  his  brother  be  instructed,  if  it  is  possible,  to  procure 
that  agreement  before  to-morrow  morning,  so  it  will  speak  for  itself, 
and  then  we  will  be  no  longer  in  any  doubt  as  to  whether  or  not  the 
witness  has  testified  accurately  in  saying  that  he  was  accorded  no 
privilege  in  the  original  contract  of  regaining  his  stock  within  a  year, 
because  that  would  put  the  witness  correct  in  saying  that  when  the 
stock  was  called  he  was  in  danger  of  losing  his  property,  as  he  has 
testified.  The  contract  itself  ought  to  show  that  a  great  deal  better 
than  any  possible  verbal  statement  of  the  witness.  - 

The  Chairman.  Mr.  Leonidas  Merritt,  have  you  that  contract  ? 

Mr.  Leonidas  Meeeitt.  No;  I  have  not  got  it.  I  know  the  cir- 
cumstances. 

The  Chaieman.  You  can  give  the  circumstances  ? 

Mr.  Leonidas  Meeeitt.  Yes,  sir. 

The  Chaieman.  Could  you  get  that  contract  by  morning? 

Mr.  Leonidas  Mereitt.  If  there  was  any  contract  made,  Mr. 
Eockefeller  has  it.  I  put  up  the  stock,  as  I  will  testify,  from  time 
to  time  for  loans,  as  he  has  stated,  and  this  contract  to  get  part  of 
this  stock  back  was  made  after  they  called  it.  It  was  a  part  of  our 
contract,  and  the  contention  of  John  D.  Rockefeller  to  apparently 
give  us  a  chance— — • 

The  Chaieman  (interposing).  You  have  not  those  contracts  now? 

Mr.  Leonidas  Meeritt.  I  have  no  contracts. 

The  Chairman.  We  will  put  you  on  the  stand  in  the  morning, 
Mr.  Merritt,  because  this  is  going  to  be  a  long  story.  You  will  be 
here  in  the  morning  and  you  can  explain  this  whole  transaction  then. 
You  were  in  New  York  at  the  time  ? 

Mr.  Leonidas  Meeeitt.  I  was  there  and  was  an  agent  for  my 
brother. 

Mr.  Gaednee.  I  insist,  if  I  may,  that  that  contract,  if  it  is  in 
existence,  be  produced.  There  must  be  some  process  by  which  John 
D.  Rockefeller  can  be  called  on  to  produce  that. 

Mr.  Beall.  I  move  that  a  subpoena  duces  tecum  be  issued  for 
John  D.  Rockefeller,  asking  him  to  produce  that  contract. 

The  Chairman.  If  there  is  no  objection,  I  will  issue  a  subpcena 
duces  tecum  for  Mr.  John  D.  Rockefeller  to  appear  before  this  com- 
mittee and  produce  that  contract. 

Mr.  Murray.  If  the  committee  will  be  good  enough  to  request  it, 
I  have  no  doubt  it  will  be  produced.  There  is  no  need  of  issuing  a 
mandate  at  all.  If  the  committee  will  ask  Mr.  Merritt,  or  either  one 
of  them,  they  can  produce  the  contract.  They  were  asked  to  produce 
the  papers,  and  certainly  no  one  else  was,  and  if  the  committee  will 
be  good  enough  to  ask  I  have  no  doubt  it  will  be  produced  as  well 
on  Mr.  Rockefeller's  side. 

The  Chairman.  We  will  ask  Mr.  Rockefeller  himself. 

Mr.  Danfoeth.  If  we  get  the  contract  will  it  gratify  the  desire 
of  the  chairman  ? 

The  Chaieman.  No,  sir ;  we  want  the  real  thing. 
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Mr.  DANroRTH.  You  want  Mr.  Eockefdler  himself? 

The  Chairman.  Yes;  in  propria  persona. 

Mr.  Gardner.  I  suggest  there  ought  to  be  some  time  fixed.  Il 
seems  to  me,  under  the  agreement  we  entered  into  yesterday,  a  reces! 
until  Thursday  or  Friday  should  be  taken. 

Mr.  Murray.  I  have  no  doubt  the  paper  can  be  produced. 

Mr.  Gardner.  I  move  we  go  into  executive  session  to  discuss  this 
matter  a  little  further. 

(Thereupon,  at  4.55  o'clock  p.  m.,  the  committee  went  into  execu- 
tive session,  after  which  it  adjourned  until  Wednesday,  November 
22,  1911,  at  10.30  o'clock  a.  m.) 
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comscittee  on  investigation  oe  the 

United  States  Steel  Corporation, 

House  or  Representatives, 
Wednesday,  November  2%,  1911. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

STATEMENT  OF  MR.  LEONIDAS  MERRITT. 

.    (The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Mr.  Merritt,  where  do  you  reside? 

Mr.  Merritt.  At  Duluth,  Minn. 

The  Chairman.  Where  were  you  born? 

Mr.  Merritt.  I  was  born  in  Chautauqua  County,  N.  Y. 

The  Chairman.  How  long  did  you  live  there  ? 

Mr.  Merritt.  In  Duluth? 

The  Chairman.  No;  in  New  York. 

Mr.  Merritt.  I  was  there  until  I  was  7  years  old. 

The  Chairman.  Then  did  you  go  to  Minnesota  ? 

Mr.  Merritt.  Our  folks  then  moved  to  western  Pennsylvania — 
Warren  County,  Pa. — and  lived  there  about  five  years. 

The  Chairman.  What  was  your  age  Avhen  you  went  to  Duluth? 

Mr.  Merritt.  My  age  was  12  years. 

The  Chairman.  Your  father  moved  to  Minnesota  at  that  time? 

Mr.  Merritt.  My  father  had  gone  the  year  before ;  yes. 

The  Chairman.  I  said  Duluth.  Was  there  any  Duluth  there  when 
you  went  there? 

Mr.  Merritt.  Yes ;  there  was  a  little  town  site  on  Minnesota  Point 
named  Duluth. 

The  Chairman.  What  was  the  extent  of  it  ? 

Mr.  Merritt.  Oh,  five  or  six  families. 

The  Chairman.  I  will  ask  you,  Mr.  Merritt,  to  take  up  the  story 
of  your  early  life  in  Duluth  and  in  Minnesota,  and  tell  what  you  did, 
and  give  this  committee  succinctly  what  you  had  to  do  with  the  dis- 
covery of  this  ore  region,  the  Mesabi  Range,  why  you  thought  iron 
was  there,  and  what  you  did  to  find  it^  and  what  was  your  business 
before  you  found  it. 

Mr.  Merritt.  I  would  be  glad,  as  briefly  as  I  can,  to  run  over  those 
things,  and  I  thank  the  committee  for  allowing  me  that  privilege, 
because  they  lead  up  to  the  final  discovery  of  the  Mesabi  Range,  tiie 
building  of  the  railroad,  and  my  part  and  my  brother's  part  in  that, 
and  so  on  to  the  downfall  of  our  family.  I  was  12  years  old  when 
I  came  to  Duluth.  My  father  was  a  lumberman  and  a  millman^a 
millwright.    At  that  time  the  country  was  absolutely  new.    We  came 
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there  in  1856,  and  my  father  came  there  as  soon  as  the  land  was 
ceded  from  the  Indians.    I  early  became  explorer,  which  profession 

1  have  followed  ever  since.  We  came  there  in  the  fall,  and  the  first 
summer  we  were  there  I  took,  with  my  older  brothers,  occasional 
trips  through  the  woods  and  became  a  woodsman^  and  in  after  years 
learned  woodcraft,  and  I  perhaps  understand  woodcraft  a  great  deal 
better  than  I  do  anything  else.  I  know  I  do.  I  worked  in  the  lum- 
ber woods,  worked  in  the  mills,  and  finally  went  into  the  Army. 
When  I  came  back  from  the  Army  my  father  had  been  looking  up 
gold.  There  was  a  gold  excitement  down  in  the  Vermillion  Range, 
and  he  had  made  a  trip  up  there,  and,  while  he  found  no  gold,  he 
was  perhaps  at  least  one  of  the  first  discoverers  of  the  so-called  Ver- 
million Range,  and  he  had  brought  home  with  him  specimens  of  the 
outcrops  of  ores  on  the  Vermillion  Range,  and  he  also  had  examined 
the  Mesabi  Range,  which  at  that  time  was  well  known;  not  as  it 
is  now,  but  outcrops  of  what  we  call  banded  ore  were  very  plentiful. 

The  Chairman.  What  do  you  mean  by  banded  ore  ? 

Mr.  Mereitt.  I  mean  by  banded  ore  an  ore  from  4  to  6  inches,  with 

2  inches  of  ore  and  as  much  of  rock  or  jasper.  He  explained  to  me 
that  he  thought  the  Mesabi  Range  extended  on  on  that  side,  on 
the  south  side  of  the  range,  westerly  or  in  a  westerly  direction  along 
the  Mesabi  Range  even  to  the  Mississippi  River,  and  told  me  that  if 
I  could  ever  arrange  it  to  get  up  into  that  country  he  would  like  to 
have  me  look  for  iron  ore  on  the  Mesabi  Range. 

The  Chaiemax.  What  is  this  Mesabi  Range?  Explain  that  to  us. 
What  does  it  mean  and  what  kind  of  a  formation  is  it? 

Mr.  Meeritt.  The  Mesabi  Range  is  a  granite  range — that  is,  taking 
the  top  of  it — and  Mesabi  is  an  Indian  name,  which  means  "  the 
giant,"  or  whether  it  is  interpreted  as  the  giant  range,  but  really  it 
means  the  grandmother  range,  because,  while  we  say  the  grandfather 
of  all  or  the  daddy  of  them  all,  the  Indian  says  "the  grandmother 
of  them  all."  The  Mesabi  Range  means  the  grandmother  range  of 
Minnesota. 

The  Chairman.  Is  it  a  great  divide? 

Mr.  JIeeeiit.  It  is  a  divide  between  the  waters  which  run  into 
Hudson  Bay  and  those  which  run  into  Lake  Superior  and  into  the 
Gulf  of  Mexico.  Of  course,  we  were  very  poor  in  those  days  on  ac- 
count of  the  hard  times  of  1857,  and  during  the  war  did  not  profit 
by  that  any  up  there.  We  were  out  in  the  woods.  When  I  enlisted  I 
walked  150  miles  to  get  into  the  Army,  and  packed  my  grub,  and  we 
did  not  make  anything  out  of  that. 

The  Chairman.  You  served  in  the  Civil  War? 

Mr.  Merritt.  I  served  in  the  Civil  War.    We  managed  to  raise 
potatoes  and  catch  a  few  fish,  and  by  lumbering  and  by  exploring  and 
one  thing  and  another  we  managed  to  make  a  living. 
.  Th^e  Chairman.  Were  there  any  roads  through  that  country  at  that 

Mr.  Mereitt.  There  were  no  roads  through  the  country  at  that 

tt'^^®t9"^^^^^'^^-  ^®^®  *^^^®  ^^y  means  of  securing  provisions? 
How  did  you  explore  these  woods? 

Mr.  Mereitt.  Well,  usually  in  exploring  there,  if  we  wanted  to  go 

out  for  30  days  we  loaded  30  days'  provisions  and  our  camp  utensfls 
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on  our  backs,  reckoning  3  pounds  a  day  for  a  man,  and  our  pack  would 
weigh  about  100  pounds,  or  perhaps  a  little  more,  when  we  started. 

The  Chaerman.  For  a  30  days'  journey? 

Mr.  Mekritt.  Yes ;  we  would  lighten  that  up  and  come  in  skin  poor. 
We  would  try  to  make  30  days'  provisions  last  us  40  days.  Briefly, 
that  was  the  exploring  we  had  to  do  in  those  days.  I  finally  went 
into  business.  My  brother  and  I  built  a  vessel  on  the  lake,  and  after- 
wards built  another  one,  and  we  sailed,  I  think,  for  some  years,  and 
we  also  lumbered,  and  every  time  I  would  get  a  little  money  ahead  I 
would  put  it  on  this  Mesabi  Range.  For  16  years  before  we  made 
the  discovery  I  was,  in  a  desultory  way  on  account  of  not  having  the 
money,  exploring  on  that  range.  When  I  could  not  go  myself  I  sent 
men. 

The  Chairman.  Lands  were  cheap  there  then  ? 

Mr.  Mereitt.  Lands  could  be  had  then  in  what  they  called  the 
offered  lands  for  $1.25  an  acre,  and  the  unoffered  lands  could  be  taken 
up  from  the  soldiers. 

The  Chairman.  And  you  believed  there  were  rich  ore  deposits 
there  and  put  your  earnings  which  you  earned  as  a  lumberman  in 
this  way  in  that  region  ? 

Mr.  Merritt.  I  absolutely  believed  it,  as  much  then  as  I  do  now. 
It  was  a  matter  of  conscience  with  me. 

The  Chairman.  Why  did  you  believe  there  was  ore  there? 

Mr.  Merritt.  Well,  first,  t  believed  the  ore  was  there  because  my 
father  was  a  very  intelligent  man,  and  a  man  that  did  not  go  off  the 
handle,  and  he  had  studied  that  up,  and  I  believed  it  because  he  told 
me  so,  first. 

The  Chairman.  What  was  his  theory  about  it? 

Mr.  Merritt.  His  theory  was  really  what  Van  Hise  now  calls  the 
trough  theory. 

The  Chairman.  Explain  Van  Hise's  theorv  to  us.  Who  is  Van 
Hise? 

Mr.  Merritt.  Van  Hise  is  a  geological  professor  in  the  Wisconsin 
University  at  Madison.  I  do  not  know  what  his  title  is — perhaps  it 
is  State  geologist  of  Wisconsin.  His  theory  was  that  there  was  a 
long  trough  along  that  Mesabi  Range,  and  that  at  different  places 
there  were  other  troughs  that  were  filled  with  ore.  We  called  them 
basins.  At  the  suit  of  Alfred  Merritt  v.  Rockefeller  the  attorneys — ^I 
suppose  in  order  to  show  that  I  was  not  an  expert,  which  I  did  not 
pretend  to  be ;  I  was  simply  an  explorer,  as  I  tell  you— cornered  me 
up  on  this  formation,  and  the  records  will  show  that  I  explained — ^not 
in  scientific  terms,  you  know,  but  absolutely  explained — this  theory, 
this  basin  theory,  or  trough  theory  as  he  calls  it,  and  "  trough  "  is  a 
better  name  for  it  than  "  basin,"  because  we  considered  them  round, 
you  know,  and  we  did  not  explore  it  to  any  great  extent,  and  really 
they  are  inclined  to  be  long  and  more  like  a  trough  than  like  a  basin. 
Then  finally  we  discovered  ore  on  the  Mesabi  Range. 

The  Chairman.  Did  you  attempt  to  discover  this  ore  with  the 
magnetic  needle? 

Mr.  Merritt.  Before  we  found  any  ore  at  all  we  made  a  magnetic 
survey  of  the  Mesabi  Range  and  mapped  out  the  ore  areas  and  made 
maps,  which  I  have  got  now,  and  they  are  just  as  good  as  any  maps, 
they  have  made  since. 
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The  Chairman.  Before  you  found  an  ounce  of  ore  ? 

Mr.  Meeeitt.  Before  we  found  an  ounce  of  ore. 

The  Chairman.  Locating  where  you  believed  it  to  be? 

Mr.  Meeritt.  Yes;  we  made  a  magnetic  survey. 

The  Chairman.  But  this  is  not  magnetic  ore. 

Mr.  Mereitt.  We  found  the  south  and  the  north  rim  of  these 
troughs  and  basins,  and  we  evolved  that  theory  first,  of  course,  from 
what  my  father  said,  and  then  from  this  survey.  We  evolved  the 
basin  theory,  as  we  called  it  then,  or  the  trough  theory,  considering 
that  these  troughs  were  canoe  shaped  or  basin  shaped,  and  that  while 
the  ore  was  nonmagnetic  the  walls — the  outside  of  the  basin— were 
highly  magnetic. 

The  Chaieman.  The  walls  that  held  the  ore? 

Mr.  Meeeitt.  Yes;  so  that  in  tracing  it  in  a  zigzag  way — — - 

The  Chairman.  What  were  those  walls — taconite? 

Mr.  Meeeitt.  They  were  what  is  called  taconite,  but  I  suppose, 
really,  jasper  would  be  a  better  name  for  them. 

The  Chairman.  As  I  understand  it,  these  long  regions  of  ore  are 
like  gravel  and  are  contained  in  a  hard  shell. 

Mr.  Merritt.  Yes;  an  impervious  basin,  you  know;  that  is  what 
it  is.  Then  we  evolved  the  theory  which  has  since  been  promulgated 
by  scientists,  that  in  some  way  when  this  ore  was  deposited,  either 
by  silt  or  by  water  action;  that  afterwards  it  was  impoverished  in 
places  and  enriched  in  others  by  a  process  of  percolation.  That  was 
our  theory.  1\,  has  been  evolved  and  is  gcsnerally  accepted  by  all 
scientists  now,  I  guess.  Then  while  we  had  no  idea  that  it  was  pos- 
sible for  ore  to  be  as  near  the  surface  as  it  was  on  the  Mesabi  Eange — 
it  was  75  miles  through  the  wilderness  there,  without  a  trail 

The  Chairman.  Right  at  that  point — not  to  interrupt  you — let  me 
ask  you.  How  did  you  locate  this  ore  by  the  magnetic  needle  ?  What 
effect  had  the  taconite  on  the  needle. 

Mr.  Merritt.  That  was  highly  magnetized,  you  know. 

The  Chairman.  You  followed  the  taconite  and  the  metallip  rim? 

Mr.  Meeeitt.  We  followed  the  metallic  range  and  we  theorized 
that  this  [indicating]  was  the  south  and  this  [indicating]  was  the 
north,  and  that  the  ore  must  be  in  the  center. 

The  CiiAiE:yiAx.  You  found  one  disturbance  of  the  needle  here 
[indicating]  and  you  went  nround  until  you  found  another  dis- 
turbance over  here  [indicating]  and  you  said  the  ore  must  be  be- 
tween those  two  points? 

Mr.  Merritt.  That  was  the  idea  exactly.  Well,  we  finally  bought 
the  Mountain  Iron  mine,  what  is  now  known  as  the  Mountain  Iron 
mine,  and  what  for  a  long  time  was  known  as  the  largest  iron  mine 
in  the  world,  and  perhaps  it  is  now.  I  am  not  so  well  posted  now, 
you  know.  I  sup]K)se  there  are  larger  iron  mines — I  know  of  one 
larger,  in  Sweden. 

The  Chairman.  Is  the  Iron  Mountain  mine  larger  than  the 
Mahoning  ? 

Mr.  Merritt.  I  do  not  know  that  it  is;  but  at  that  time  the  Ma- 
honing was  not  known,  you  Iniow.  To  make  this  story  as  short  as 
T  can,  we  finally  discovered  this  ^loimtain  Iron  mine. 

The  Chairman.  How  did  you  discover  it?  How  did  you  finally 
strike  the  ore:  in  what  way?     How  did  you  strike  the  first  ore? 
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Mr.  Meeritt.  In  the  first  place,  we  cut  a  road  over  27  miles 
through  the  woods,  and  we  took  a  diamond  drill  over  there,  be- 
cause we  were  influenced  considerable  by  miners.  We  were  not 
miners  ourselves,  although  we  were  acquainted  with  miners  and  ac- 
quainted with  ore.  We  knew  what  ore  was,  you  know,  not  only  iron 
ore — we  could  not  be  rated  as  scientists.  We  do  not  rate  ourselves 
as  scientists  yet.  We  were  simply  explorers  and  discoverers  and 
developers,  you  know.  We  sent  some  men  up  there,  and  they  spent 
about  $20,000  on  this  rim,  as  I  will  call  it,  and  every  foot  that  they 
were  going  down,  you  know,  they  were  going  really  a  foot  away 
from  the  ore,  because  this  ore  had  a  dip  toward  iiie  south  rim; 
and  Alfred  and  myself,  who  were  really  wealthy  for  those  days, 
you  know — we  had  made  some  money  in  pine  lands  and  some  money 
in  real  estate  and  so  on — we  were  pretty  well  heeled.  People  did 
not  call  us  wealthy,  but  they  did  believe  that  we  did  things,,  you 
know.  We  had  done  things  before ;  and  so  I  remember  that  Alfred 
and  I  went  up  there  one  day,  and  we  were  then  rushing  around  town 
to  get  money  to  pay  these  expenses,  and  we  had  spent  then  $30,000 
on  the  Mountain  Iron,  as  I  remember,  and  we  went  up  there  one 
day,  and  we  had  a  miner  in  there,  a  German,  who  was  a  good  miner, 
as  miners  go,  you  know.  He  was  a  good  man.  He  was  an  honest, 
straightforward  man,  and  we  went  up  there  and  we  said:  "Here, 
now,  we  have  worked  long  enough  up  on  this  rim,  let  us  go  down 
in  this  basin  and  sink  a  pit,"  and  we  took  him  down  with  us  to  show 
him  where,  according  to  the  theory  which  we  had  evolved,  the  ore 
ought  to  be,  if  it  was  anywhere.  Of  course,  we  were  getting  plenty 
taeonite  up  where  he  was  at  work.  He  went  down  with  us,  and  we 
said :  "  Sink  a  pit  here."  If  we  had  gotten  mad  and  kicked  the 
ground  right  where  we  stood  we  would  have  thrown  out  64-per-cent 
ore,  if  we  had  kicked.it  hard  enough  to  kick  off  the  pine  needles. 
But,  of  course,  as  I  said  before,  we  did  not  have  any  idea  that  this 
ore  could  possibly  be  found,  if  found  at  all,  except  at  considerable, , 
depth.  We  were  influenced,  of  course,  more  or  less,  by  the  ti'adi- 
tions  of  the  miners  generally,  you  know.  He  said  that  he  had  some- 
thing of  a  reputation  as  a  mining  man,  which  he  had,  and  that  he:: 
did  not  propose  to  be  called  with  the  rest  of  us,  farmers.  They  used 
to  call  UR  farmers  and  lumber  jacks  and  all  tliat  sort  of  thing,  in 
derision,  because  we  had  been  trying  to  locate  nonmagnetic  ore  with 
a  needle,  and  I  have  explained  to  you  how  we  proceeded.  Well,  we 
told  him  to  put  his  men  down  there  and  come  to  Duluth,  and  we 
would  send  up  men  that  did  not  have  any  reputations  as  miners. 
We  were  determined  to  test  this  theory  that  we  had,  and  of  course 
he  consented  to  do  that,  and  we  hurried  back  and  went  down  town 
to  attend  to  this  business  of  raising  money,  you  know,  to  take  hold 
of  the  properties  and  carry  on  the  expenses.  The  next  day  after 
we  got  to  town  he  came  down  with  about  a  bushel  of  ore.  A  hajid- 
ful  would  have  done  us.  We  just  wanted  to  see  the  ore  and  have  it 
tested  and  know  what  it  was. 

The  Chairman.  What  depth  had  they  struck? 

Mr.  Mbrritt.  He  did  not  dig  where  we  dug.  He  compromised 
with  us  and  went  about  halfway  up  the  hill  and  got  ore  in  U  feet. 
He  got  it  that  same  day  in  12  or  14  feet.  Then  he  said:  "What 
sharll  we  do  "  ? 
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The  Chairman.  That  was  the  first  ore  discovered  on  that  range? 

Mr.  Merritt.  That  was  the  first  pit  in  ore  on  that  range. 

Mr.  Gardner.  The  first  what? 

Mr.  Merritt.  The  first  pit  in  ore.  There  might  have  been  float 
ore.    We  had  found  float  ore  before. 

The  Chairman.  As  I  understand  you,  they  had  found  banded 
ore — little  narrow  feathered  edges,  that  they  considered  worthless? 

Mr.  Merritt.  Yes;  for  many  years. 

Mr.  Gardner.  This  was  absolutely  the  first  time  that  ore  was 
taken  out  from  the  range  by  this  miner? 

Mr.  Merritt.  Yes ;  it  was  brought  down  by  this  man — a  pack  load 
of  it.  I  won't  say  it  was  a  bushel,  but  it  was  a  pack  load.  Now,  he 
said :  "  You  explain  to  me  your  basin  theory,"  and  he  said :  "  What 
are  we  going  to  do;  people  will  be  attracted  here  and  they  have 
already  come.  There  are  trails  here  and  they  are  looking  this  coun- 
try over,  and  we  won't  have  any  chance  now  to  get  money  and  locate 
these  other  basins  along  the  range.  What  shall  we  do,  cover  this 
up  and  leave  it"? 

Mr.  McGnxiCDDDT.  What  year  was  this? 

Mr.  Merritt.  In  the  year  i891. 

Mr.  McGiLLicuDDY.  1891  ? 

Mr.  Merritt.  I  think  so;  is  that  correct,  Alfred? 

Mr.  Alfred  Merritt.  Yes. 

Mr.  LEONroAS  Merritt.  I  am  a  poor  hand  to  remember  names  and 
dates,  and  such  things  as  that.  I  recollect,  however,  distinctly,  what 
I  told  him.  I  said :  "  You  go  on  there  and  dig.  We  want  ore.  We 
want  to  build  a  railroad  to  it  if  we  have  got  ore  enough.  You  go 
on  there  and  dig,  and  you  try  to  find  the  bottom  of  that  ore.  Yoji 
open  it  up."  Well,  he  objected  again,  you  know,  but  I  said :  "  I  don't 
care  who  those  men  are,  they  will  come  up  there,  and  they  will  say 
that  it  is  not  ore  at  all."  He  said :  "  Well,  but  these  expert  geolo- 
gists will  be  attracted  and  they  will  come  up  here."  I  said :  "  Never 
mind,  you  go  ahead  and  uncover  all  the  ore  you  can.  We  will  risk 
it.  We  will  go  on  and  take  these  other  basins  as  fast  as  we  can  take 
them  anyhow,  because  we  know  we  have  got  ore  now."  So  he  went 
on.  He  uncovered  perhaps  a  couple  million  tons  of  ore  there,  prob- 
ably, and  in  the  meantime  whatever  money  we  could  raise,  whatever 
we  could  sell,  we  bought  these  basins  with. 

The  Chairman.  You  put  into  it  everything  you  had  made? 

Mr.  Merritt.  Everything  we  ever  made  or  ever  had. 

The  Chairman.  Since  you  were  lads  in  the  lumber  business,  as  I 
understand  it? 

Mr.  Merritt.  Yes. 

Mr.  McGillicuddy.  In  making  your  purchases,  did  you  take  abso- 
lute deeds  of  the  property,  or  leases  ? 

Mr.  Mebritt..  Absolute  deeds  where  we  could,  and  then,  while  I 
am  a  little  bit  ashamed  to  say  it,  I  was  never  in  jail  yet,  but  I  have 
been  in  the  legislature,  and  what  was  worse  than  that,  a  lobbyist  in 
the  legislature,  and  I  conceived  the  idea — the  State  owned  a  lot  of 
land  along  that  range,  and  I  conceived  the  idea  of  the  State  passing 
a  lease  law  so  that  this  land  could  be  taken  up  by  comparatively 
poor  people  and  not  be  bought  up  at  $5  or  $10  an  acre  by  some  rich 
sjTidicate.  I  wanted  this  to  be  a  Minnesota  enterprise.  That  was 
my  idea  at  first,  and  I  went  down  and  induced  Auditor  Brayden, 
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who  was  State  auditor  and  State  land  commissioner — he  is  dead 
now—to  introduce  a  lease  law,  and  he  did  that,  and  I  stayed  there 
all  winter  and  got  that  law  through  in  the  last  days,  by  helping  other 
fellows  and  lobbying  it  through,  and  it  did  not  cost  me  anything. 
I  did  not  have  any  money  to  pay  for  it.  But,  however,  I  was  in- 
vited to  a  banquet  of  the  lobbyists  afterwards,  and  they  informed  me 
that  if  they  had  known  I  was  going  to  get  a  law  through  like  that 
it  would  have  cost  me  something.  However,  that  is  a  digression. 
After  this  Mountain  Iron  mine  was  opened,  and  we  knew  there  was 
ore  there,  it  happened  just  as  I  said.  It  began  to  attract  attention, 
and  almost  all  the  eminent  experts  were  up  there.  They  came  up 
there  to  look  over  that  country,  and  went  away  and  condemned  it; 
amongst  others  was  no  less  a  man  than  Eattle,  who  has  almost  world- 
wide fame.    He  came  up  there. 

The  Chairman.  Fame  as  a  geologist  or  as  a  chemist? 

Mr.  Merritt.  He  is  a  mineral  mining  expert.  I  suppose  he  is  a 
geologist,  too.    He  condemned  it. 

The  Chairman.  On  what  ground  did  they  condemn  it  ?  What  did 
they  say  about  this  ore? 

Mr.  Merritt.  Well,  my  nephew  is  a  miner,  and  I  asked  him  a  year 
or  two  ago  if  he  ever  ran  across  Rattle  to  find  out  why  he  condemned 
the  Mesabi  Range,  because  he  has  been  ashamed  of  it  ever  since. 

The  Chairman.  They  said  there  was  not  any  iron  in  this  ore  ? 

Mr.  Merritt.  Yes. 

The  Chairman.  And  this  very  ore  since  has  developed  to  be  the 
greatest  iron  ore  outside  of  Sweden? 

Mr.  Merritt.  Yes.  That  destroyed  our  credit,  you  know,  in  rais- 
ing money.    You  can  see  how  that  would  work. 

The  Chairman.  I  did  not  mean  to  interrupt  you. 

Mr.  Merritt.  My  nephew  had  an  interview  with  him.  He  met 
him  in  Mexico  finally,  down  in  old  Mexico,  and  had  an  interview 
with  him",  and  he  asked  him  the  reason,  and  he  said :  "  If  I  had  ever 
put  my  hand  in  that  ore  " — he  said :  "  I  did  not  believe  from  the 
looks  of  the  country  that  there  could  be  any  ore  there."  He  said: 
"  I  have  kicked  myself  ever  since  that  I  did  not  put  my  haml  in  that 
ore,  and  then  I  would  have  Imown  it  was  ore,"  and  I  presume  that  is 
true,  too. 

The  Chairman.  And  yet  he  issued  a  report  saying  there  was  not 
any  iron  in  it,  and  that  it  was  not  of  any  value? 

Mr.  Merritt.  Yes. 

The  Chairman.  Why  was  this  ore  condemned  ?  To  whose  interest 
was  it  to  have  it  condemned  ? 

Mr.  Merritt.  The  school  of  geology  and  the  expert  school  in 
which  these  people  were  taught — I  am  giving  my  theory  of  it  now, 
you  know — had  never  promulgated — perhaps  that  is  not  quite  the 
right  word,  but  they  had  never  elucidated  or  published  or  written  up 
a  country  of  that  description  that  could  contain  large  bodies  of  ore, 
you  know,  and  they  naturally,  standing  by  their  textbooks,  would 
naturally  condemn  any  new  country.  They  often  do  that,  you  Icnow ; 
that  is,  they  often  say  that  nothing  can  exist  in  a  certain  country  be- 
cause it  has  not  been  proved  to  exist  there,  and  they  have  not  read  it 
up  in  their  textbooks.  Now,  let  me  see  where  I  was  in  my  story.  I 
want  to  have  it  connected. 
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]\Ir.  Gardner.  You  said  you  could  not  borrow  money  because  they 
condemned  your  ore. 

Mr.  Merritt.  Yes.  We  could  not  borrow  monej',  but  Ave  had  con- 
siderable resources  of  our  own,  and  we  kept  on  there,  and  finally 
opened  up  ore  all  along  that  range,  and  then  we  went  to  negotiating 
with  different  people  to  build  us  a  road.  I  remember  of  going  to — 
1  can't  think  of  his  name  now,  but  he  was  a  railroad  builder  and  hsid 
just  built  a  railroad  out  in  South  Dakota  to  the  capital,  Pierre,  and 
he  seemed  to  me  to  be  a  man  equipped  to  build  75  miles  of  road  for 
us.  I  went  to  him  and  explained  the  situation,  and  took  along  with 
me  a  learned  man,  you  know,  a  technical  man,  and  he  had  called  in 
his  friends,  and  he  seemed  to  be  very  much  impressed  with  the  idea, 
and  asked  me  if  I  could  come  down  and  see  him  again  in  a  week  or 
10  days,  I  forget  which,  it  was  just  a  short  time,  and  I  told  him  I 
could,  and  would  be  glad  to.  I  went  back,  and  he  and  his  friends 
were  there,  and  they  said,  "  Merritt,  what  are  you  going  to  do  with 
Winchell  ? "'  Winchell  was  the  State  geologist.  I  said :  "  Gentle- 
men, the  stuff  is  off.  If  you  hare  been  to  consult  Winchell  or  any 
other  geologist  or  scientist,  there  is  no  use  tallcing  to  me  any  more," 
and  we  dropped  that,  and  then  afterwards  Frick 

Mr.  Gardner.  Would  you  mind  my  interrupting  you  just  a  mo- 
ment? I  did  not  quite  get  the  connection  of  that,  as  to  why  you 
would  not  continue  relations  with  this  man  if  they  had  been  in  com- 
munication with  Winchell. 

Ml'.  Merritt.  Why,  because  I  knew  Winchell  would  condemn  it. 
He  said :  "  What  are  you  going  to  do  with  Winchell  ?"  He  had  been 
to  see  Winchell  in  the  meantime,  and  Winchell  told  him  to  keep  off, 
as  he  told  me  afterwards,  that  there  was  not  anything  there. 

Mr.  Gardner.  That  is,  that  the  implication  was  against  Winchell's 
judgment  ? 

Mr.  Merritt.  My  implication  was  against  AVinchell's  judgment,  of 
course.  Of  course  I  had  to  take  that  stand,  but  I  knew  T  had  ore 
there,  and  he  said  I  did  not.  That  was  all  the  difference.  He  was 
a  scientist,  and  his  word  went.  1,  as  an  explorer,  had  no  standing  in 
a  case  of,that  kind.    I  went  to  Carnegie 

The  Chairman.  You  mentioned  Frick;  what  did  Frick  say? 

Mr.  Merritt.  I  went  to  Carnegie,  I  think  it  was,  and  Carnegie 
sent  a  man  up  there  and  took  samples  of  that  ore,  which  he  showed 
me,  and  they  ran  well.  Tliey  showed  us  the  assays,  and  they  were 
good.  I  had  an  interview  with  Frick.  Frick  did  not  use  me"  like  a 
gentleman,  and  cut  me  off  short,  and  bulldozed  me.  I  did  not  see 
why,  if  I  had  been  invited  there  to  see  him 

The  Chairman.  Had  Frick  invited  you  to  see  him  ? 

Mr.  Merritt.  Certainly.    That  is  what  I  was  invited  there  for. 

The  Chairman.  What  did  he  say  to  you?    Tell  us  what  he  said. 

Mr.  Merritt.  Well.  I  do  not  recollect  now  exactly  what  he  said, 
but  he  cut  me  off  very  short,  you  know. 

The  Chairman.  Eidiculed" the  idea  that  you  had  found  ore? 

Mr.  Merritt.  Ridiculed  the  idea,  and  so  on. 

The  Chairman.  Had  Frick  any  holdings  then  in  that  region,  in 
Michigan,  or  anywhere,  that  this  ore  would  interfere  with  ? 

Mr.  Merritt.  I  do  not  know  where  their  holdings  were.  I  am  not 
sure  whether  they  had  any;  I  simply  knew  that  the  Carnegie  outfit 
were  iron  people,  you  know. 
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Mr.  Gardner.  Was  Mr.  Frick  in  'Mr.  Carnegie's  employ  at  that 
time?  ^  ^    -^ 

Mr.  Mbeeitt.  Yes ;  I  think  he  was. 

Mr.  Gardner.  You  went  to  Carnegie  first? 

Mr.  Meeritt.  I  was  invited  to  see  Carnegie,  you  know. 

Mr.  Gardner.  "Was  that  your  action  or  his  ? 

Mr.  Mereht.  Well,  we  went  to  see  Carnegie  on  their  action. 
They  came  up  there  and  examined  that  ore,  you  know,  and  we  were 
invited  down  there. 

Mr.  Gardner.  Who  asked  them  up  to  see  the  ore  ? 

Mr.  Mekritt.  I  can  not  think  of  his  name,  but  he  was  also  a 
partner  in  that  concern. 

The  Chairman.  Was  it  Mr.  Galey  ? 

Mr.  MsMtiTT.  Oh,  no.  I  can  not  think  of  his  name.  He  was  a 
very  nice,  gentlemanly  little  fellow.  I  say  "  little  " — he  was  a  man 
that  would  weigh  about  135  or  140  pounds.  Anyhow,  I  had  a  tallf 
with  Plough,  of  the  St.  Paul  &  Duluth,  and  with  different  parties, 
and  finally  tXonald  Grant  was  interested  with  us  there,  and  K.  D. 
Chase,  and  finally  some  of  us  boys  proposed  that  we  go  in  together 
and  raise  this  money.  We  thought  we  could  put  up  a  certain  amount, 
and  we  would  build  that  road.  We  finally  formed  a  syndicate — Foley 
Bros.  &  Guthrie,  Donald  Grant,  K.  D.  Chase,  and  Alfred  and  my- 
self, in  which,  if  I  remember  right,  Alfred  and  myself  had  a  fifth 
interest.  I  think  it  was  divided  into  fifths.  We  went  on  and  built 
that  road,  and  we  owned  the  road  when  it  was  done,  and  we  owned 
the  bonds,  and  we  put  up  the  money.  After  we  had  organized  the 
railroad  company 

Mr.  Gardner.  Excuse  me  one  minute.  After  this  company  was 
organized  you  and  your  brother  had  one-fifth  of  the  bonds  and  one- 
fifth  of  the  stock.  Did  you  still  maintain  the  entire  ownership  of  the 
mine  or  what  that  divided  up  into  fifths  ? 

Mr.  Merritt.  No,  sir. 

Mr.  Gardner.  That  was  not  divided  into  fifths  ? 

Mr.  Merritt.  No,  sir.  I  am  talking  about  the  railroad  now 
entirely. 

Mr.  Gardner.  But  I  am  asking  you  whether  the  mine  was  in  any 
way  connected  with  the  railroad  at  that  time. 

Mr.  Merritt.  Only  by  traffic  contracts,  that  was  all.  We  had  it 
in  our  power  to  make  traffic  contracts  through  our  interest  in  these 
mines  with  our  friends,  to  make  traffic  contracts  with  the  railroad, 
which  made  the  railroad  stock  worth  not'  less  than  par,  and  I  paid 
par  in  good  cash  for  a  good  deal  of  that  stock.  I  do  not  remember 
what  it  was.  I  heard  my  brother  testify  he  paid  $5,000  at  par.  That 
railroad  stock  on  their  traffic  contracts,  before  the  survey  was  made, 
was  worth  par,  and  I  paid  par  for  it.  Then  we  asked  for  the  privi- 
lege to  cross  the  streets  and  alleys  in  Duluth  to  come  into  Duluth, 
and,  as  I  understand  since,  through  the  influence  of  the  Minnesota 
Iron  Co.,  the  people  were  all  stirred  up  there,  and  they  held  meet- 
ings and  one  thing  another,  and  virtually  drove  us  out  of  town.  So 
we  made  our  survey,  and  then  we  made  arrangements  to  connect  with 
the  Duluth  &  Winnipeg,  and  they  were  to  build,  or  had  built  over  to 
Superior,  or  were  to  build,  I  ani  not  certain  about  that,  docks,  and 
we  were  to  make  a  traffic  or  wheelage  contract  with  them  in  some 
way,  and  we  did.     We  were  to  build  down  to  them,  and  we  went  at 
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it,  and  employed  ilr.  ^Martz,  whom  I  knew  to  be  a  good  engineer 
and  a  good  woodsman  and  an  honest  man,  because  I  had  had  lofe 
of  deals  with  him  before,  and  we  made  that  survey,  and  we  built  that 
road,  about  70  miles.  I  won't  state  exactly  how  many  miles,  because 
it  has  been  stated  here,  and  I  presume  it  is  correct.  As  I  said,  we 
owned  the  bonds,  and  we  owned  the  stock  when  it  was  done,  and  we 
did  not  owe  any  debts  at  that  time.  Well,  afterwards  it  was  sug- 
gested— the  people  of  Duluth  saw  the  mistake  they  had  made  in  driv- 
ing us  over  to  Superior  to  build  the  ore  docks  and  establishing  ship- 
ping interests  over  in  a  rival  town,  and  so  they  offered  us — they  voted 
finally  $260,000  bonus  if  we  would  come  into  Duluth. 

About  that  time  Alexander  McDougall  and  another  fellow  who 
were  interested  by  a  man  by  the  name  of  C.  W.  Wetmore,  in  New 
York,  got  to  telling  me  first  about  their  business.  They  were  build- 
ing whalebacks;  and  this  Wetmore,  it  seems,  according  to  what  I 
imderstood  from  them,  was  perhaps  the  fellow  that  got  up  .this  syn- 
dicate that  was  building  these  whalebacks.  He  was  the  promoter 
or  the  organizer  of  that  syndicate,  and  they  got  to  telling  me  a  great 
deal  about  Mr.  Rockefeller,  what  a  man  he  was,  and  how  he  was 
backing  them,  and  what  amounts  of  money  he  had.  I  had  known 
about  Rockefeller,  I  suppose,  but  I  had  never  taken  any  interest  in 
him,  because  I  was  not  a  hero  worshipper,  neither  was  I  a  man  that 
cared  much  about  wealth.  This  whole  thing  I  am  telling  you  about 
was  not  to  gain  wealth.  I  did  not  have  that  idea,  but  I  had  lots  of 
friends,  and  I  wanted  to  see  the  country  develop,  and  I  wanted  to 
see  Duluth  made  a  great  iron  port  and  a  manufacturer  of  iron,  and 
I  wanted  to  see  what  was  going  on  now.  They  called  my  attention 
several  times  to  these  people,  or  to  John  D.  Rockefeller  particularly, 
and  now  the  next  I  remember  about  it  after  that — of  course  this  was 
a  good  many  years  ago,  and  I  am  going  to  skip  things  that  I  am  not 
clear  on.  I  have  cultivated  a  forgetter  for  reasons  of  my  own  for 
a  good  many  years,  and  I  never  expected  to  be  before  this  honorable 
body,  or  called  as  a  witness  in  any  way  to  state  my  side  of  this  case. 
But  the  next  thing  that  I  remember  distinctly  now  in  order,  I  was 
visited  at  Duluth  by  this  man  Wetmore,  and  by  him  introduced  to 
G.  Wellwood  Murray  as  Rockefeller's  private  attorney.  Now,  I 
do  not  say  that  that  was  the  next  move,  but  that  is  the  next  one  that 
I  rememlaer.  I  do  not  remember  anything  but  the  salient  points 
anyway.  I  remember  distinctly  that  I  met  those  gentlemen  at  that 
time.  I  think  it  was  at  that  time.  I  think  it  was  in  St.  Paul,  and 
we  had  some  trouble  then,  because  a  part  of  the  railroad  company 
had  tried  to  sell  out  our  holdings  there  at  the  rate  of  $7,500,000. 

Mr.  Gardner,  ^t  the  rate  of  what  ? 

Mr.  Merritt.  $7,500,000  at  that  point. 

Mr.  Gardner.  Your  holdings  in  the  railroad  ? 

Mr.  Merritt.  Our  holdings  in  the  railroad  and  the  mine  at  the  rate 
of  $7,500,000  to  people  interested  in  the  Minnesota  Iron  Co.  Bacon 
was  one  of  them.  We  had  found  out  through  some  letter  that  was 
dropped  on  the  floor  by  our  president — Mr.  K.  D.  Chase  was  the 
first  president  of  the  Duluth,  Missabe  &  Northern— that  he  was 
negotiating  with  these  people  for  a  sale  of  51  per  cent,  and  that 
would  be  at  the  rate  of  $7,500,000. 

Mr.  McGiLLicuDDY.  Do  you  mean  negotiating  to  sell  your  interest 
in  the  railroad  ? 


UNITED   STATES   STEEL   CORPORATION.  1895 

Mr.  Meebiit.  In  the  railroad  and  mines,  the  whole  enterprise. 

Mr.  McGiLLicuDDY.  As  I  understand  it,  the  mines  were  owned 
separately  by  you  and  your  brother. 

Mr.  Mberitt.  Yes;  but  a  majority  of  the  stockholders — they  were 
owned  by  a  stock  company.    We  had  sold  stock,  don't  you  see? 

Mr.  McGiLLiCTJDDY.  In  the  mine? 

Mr.  Merritt.  In  the  mine ;  yes. 

Mr.  Gardner.  At  this  time  did  you  and  your  brother  own  the 
controlling  interest  or  over  50  per  cent  of  the  mine? 

Mr.  Merritt.  Yes;  myself  and  my  brothers  and  nephews  and  our 
wives  and  children. 

Mr.  Gardner.  It  was  under  your  immediate  control,  as  it  were? 

Mr.  Merritt.  Yes;  it  was  under  our  immediate  control.  A  meet- 
ing was  called 

Mr.  Gardner  (interposing).  One  moment.  In  reference  to  the 
railroad,  what  proportion  did  you  own  of  the  railroad  under  your 
immediate  control — still  one-fifth  or  had  you  added  to  your  holdings  ? 

Mr.  Merritt.  We  did  not  own  but  we  controlled  the  railroad  at 
that  time  through  our  friends,  you  know. 

Mr.  Gardner.  You  said  that  Mr.  Chase  started  to  sell  something 
out,  and  I  was  wondering  how  much  he  had  to  get  from  you  and 
your  brother  in  order  to  accomplish  that. 

Mr.  Merritt.  He  did  not  have  to  get  anything  from  us,  because 
when  it  came  to  the  question  of  the  sale  they  had  made  a  mistake  in 
addition,  and  did  not  have  enough  stock  to  consummate  a  sale  of 
51  per  cent  of  it. 

Mr.  Gardner.  Did  you  and  your  brother  at  that  time,  or  you  and 
your  immediate  family,  hold  si  per  cent  of  the  stock  ? 

Mr.  Merritt.  Yes,  sir;  we  held  51  per  cent  of  the  stock  at  that 
time. 

Mr.  Gardner.  Of  the  railroad  company? 

Mr.  Merritt.  Yes,  sir;  and  of  the  whole  enterprise,  through  our 
friends. 

Mr.  Gardner.  Then  these  were  two  separate  enterprises  up  to 
this  point  in  your  story  ? 

Mr.  Merritt.  Yes,  sir,  they  were  two  separate  enterprises  until  the 
consolidation  was  made. 

Mr.  Gardner.  And  then  you  and  your  friends  later  proposed  to 
sell  out  a  majority  interest  in  the  railroad  and  also  a  majority  inter- 
est in  the  mines  ? 

Mr.  Merritt.  Yes,  sir;  and  a  meeting  was  held  for  that  purpose, 
but  apparently  &,  mistake  had  been  made  in  addition.  Then  Senator 
Clapp,  who  was  my  attorney  at  the  time,  came  to  me  and  said,  "  If 
these  fellows  will  not  sell  out,  or  if  these  fellows  can  not  sell  out " — 
Clapp,  by  the  way,  voted  with  us — "  why  don't  you  do  it  ?  " 

Mr.  Gardner.  You  said  Senator  Clapp  did  what  at  that  meeting? 

Mr.  Merritt.  He  said,  "  Why  don't  you  sell  out  ?  " 

Mr.  Gardner.  Was  he  a  stockholder? 

Mr.  Merritt.  Yes,  sir ;  and  he  voted  with  us.  He  was  loyal  to  us, 
but  it  occurred  to  him  that  it  was  a  good  time  to  sell  out  and  get  rid 
of  it.  I  told  him  that  I  could  not  abandon  the  enterprises  in  which 
my  friends  were  interested,  and  that  after  I  sold  51  per  cent  of  the 
stock  that  their  work  would  be  stopped,  and  that  my  friends,  who 
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were  the  people  who  had  gone  in  there  with  me  and  helped  furnish 
the  money  to  develop  these  mines,  would  be  ruined. 

Mr.  Beall.  Who  made  this  proposition  to  sell  out? 

]\ir.  Mekritt.  It  was  practically  the  IMinnesota  Iron  Co. 

:Mr.  Beall.  Did  that  company  "have  a  rival  field  somewhere? 

Mr.  Mereitt.  Yes,  sir;  they  had  a  rival  field  and  a  rival  road. 

Mr.  Beall.  Was  it  your  idea  that  if  it  was  sold  to  them  all  work 
on  this  road  would  stop? 

?.ir.  ZkfERRiTT.  Yes.  sir;  until  the  stockholders  who  did  not  sell  out 
were  crushed.  The  ^alue  of  the  stock  depended  entirely  both  on  the 
railrcrtd  and  the  mmes  being  worked  and  the  prospects  of  being 
worked.  Ab  I  said,  the  railroad  stuck  was  worth  par,  because  we 
had  contracts  with  the  mines  for  shipping  the  ore,  but  if  you  stopped 
that  work  the  value  would  go  down,  not  only  of  the  railroad  but  of 
the  mine. 

Ml-.  Beall.  Was  that  the  idea  you  had  in  mind  when  you  said 
that  you  had  friends  involved  in  the  matter  and  that  you  did  not 
want  to  sacrifice  Jhem  ? 

Mr.  ilERRiTT.  Yes,  sir. 

Mr.  (iIakd>-er.  When  Senator  Clapp  tried  to  get  you  to  sell  out, 
what  year  was  that? 

Mr'  :\Ierritt.  I  think  that  was  in  1892. 

Mr.  Gardner.  Senator  Clapp  then  changed  his  mind  after  voting 
with  you? 

Mt.  Merritt.  Xo,  sir;  he  was  not  only  the  attorney  for  the  rail- 
I'oad  and  the  mines  but  Senator  Clapp  was  a  friend  of  mine,  and 
perhaps  he  was  a  man  who  could  see  breakers  farther  than  I  could, 
you  know.  I  have  an  idea  that  if  I  had  taken.  Senator  Clapp's  ad- 
vice it  would  have  been  better  for  me  personally,  and  I  think  he  had 
no  ulterior  motive.  He  went  at  that  for  my  best  interest  and  the 
best  interest  of  my  family. 

Mr.  Gardner.  It  did  not  cross  mj:  mind  that  he  had  an  ulterior 
motive. 

Mr.  Merritt.  I  understood  that  very  plainly,  but  I  wanted  to  make 
it  plain  that  I  did  not  harbor  anything  against  him  because  of  this 
advice.  I  did  not  take  his  advice,  and  possibly  missed  it  by  not  doing 
so.  But  about  that  time  it  occurred  to  us  that  the  railroad  itself  was 
in  danger,  because  we  did  not  own  a  majority  of  the  stock,  and  in 
some  way  that  Avas  connected  with  the  effort  that  had  been  made 
in  New  York 

Mr.  Gardner  (interposing).  Let  us  be  clear  about  that.  How 
was  the  railroad  in  danger?  Because  you  did  not  own  a  majority  of 
the  stock? 

Mr.  Merritt.  Yes,  sir;  but  we  controlled  a  majority  of  the  whole 
thing  together.  We  treated  this  thing  in  that  attempted  sale  as  a 
whole. 

Mr.  Gardner.  You  owned  a  majority  of  stock  in  the  mines? 

Mr.  Mekritt.  Yes,  sir. 

Mr.  Gardner..  But  you  did  not  own  a  majority  or  the  control  of 
the  railroad? 

Mr.  Meebitt.  That  is  right. 

Mr.  Gardner.  But  you  owned  a  majority  of  the  whole  thing  taken 
together  ? 

Mr.  Merritt.  Yes,  sir. 
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The  Chairman.  While  you  did  not  own  a  majority  of  the  railroad 
stock  up  to  that  time,  the  stockholders  were  your  friends  and  would 
take  your  advice  in  the  control  and  management  of  it? 

Mr.  Mereitt.  Yes,  sir.  There  was  also  a  fear,  you  Imow,  that 
unless  we  had  full  control,  why,  some  one  might  become  disgruntled 
and  injure  us  in  some  way.    I  do  not  remember  just  how. 

Mr.  Gardner.  Let  us  get  this  matter  clear.  I  understand  you  to 
say  that  at  this  time  you  did  not  own  a  majority  of  the  stock  of  the 
railroad  ? 

Mr.  Mereitt.  What  I  mean  is  a  majority  of  the  enterprises  as  a 
whole.  With  my  friends  I  controlled  a  majority  of  the  railroad  at 
that  time.  That  is,  I  controlled  it  with  my  friends,  but  if  any  of  my 
friends  were  to  go  back  on  me  I  would  not  control  it. 

Mr.  Gaedner.  In  other  words,  your  control  depended  on  their  not 
putting  somebody  out? 

Mr.  Meeeitt.  Yes.  sir.  In  some  way.  I  am  not  clear  how  it  was 
done,  but  in  some  way  this  was  communicated  to  New  York  and 
went  to  John  D.  Rockefeller  through  Mr.  Wetmore,  and  Mr.  Wet- 
more  and  Mr.  George  Wellwood  Murray  came  up  there  to  help  me 
out.  They  met  me,  1  think,  in  St.  Paul  and  gave  me  a  draft  on  New 
York,  which  they  said  was  from  Mr.  Rockefeller,  for  $350,000,  which 
I  shoved  in  my  vest  pocket  the  same  as  a  Southern  gentleman  would 
a  roll  of  bills.  In  fact,  I  recollect  their  reprimanding  me  by  saying 
that  that  was  a  large  amount  of  money  and  that  I  ought  to  take  care 
of  it.  They  explained  to  me  that  the  purpose  of  that  was  to  buy  the 
treasury  stock  of  the  railroad  for  a  syndicate  in  which  I  was  to  have 
an  interest  and  for  which  I  was  to  owe  Mr.  Rockefeller.  Mr.  Rocke- 
feller was  to  have  some  of  this,  and  it  was  to  be  divided  up,  but  it 
would  bring  the  control  of  the  railroad  safely  in  our  hands.  I  pur- 
chased that  stock  with  this  $350,000,  and  we  made  some  contracts.  I 
do  not  remember  these  contracts,  but  they  can  be  found  and  fur- 
nished to  you  gentlemen,  I  suppose,  if  you  will  go  after  them. 

Mr.  Beall.  What  did  you  have  to  pay  for  that  stock  ? 

Mr.  Meeritt.  We  paid  par  for  that  stock. 

Mr.  Gardner.  That  was  treasury  stock? 

Mr.  Merritt.  Yes,  sir;  that  went  into  the  building  of  the  road. 
Perhaps  I  am  a  little  ahead  of  my  story  on  this  $350,000  business.  I 
would  like  to  go  back  a  little  so  as  to  make  my  story  connected.  In 
the  meantime  I  was  introduced,  or  perhaps  I  had  a  letter  from  Mr. 
Murray.  Mr.  Murray  was  Mr.  Rockefeller's  private  attorney,  and 
we  had  made  a  contract  with  C.  W.  Wetmore  and  his  associates.  I 
am  informed  that  Mr.  Rockefeller  was  one  of  his  associates,  and  I 
learned  afterwards  that  he  was  associated  to  a  certain  amount  of 
money — a  comparatively  small  amount  of  money — and  after  that  his 
responsibility  ended.  That  was  no,  I  believe.  Then  we  made  this 
survey  down  to  Duluth  and  bought  rights  of  way,  and  so  on,  and 
my  brother  went  to  building  the  road  on  this  money — that  is,  the 
$350,000  of  stock  that  went  into  the  treasury. 

The  Chairman.  That  was  from  the  junction  of  the  Duluth  & 
Winnipeg  Railroad  into  the  city  of  Duluth? 

Mr.  Mereitt.  Yes,  sir;  we  went  to  work  and  used  this  money  as 
far  as  it  went,  and  then  Mr.  Wetmore  fell  down.  Wetmore  and  his 
associates  fell  down  and  were  not  furnishing  any  money,  and  we 
were  prosecuting  this  work  on  our  own  credit. 
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Mr.  Gardkee.  Do  you  mean  to  say  they  did  not  furnish  the 
$350,000? 

Mr.  Mekeitt.  I  mean  to  say  that  $350,000  of  that  treasury  stock 
was  bought  with  John  D.  Kockefeller's  money. 

Mr.  Gardner.  And  that  was  used  in  this  construction  work? 

Mr.  Meeeitt.  When  we  commenced  construction  we  commenced 
to  use  this  money. 

Mr.  Gardner.  Now,  you  say  they  fell  down,  but  you  did  not  ex- 
plain that  they  were  to  be  called  on  for  any  more  monej'. 

Mr.  Merrttt.  They  contracted  for  the  bonds  on  this  road  and  the 
stock  of  this  road,  and  were  to  furnish  the  money  in  installments. 

Mr.  Gardner.  That  was  in  addition  to  this  sum  ? 

Mr.  Merritt.  Yes,  sir ;  that  $350,000  was  for  the  purchase  of  stock. 
That  had  nothing  to  do  with  the  enterprise ;  it  was  for  the  purchase 
of  treasur}'  stock,  and  went  into  the  treasury,  but  we  were  to  use 
that  in  the  development  and  building  of  the  road. 

Mr.  Gardner.  Then,  besides  that,  they  undertook  to  furnish 
money  for  the  building  of  this  new  branch  ? 

Mr.  Merritt.  Yes,  sir;  and  they  failed  to  do  it.  The  boys,  as 
they  used  to  call  us  in  New  York,  in  derision,  got  together,  and  they 
sent  me  down  there  to  find  out  why  Mr.  Wetmore  and  his  associates 
were  not  furnishing  the  money  according  to  the  contract. 

The  Chairman.  Did  you  meet  the  Eev.  Dr.  Gates? 

Mr.  Merritt.  Yes,  sir. 

The  Chairjian.  Tell  us,  at  this  point,  where  you  met  him. 

Mr.  Merritt.  Well,  he  came  up  there  in  the  winter  of  1891  or 
1892,  I  think,  and,  as  he  afterwards  said,  as  the  guest  of  C.  W.  Wet- 
more.  Anyway,  he  came  up  there,  and  I  was  introduced  to 
Mr.  Rockefeller's  right-hand  man.  I  took  him  around  on  th 
and  showed  him  around.  I  had  missed  that,  because  I  do  i 
to  talk  about  Gates  very  well,  and  we  did  not  have  any  bus 
all.  He  explained  to  me  how  he  was  a  preacher  and  how  h( 
was,  and  how  pious  John  D.  Rockefeller  was,  and  that  wa 
all  we  did. 

The  Chairman.  Did  he  congratulate  you  on  your  piety 
your  being  a  Christian? 

Mr.  Merritt.  Yes,  sir ;  I  belong  to  a  .Christian  family.  Mj 
and  mother  were  good  Christians. 

The  Chairman.  Did  that  fact  afford  the  Rev.  Dr.  Gates 
deal  of  consolation  and  did  he  felicitate  you  on  that? 

Mr.  Merritt.  As  I  remember  it,  he  seemed  to  be  glad  that 
Christian  people.     I  do  not  like  to  talk  about  Gates,  and  if  j 
permit  me.  I  will  go  on  with  my  story.     Later,  when  I  go 
there,  of  course,  it  was  in  1893  and  times  were  panicky.     I  c( 
that  Wetmore  could  not  raise  anything  there,  and  I  tried 
out  why.     I  did  not  think  Mr.  RockefeUer  was  very  hard  up 

The  Chairman.  Did  you  go  to  New  York  at  Mr.  Gate! 
gestion  ? 

Mr.  SIerritt.  No,  sir;  not  to  New  York.  I  went  up  there 
suggestion  of  the  boys.  I  had  intended  to  be  there  only  a  fe 
but  I  stnved  there  at  Mr.  Gates's  solicitation  and  at  Mr.  We 
solicitation.  Now,  I  said,  "  How  is  it  about  your  associa 
Rockefeller?"  Well,  I  did  not  get  any  very  definite  answer; 
knew  that  our  boys  were  suffering  for  money  up  there,  and  w 
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ing  to  carry  on  that  construction  on  their  own  security.  Then,  I  did 
believe  that  Mr.  Rockefeller  was  only  associated  to  a  certain  amount 
of  money,  which  he  had  paid  and  which  we  had  received.  Well,  I, 
of  Qourse,  appeared  to  be  worried,  and  this  man  Gates — I  saw  him 
almost  daily — and  while  I  can  not  repeat  our  conversations  word  for 
word  or  anything  of  that  kind,  I  was  led  to  believe  that  if  we  would 
make  a  consolidation  of  all  these  interests  Mr.  Rockefeller  would 
purchase  bonds,  and  that  would  let  us  out  of  the  trouble,  but  cer- 
tainly he  did  not  want  to  purchase  bonds  of  a  railroad  or  anything 
of  that  kind;  so  the  consolidation  was  being  worked  on.  This  was 
not  being  done  so  much  by  myself  as  by  Mr.  Rockefeller's  asso- 
ciates in  this  enterprise.  My  attention  was  called  to  it  from  day  to 
day,  and  I  wanted  to  see  what  could  be  done.  In  the  meantime  the 
boys  were  getting  hard  up,  and,  through  Gates,  I  began  to  take  small 
loans  of  Mr.  Rockefeller,  for  which  I  put  good  collateral  of  these 
mines  and  stocks.  Finally,  that  went  on  for  some  time;  I  can  not 
tell  how  many  times  or  how  many  instances  there  were,  because,  as 
I  have  said  before,  I  have  forgotten  some  of  these  things.  I  recall 
only  the  salient  points.  But  I  remember  there  came  a  time  when 
they  suggested  that  I  put  up  a  whole  bundle  of  securities  and  get 
what  money  I  wanted — that  is,  from  time  to  time.  I  think  at  that 
time  my  brother,  with  whom  I  was  in  communication,  or  constant 
communication,  gave  me  a  power  of  attorney  to  put  up  securities 
for  him,  which  I  did.  My  recollection  is  that  after  I  had  put  up  a 
bundle  of  securities,  or  quite  a  lot  of  them,  that  the  rate  at  which 
I  could  sell  these  mines  or  at  which  I  could  sell  the  railroad  was  a 
great  deal  more  than  anything  I  was  borrowing  from  them.  I  began 
to  be  unable  to  borrow.  Mr.  Gates  told  me  that  Mr.  Rockefeller  was 
hard  up.  That  was  the  first  time  in  all  my  life  that  I  heard  it  said 
that  he  was  hard  up,  but  Mr.  Gates  told  me  that  he  was  hard  up 
for  money,  and,  by  golly,  I  believed  it  at  the  time.  I  do  not  be- 
lieve it  now,  because  I  know  Gates  was  a  liar.  Anyway,  I  began  to 
get  uneasy.  The  railroad  was  the  one  thing  that  was  being  pushed ; 
the  mines  were  all  right;  they  had  contracts  and  money  in  the 
treasury.  They  were  all  right,  but  the  railroad  was  bothering  me. 
I'he  men  were  ready  to  mob  our  people,  because  they  could  not  get 
their  pay.  Alfred  suggested  to  me  that  we  put  the  railroad  into 
the  hands  of  a  receiver.  Of  course  he  would  have  been  receiver, 
you  know,  and,  of  course,  would  have  come  out  all  right.  I,  hav- 
ing all  confidence  in  this  man  Gates,  suggested  that  to  him,  and,  of 
course,  being  a  business  man,  he  could  see  plainly  that  that  would 
settle  things  so  far  as  the  trouble  with  the  railroad  was  concerned. 
Shortly  after  that  he  came  to  me  urging  that  we  go  into  this  con- 
solidation of  this  whole  interest.  One  day  he  came  to  me  and  said, 
"  Don't  you  be  afraid ;  I  am  from  Mr.  Rockefeller.  Don't  you  be 
afraid  of  losing  control.  If  you  make  this  consolidation  jrou  shall 
be  president  of  this  consolidation,  and  you  shall  have  a  majority  of 
the  directors,  and  jon  shall  be  protected  in  every  way  possible." 
Unfortunately  I  believed  that  was  so,  and,  in  fact,  after  a  while  it 
turned  out  that  way. 

The  Chairman.  Did  you  talk  to  Mr.  Rockefeller  in  person  ? 

Mr.  Meheitt.  I  will  come  to  that  in  a  short  time.    It  is  a  long 
story  if  I  tell  it  in  a  long  way,  but  I  am  telling  it  as  briefly  as  I 
can  to  keep  it  connected.    In  a  day  or  two  after  that,  he  came  to 
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me  and  asked  me  to  go  up  for  an  interview  with  ]VIr  Rockefellei\ 
Of  course,  I  went  with  him,  feeling  a  little  bit  important  that  I 
should  be  called  to  an  interview  with  such  a  magnate.  I  was  begin- 
ning to  get  a  pretty  high  opinion  of  the  man.  They  used  to  speak 
of  him  in  whispers  down  there.  Well,  I  went  up  there  and  met 
Mr.  Rockefeller.  I  went  into  Mr.  Gates's  office.  Mr.  Rockefeller 
came  in  and  shook  hands  with  me,  and  he  was  as  gentlemanly  a  sort 
of  man  as  you  have  met.  He  had  a  kindly  face  and  a  brotherly  sort 
of  manner.  He  talked  about  the  weather  for  a  while,  and  asked  me 
about  my  family  He  told  me  that  he  had  had  occasion  to  look 
me  up  and  to  look  up  my  brothers,  and  that  he  had  satisfied  himself 
that  we  were  honest,  straightforward  sort  of  fellows  and  men  of 
ability;  that  we  were  men  who  had  done  great  work  up  there,  and 
men  who  in  their  organization  seemed  not  to  have  made  any  mistake. 
This  was  the  first  mistake  I  made  in  that  whole  business — that  is, 
it  was  the  first  serious  mistake.  He  said  that  if  it  could  be  arranged 
for  a  consolidation,  or  if  a  consolidation  could  be  made,  he  would 
be  proud  to  become  a  partner  and  backer  of  it.  He  said  that  he 
wanted  to  put  in  some  of  his  own  properties,  and  get  our  eggs  in  one 
basket  and  take  care  of  it.  He  said  many  things  which  I  can  not 
repeat  now.  He  mentioned  at  that  time  this  railroad,  and  he  had 
heard  doubtless  that  we  contemplated  putting  this  railroad  into  the 
hands  of  a  receiver.  He  said,  "Of  course,  you  can  do  that;  you 
boys  can  do  that;  it  would  be  perfectly  legitimate;  it  would  be 
absolutely  right;  it  would  take  you  out  of  this  trouble."  But  he 
said  after  that,  "  Mr.  Merritt,  there  is  a  little  tinge  to  that.  You 
want  to  avoid  it,  and  you  must  avoid  it.  Go  ahead  and  make  his 
consolidation.  I  do  not  want  to  have  your  stock.  I  am  past  specu- 
lation, but  I  have  money  that  I  would  gladly  invest  in  these  bonds, 
and  I  will  buy  your  bonds."  He  then  said,  "  It  will  make  things 
easy,  and,  Mr.  Merritt,  you  have  no  idea  how  much  money  you  may 
have  to  raise;  you  may  have  to  get  your  ores  into  Cleveland;  you 
have  only  practically  commenced." 

Such  talk  as  that  captured  me.  I  told  him  that  I  would  do  it,  and 
he  got  up  then  and  we  shook  hands.  He  said  that  he  was  glad  to 
have  met  me,  and  I  also  expressed  my  approval  of  my  good  fortune 
in  meeting  a  gentleman  like  him.  He  said,  "  I  have  much  to  do," 
and  he  then  turned  me  over  to  Mr.  Gates.  He  said  that  whatever 
Mr.  Gates  said  would  be  all  right.  Then,  afterwards,  I  had  much  to 
do  with  Gates,  but  understood,  of  course,  that  I  was  dealing  direct 
with  Mr.  Rockefeller  in  all  these  things.  In  the  meantime  the  rail- 
road was  hard  up,  and,  finally,  the  consolidation  was  made,  and  the 
consolidated  mines  were  organized.  I  was  made  president,  and, 
with  Mr.  "Wetmore,  I  had  a  majority  of  the  directors  on  that  board. 
Mr.  Murray,  as  I  remember,  was  my  chief  adviser ;  he  was  the  attor- 
ney for  the  consolidated  mines.  I  think  he  was  the  regular  attorney 
for  the  consolidated  mines,  and  a  Mr.  Scheide  was  made  secretary. 
The  understanding  was  that  when  this  consolidation  was  made  the 
presidency  and  control  of  the  directors  should  be  conceded  to  me, 
because  I  and  my  friends  owned  this  property  practically,  but  Mr. 
Rockefeller  was  to  name  the  secretary  and  treasurer,  who  was  Mr. 
Scheide,  and  he  was  also  to  name  the  general  manager.  I  agreed  to 
that — that  is,  if  he  would  pick  out  a  general  manager  Avith  whom  we 
would  be  satisfied.    He  named  as  general  manager  a  brother  of  Mr. 
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Scheide,  who  was  made  the  secretary,  and,  I  think,  the  treasurer,  and 
this  brother  I  always  called  "  Honest "  Scheide ;  not  that  the  other 
was  dishonest,  but  I  knew  this  man  was  an  honest  man.  I  went  up 
with  him  to  Lake  Superior,  and  we  looked  over  the  consolidated 
mines.  When  we  came  back  it  was  time  for  Mr.  Rockefeller  to  buy 
these  bonds,  and  he  delayed  doing  it.  It  was  really  brutal  the  way 
the  meetings  of  the  consolidated  mines  were  held.  We  wasted  our 
time;  I  was  president  of  it  and  he  was  the  attorney — that  is,  Mr. 
George  Wellwood  Murray.  We  had  meetings  at  which  all  of  our 
time  was  taken  up  with  small  matters.  I  recollect  one  meeting  that 
we  spent  in  a  discussion  of  the  difference  between  $5  on  a  cook's  wages 
in  Hibbing.  We  spent  the  whole  time  on  that  question,  and  finally 
referred  it  to  Mr.  Scheide,  and  he  agreed  with  Mr.  Murray  that  the 
bill  of  the  man  should  be  paid,  and  it  was  agreed  to  pay  him.  That 
was  all  that  was  done  at  this  meeting.  I  guess  this  gentleman  [re- 
ferring to  Mr.  Murray]  can  remember  it  very  well — ^that  is,  that  we 
spent  a  $60  meeting  over  a  $5  bill.  Of  course,  I  did  not  realize  that 
it  was  just  an  excuse  for  not  buying  these  bonds.  Finally,  I  went  to 
"  Honest "  Scheide,  the  man  whom  I  knew  to  be  honest,  with  the 
trouble.  Mr.  Scheide  went,  and  when  he  came  back,  after  a  few  days, 
with  tears  in  his  eyes,  he  told  me  that  he  had  gone  to  John  D.  Rocke- 
feller. These  were  about  his  words.  He  said^  "  I  went  to  him,  and 
gave  him  a  certain  number  of  days  to  do  what  he  agreed  to  do,  and  he 
has  refused  to  do  it,  and  I  have  quit."  Shortly  afterwards  Gates 
came  to  me.  Things  were  getting  hot,  and  Gates  came  to  me.  Will 
you  excuse  me  for  a  moment? 

The  Chaieman.  Certainly. 

Mr.  Eeed.  Does  the  Chair  still  feel  that  this  evidence  clearly 
relates  to  a  violation  of  the  interstate-commerce  act  by  the  United 
States  Steel  Corporation? 

The  Chairman.  It  does.  Do  you  want  to  know  just  how  the  Chair 
feels  at  this  minute  ?  The  Chair  feels  at  this  time  that  he  is  perform- 
ing the  greatest  public  service  he  ever  did  in  his  life.  The  Chair  is 
profoundly  impressed  with  that  fact. 

Mr.  Reed.  In  connection  with  the  interstate-commerce  law  ? 

The  Chairman.  To  humanity. 

Mr.  Reed.  I  did  not  understand  that  the  committee  would  hear 
testimony  of  this  sort. 

The  Chairman.  The  gentleman  may  not  understand  now,  but  the 
Chair  hopes  that  some  day  he  will  imderstand  the  duty  we  owe  to 
humanity. 

Mr.  Reed.  But  I  have  neglected  to  find  that  in  the  announcement 
of  Monday  night. 

The  Chairman.  I  am  glad  to  enlighten  you. 

Mr.  Merritt,  you  may  proceed. 

Mr.  Merritt.  Well,  I  may  have  forgotten  many  things  in  this 
long  story.  There  are  many  things  connected  with  it  that  I  can  not 
now  recall  which  led  up  to  these  things,  but  I  can  remember  only  the 
salient  points,  as  I  said  before.  These  salient  pointe  never  have  been 
effaced  from  my  memory,  and  I  can  repeat  them  like  a  book.  This 
relates  especially  to  those  interviews  with  Mr.  Gates.  This  was  after 
the  consolidation  was/  formed  and  while  my  stocks  were  put  up  for 
collateral  there  for  the  different  loans.  This  also  included  my 
brother's  stock.    He  came  to  me  and  he  said,  "Now,  I  come  from 
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John  D.  Eockefeller.  He  has  made  up  his  mind  just  what  he  wants 
done  up  there.  He  has  gotten  the  whole  thing  planned,  and  I  came 
here  to  give  you  the  plans."  He  said,  "  I  am  proud  to  do  it."  He 
said,  "  The  other  day  I  took  a  million  dollars  to  Chicago,  a  million 
dollars  of  Mr.  Eockefeller's  money,  and  gave  it  to  the  Chicago  Uni- 
versity. I  thought  that  was  the  proudest  day  of  my  life,  but  I  have 
got  something  for  you  now  that  makes  me  prouder  than  that." 

I  am  not  repeating  his  words  exactly,  but  I  am  not  using  any  words 
that  he  did  not  use  either.  I  am  just  giving  you  an  idea  of  it.  He 
said,  "Mr.  Eockefeller  knows  just  what  he  wants  done,"  and  he  gave 
me  and  my  younger  brother,  who  at  that  time  was  a  director  in  the 
consolidated  mines,  an  outline  of  what  they  had  laid  out.  He  said^ 
"We  have  made  an  arrangement  with  the  majority  stockholders,  and, 
with  what  we  hold  we  can  throw  you  men,  you  and  your  brother 
Alfred,  and  protect  them.  That  is,  we  can  make  that  arrange- 
ment." I  knew  that  he  had  made  that  arrangement,  because  some 
of  them  came  and  told  me  that  he  had  made  that  arrangement.  He 
said,  "  Now,  we  believe  thalt  those  who  have  borne  the  heat  and  bur- 
den of  the  day  " — those  were  the  exact  words  he  used — "  we  believe 
that  those  who  have  borne  the  heat  and  burden  of  the  day  should  reap 
the  benefits,  and,  besides,  Mr.  Eockefeller  has  looked  you  up,  and  had 
rather  deal  with  you,  because  your  influence  is  greater,  and  also,  your 
knowledge  is  greater.  You  are  well  known  in  the  State  of  Minne- 
sota, and  well  liked  in  the  State  of  Minnesota,  and  you  have  influence 
there.  Besides,  you  have  borne  the  heat  and  burden  of  the  day,  and 
we  had  rather  deal  with  you,  if  you  will  deal  with  us.  You  will  re- 
main in  the  place  you  now  occupy.  You  will  be  taken  care  of.  Your 
stock  will  be  carried,  but,  in  order  to  do  that,  you  have  got  to  do  the 
will  of  Mr.  Eockefeller."  I  did  not  interrupt  him  at  all.  I  listened 
in  amazement.  He  said,  "  if  we  protect  you,  the  stock  will  be  thrown 
out,  and  the  other  fellows  will  be  ruined.  Besides  that,  there  is  Kim- 
berly."  He  mentioned  Henry  W.  Oliver,  of  Pittsburgh,  and  others 
that  we  had  given  contracts  there  on  ores,  and  that  there  was  a  way 
to  crush  them,  and  that  we  had  to  be  the  instruments  to  help  it  out. 
He  said  a  great  many  other  things  which  I  do  not  recollect,  but  he 
laid  out  what  we  were  expected  to  do.  I  listened  with  amazement, 
because  I  could  not  conceive  that  they  had  any  reason  to  come  to  me 
from  John  D.  Eockefeller,  or  anybody  else,  to  ask  me  to  take  the  posi- 
tion of  a  thief.  "  Why,"  my  brother  said,  "  Mr.  Gates,  we  have  laws 
out  in  our  country."  He  said,  "  men  who  would  do  what  you  want  us 
to  do  would  be  liable  to  go  to  jail ;  they  would  go  to  jail."  Mr.  Gates 
said,  "  Mr.  Eockefeller,  with  his  millions — $250,000,000— with  his  five, 
six  or  seven  hundred  million  dollars,  would  stand  behind  you,  and 
you  need  not  fear.     Do  not  be  afraid." 

I  had  made  no  answer  up  to  this  time,  I  just  listened  to  his  stoiy. 
At  this  point  I  said,  "  You  came  from  John  D.  Eockefeller,  IVu". 
Gates.  Go  back  to  Mr.  John  D.  Eockefeller  and  tell  him  that  when 
I  steal  for  a  living,  I  will  steal  for  myself."  I  do  not  know  whether 
he  ever  took  these  words  back  to  Mr.  Eockefeller  or  not,  and  I  do 
not  care.  Just  shortly  after  that — I  do  not  think  it  was  at  that  time, 
but  shortly  after  that — they  told  us  that  we  would  have  to  pay  our 
loans  in  24  hours  or  in  22  hours.  Now,  whether  at  that  time  they  did 
foreclose  these  lo^ns,  I  never  had  any  notice  of  it  or  anything  of  the 
kind.     They  had  my  stock,  and  I  have  never  seen  it  since.     I  know 
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that.  I  had  no  money  even  to  go  home,  and  that  brightens  my 
memory  a  little.  Mr.  Gates  intimated  to  me  that  I  did  not  have 
money  to  go  home  or  any  money  after  I  got  there,  and  he  seemed 
to  be  amazed  to  think  that  I  would  not  relieve  myself  from  that 
situation  and  from  trouble  of  that  kind,  and  have  a  place  where  I 
could  swell  around  as  a  big  mineral  man.  In  fact,  he  expressed 
amazement,  and,  while  I  can  not  repeat  his  words,  he  told  me  that  I 
would  have  to  walk  home  on  the  ties.  Then,  shortly  afterwards,  he 
told  me  that  he  would  give  us  24  or  22  hours,  or  some  very  short  time, 
in  which  to  take  up  these  loans.  Well,  then,  to  save  the  wreck.  I  could 
not  conceive  that  I  could  have  gone  down  with  millions,  absolute 
millions  of  my  own  and  my  brother's  money.  I  could  not  conceive 
how  in  hell,  within  these  few  months,  without  ever  spending  a  cent 
of  money  above  my  board  bill,  I  could  have  gone  to  New  York  and 
lost  all  these  millions.  I  was  working  under  the  advice  of  good 
attorneys,  Mr.  George  Wellwood  Murray  and  Mr.  C.  "W.  Wetmore. 
I  did  not  do  anything  except  on  their  advice. 

Mr.  Murray.  Mr.  Chairman,  I  would  like  to  ask  the  witness  if  I 
was  ever  counsel  for  him  in  any  matter.  I  would  like  for  the  chair- 
man to  ask  that. 

The  Chairman.  Did  Mr.  Murray  act  as  your  counsel? 
Mr.  Merritt.  Yes,  sir. 

Mr.  Murray.  Of  course,  that  statement  is  entirely  and  absolutely 
false. 

Mr.  Merritt.  Were  you  the  counsel  for  the  consolidated  mines  ? 

The  Chairman.  You  can  not  ask  that 

Mr.  Gardner  (interposing).  Was  he  ever  your  personal  counsel  or 
not? 

Mr.  Merritt.  No,  sir;  I  never  said  he  was. 

The  Chairman.  Proper  questions  may  be  asked  of  the  witness, 
but  the  Chair  is  not  willing  to  have  the  witness  insulted,  and  the 
Chair  warns  the  gentleman  not  to  try  it  again,  even  if  he  is  Mr. 
Rockefeller's  counsel. 

You  will  proceed,  Mr.  Merritt. 

Mr.  Meeeitt.  Then,  I  set  about  to  see  if  we  could  not  get  some- 
thing out  of  this  in  some  way.  I  do  not  remember  much  about  it. 
I  was  pretty  badly  shattered,  not  only  in  body,  but  in  mind.  The 
things  that  happened  at  that  time  are  not  clear  to  me.  The  idea  of 
going  there  and  losing  all  this  money,  not  only  my  money,  but  my 
brother's  money,  leaving  their  families  stripped,  so  that  they  did 
not  even  have  money  to  pay  street-car  fares,  struck  me  down  phys- 
ically and,  I  am  sorry  to  Say,  for  a  while  mentally.  I  have  not 
recovered  yet  entirely. 

The  Chairman.  Did  you  sign  any  agreement  or  compromise  with 

them?  '  ,.    ,, 

Mr.  Meeeitt.  I  do  not  know  hardly  what  I  did  sign.  Mr.  Murray 
advised  me  to  sign  certain  papers.  Some  of  them  I  refused  to  sign. 
I  signed  a  number  of  what  I  called  good  papers.  Out  West  on  the 
plains  the  Indians  go  around  and  sign  good  papers;  that  is,  papers 
representing  that  they  were  good  Indians  and  have  not  done  any- 
thing wrong.  I  always  called  these  good  papers.  I  hardly  know 
what  I  signed  in  those  days.  I  was  done  up. 
The  Chaieman.  And  you  went  back  into  the  woods? 
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Mr.  Mekeitt.  Yes,  sir;  after  one  thing  and  another,  I  went  back 
into  the  woods,  in  the  snow  and  in  the  cold,  and  tried  to  forget  all 
these  things.  My  brother  had  more  nerve  than  I  had.  It  kUled 
him. 

The  Chairman.  That  was  your  brother  Cassius? 

Mr.  Merettt.  Yes,  sir. 

The  Chaieman.  Does  any  one  else  care  to  ask  the  witness  any 
questions  ? 

Mr.  Gardner.  I  would  like  to  ask  him  some  questions.  Mr.  Merritt, 
beginning  with  this  time  when  the  $350,000  of  stock  of  your  road  was 
purchased,  it  was  that  purchase  of  $350,000  of  treasury  stock  which 
swung  the  balance  of  the  control  of  that  railroad  into  your  hands  and 
the  hands  of  the  syndicate,  was  it  not? 

Mr.  Merbitt.  Well,  safely ;  not  entirely.  That  made  it,  as  we  sup- 
posed, absolutely  safe. 

Mr.  Gardner.  When  that  stock  was  bought  out  of  the  treasury,  it 
was  so  much  addition  to  the  voting  power  of  the  stock  ? 

Mr.  Merritt.  Certainly. 

Mr.  Gardner.  In  whose  name  did  that  syndicate  stock  stand  ? 

Mr.  Merritt.  Well,  sir,  I  do  not  know.  I  was  to  have  an  interest. 
I  do  not  think  I  ever  got  it.    I  do  not  remember  that  I  ever  did. 

Mr.  Gardner.  In  whose  name  did  it  stand  on  the  books  of  the  com- 
pany? 

Mr.  Merritt.  I  do  not  know.  I  never  got  to  have  access  to  the 
books  of  the  company;  I  never  could  get  any  information  from  the 
books  of  the  company,  even  when  I  was  a  stockholder,  for  years  after- 
wards— a  small  stockholder. 

Mr.  Gardner.  The  decision,  then,  rested  with  your  brother  and 
yourself  as  to  whether  or  not  the  railroad  should  go  into  the  hands 
of  a  receiver? 

Mr.  Merritt.  I  do  not  think  that  stock  was  issued  yet,  at  that  time ; 
but,  at  any  rate,  at  that  time  a  majority  of  the  stockholders  were 
friendly  enough  to  us  so  that  we 

Mr.  Gardner.  But  you  in  your  evidence  have  said  that  this  receiv- 
ership question  preceded  when  you  were  in  New  York  negotiating  a 
loan,  which  was  some  time  after  the  purchase  of  that  treasury  stock, 
according  to  the  narrative  that  you  have  just  told. 

Mr.  Merritt.  That  receivership  never  was  undertaken,  you  know. 
My  brother  wrote  me  that  we  ought  to  do  that,  or  advised  me  to  do 
that,  and  I  mentioned  it  to  Gates.    That  is  as  far  as  it  went. 

Mr.  Gardner.  You  were  speaking  about  this  collateral  that  you 
kept  putting  up  and  putting  up  and  putting  up  in  New  York  as 
against  loans,  which  you  said  was  far  in  excess  of  the  value  of  the 
loans.  When  you  were  saying  that  it  occurred  to  me  that  if  there 
was  a  question  of  the  company  going  into  the  hands  of  a  receiver,  per- 
haps you  were  overestimating  the  value  of  the  stock  of  that  company. 

Mr.  Merritt.  Its  value? 

Mr.  Gardner.  Yes. 

Mr.  Merritt.  Well,  I  had  the  word  of  John  D.  Rockefeller  that  he 
would  lend  money  on  that  stock — ^no,  the  word  of  Gates,  who  was  to 
me  John  D.  Rockefeller,  that  he  would  lend  money  on  that  stock — 
at  50  cents  on  the  dollar ;  so  that  my  stock,  in  his  own  estimate,  was 
always  far  in  excess  of  any  loans  I  made. 
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Mr.  Gardner.  Naturally,  the  security  was  to  a  certain  extent  in 
excess  of  the  loans. 

Mr.  Merritt.  Yes. 

Mr.  Gardner.  In  your  brother's  evidence  yesterday  he  made  the 
remark  that  he  had  lost  his  stock,  but  that  you  were  taken  care  of. 
What  did  he  mean  by  that  ? 

Mr.  Merritt.  No;  that  is  another  brother. 

Mr.  Gardner.  That  was  not  Leonidas  Merritt? 

Mr.  Merritt.  No,  sir;  that  was  Mr.  Lewis  J.  Merritt.  That  meant 
that  he — well,  that  is  a  thing  I  do  not  like  to  talk  about  much.  He 
was  taken  care  of.    Let  it  go  at  that. 

Mr.  Gardner.  Did  you  or  your  brother  have  the  opportunity  of 
redeeming  this  stock  within  a  year  ? 

Mr.  Merritt.  A  portion  of  it;  yes.  Now,  I  want  to  be  absolutely 
understood  on  this  thing.  Gates  gave  me  24  hours  to  clear  up  this 
stock  of  Alfred's  and  mine — the  stock  that  I  had  put  up.  I  never 
put  up  any  of  L.  J.  Merritt's  stock.    He  put  that  up. 

Mr.  Gardner.  What  is  that  ? 

Mr.  Merritt.  I  never  put  up  anv  of  L.  J.  Merritt's  stock;  it  was 
only  Alf's  and  mine,  and  my  wife's  and  my  nephew's,  and  the  like 
of  that.  I  do  not  know  just  what  it  amounted  to.  I  do  not  know, 
and  I  said  in  my  evidence  here,  I  do  not  know,  whether  they  con- 
summated that  or  not.  I  suppose  they  did.  But  afterwards,  of 
course,  we  made  a  struggle  for  a  settlement,  and  we  agreed  finally  on 
a  sale  of  the  holdings  that  he  had  up  there,  or  a  good  many  of  them, 
anyhow — most  of  them — and  paid  him  our  loan. 

Mr.  Gardner.  What  I  can  not  get  through  my  head  is  this:  I 
can  see  easily  enough  that  your  testimony  is  correct,  and  I  may  say 
that  it  seems  to  me  that  a  great  deal  of  it  looks  to  me  correct;  I  can 
see  that  you  were  very  much  misled  by  people  whom  you  thought 
you  had  reason  to  trust.  But  I  can  not  get  through  my  mind  why, 
even  in  those  times,  in  1893,  if  this  stock  was  of  that  great  value  at 
the  time,  you  could  not  borrow  money,  with  that  railroad  going,  and 
why  there  was  a  question  of  its  going  into  the  hands  of  a  receiver,  at 
all,  if  the  value  was  as  great  as  you  think  it  was. 

Mr.  Merritt.  As  my  evidence  would  explain  fully,  I  think,  we 
were  depending,  we  were  led  to  depend,  on  Mr.  Eockefeller  and  the 
consolidation.  We  were  first  led  to  believe  that  he  was  associated 
with  Wetmore,  which  I  think  was  true  to  a  certain  extent.  We  had 
not  started  this  road  until  after  we  made  this  contract  with  Wetmore 
and  his  associates.  We  were  not  troubled  about  the  money.  We  sup- 
posed they  would  furnish  it,  as  they  agreed  to.  They  did  not  do  it ; 
that  was  all. 

Mr.  Gardner.  Those  bonds  which  Eockefeller  would  not  take,  or 
Mr.  Gates  or  somebody,  which  you  supposed  would  be  taken,  were 
those  bonds  of  the  Consolidated  or  bonds  of  the  railroad  ? 

Mr.  Merritt.  They  were  to  be  bonds  of  the  consolidated  iron 
mines.  I  do  not  think  they  were  ever  printed,  or  anything  done 
about  it. 

Mr.  Gardner.  If  he  had  taken  those  bonds  of  the  consolidated 
iron  mines,  how  would  he  have  relieved  the  situation  on  your  rail- 
road, where  you  did  not  have  the  money  to  pay  the  roll  of  your 
men? 
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Mr.  Mekeitt.  The  railroad  belonged  to  the  consolidated  mines, 
and  if  he  bought  a  thousand  dollars  of  consolidated  bonds  it  could 
be  used  to  pay  any  debts.  This  was  not  a  debt  of  the  railroad  after 
it  was  consolidated;  as  I  understand  it,  it  was  a  debt  of  the  con- 
solidation. 

Mr.  Gardner.  As  I  understand  your  evidence,  there  was  a  ques- 
tion of  the  railroad  going  into  the  hands  of  a  receiver  previous  to 
the  consolidation  ? 

Mr.  Meeritt.  Yes.  Then  it  did  not  belong  to  the  consolidation. 
Tten  it  had  incurred  its  debts  on  building  this 

Mr.  Gardner.  Then  I  can  not  see  how  Mr.  Rockefeller's  obliga- 
tion, if  it  was  an  obligation,  to  take  $300,000,  or  whatever  the  amount 
was,  of  the  bonds  of  the  consolidated  affected  the  situation. 

Mr.  Merritt.  He  was  not  under  any  obligation  to  furnish  that 
$300,000  then.    It  came  to  me  as  a  surprise. 

Mr.  Gardner.  You  said  that  Mr.  somebody  or  other  resigned  be- 
cause he  would  not  furnish  it. 

Mr.  Merritt.  That  was  after  that ;  that  was  after  the  consolidation. 

Mr.  Gardner.  Yes;  but  you  gave  as  a  reason  why  the  railroad  was 
in  such  bad  shape  and  needed  a  receiver,  that  Mr.  Rockefeller  would 
not  take  the  bonds  which  somebody  had  agreed  that  he  should  take. 

Mr.  Merritt.  That  is  what  Mr.  Scheide  said  to  me,  that  he  quit  be- 
cause Rockefeller  would  not  do  it. 

Mr.  Gardner.  And  yet  you  have  testified  as  to  the  railroad  that 
there  was  a  question  of  its  going  into  the  hands  of  a  receiver  before 
the  consolidation. 

Mr.  Merritt.  Because  we  had  spent  the  money  we  had,  in  the  con- 
struction, and  the  money  from  Wetmore  and  his  associates  was  not 
coming  in,  and  the  railroad  was  in  debt  before  the  consolidation. 
That  was  why  the  suggestion  was  made. 

Mr.  Gardner.  Perhaps  I  do  not  understand.  "Were  there  two 
promises  to  supply  money  ? 

Mr.  Merritt.  Yes. 

Mr.  Gardner.  Two  separate  promises  to  take  bonds  ? 

Mr.  Merritt.  Yes. 

Mr.  Gardner.  One  of  them  being  a  promise  to  take  bonds  on  your 
railroad  ? 

Mr.  Meeritt.  Yes. 

Mr.  Gardner.  An  that  was  not  fulfilled  either  ? 

Mr.  Merritt.  Yes. 

Mr.  Gardner.  That  was  Wetmore's  promise? 

Mr.  Meeritt.  Yes ;  that  was  Wetmore's  promise. 

Mr.  Gaedneb.  And  you  had  assumed  that  Rockefeller  was  back  of 
Wetmore's  promise  to  take  those  bonds  ? 

Mr.  Meeeitt.  Yes;  I  assumed  that  he  had  associates,  and  one  of 
those  associates  was  Mr.  Rockefeller,  so  I  was  led  to  understand; 
and  I  believe  he  was,  to  a  certain  extent. 

Mr.  Gaednee.  After  this  trouble  which  terminated  your  connection, 
until  the  time  that  you  brought  suit,  which  I  think  was  a  year  or  so 
later,  if  I  recollect 

Mr.  Merritt.  The  time  my  brother  brought  suit. 

Mr.  Gardner.  The  time  the  settlement  wa  s  made  ? 

Mr.  Merritt.  Yes. 


UNITED    STATES    STEEL    CORPOEATIOX.  1907 

Mr.  Gardxee.  Your  brother  testified  yestei'day  that  he  sold  some 
shares  at  $8  a  share.  Can  you  account  for  those  shares  selling  at  $8 
a  share,  if  they  were  of  the  value  in  the  open  market,  at  the  time, 
that  you  give  to  them  ? 

Mr.  Meeritt.  The  only  direct,  absolute,  first-hand  evidence  that 
I  had  that  would  give  a  reason  in  answer  to  the  question  you  ask, 
was  that  Gates  told  me  in  this  interview  that  the  shares  of  the  Con- 
solidated mines  were  not  going  to  be  worth  only  about  5  to  «  cents, 
and  I  asked  him  why.  He  said,  because  Mr.  Rockefeller  did  not  want 
them  worth  any  more  than  that.  That  was  all  the  answer  that  I  got. 
Other  evidence  that  I  got  was  from  different  business  men  whom  I 
knew  in  Cleveland,  Ogleby  Norton,  and  a  lot  of  those  fellows  that  I 
knew,  who  told  me  that  word  had  gone  around — now,  this  is  hearsay, 
you  know,  but  it  came  pretty  straight  to  me  that  word  had  gone 
around — "  Hands  off." 

Mr.  Gardner.  And  you  think  that  valuable  property  can  be  forced 
■down,  except  by  the  means  of  throwing  his  own  shares  on  the  market 
at  a  still  lower  price,  in  such  a  way  that  there  are  not  plenty  of  men 
seeking  investment  who  would  not  want  to  give  over  $8  for  property 
that  is  worth  $100? 

Mr.  Merritt.  It  appears  to  be.    In  that  case  it  was. 

Mr.  Gardner.  The  usual  way  in  business  in  which  the  depression 
of  stock  is  accomplished,  is,  of  course,  for  a  man  to  sell  his  own 
stock  at  a  continually  lower  price.  Now,  if  Mr.  Rockefeller  was  put- 
ting his  stock  on  the  market  at  a  price  less  than  $8, 1  can  understand 
it;  Dut  I  can  not  understand  why  it  was,  otherwise.  Everybody  is 
not  controlled  by  Rockefeller. 

Mr.  Mereitt.  I  believe  you  need  a  little  acquaintance  with  some  of 
this  high  finance  as  well  as  I  do. 

Mr.  Gardner.  Well,  that  is  a  personal  answer. 

Mr.  Mereitt.  I  did  not  mean  that  in  an  insulting  way.  You  will 
excuse  me,  'anyway. 

Mr.  Gardner.  That  is  all  right ;  never  mind. 

Mr.  Mereitt.  I  should  have  expressed  that  differently.  I  beg 
your  pardon  entirely. 

Mr.  Gaednee!  That  is  all  right,  because  I  am  not  offended. 

Mr.  Meeeitt.  I  did  not  mean  anything  in  that  way.  But  there  is 
a  way.  These  companies,  for  instance,  did  not  pay  any  dividends 
afterwards.  People  did  not  dare  buy  the  stock.  They  did  not  know 
anything  about  it.  Word  went  out  that  that  was  off.  People  who 
owned  stock  there,  of  my  acquaintance,  you  know,  I  told  them  they 
would  not  get  anything  out  of  it  for  years;  that  they  were  not  going 
to  pay  any  dividends.  Why,  there  was  a  piece  of  stock  that  my  wife 
owned  in  the  Mountain  Iron  Mine  that  I  had  lost,  and  I  tried  again 
and  again,  through  Mr.  Cotton  and  the  officers,  to  find  out  something 
about  it.  I  found  that  it  was  lost,  and  I  could  not  trace  it,  and  I 
could  not  get  any  word  from  the  company  that  she  owned  this  prop- 
erty or  that  I  owned  it — 25  shares — and  there  never  had  been  any 
dividends  paid  on  it.  I  looked  for  this  stock  and  could  not  find  it— - 
I  mean  on  the  books  of  the  company — that  is,  demanded  to  look  at  it 
and  was  not  shown — and  finally  I  found  this  stock. 

Mr.  Gaedneb.  What  company  was  this  ? 

Mr.  Merritt.  The  Mountain  Iron.  I  found  this  stock  lying  in  a 
trust  company  where  I  had  borrowed  money  on  it,  paid  the  note  and 
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neglected  to  take  up  the  collateral,  and  when  I  got  it  it  was  worth 
$25,000  for  the  25  shares,  and  I  had  looked  for  years  for  that  stock. 
Now,  under  those  conditions  what  was  Mountain  Iron  stock  worth 
to  the  investor?    That  is  the  question. 

Mr.  Gardner.  Of  course  what  is  its  worth  to  the  investor  is  the 
only  way  that  anybody  would  receive  stock  as  collateral.  They  do 
not  receive  it  as  collateral  on  what  the  mines  are  worth  to  the  owner 
of  the  stock. 

Mr.  Merritt.  There  are  many  ways.  That  was  one  way,  not  pay- 
ing dividends  on  these  properties  when  they  were  paying. 

Mr.  Gardner.  There  were  a  great  many  concerns  which  wore  not 
paying  dividends  in  1893. 

Mr.  Merritt.  I  know ;  but  this  thing  ran  on  for  years,  you  know; 

Mr.  Gardner.  There  has  been  a  good  deal  of  talk  of  its  going  into 
receiver's  hands,  which  perhaps  had  a  great  deal  to  do  with  the  falling 
o£F  of  the  stock. 

Mr.  Merritt.  How  is  that  ? 

Mr.  Gardner.  Is  it  not  true  that  the  talk  of  its  going  into  the 
receiver's  hands  perhaps  had  a  great  deal  to  do  with  the  falling  off 
of  the  stock  ? 

*  Mr.  Merritt.  No;  there  was  not  any  talk  about  that  at  all.  My 
brother  wrote  me  a  letter,  and  I  suggested  it  to  Gates,  and  Mr. 
Rockefeller  told  me  not  to  do  it,  that  he  would  take  care  of  that  when 
we  made  a  consolidation.    There  was  no  talk  after  that. 

Mr.  Gardner.  Was  there  any  talk  at  all  that  you  were  not  paying 
the  men  who  were  working  on  your  road  ? 

Mr.  Merritt.  Oh,  I  expect  likely ;  yes. 

Mr.  Gardner.  It  seems  to  me  that  is  sufficient  reason  to  account 
for  the  depreciation  of  the  stock  without  saying  that  it  was  the  result 
of  a  conspiracy.  When  you  borrowed  this  money  from  Mr.  Rocke- 
feller, was  there  an  option  by  which  you  could  redeem  that  stock  by 
the  payment  of  the  loan  at  any  time  ?  > 

Mr.  Merritt.  No;  at  that  time  there  was  not  any  option.  At  the 
time  I  got  this  money  from  time  to  time  the  stock  was  just  put  up  as 
a  collateral. 

Mr.  Gardner.  I  do  not  mean  the  money  you  got  from  time  to  time. 

Mr.  Merritt.  When  there  came  a  sale  of  this  stock 

Mr.  Gardner.  I  do  not  mean  that  money.  You  said  that  was  a 
small  amount,  but  you  spoke  of  a  time  when  you  put  up  collateral  in 
large  bunches,  with  a  contract  by  which  you  could  redeem  it  at  any 
time  within  a  year. 

Mr.  Merritt.  No,  sir;  nothing  thought  of  it.  It  was  only  when  we 
finally  made  the  final  settlement. 

Mr.  Gardner.  How  much  were  you  given  the  option  to  redeem 
within  a  year  on  the  final  settlement? 

Mr.  Merritt.  I  do  not  know.  It  was  quite  a  proportion  of  it.  I 
will  tell  you,  when  you  get  as  far  as  that,  the  only  way  that  I  know  to 
find  out  how  much  is  to  ask  some  one  who  remembers  about  it,  because 
I  do  not,  really. 

Mr.  Gardner.  You  have  no  papers  to  show  what  defended  your 
rights,  in  the  first  instance?  Have  you  no  copy  of  the  contract  under 
wliich  you  put  up  all  these  large  bunches  of  security  ? 

Mr.  Merritt.  No. 

Mr.  Gardner.  The  contract  would  naturallj'  be  in  your  hands. 
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Mr.  Mehkitt.  I  have  not  got  them,  anyway. 
_  Mr.  Gakdner.  Mr.  Chairman,  I  do  not  know  whether  this  is  mate- 
rial to  the  investigation  of  the  Steel  Corporation  at  all,  but  if  it  is  I 
think  a  process  ought  to  be  taken  for  ascertaining  whether  or  not  there 
was  such  a  contract,  which  this  witness  testifies  does  not  exist.  I  will 
admit  that  the  connection  between  this  and  the  investigation  of  the 
United  States  Steel  Corporation  is  so  tenuous  that  I  have  not  yet  been 
able  to  see  it,  although  the  chairman  takes  a  different  point  of  view ; 
but,  having  investigated  the  circumstances  under  which  Mr.  Eocke- 
feller  obtained,  in  some  rather  unusual  ways,  these  gentlemen's  prop- 
erty, I  think  that  we  ought  to  take  means  to  ascertain  whether  or  not 
it  was  conditional. 

The  Chairman.  I  think  so,  and  I  will  say  that  the  chairman  will 
issue  subpoenas,  and  will  take  up  this  matter. 

Mr.  Reed.  I  do  not  see,  Mr.  Chairman,  either,  of  course,  where  the 
relevancy  of  this  matter  is  to  the  inquiry,  but  I  have  a  question  sug- 
gested in  writing  by  Mr.  Murray,  which  I  would  like  you  to  submit, 
if  you  will,  to  Mr.  Gardner,  because  it  bears  directly  on  the  point  in 
question. 

The  Chairman.  As  to  what  I  said,  that  I  would  not  ask  a  question 
for  Mr.  Murray,  the  chairman  will  not  hold  to  that  ruling.  I  simply 
thought  that  Mr.  Murray  was  in  contempt  of  the  committee;  his 
language  was  so  much  more  emphatic  than  polite. 

Mr.  Eeed.  I  can  assure  you  that  Mr.  Murray  feels  that  he  does  not 
want  to  encroach  upon  the  privileges  given  him  by  the  committee. 

The  Chairman.  I  can  assure  you  that  I  never  had  anything  like 
that  occur  before.  The  counsel  for  the  United  States  Steel  Corpora- 
tion have  demeaned  themselves  with  the  greatest  courtesy. 

Mr.  Reed.  We  have  tried  to. 

The  Chairman.  Personally  I  care  nothing  about  Mr.  Murray's 
conduct,  but  as  chairman  of  the  committee  I  must  necessarily  re- 
sent it. 

Mr.  Gardner  (after  examining  questions  submitted  by  Mr.  Mur- 
ray). Did  you,  in  or  about  January,  1894,  sell  90,000  shares  of  Con- 
solidated stock  to  J.  D.  Rockefeller  ? 

Mr.  Mbrritt.  I  do  not  know.     I  presume 

Mr.  Gardner.  Did  the  Merritt  brothers 

Mr.  Merritt.  I  presume  so. 

Mr.  Gardner  (continuing).  Sell  90,000  shares  of  Consolidated  stock 
to  J.  D.  Rockefeller  in  or  about  January,  1894? 

Mr.  MEBRirr.  I  presume  so.  I  do  not  know.  I  say  I  presume  so. 
I  do  not  remember  about  it.  I  remember  there  was  a  transaction 
made  there.  That  was  made,  though,  when  we  were  finally  thrown 
out,  1893,  in  which  we  were  to  have  a  year  to  redeem  that  stock,  or 
a  portion  of  it.    I  do  not  know  about  this  transaction,  though. 

Mr.  Gardner.  Now,  I  do  not  know  about  this,  unless  this  question 
is  intentionally  misleading,  which  reads  like  this:  When  the  Mer- 
ritt brothers  sold  90,000  shares  of  Consolidated  stock  to  J.  D.  Rocke- 
feller in  or  about  January,  1894,  did  they  not  get  back  from  him 
an  option  to  repurchase  55,000  shares  of  the  same  stock  at  the  same 
price,  plus  interest  at  6  per  cent  per  annum,  the  option  good  for  one 
year  ? 

Mr.  Merritt.  There  was  something  of  that  kind  done;  yes.  I 
can  not  tell  the  amounts,  or  anything  about  it. 
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^Lt.  Gardner.  Does  not  that  put  a  materially  different  light  on  the 
situation  ? 

Mr.  Merritt.  No,  no ;  that  does  not. 

Mr.  Gardner.  Will  you  explain  why  not? 

Mr.  Merritt.  I  have  explained  as  nearly  as  I  could 

Mr.  Gardner.  Because,  on  the  face  of  it,  it  would  look  as  if  you 
had  an  option  to  purchase  50,000  shares  of  Consolidated  stock  un- 
less this  question  is  intentionally  misleading,  up  to  January,  1895. 

Mr.  Merritt.  We  had  a  year  to  purchase  a  certain  amount  of  stock 
back. 

Mr.  Gardner.  Was  it  65,000  shares? 

Mr.  Merritt.  I  do  not  Imow.     No ;  I  do  not  know. 

Mr.  Gardner.  Do  you  remember  that  it  was  not  55,000  shares  ? 

Mr.  Merritt.  How  is  that? 

Mr.  Gardner.  Do  you  remember  that  it  was  not  55,000  shares? 

Mr.  Merritt.  No,  no ;  I  do  not  remember. 

Mr.  Gardner.  Is  it  your  impression  that  it  was  less  than  55,000 
shares  ? 

Mr.  Merritt.  No;  I  do  not  know  about  the  amount.  We  were 
dealing  in  large  numbers  in  those  days,  and  I  do  not  remember.  I 
was  not  in  a  condition  to  take  much  interest  in  those  things. 

Mr.  Gardner.  It  seems  to  me  this  is  really  one  of  those  salient 
points  which  ought  to  have  been  touched  on. 

Mr.  Merritt.  I  do  not  remember  now  how  that  came  in,  except 
this :  That  I  remember  that  I  had  24  hours  in  which  to  redeem  this 
stock  that  I  put  up.  Then,  afterwards,  we  tried  to  save  what  we 
could  out  of  that  thing,  and  we  were  given  an  option  to  repurchase. 
I  think  my  brother  testified  to  that.  I  did  not  hear  him  very  well, 
but  I  think  he  testified  to  that  the  other  day. 

Mr.  Gardner.  Your  brother  testified  to  the  fact  as  to  a  portion, 
and  I  think  I  asked — although,  perhaps.  I  did  not  ask— whether  it 
was  a  majority  or  not.  My  impression  is,  from  the  reporter's  notes, 
that  I  asked  some  such  questions.  Perhaps  this  is  more  than  a 
majority.  It  seems  to  me,  Mr.  Chairman,  that  we  have  been  so  far 
into  this  investigation  that,  whether  it  is  material  to  the  main  ques- 
tion or  not  we  ought  to  go  further;  and  having  heard  these  two  gen- 
tlemen, I  think  you  ought  to  subpoena  Mr.  Gates — I  presume  you 
can  not  subpoena  the  counsel — and  subpoena  Mr.  Rockefeller,  and  sub- 
poena Mr.  Wetmore,  and  subpoena  the  brother  of  Mr.  Merritt,  who — 
I  do  not  wish  to  express  it  in  an  offensive  way,  and  express  it  as  the 
two  brothers  did — was  taken  care  of,  in  order  to  see  what  the  other 
side  have  got  to  say  about  this  transaction. 

The  Chairman.  I  was  going  to  say  to  Mr.  Gardner  that  I  would 
be  delighted  to  summon  these  gentlemen ;  but  I  was  considering  what 
it  would  cost  to  subpoena  the  brother  of  Mr.  Merritt,  because  you 
would  have  to  send  a  process  to  California.  It  would  be  very  ex- 
pensive. 

Mr.  Gardner.  That  is  one  of  the  troubles  of  getting  into  side 
eddies ;  but  if  this  is  even  a  quasi  judicial  proceeding,  it  is  certainly 
not  in  the  interest  of  humanity  or  eternal  justice  to  hear  only  one 
side  of  the  case. 

Mr.  Beall.  You  might  have  Mr.  Gates  and  Mr.  Rockefeller,  and 
after  that  testimony  it  might  not  be  necessary  to  have  Mr.  Mer- 
ritt then. 
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The  Chairman.  Yes ;  and  if  it  then  appeared  to  be  necessary  to 
have  him,  I  am  perfectly  satisfied  to  subpoena  him. 

Mr.  Beall.  Then  we  might  subpoena  him. 

The  Chairman.  I  think  Mr.  Beall's  suggestion  is  a  good  one.  I 
am  very  careful  of  this  appropriation,  because  the  Bureau  of  Com- 
merce and  Labor,  for  instance,  has  spent  many  hundreds  of  thou 
sands  of  dollars,  and  the  United  States  Steel  Corporation  has  spent 
hundreds  of  thousands  more,  finding  out  things  that  never  were 
•  found  out,  and  this  appropriation  is  not  large. 

Mr.  Beall.  Will  Mr.  Murray  tell  us  where  Mr.  Gates  is? 

Mr.  Murray.  I  beg  your  pardon. 

Mr.  Beall.  Do  you  know  Mr.  Gates? 

Mr.  Murray.  Oh,  certainly. 

Mr.  Beall.  Do  you  know  where  he  is  ? 

Mr.  Murray.  He  is  either  in  New  York  or  on  a  railroad-inspection 
trip;  I  think  the  latter. 

Mr.  Beall.  Do  you  know  where  Mr.  Eockefeller  is  ? 

Mr.  Murray.  I  do  not.  The  last  I  heard  of  him  he  was  in  Tarry- 
town  or  thereabouts. 

Mr.  Gardner.  I  am  sure  Mr.  Eockefeller  does  not  want  to  evade 
service. 

Mr.  Murray.  I  have  not  any  idea  that  he  does. 

Mr.  Gardner.  And  we  want  him  to  tell  his  side  of  the  story. 

The  CfiCAiEMAN.  There  was  a  suggestion  made  in  the  beginning  by 
Judge  Gary  and  others  in  regard  to  calling  witnesses,  and  also  by 
Mr.  Carnegie,  and  in  accordance  with  that  I  have  written  to  different 
witnesses,  suggesting  that  they  appear.  Of  course,  if  they  do  not 
appear,  then  it  will  be  necessary  to  subpoena  them. 

Mr.  Gardner.  Of  course,  if  they  do  not  choose  to  avail  themselves 
of  that  intimation,  that  is  their  lookout. 

The  Chairman.  Yes ;  I  can  then  subpoena  them. 

Mr.  Gardner.  I  do  not  know  whether  that  would  apply  to  Mr. 
Merritt,  because  his  interest  does  not  appear  as  yet. 

The  Chairman.  I  think  I  should  subpoena  Mr.  Merritt.  I  think  it 
would  be  wise  to  issue  a  subpoena  for  Mr.  Merritt. 

Mr.  Gardner.  Yes ;  I  think  it  would  be  wise  to  issue  a  subpoena  for 
Mr.  Merritt. 

Mr.  Murray.  Mr.  Chairman,  with  your  kind  permission,  I  should 
be  glad  to  suggest  three  short  questions  which  Mr.  Leonidas  Mer- 
ritt can  answer  and  greatly  elucidate  the  matter.  It  is  very  likely 
that  the  witnesses  who  are  right  here  can  tell  the  whole  story. 

Mr.  Beall.  Mr.  Chairman,  before  you  take  this  up,  let  us  try  to 
find  out  something  more  about  the  whereabouts  of  Mr.  Gates  and 
Mr.  Eockefeller,  and  get  Mr.  Murray's  idea  of  whether  they  can  be 
gotten  here  without  the  necessity  of  process. 

Mr.  Murray.  I  can  not  answer  on  that,  but  I  presume — I  have 
no  reason  to  doubt — that  if  the  committee  shall  extend  an  invita- 
tion it  will  be  treated  with  the  utmost  courtesy.  That  is  all  I  can 
say  on  that  subject. 
Mr.  Beall.  Can  you  ascertain  to-day  whether  we  can  get  them  ? 
Mr.  Murray.  I  have  not  any  idea  that  either  one  of  these  gentle- 
men has  the  slightest  objection. 

Mr.  Beall.  Can  you  get  in  communication  with  Mr.  Eockefeller, 
so  that  you  can  answer  as  to  that  to-day  ? 
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Mr.  MtJERAT.  I  can  get  in  communication  with  Ms  office,  without 

Mr.  Reed.  Of  course  the  chairman  will  understand  that  these  wit- 
nesses were  not  thought  of  by  Judge  Gary  when  we  agreed  to  pro- 
duce aU  the  information  we  had.  Of  course  we  have  no  control  of 
the  information  mentioned  here.  j-.  .1    . 

The  Chairman.  Certainly.    I  will  say  to  Judge  Gary's  credit  that 
when  this  inquiry  first  started  he  very  kindly  notified  the  chairman 
that  any  men  connected  with  the  United  States  Steel  Corporation 
would  appear  here  upon  the  suggestion  of  the  committee. 
Mr.  Reed.  Certainly.  .  . 

The  Chairman.  A  suggestion  which  the  chairman  genuinely  ap- 
preciated, because  it  saves  us  so  much  trouble  and  expense,  and  I 
will  say  for  the  employees  of  the  United  States  Steel  Corporation— 
those  that  are  not  employees,  higher  up,  those  connected  with  it — that 
no  one  of  them  has  ever  treated  with  the  slightest  discourtesy  any 
suggestion  from  the  chairman  that  their  presence  was  desired. 

Mr.  Muerat.  May  I  suggest  this,  Mr.  Chairman?  Without  any 
notice  to  Mr.  Rockefeller  or  anybody  representing  him  whatever, 
matters  of  private  controversy  have  been  brought  up  here  in  public 
before  this  congressional  committee,  matters  relating  to  a  trial  which 
occurred  in  the  United  States  court,  that  trial  involving  very  many 
of  these  matters,  many  years  ago,  in  1895.  There  is  no  desire,  so 
far  as  I  Imow,  to  retry  that  case  in  any  other  tribunal.  It  was  tried: 
it  was  reversed  on  appeal;  it  was  settled.  These  gentlemen  have 
made  a  written  retraction,  which  I  have  no  doubt  the  chairman  is 
aware  of,  from  his  questions  to  Leonidas  Merritt,  and  of  which  he 
has  a  copy. 

The  Chairman.  Yes ;  I  have  a  copy. 

Mr.  Murray.  That  would  seem  to  be  the  end  of  it,  unless  it  has 
some  relation  to  interstate  commerce.  "  We  are  here  as  citizens  ready 
to  do  anything  that  citizens  ought  to  do,  but  as  to  a  private  contro- 
versy between  men,  long  since  disposed  of,  some  15  years  ago,  it 
would  seem  as  if  we  ought  to  rest  satisfied  with  what  has  been  ac- 
complished. 
The  Chairman.  They  were  certainly  disposed  of. 
Mr.  Murray.  I  think  so,  sir. 

The  Chairman.  I  will  say  that  it  is  not  the  purpose  of  the  chair- 
man of  this  committee  to  go  at  great  length  into  private  controver- 
sies, but  the  chairman  felt  that  it  was  his  duty  to  this  committee  and 
to  the  public  to  place  before  the  public  all  the  details  of  this,  to 
the  chairman,  most  interesting  and  infinitely  pitiful  story  for  two 
reasons.  In  the  first  place,  involving  properties  now  valued  at  $700,- 
000,000,  it  is  an  object  lesson  to  the  American  people  of  those  mat- 
ters— I  would  not  characterize  them  as  dubious,  but  certainly  as 
circuitous  and  strange  and  incomprehensible  to  a  poor  country  fel- 
low like  me — and  I  thought  it  was  well  that  this  story  be  told.  In 
addition  to  that,  there  has  been  much  contention;  there  has  been  a 
great  deal  of  shooting  at  what  T  consider  a  man  of  straw;  theories 
from  high  sources,  theories  that  have  a  veiled  implication  touching 
this  committee,  and  touching  the  chairman  of  this  committee,  that 
we  are  out  seeking  to  enforce  or  seeking,  at  least,  to  discuss  viola- 
tions of  an  archaic,  worthless  law  that  should  be  relegated  with  the 
blue  laws  of  New  England,  laws  against  journeys  on  the  Sabbath 
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day  and  eating  mince  pie  on  Sunday — a  law  worthless  and  out- 
worn— because  the  men  who  may  have  violated  this  law  were  guilty 
(mly  of  a  technical  violation.  We  have  heard  so  much  about  the 
absence,  the  total  absence,  of  any  moral  turpitude,  anything  that 
was  mala  in  se,  on  the  part  of  these  people  who  may  have  techni- 
cally violated  the  law  and  who  are  now  defendants  in  this  action, 
that  I  thought  it  just  as  well — because  it  is  so  easy  to  do  it,  to  do 
KO  much  of  it,  if  I  cared  to — to  introduce  a  little  evidence  that  would 
exculpate  the  chairman  of  this  committee  and  exculpate  this  com- 
mittee forever  afterwards  from  any  intimation,  any  suspicion,  that 
we  were  seeking  to  punish — ^not  to  punish,  because  I  do  not  seek  to 
punish,  but  to  investigate — to  investigate  a  technical  violation  of 
the  law  where  really,  were  there  no  law,  no  archaic  and  foolish 
law  like  the  Sherman  Act  in  force,  there  was  no  law.  And  I 
picked  up  this  little  incident  from  my  journey  in  Minnesota,  which 
to  me  was  ^-ery  interesting  and  very  sad,  which  I  thought  might 
just  settle  that  question  to  the  minds  of  many  men — many  distin- 
guished men,  a  great  many  great  men — who  are  disturbed  for  fear 
this  committee  might  throw  light  upon  facts  which  would  lead,  pos- 
sibly, to  an  action  by  the  courts  which  would  convict  them  who  are 
only  technically  guilty,  and  who  are  morally,  personally,  industrially 
innocent  and  commendable.  And  for  that  reason  the  chair  felt  jus- 
tified in  digressing  for  the  first  and  only  time  he  will  digress,  I 
t]iink,  in  this  investigaton  from  a  cold,  deliberate,  unimpassioned 
inquiry  into  facts  and  figures. 

Mr.  Gardner.  Mr.  Chairman,  I  would  like,  in  reply  to  this  ad- 
dress, to  ask  you  the  plain  question  whether  you  think  that  the 
House  of  Kepresentatives,  when  they  instructed  us  to  investigate 
the  United  States  Steel  Corporation,  meant  us  to  investigate  the 
transactions  of  John  D.  Kockefeller  10  years  before  that  corpora- 
tion was  formed,  and  whether  it  is  just  to  do  it? 

The  Chairman.  I  think  it  is  eminently  just. 

Mr.  Gardner.  I  think  it  is  not  just  to  the  people  who  are  defend- 
ants before  the  prosecuting  officer. 

The  Chairman.  If  I  did  not  think  it  just,  Mr.  Gardner,  I  would 
not  have  done  it.  The  chairman  may  make  mistakes ;  all  men  do. 
But  the  chairman  certainly,  in  this  matter,  has  proceeded  with  more 
than  the  approval  of  his  own  conscience,  and  with  the  feeling  that 
everything  that  he  did,  every  particle  of  evidence  that  he  introduced, 
was  in  a  way  germane,  and  was  certainly  necessary. 

I  will  say,  further  than  this,  that  the  chairman,  after  he  heard 
this  story,  was  so  careful  about  it,  because  it  was  such  an  amazing 
story,  that  he  went  to  Senator  Clapp  and  asked  him  about  it — 
asked  him  who  these  men  were  and  what  they  were. 

Mr.  Murray.  The  counsel  of  these  men  ? 

The  Chairman.  Yes,  sir;  and  the  friend.  Then  the  chairman 
went  to  the  State  of  Minnesota,  went  to  the  city  of  Duluth,  went 
up  on  the  range,  went  among  the  lumbermen  with  whom  they  had 
explored  in  the  snow,  and  found  that  not  one  man,  but  that  the 
people  of  Minnesota,  regarded  these  men,  in  a  way,  as  we  regard 
Boone  in  Kentucky,  and  as  they  regard  Houston  in  Texas,  with 
gratitude,  with  reverence;  and  while  they  are  ruined  in  fortune, 
and  broken  in  spirit,  they  will  find  there  their  reward,  some  day, 
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I    hope,    in    monuments    commemorating    their    genius    and    their 
courage. 

Mr.  Gardner.  That  may  all  be  very  true,  Mr.  Chairman,  what 
you  say,  and  I  have  no  doubt  but  what  you  have  brought  out  an 
exceedingly  popular  subject,  but  I  do  not  think  it  is  just  to  use  the 
machinery  which  has  been  given  you  by  the  House  of  Representa- 
tives to  prejudice  the  defendants  before  this  committee;  and  I  say 
"the  defendants"  knowingly,  because  the  whole  attitude  of  this 
conunittee  has  been  as  a  prosecuting  committee. 

The  Chairman.  The  language  of  the  gentleman  is  pretty  strong. 

Mr.  Gardner.  I  can  not  avoid  strong  language.  I  have  not  got  the 
suavity  to  avoid  strong  language.  I  am  expressing  the  indignation 
which  I  feel  is  entirely  justified,  because  I  do  not  think  that  justice 
is  being  done  to  the  people  who  are  ostensibly  defendants  in  this 
quasi  judicial  proceeding. 

The  Chairman.  This  discussion  is  hardly  necessary  to  an  inquiry 
into  the  facts  of  this  case,  but  it  is  certainly  not  the  intention  of  the 
chairman  to  do  any  injustice  to  any  defendants  in  this  case,  or  to 
Mr.  Rockefeller.  It  is  the  purpose  of  the  chairman  to  discover  the 
simple  truth;  and  if  an  injustice  has  been  done  by  this  evidence,  it 
certainly  was  not  the  intention  of  the  chairman.  I  do  not  wish  to 
injure  the  Steel  Corporation ;  I  do  not  wish  to  interfere  with  legiti- 
mate business  anywhere;  but  with  a  grim  determination,  and  I  hope 
with  an  unfaltering  courage,  with  such  strength  and  such  power  as 
I  have,  it  is  the  purpose  of  the  chairman  of  this  committee,  with 
malice  toward  none,  with  charity  for  all,  to  go  to  the  very  heart 
of  this  inquiry,  even  though  the  facts  adduced  may  hurt — may  in- 
criminate. It  is  true  that  since  there  has  been  returned  a  petition 
asking  for  a  dissolution  of  this  concern,  this  evidence  becomes  more 
relevant,  more  sinister  in  its  application  and  its  effect;  but  that  will 
not  deter  the  chairman. 

Mr.  Gardner.  Does  the  chairman  think  that  this  evidence  has  the 
slightest  thing  to  do  with  the  Government  bill  in  equity  ? 

The  Chairman.  It  does. 

Mr.  Gardner.  It  does? 

The  Chairman.  Yes. 

Mr.  Danforth.  Mr.  Chairman,  appreciating  fully,  as  everyone 
here  must  appreciate,  the  entire  desire  of  the  chairman  to  be  fair  and 
just,  though  the  skies  may  fall,  and  he  having  in  his  possession  cer- 
tain questions  and  papers  which  have  not  yet  been  before  us,  ques- 
tions which  have  been  offered  to  be  propounded  to  the  witness, 
questions  which  may  throw  light  upon  the  question,  having  in  mind 
the  desire  of  the  chairman  to  be  fair  and  just,  I  would  suggest  that 
we  have  less  discussion  and  more  questions  and  presentation  of  the 
papers  in  his  possession. 

The  Chairman.  The  chairman  is  prepared  to  present  these  papers 
and  ask  the  questions.  The  chairman  will  not  present  papers  or  pro- 
pound questions  when  a  question  is  asked  by  a  member  of  the  com- 
mittee, because  the  chairman  will  quit  anything  to  answer  a  ques- 
tion of  his  esteemed  colleagues  on  this  committee. 

Mr.  McGillicuddy.  I  want  to  ask  one  or  two  questions. .  There  are 
some  matters  which  are  not  quite  clear  in  my  mind. 

The  Chairman.  Perhaps  it  would  be  better  for  me  to  put  these 
questions  first.     The  questions  have  been  suggested  now  and  I  will 
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ask  them.  When  the  Merritt  brothers  sold  90,000  shares  of  consoli- 
dated stock  to  J.  D.  Rockefeller  in  or  about  January,  1894,  did  they 
not  get  back  from  him  an  option  to  repurchase  65,000  shares  of  the 
same  stock,  at  the  same  price,  plus  interest  at  6  per  cent  per  annum, 
the  option  good  for  one  year?  That  question  has  been  asked  and 
answered. 

When  the  Merritt  brothers,  some  of  them,  sold  their  consolidated 
stock  to  Rockefeller  in  January,  1894,  how  much  did  that  stock  bring, 
and  what  was  the  total  price? 

Mr.  Meeritt.  I  do  not  know. 

The  Chairman.  Was  not  the  total  price  $900,000? 

Mr.  Merritt.  I  do  not  know. 
,  The  Chairman.  What  was  done  with  the  difference  between  the 
$420,000  owed  to  Rockefeller  and  the  $900,000  received  from  him  on 
the  sale  of  Consolidated  stock? 

Mr.  Merritt.  I  do  not  know  that  either.  I  do  not  remember  of 
ever  getting  any 

The  Chairman.  To  make  a  long  story  short,  what  was  the  extent 
of  these  properties  that  the  Merritt  brothers  and  those  associated 
with  them  owned,  as  compared  with  the  present  holdings  of  the 
Steel  Corporation  in  the  Mesaba  Range,  when  you  went  to  New 
York? 

Mr.  Merritt.  Compared  with  the  present  holdings  of  the  Steel 
Corporation  ? 

The  Chairman.  Yes. 

Mr.  Merritt.  If  you  will  excuse  me,  Mr.  Chairman,  I  know  more 
about  the  holdings  at  the  time  they  went  into  the  Steel  Corporation. 
Is  that  what  you  mean  ? 

The  Chairman.  Yes. 

Mr.  Merritt.  Oh,  we  had  more — I  think  we  had  more — -iron 
property  at  the  time  we  turned  it  over  than  they  did  when  they 
turned  it  in  to  the  Steel  Corporation. 

The  Chairman.  When  the  Steel  Corporation  absorbed  it? 

Mr.  Merritt.  I  know  that  they  dropped  lots  of  the  lands  that  we 
had  and  bought  some  of  them  back  at  a  higher  price. 

Mr.  Reed.  I  object  to  this  until  the  witness  is  shown  to  have  a 
knowledge  of  what  they  had  when  it  went  into  the  Steel  Corporation. 

The  Chairman.  Had  you  a  knowledge  of  what  they  had  when 
they  went  into  the  Steel  Corporation  ? 

Mr.  Merritt.  Yes;  a  general  knowledge.  At  one  time  I  knew 
every  acre  of  it.  But,  of  course,  after  all  these  years  I  could  not 
profess  to  give  anything  but  a  general  estimate,  a  general  knowl- 
edge. I  know  in  a  general  way  I  found  out  that  they  dropped  some 
good  properties,  on  the  recommendation  of  their  people,  perhaps, 
and  some  of  them  I  knew,  in  a  general  way,  that  they  bought  back 
afterwards  at  quite  a  high  price;  and  I  do  not  think  they  had  any 
more  ore. 

The  Chairman.  How  long  was  it  from  the  time  you  commenced 
to  deal  with  John  D.  Rockefeller  until  you  concluded  your  trans- 
actions with  him  ? 

Mr.  Merritt.  Well,  I  do  not  remember  the  date  of  the  consolida- 
tion. That  would  be  the  first  time  that  I  really  dealt  with  him ;  and 
I  concluded  the  transaction  some  time  in  January.    But  it  was  late 

17042— No.  26—11 3 


to 


1916  UNITED  STATES  STEEL,  COBPOKATION. 

in  the  summer  when  the  consolidation  was  formed.    It  was  a  matter 
of  three  or  four  months,  probably. 

The  Chaieman.  What  were  you  worth  after  you  got  through  with 
your  transaction  with  Mr.  Eockefeller  ? 

Mr.  Reed.  I  object  to  that  as  having  no  possible  relevancy  here. 

The  Chairman.  What  part  of  this  property  did  you  have  ? 

Mr.  Mekeiti.  Oh,  I  do  not  remember  that  I  had  any  of  it,  except  a 
few  shares  that  I  had  lost  track  of  some  way ;  some  little  amounts. 

The  Chairman.  I  find  here  a  settlement,  and  in  that  settlement, 
which  is  a  great,  long  document,  there  is  an  exhibit  marked  "  Exhibit 
A".  That  exhibit  recites  that  upon  investigation  you  have  found 
that  Mr.  Rockefeller  was  not  guilty  of  any  deception  or  misrepresen- 
tation of  any  kind.     Do  you  remember  to  have  signed  that  document? 

Mr.  Merritt.  I  do  not  remember  that  document  being  in  there.  I 
only  remember  that  my  attorneys  advised  me  to  sign  the  document. 
I  do  not  remember  of  that  being  in  there  at  all.  It  was,  perhaps,  be- 
cause I  was  in  such  a  physical  and  mental  condition  at  the  time,  was 
the  reason  why  I  do  not  remember.  I  know  I  can  remember  now  that 
I  was  willing  to  do  almost  anything  to  get  out  of  the  trouble.  I  had 
lost,  deservedly,  I  think,  my  confidence  in  the  courts.  I  had  lost,  nat- 
urally enough,  my  confidence  in  those  I  had  naturally  supposed  to 
have  been  my  fi-iends.  I  had  been  stabbed  right  and  left  by  those  I 
had  helped  most. 

The  Chairman.  What  was  your  physical  and  mental  condition  at 
the  time  of  this  settlement  ? 

Mr.  Merritt.  Well,  the  people  did  not  think  I  would  live,  but  I 
did  live. 

The  Chairman.  And  you  blame  yourself  for  your  brother's  death, 
and  all  that  happened  ? 

Mr.  Merritt.  I  blame  myself  for  my  brother's  death,  and  I  blame 
myself  for  all  their  misfortunes.     I  was  to  blame. 

The  Chairman.  This  is  dated  January  22,  1897. 

Mr.  Gardner.  Are  those  pages  numbered? 

The  Chairman.  I  think  so. 

Mr.  Gardner.  Are  they  in  consecutive  numbers? 

The  Chairjian.  They  are  in  consecutive  numbers,  except  for  the 
fact  that  this  agreement  is  attached,  and  separate  from  that  [indi- 
cating papers]. 

Mr.  Gardner.  What  I  wanted  to  arrive  at  was  the  possibility  that 
that  was  inserted  afterwards.  Apparently  they  are  all  in  consecu- 
tive numbers  up  to  the  signatures. 

The  Chairman.  That  was  an  exhibit  which  was  attached. 

Mr.  Merritt.  I  do  not  remember  about  that  except  in  a  general 
way.  If  I  had  signed  that,  Mr.  Chairman,  Iniowingly,  it  would  have 
been  because  I  wanted  to  relieve  my  family  from  their  destitution  and 
absolute  poverty. 

The  Chairman.  Had  you  reached  a  point  where  you  could  not 
prosecute  your  suit  any  further ;  where  you  had  no  means  ? 

Mr.  Merritt.  I  had  reached  a  point  where  I  could  not  prosecute  it 
any  longer ;  where  I  had  lost  faith  in  the  courts,  if  I  did.  The  news- 
papers were  full  of  articles,  all  over  the  country,  and  every  paper  in 
the  State  of  Minnesota  printed  scurrilous  articles,  attacking  the  court 
for  the  judgment  that  my  brother  got.  Every  paper  in  Minnesota, 
I  think  every  one,  had  scurrilous  columns,  put  in  there  by  Mr.  HiU, 
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who  was  supposed  to  be  an  agent  for  Mr.  Rockefeller,  condemning 
tne  courts  and  condemning  us. 

Mr.  Gardner.  Mr.  Chairman,  I  do  not  quite  understand  this.  I  do 
not  see  that  this  is  signed.     That  retraction  is  not  signed. 

??®  Chairman.  It  is  not.     It  is  referred  to  as  Exhibit  A,  however. 

Mr.  Murray.  I  have  a  copy  of  it  in  my  hand,  with  all  the  signa- 
tures, copied.     I  expect  the  original  here  by  the  afternoon  train. 

The  Chairman.  I  have  a  copy  of  it  here. 

Mr.  Murray.  I  mean  the  signatures  to  the  retraction. 

Mr.  Gardner.  It  was  signed,  then? 

Mr.  Murray.  It  was,  sir.  It  was  signed  by  over  20  of  the  Merritt 
family. 

Mr.  Merritt.  I  do  not  deny  signing  that. 

Mr.  Gardner.  This  is  Mr.  Leonidas  Merritt  ? 

Mr.  Murray.  Yes;  Leonidas  Merritt. 

Mr.  Gardner.  And  he  signed  first,  right  on  the  retraction  ? 

Mr.  Murray.  Yes. 

Mr.  Gardner.  That  is,  if  that  is  a  copy? 

Mr.  Merritt.  I  do  not  deny  that  I  signed,  but  I  do  not  remember. 
I  do  not  see  why  I  should  have  signed  it. 

Mr.  Murray.  A  sworn  copy  of  it,  sworn  to  by  J.  L.  "Washburn,  Mr. 
Merritt's  counsel,  was  filed  in  the  circuit  court  in  the  city  of  Duluth, 
afterwards." 

The  Chairman.  I  will  say  that  Mr.  Eockefeller  will  be  called  and 
will  have  abundant  opportunity  to  tell  all  he  knows. 

Mr.  Gardner.  He  will  certainly  be  called. 

The  Chairman.  I  do  not  want  to  do  him  any  injustice,  and  I  want 
him  to  appear  in  propria  persona. 

Mr.  Merritt.  Mr.  Chairman,  let  me  have  your  attention  for  a  mo- 
ment. Since  Mr.  Murray  has  been  so  ready  to  volunteer  this  little 
information,  I  will  say  that  whatever  we  signed,  it  was  agreed  by  our 
attorneys  and  by  Mr.  Rockefeller's  attorney  that  it  never  should  be 
recorded,  but  simply  kept  in  his  possession  and  in  ours — a  copy  of  it. 

Mr.  Gardner.  You  remember,  then,  signing  it,  do  you  not  ? 

Mr.  Merritt.  I  remember  signing  a  document,  but  I  do  not  re- 
member signing  that  document  with  that  proviso  in  it.  I  have  no 
recollection  of  that.     I  recollect  signing  some  sort  of  a  settlement. 

Mr.  Gardner.  Which  was  to  be  kept  secret  between  the  parties? 

Mr.  Merritt.  Which  was  to  be  kept  secret  between  the  parties.  I 
learned  shortly  afterwards  that,  breaking  their  word- — it  was  only  a 
gentleman's  contract — they  had  it  recorded.  Perhaps  I  missed  the 
word  when  I  said  a  "  gentleman's  "  contract ;  but  it  was  a  contract 
that  was  filed  immediately  afterwards,  and  was  made  use  of  to  de- 
tract from  our  fame.     I  just  simply  make  that  as  an  explanation. 

Mr.  Gardner.  Now,  I  would  like  to  ask  the  witness  another  ques- 
tion, in  view  of  that.  I  understood  the  witness  to  say  that  he  did  not 
remember  ever  signing  that  contract  ? 

Mr.  Merritt.  I  said  I  remembered  signing  a  contract,  but  I  did  not 
remember,  and  I  do  not  remember,  and  I  can  not  now  remember,  of 
signing  that  proviso,  or  that  proviso,  or  whatever  you  call  it,  there, 
being  in  there ;  and  I  do  not. 

Mr.  Gardner.  What  document  you  do  remember,  that  was  to  be 
kept  confidential? 

Mr,  Mekkitt.  Yes. 


1918  UNITED   STATES   STEELi   COEPOKATION. 

Mr.  Gardner.  What  document  was  that  ? 

Mr.  Mereitt.  That  was  whatever  document  I  signed. 

Mr.  Gardner.  It  was  a  retraction,  was  it  ? 

Mr.  Merritt.  No;  I  did  not  retract  anything.  I  never  retracted 
anything,  except 

Mr.  Gardner.  Then,  why  was  it  to  be  kept  confidential  ? 

Mr.  Merritt.  Well,  because  I  was 

Mr.  Gardner.  What  was  the  nature  of  it,  if  it  was  not  a  retraction? 

Mr.  Merritt.  The  nature  of  it  was  that  we  had  agreed  in  this 
way.  The  retraction  which  I  understood  was  in  it  was,  "  we  do  not 
blame  Mr.  Eockefeller  any."  I  remember  signing  something  that 
had  those  words  in  it.  Whether  I  saw  it  or  whether  that  was  said 
to  my  attorneys,  I  do  not  recollect.  Mj'  attorneys  advised  me  to 
sign  that,  and  said  that  there  was  no  retraction  in  it — no  detraction, 
or,  what  do  you  call  it?  I  can  not  get  the  word,  now — -except  that 
we  did  not  blame  him.  And,  at  the  time,  I  did  not  blame  him  as 
much  as  I  did  Gates  and  others.  I  seem  to  be  blaming  him  now 
because  I  have  tried  to  tell  the  cold  facts  in  relation  to  the  thing; 
but  at  the  time  I  thought  that  he  was  living  in  an  atmosphere  of 
flattery,  having  other  men  doing  his  business  for  him,  and  men 
coming  and  going  attending  to  his  business,  and  I  thought  he  did  not 
know  how  badly  he  used  us.  Really,  I  had  that  on  my  mind.  When 
I  come  to  relate  the  facts  of  it,  as  I  have  here,  why,  of  course  I  can 
see  now  that  he  was  the  main  John  D.  in  the  whole  transaction. 

The  Chairman.  Do  any  other  members  of  the  committee  wish  to 
ask  the  witness  any  questions? 

Mr.  Beall.  I  want  to  ask  one  or  two.  Mr.  Merritt,  at  the  time 
that  tliese  notes  were  executed,  or  at  the  time  this  obligation  was 
given  to  Mr.  Eockefeller,  was  it  in  the  form  of  a  note  with  collateral 
attached  ? 

Mr.  Merritt.  Well,  sir,  I  could  not  say.  I  got  that  money  from 
time  to  time  and  put  up  these  collaterals.  I  suppose  I  must  have 
signed  notes ;  but,  really,  I  do  not  remember. 

Mr.  Beall.  JJo  you  remember  whether  or  not,  instead  of  signing 
notes,  you  simply  transferred  the  stock  to  him? 

Mr.  Merritt.  No,  sir ;  I  did  not. 

Mr.  Beall.  With  the  option  of  redemption? 

Mr.  Merritt.  No  ;  I  did  not  do  that.  No ;  this  stock  was  put  up, 
clearly  I  remember  that,  as  a  collateral. 

Mr.  Beall.  To  some  loans  ? 

jMr.  Merritt.  To  some  loans.  I  suppose,  from  what  Mr.  Gates 
said — what  I  recollect  him  saying — that  I  must  have  signed  call 
notes,  and  I  guess  I  did. 

Mr.  Beall.  Do  you  know  whether  or  not  any  contract  in  connec- 
tion with  those  call  notes,  the  contract  that  you  made,  was  embodied 
in  the  note  ? 

Mr.  Merritt.  Well,  I  do  not  know.  Mr.  Rockefeller  can  tell  you 
that. 

Mr.  Beall.  When  your  affairs  with  Rockefeller  were  settled,  were 
any  of  these  notes  or  was  any  pontract  you  may  have  had  with  him 
returned  to  you  ? 

Mr.  Merritt.  No,  sir. 

Mr.  Beall.  Have  you  seen  them  since  ? 
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Mr.  Meeeitt.  No,  sir;  I  have  not  seen  either  the  stock  or  the  con- 
tracts, or  whatever  I  signed. 

Mr.  Beall.  Do  you  knov7  where  they  are  ? 

Mr.  Meekitt.  Why,  I  suppose  they  are  at  No.  26  Broadway. 

Mr.  Beall.  So  far  as  you  know,  neither  you  nor  anybody  con- 
nected with  you  has  possession  of  those  notes  or  contracts? 

Mr.  Meeeitt.  No  ;  I  am  quite  sure  we  never  got  them. 

Mr.  Beall.  Or  has  had  possession  of  them  since  they  were  given  ? 

Mr.  Meeeitt.  No,  sir. 

Mr.  Beall.  After  this  transaction  was  closed,  after  this  collateral 
was  disposed  of,  you  say  there  was  an  option  given  you  to  redeem  a 
certain  part  of  it? 

Mr.  Meeeitt.  Yes. 

Mr.  Beall.  There  appears  here  in  one  of  these  questions  an  intima- 
tion that  there  were  sold  to  Mr.  Rockefeller  about  90,000  shares  of 
Consolidated  stock.  Did  you  sell  at  that  time  to  Mr.  Rockefeller  any 
stock  that  he  did  not  then  have  possession  of  ? 

Mr.  Meeeitt.  Oh,  I  think  the  contract  in  that  final  settlement  for 
sale,  or  whatever  you  might  call  it,  covered — my  recollection  is  that 
that  covered — the  whole  transaction.  I  think  it  did,  you  know,  as 
if  this  stock  had  never  been  put  up,  you  know.    We  were  down. 

Mr.  Beall.  If  there  was  a  sale  to  Mr.  Rockefeller  at  that  time  of 
90,000  shares  of  Consolidated  stock,  was  it  a  part  of  the  stock  that 
had  been  put  up? 

Mr.  Meeeitt.  I  think  so. 

Mr.  Beall.  With  Mr.  Rockefeller,  prior  to  that  time  ? 

Mr.  Meeeitt.  Yes,  yes. 

Mr.  Gaednee.  Was  it  the  whole  of  the  stock  ? 

Mr.  Meeeitt.  I  do  not  know,  as  I  told  you.  I  do  not  know.  Mr. 
Rockefeller  can  tell  you  that. 

Mr.  Beall.  Evidently  it  was  not  the  whole  of  the  stock.  Well, 
possibly  so. 

Mr.  Meeeitt.  They  had  the  whole  of  my  stock  there.  I  never  saw 
it  after  I  put  it  up. 

Mr.  Beall.  You  do  not  know  whether  the  90,000  shares  represented 
the  whole  of  it  or  not? 

Mr.  Meeeitt.  No ;  I  do  not. 

Mr.  Beall.  This  question  intimates  that  you  got  the  option  to  re- 
purchase 56,000  shares  of  the  same  stock  at  the  same  price  that  you 
had  received  for  it. 

Mr.  Meeeitt.  Yes;  I  know  there  was  a  portion  of  that  stock.  I 
do  not  know  how  much. 

Mr.  Beall.  In  that  settlement,  was  any  money  paid  you  ? 

Mr.  Meeeitt.  No. 

Mr.  Beall.  Was  any  money  paid  by  Mr.  Rockefeller  to  the  other 
Merritts  within  your  knowledge  ? 

Mr.  Meeeitt.  No. 

Mr.  Beall.  You  were  due  Mr.  Rockefeller,  as  I  think  the  testimony 
shows,  about  $420,000? 

Mr.  Meeeitt.  We  were  due 

Mr.  Beall.  With  interest,  and  so  forth. 

Mr.  Meeeitt.  Yes. 

Mr.  Beall.  If  you  sold  him  90,000  shares  of  stock  at  $10  a  share, 
that  makes  about  $900,000.     There  would  be  a  difference  of  nearly 
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$500,000  between  your  indebtedness  and  the  amount  that  would  be 
realized  on  the  90,000  shares  of  stock,  if  he  paid  $10  a  share.  Do  you 
know  anything  about  that  difference  ? 

Mr.  Meeritt.  No,  sir ;  I  never  remember  having  any  money  at  that 
time. 

Mr.  Beall.  If  you  had  received  any  money  there  you  would  re- 
member it,  would  you  not? 

Mr.  Mereitt.  I  think  I  would. 

Mr.  Beall.  Do  you  not  know  you  would? 

Mr.  Mereitt.  Yes;  I  am  pretty  certain  I  would. 

Mr.  Beall.  Are  you  not  certain  you  would? 

Mr.  Meeritt.  I  am  pretty  certain  I  did  not  get  any  money  at  that 
time. 

Mr.  Beall.  You  would  know  whether  you  got  any  money  or  not  at 
that  time? 

Mr.  Merritt.  Well,  now,  that  might  have  went  to  pay  something. 

Mr.  Beall.  Well,  did  it? 

Mr.  Mereitt.  I  do  not  know. 

Mr.  Beall.  Did  you  have  any  information  that  it  did? 

Mr.  Mereitt.  No;  I  did  not. 

Mr.  Beall.  What  was  the  price  that  was  in  contemplation  between 
you  and  the  representatives  of  Mr.  Kockefeller  when  this  option  was 
given  to  you  to  repurchase  some? 

Mr.  Meeritt.  Ten  cents,  I  think. 

Mr.  Beall.  Ten  cents  on  the  dollar? 

Mr.  Merritt.  Yes. 

Mr.  Beall.  $10  a  share? 

Mr.  Merritt.  Yes;  on  the  face  value. 

Mr.  Beall.  $10  on  the  share? 

Mr.  Merritt.  Yes ;  $10  a  share.    I  think  the  shares  were  $100. 

Mr.  Beall.  This  question  has  been  handed  up :  Were  not  the  Mer- 
ritt brothers,  or  some  of  them,  directors  of  the  Iron  Exchange  Bank 
or  the  Mountain  Iron  Bank,  of  Duluth,  in  1893  ? 

Mr.  Merritt.  Yes. 

Mr.  Beall.  Were  not  the  Merritt  brothers,  or  some  of  them,  largely 
indebted,  during  the  panic,  to  the  Iron  Exchange  Bank  or  the  Moun- 
tain Iron  Bank  of  Duluth? 

Mr.  Mereitt.  I  would  not  say.    I  do  not  think  we  were. 

Mr.  Beall.  You  do  not  think  you  were  largely  indebted  to  the 
Iron  Exchange  Bank  or  the  Mountain  Iron  Bank? 

Mr.  Mereitt.  No.  I  know  when  the  bank  failed  I  think  we  did  not 
lose  anything. 

Mr.  Beall.  Did  not  the  Merritt  brothers,  or  some  of  them,  during 
the  panic  of  1893  owe  large  sums  to  persons  other  than  John  D. 
Rockefeller  ? 

Mr.  Meeeitt.  Well,  some  of  them  did,  I  think.  But  I  do  not  know 
much  about  their  business. 

Mr.  Beall.  WeU,  did  you? 

Mr.  Meeeitt.  No  ;  I  did  not  owe  anj^thing,  I  don't  think,  personally. 

Mr.  Beall.  Did  your  brother  who  is  here? 

Mr.  MuEEAT.  Your  brother  Cassius? 

Mr.  Mereitt.  My  brother  Cassius  might  have.  He  is  dead  now,  as 
you  well  know. 

Mr.  Beall.  I  want  to  try  to  get  at  the  facts. 
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Mr.  Meheitt.  Well,  I  know ;  so  do  I,  sir. 

Mr.  Beall.  In  this  settlement  with  Eockefeller,  did  you  either  re- 
ceive any  money  at  that  time? 

Mr.  Meeritt.  We  did  not  receive  any  cash;  I  am  certain  of  that. 
_   Mr.  Beall.  Or  receive  anything  that  was  the  equivalent  of  money 
m  the  payment  of  obligations? 

Mr.  Mehkitt.  That  is  what  I  started  to  say,  but  there  might  have 
been  debts  of  my  brothers  or  nephews  or  cousins  or  something. 

Mr.  Beall.  Whatever  adjustment  of  that  kind  was  made  was  made 
with  your  knowledge  and  consent,  at  that  time? 
•   Mr.  Merbitt.  Oh,  it  must  have  been.    I  do  not  remember  anything 
about  it  except  that  it  must  have  been.    I  know  that  I  did  not  get  any 
money  at  that  settlement. 

Mr.  Beall.  Were  you  in  New  York  at  the  time  that  settlement  was 
made,  or  was  it  made  by  somebody  else  for  you  ? 

Mr.  Meeeitt.  It  was  made  by  some  one  else. 

Mr.  Beall.  You  were  not  there? 

Mr.  Meeeitt.  No;  I  was  not  there. 

Mr.  Beall.  You  do  not  know  the  details  of  the  settlement? 

Mr.  Meeeitt.  No ;  nothing  about  that  at  all.  I  had  my  attorneys 
there. 

Mr.  Beall.  Was  there  any  instrument  executed  evidencing  the 
terms  of  that  settlement  within  your  knowledge  ? 

Mr.  Meeeitt.  .  Not  within  my  knowledge ;  no. 

Mr.  Beall.  Did  you  sign  anything  in  the  adjustment  of  your  dif- 
ferences with  Eockefeller?  Was  there  any  instrument  signed  that 
you  remember  of? 

Mr.  Meeeitt.  Not  that  I  remember.  There  might  have  been,  you 
know.  As  I  told  you,  when  you  come  to  that  point,  I  do  not  want  to 
evade  anything.  I  kaow  in  my  very  soul  that  the  truth  is  what  I 
want  just  as  much  as  you  do. 

Mr.  Beall.  That  is  what  I  want. 

Mr.  Meeeitt.  But  when  you  come  to  that  period  in  my  history, 
and  in  the  history  of  this  consolidation,  my  recollection  is  very  hazy. 
It  was  one  of  the  things  that  God  knows  I  tried  to  forget.  I  never 
expected  to  be  before  you  gentlemen  or  before  anybody.  I  thought 
that  when  we  settled  with  Eockefeller  we  were  through  with  this 
thing  forever. 

The  Chaieman.  I  will  say  right  here,  Mr.  BeaU,  that  these  gen- 
tlemen objected  very  strenuously  to  coming  before  this  committee; 
did  not  want  to  talk  with  me  and  begged  me  not  to  bring  them  here. 

Mr.  Beall.  I  want  the  truth,  and  I  want  to  understand  your  evi- 
dence. 

Mr.  Meeeitt.  Yes ;  I  understand  that. 

Mr.  Beall.  The  evidence  here  is  that  your  brother  afterwards 
brought  a  suit  against  Eockefeller. 

Mr.  Meeeitt.  Yes. 

Mr.  Beall.  Were  you  a  party  to  that  suit  ? 

Mr.  Meeeitt.  No,  sir ;  I  was  not  a  party  to  that  suit. 

Mr.  Beall.  You  had  nothing  to  do  with  that  suit  ? 

Mr.  Meeeitt.  I  had  nothing  to  do  with  that  suit  except  as  a  wit- 
ness. 

Mr.  Beall.  It  is  in  evidence  that  later  there  was  a  settlement  of 
that  suit. 
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Mr.  Merritt.  Yes. 

Mr.  Beaul.  Did  you  receive  a  part  of  the  consideration  which  was 
involved  in  that  settlement? 

Mr.  Merritt.  My  brother  gave  it  to  me.    I  did  not  receive  ij:. 

Mr.  Beall.  There  was  received,  I  believe  the  testimony  shows, 
$525,000? 

Mr.  Merritt.  Yes. 

Mr.  Beall.  What  share  of  that  was  paid  to  you  ? 

Mr.  Merritt.  I  do  not  recollect  that.  It  was  evident  that  we 
could  not,  any  of  us,  get  any  justice  in  the  courts.  That  is  the  way 
it  appeared  to  us— that  we  could  not.  In  fact  we  were  unable  t6 
prosecute  further,  and  my  brother  divided  what  he  had  left  equally 
with  me.    It  was  a  gift. 

Mr.  Beall.  In  that  suit  was  he  suing  for  himself  and  for  you  also? 

Mr.  Merritt.  Oh,  no. 

Mr.  Beall.  It  was  an  absolutely  independent  suit  of  his  own? 

Mr.  Merritt.  Yes;  absolutely  independent. 

Mr.  Beall.  Were  you  present  when  this  settlement  between  your 
brother  and  the  representatives  of  Mr.  Rockefeller  was  made  ? 

Mr.  Merritt.  That  was  made  in  New  York.    No ;  I  was  not  there. 

Mr.  Beai^l.  You  were  not  present? 

Mr.  Merritt.  No. 

Mr.  Beall.  Do  you  know  who  prepared  the  papers  that  were  exe- 
cuted evidenciiig  that  settlement? 

Mr.  Merritt.  I  suppose  the  lawyers,  with  our  attorney,  did  that. 

Mr.  Beall.  Did  you  have  anything  to  do  with  the  preparation  ? 

Mr.  Merritt.  I  did  not. 

Mr.  Beall.  Do  you  know  whether  your  attorney,  or  whether  Mr. 
Rockefeller's  attorney,  or  whether  by  them  acting  jointly,  they  were 
prepared?    Do  you  know  anything  about  that? 

Mr.  Merritt.  I  know  nothing  about  that.  I  looked  to  my  attor- 
ney— ^that  is,  I  looked  to  Alf's  attorney. 

Mr.  Beall.  You  do  know  that  there  was  some  sort  of  settlement 
made  and  some  sort  of  paper  signed  ? 

Mr.  Merritt.  Yes;  I  loiow  I  signed  some  papers  there,  but  I  do 
not  remember  the  contents  of  them.    I  have  never  seen  them  since. 

Mr.  Beall.  In  one  of  these  instruments  there  is  this  condition : 

The  Messrs.  Merritt  will  execute,  acknowledge,  and  deliver  to  Mr.  Rockefeller 
a  statement  in  the  form  hereto  annexed,  marked  "A."  And  as  part  of  this 
agreement  and  one  of  the  considerations  moving  Mr.  Rockefeller  thereto  the 
Messrs.  Merritt  do,  and  will  continue  to,  extend  their  hearty  good  will  and 
continued  friendly  relations  to  Mr.  Rockefeller  and  to  the  various  companies 
herein  mentioned,  in  which  companies  he  is  understood  to  be  interested. 

Do  you  know  why  that  was  put  in  there? 

Mr.  Merritt.  No  ;  I  do  not  recollect. 

Mr.  Beall.  Do  you  know  at  whose  suggestion  it  was  put  in  there  ? 

Mr.  Merritt.  No. 

Mr.  Beall.  Do  you  know  whether  or  not  it  was  a  condition  to  the 
final  determination  of  this  matter,  the  execution  of  this  eontraiCt  in 
payment  of  this  money,  that  something  like  this  should  go  into  this 
instrument? 

Mr.  Merritt.  All  I  know  about  that  is  that  my  attorney  advised 
me  that,  and  said  that  in  that  I  retracted  nothing,  and  if  I  did  not 
sign  it  I  would  not  get  any  settlement.    He  also  called  my  attention 
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to  the  fact  that  my  case,  if  I  had  any  case  against  Rockefeller,  had 
already  been  decided  in  Alf's  instance,  and  that  I  would  not  have  any 
chance  in  the  court.  I  think  that  in  the  decision,  if  my  recollection  is 
right,  the  judge,  in  writing  up  the  decision,  mentioned  my  name  as 
not  having  any. 

Mr.  Beall.  As  I  understand  it  now,  in  the  adjustment  of  this 
matter  and  in  consideration  of  the  payment  to  your  brother  of 
$500,000  by  Mr.  Rockefeller,  that  instrument  had  to  be  executed  con- 
taining provisions  of  this  kind— clauses  of  this  kind.  "Was  that  a 
condition  to  the  payment  of  this  amount  of  money,  that  you  had  to 
sign  an  instrument  of  this  sort  ? 

Mr.  Meeeitt.  I  think  I  so  understood  it;  yes;  that  that  was  the 
condition. 

Mr.  Beall.  You  do  not  remember  anything  about  Exhibit  A? 

Mr.  Meeeitt.  No;  I  do  not.  I  do  not  remember  anything  about 
any  of  it  except  that  I  signed  some  papers. 

Mr.  Beall.  Exhibit  A  says : 

A.  Certain  matters  of  difference  have  existed  between  the  undersigned  and 
Mr.  John  D.  Rockefeller,  and  a  certain  litigation  has  been  pending  between 
the  undersigned  Alfred  Merritt  and  Mr.  Rockefeller,  in  which  litigatioai  it  was 
claimed  that  certain  misrepresentations  were  made  by  Mr.  Rockefeller,  and 
those  acting  for  him,  concerning  certain  properties  sold  by  him  to  Lake  Superior 
Consolidated  Iron  Mines.  It  is  hereby  declared  that  from  recent  independent 
Investigations  made  by  us  or  under  our  direction  we  have  become  satisfied  that 
no  misrepresentation  was  made  or  fraud  committed  by  Mr.  Rockefellev,  or  by 
his  agents  or  attorneys  for  him,  upon  the  sale  by  him  of  any  property  to  us 
or  any  of  us,  or  to  Lake  Superior  Consolidated  Iron  Mines,  or  upon  the  pur- 
chase by  him  from  one  or  more  of  us  of  any  stocks  or  interests  in  any  mining  or 
railway  company  or  companies,  or  upon  the  pledge  by  us  or  either  of  us  to  him 
of  stocks  and  securities  belonging  to  one  or  more  of  us;  and  we  her*y  with- 
draw all  such  charges  and  claims  and  exonerate  Mr.  Rockefeller  and  his  agents 
and  attorneys  therefrom. 

Duluth,  Minn.,  January  22,  1897. 

If  you  signed  an  instrument  of  this  sort,  was  it  signed  as  a 
prerequisite  to  the  settlement  of  this  case  ? 

Mr.  Meeeitt.  Certainly. 

Mr.  Beall.  Had  you  made  any  independent  investigations  prior 
to  the  time  of  this  settlement  which  convinced  you  that  the  charges 
that  you  had  made  against  Mr.  Rockefeller  were  not  true  ? 

Mr.  Meeeitt.-  Not  that  I  recollect  of. 

Mr.  Beall.  Had  any  of  these  other  parties 

Mr.  Meeeitt.  I  do  not  recollect  that. 

Mr.  Beall  (continuing).  Who  were  required  to  sign  this  made 
any  such  investigations? 

Mr.  Meeeitt.  I  Imow  only  so  far  as  ray  wife  signed  there.  She 
did  not  make  any  investigation ;  and  several  others  there.  There  are 
some  others  there  that  might  have  made  an  investigation  and  found 
out.  AH  I  know  about  those  properties  is  that  I  voted,  when  I  was 
president  and  a  director  of  the  Consolidated  mines,  to  allow  Mr. 
Rockefeller  to  withdraw  those,  because  he  had— let  us  see;  how 
will  I  put  that— because  they  were  not  worth  the  amount.  That  is, 
instead  of  being  gilt  edged,  as  he  represented  them,  they  were  abso- 
lutely in  debt  and  banlo-upt,  and  I  voted— and  you  will  find  that 
on  the  record  to-day,  if  it  has  not  been  destroyed— to  let  him  with- 
draw those  properties,  because  of— I  will  not  say  misrepresentation— 
but  because   of   an   inadvertence— putting   in   properties   that   he 
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claimed  were  good  and  which  were  found  out  afterwards  not  to  be 
good.  I  recollect  that.  That  was  amongst  the  things  that  I  can 
recollect. 

Mr.  Beall.  Had  he  in  this  consolidation  turned  in  to  it  certain 
properties  that  were  alleged  to  be  good,  properties  that  it  afterwards 
developed  were  not  good  properties  ? 

Mr.  Meeeitt.  Yes;  and  he  was  allowed  to  withdraw  them.  The 
records  of  the  Consolidated  Co.  will  show  that,  when  I  was  president 
of  the  Consolidated  Co. 

Mr.  Beall.  Had  complaint  at  that  time  been  made  that  in  the  con- 
solidation Mr.  Rockefeller  had  turned  in  properties  under  a  mis- 
representation or  a  misapprehension  of  the  value? 

Mr.  Meeeitt.  Yes. 

Mr.  Beall.  Who  had  suggested  that  he  withdraw  them  ? 

Mr.  Meeeitt.  His  attorneys. 

Mr.  Beall.  Did  he  withdraw  them? 

Mr.  Meeeitt.  He  did. 

Mr.  Beall.  Did  he  substitute  anything  in  the  place  of  them  ? 

Mr.  Meeeitt.    He  did  not.     He  just  took  less  bonds. 

Mr.  Beall.  Something  was  said  yesterday  about  when  that  con- 
solidation was  made 

Mr.  MuEEAT.  I  did  not  get  the  last  part  of  the  witness's  answer. 

Mr.  Beall.  He  said  he  took  less  bonds. 

Mr.  MuEEAY.  When  the  properties  were  returned — those  particu- 
lar ones — ^bonds  were  canceled  for  their  value. 

Mr.  Meeeitt.  I  said  he  did  not  substitute  anything  else,  but  he 
took  less  bonds. 

Mr.  Beall.  Did  Mr.  Rockefeller,  or  anybody  representing  him  at 
that  meeting  or  in  connection  with  that  matter,  make  any  explana- 
tion as  to  why  this  misrepresentation  or  misapprehension  existed? 

Mr.  Meeeitt.  Yes ;  that  was  cleared  up  at  the  meeting — at  several 
meetings. 

Mr.  Beall.  Some  statement  was  made  yesterday  that  at  the  time 
of  this  consolidation  Mr.  Rockefeller  agreed  to  take  certain  bonds, 
with  the  further  agreement  that  stock  was  afterwards  to  be  substi- 
ruted  for  those  bonds. 

Mr.  Meeeitt.  Yes ;  that  was  right. 

Mr.  Beall.  Did  he  carry  out  that  agreement  ? 

Mr.  Meeeitt.  He  did  not. 

Mr.  Beall.  Was  any  demand  made  upon  him  to  carry  it  out,  or 
any  explanation  given  by  him  as  to  why  he  did  not  carry  it  out? 

Mr.  Meeeitt.  There  was  no  one  to  demand.  There  was  no  one  to 
ask  an  explanation.    We  were  thrown  down  and  out. 

Mr.  Beall.  When  was  he  to  do  that  ? 

Mr.  Meeeitt.  As  soon  as  he  saw  that  our  properties  were  what 
we  recommended  them;  as  soon  as  that  could  be  made  apparent. 

Mr.  Beall.  Was  that  made  apparent  to  him  ? 

Mr.  Meeeitt.  Well,  I  should  say  so. 

Mr.  Beall.  Then  why  did  he  not  substitute?    Did  he  decline  to? 

Mr.  Meeeitt.  Well,  there  was  no  one  there  to  demand  it,  in  inter- 
est.    I  had  gone  out ;  my  brothers  had  gone  out. 

Mr.  Beall.  And  Mr.  Rockefeller  and  his  associates  were  then  in 
control  of  the  Consolidated,  is  that  what  you  mean  ? 

Mr.  Meeeitt.  Yes. 
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Mr.  Beall.  At  the  time  that  you  executed  these  notes  that  were 
atterwards  found  to  be,  or  have  been  described  here  as  being,  de- 
mand notes,  were  any  representations  made  to  you  as  to  when  de- 
mand would  be  made  for  their  payment? 
_  Mr.  Meehitt.  Yes;  said  to  carry  them  until  this— this  consolida- 
tion was  being  worked  all  the  time;  not  definitely  until  I  had  my 
celebrated  mterview  with  Mr.  Rockefeller,  but  this  consolidation 
was  m  the  air  all  the  time.  When  we  got  that  consolidation  made 
so  that  we  could  issue  the  consolidated  bonds,  then  Mr.  Eocke- 
feller  would  buy  those  bonds,  and  be  glad  to  buy  them,  with  that 
money. 

Mr.  Beall.  Was  it  the  understanding  that  this  money  you  were 
borrowing  temporarily  was  simply  to  tide  you  over  until  those 
bonds  could  be  sold  ? 

Mr.  Meeeitt.  That  was  the  absolute  understanding. 

Mr.  Beall.  Was  there  any  understanding  that,  pending  that  time, 
there  would  be  no  pressure  brought  upon  you  for  the  payment  of 
that  money  ? 

Mr.  Meeeitt.  I  was  assured  all  the  time. 

Mr.  Beall.  Who  assured  you  ? 

Mr.  Meeeitt.  Mr.  Gates.    He  was  my  Eockef  eller. 

Mr.  Beall.  How  long  after  this  assurance  was  given  to  you  by 
Mr.  Gates  or  Mr.  Eockefeller  was  it  that  the  demand  was  made  for 
the  payment  of  the  money  ? 

Mr.  Meeeitt.  That  was  probably  a  month  or  two  after  the  con- 
solidation was  formed.  That  was  the  time  I  had  my  last  interview 
with  Mr.  Gates. 

Mr.  Beall.  How  long  after  that  last  interview  before  the  demand 
was  made? 

Mr.  Meeeitt.  I  think  it  was  the  following  day.  I  am  not  quite 
clear  on  that,  but  it  was  right  away,  anyhow. 

Mr.  Beall.  What  length  of  time  was  given  you  in  which  to  make 
the  settlement? 

Mr.  Meeeitt.  Oh,  only  a  day. 

Mr.  Beall.  Did  you  make  any  effort  to  adjust  the  matters  within 
the  limit  of  that  time  ? 

Mr.  Meeeitt.  Why,  yes;  I  made  efforts.  I  did  not  come  into 
communication  with  capitalists  or  capital.  I  made  what  efforts  I 
could. 

Mr.  Beall.  Did  you  notify  your  brothers  ? 

Mr.  Meeeitt.  I  notified  my  brothers  by  telegram,  I  suppose.  There 
was  not  much  time,  as  I  remember,  to  do  much.  And  I  want  to 
explain  again  that  I  do  not  know  whether  they  did  sacrifice  that 
stock  at  that  time,  as  he  told  me  that  he  would.  I  never  saw  that 
stock  afterwards. 

Mr.  Beall.  What,  in  your  judgment,  was  the  value  of  the  securities 
that  you  had  put  up  with  Mr.  Eockefeller's  representatives  to  secure 
the  $420,000  loan ;  what  was  the  real  value  at  that  time  ? 

Mr.  Meeeitt.  The  real  value  ? 

Mr.  Beall.  Yes. 

Mr.  Meebitt.  About  $10,000,000. 

Mr.  Beall.  At  the  time  that  the  loan  was  called,  what,  in  your 
judgment,  was  the  real  value  of  those  securities? 
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Mr.  Meeeitt.  We  considered  at  that  time  that  the  real  value  of 
the  whole  concern  was  $20,000,000.  We  put  up  not  half  of  it,  but 
at  a  rough  guess,  we  put  that  much  securities  up.  The  traffic  con- 
tracts of  the  railroads  themselves  were  worth  millions. 

Mr.  Beall.  At  the  time  the  negotiations  began  with  Mr.  Kocke- 
f eller,  you  owned  these  railroads ;  you  and  your  associates  ? 

Mr.  .Meeeitt.  Yes. 

Mr.  Beall.  You  and  your  brothers  and  friends  owned  these  iron 
mines? 

Mr.  Meeeitt.  Yes. 

Mr.  Beall.  Very  extensive? 

Mr.  Meeeitt.  Yes. 

Mr.  Beall.  Your  connection  with  Mr.  Eockefeller  began  in  what 
year  ? 

Mr.  Meeeitt  (addressing  his  brother).  Alf,  when  did  we  start  that 
extension  ? 

Mr.  Alfred  Meeeitt.  The  contract  for  the  consolidation  was  dated 
August  28,  1893. 

Mr.  Meeeitt.  Yes ;  it  was  in  1893 ;  I  know,  now. 

Mr.  Beall.  Your  connection  with  Rockefeller  began  about  1893  ? 

Mr.  Meeeitt.  Yes. 

Mr.  Beall.  When  was  the  call  loan  made  ? 

Mr.  Meeeitt.  In  1893. 

Mr.  Beall.  The  same  year? 

Mr.  Meeeitt.  Yes. 

Mr.  Beall.  Your  business  connection  with  Mr.  Rockefeller  had 
then  extended  over  only  a  few  months? 

Mr.  Meeeitt.  YeSj  that  is  all. 

Mr.  Beall.  At  the  end  of  your  business  connection  with  Rocke- 
feller did  you  have  the  railroads? 

Mr.  Meeeitt.  No. 

Mr.  Beall.  Did  you  own  the  stock? 

Mr.  Meeeitt.  No. 

Mr.  Beall.  Did  you  own  the  iron  mines? 

Mr.  Meeeitt.  No,  sir. 

Mr.  Beall.  Did  you  own  the  stock? 

Mr.  Meeeitt.  No. 

Mr.  Beall.  What  did  you  have? 

Mr.  Meeeitt.  I  had  a  chance  to  walk  from  New  York  to  Duluth  on 
the  ties ;  that  is  all  I  had.    That  is  all  I  had  in  sight. 

Mr.  Beall.  That  is  all? 

Mr.  Gaednee.  Mr.  Merritt,  you  testified  to  the  value  of  your  col- 
lateral as  $10,000,000,  that  you  had  against  that  loan.  As  far  as 
appears  you  had  90,000  shares.  That  would  make  them  of  a  value 
of  a  little  over  $1,000  a  share? 

Mr.  Beall.  No:  $100  a  share.    90,000  times  $100  is  $9,000,000. 

Mr.  Gaednee.  Mr.  Beall  is  correct. 

Mr.  Meeeitt.  I  was  not  figuring  on  the  shares. 

Mr.  Daneoeth.  I  would  like  to  ask  a  question  or  two.  I  under- 
stood that  you  were  a  stockholder  in  this  railroad  before  you  en- 
tered into  the  consolidation? 

Mr.  Meeeitt.  Oh,  yes. 

Mr.  Daneoeth.  You  were,  yourself? 

Mr.  Meeeitt.  Yes;  I  was.    I  built  the  railroad. 
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Mr.  Danforti-i.  "Well,  you  were  a  stockholder? 

Mr.  Mereitt.  I  and  my  brothers  were  stockholders;  yes. 

Mr.  Danforth.  You  were  interested  in  it? 

Mr.  Mebritt.  Yes. 

Mr.  Danforth.  How  large  an  interest — how  many  shares  of 
stock  did  you  have? 

Mr.  Meeeitt.  I  can  not  tell.  I  became  interested  in  the  railroad 
in  different  ways.  In  the  first  place,  I  bought  shares  at  par,  but  I 
can  not  recollect  now,  and  I  have  no  means  here,  or  perhaps  else- 
where, of  knowing  how  much  I  bought — several  thousand  dollars 
worth  of  stock.  To  start  the  railroad  I  paid  cash  for  it — par.  Then, 
in  the  construction  I  got  a  one-tenth  interest  in  that  construction, 
and  I  got  some  more  stock  in  that  way,  and  then  afterwards  I 
built — started  to  build — on  my  own  hook,  a  branch  there  that  would 
cost  about  $70,000.  But  I  took  some  other  fellows  in  with  me  after- 
wards, and  got  some  interest  in  that  way,  and  perhaps  I  bought 

Mr.  Danforth.  I  do  not  care  about  that.  The  stocks  and  bonds 
of  the  railroad  corporation  when  it  was  organized,  as  I  remember  it, 
amounted  to  $6,000,000,  did  they  not — stocks  and  bonds? 

Mr.  Merritt.  Of  the  railroad? 

Mr.  Danforth.  Of  the  railroad. 

Mr.  Merritt.  I  do  not  think  it  was  bonded  for  any  amount  like 
that. 

Mr.  Danforth.  I  did  not  say  bonded;  the  bonds  and  stocks  to- 
gether. Did  they  not  say  there  was  $3,000,000  of  bonds  and  $3,000,- 
000  of  stock? 

Mr.  Murray.  Authorized. 

Mr.  Merritt.  Authorized,  I  guess;  yes. 

Mr.  Danforth.  Was  the  stock  issued? 

Mr.  Merritt.  Oh,  no. 

Mr.  Danforth.  Were  bonds  issued? 

Mr.  Merritt.  Only  just  enough  to  cover  the  construction. 

Mr.  Danforth.  I  think  your  brother  testified  there  were  $1,200,- 

000  of  bonds  issued  to  the  construction  company. 
Mr.  Merritt.  .Yes. 

Mr.  Danforth.  And  you  got  one-tenth  of  that? 

Mr.  Merritt.  Yes. 

Mr.  Danforth.  And  then  there  was  $1,200,000  of  the  stock  issued, 
and  you  got  one- tenth  of  that? 

Mr.  Merritt.  Yes. 

Mr.  Danforth.  So  that  you  had  a  par  value  in  the  railroad  of 
$240,000  at  that  time,  besides  what  you  bought? 

Mr.  Merritt.  Yes ;  besides  what  I  bought  and  got  in  other  ways. 

Mr.  Danforth.  Then  you  carried  out  this  transaction  in  regard  to 
the  $300,000  or  $360,000  of  stock  which  you  negotiated  with  Mr. 
Wetmore,  I  believe?  „    ,^    ,,  t  ,r 

Mr.  Merritt.  "Well,  they  brought  me  a  draft,  Mr.  Murray  and  Mr. 
Wetm.ore,  my  recollection  is. 

Mr.  Danforth.  Yes;  that  is  correct. 

Mr.  Merritt.  They  brought  me  a  draft  of  $350,000,  and  as  soon  as 

1  could  get  a  meeting  of  the  committee  I  purchased  $350,000  worth 

of  stock  at  par.  ^  j-i,  j.    j-    i  » 

Mr.  Danforth.  And  in  whose  name  did  you  take  out  that  stock  ? 
Mr!  Merritt.  I  do  not  recollect  that,  but  I  was  to  have  an  interest 
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in  it  some  way,  and  there  were  contracts  drawn  which  I  have  not 
got  in  my  possession. 

Mr.  Danfoeth.  You  were  an  officer  of  the  company  at  that  time? 

Mr.  jMeeeitt.  I  was  vice  president,  I  think,  at  that  time.  No;  I 
was  not ;  I  will  take  that  back.    Chase  at  that  time  was  the  president. 

Mr.  Danfoeth.  Did  you  hold  an  office :  and  if  so,  what  office  ? 

Mr.  Meeeitt.  I  do  not  think  I  did.  I  may  have  been  a  director, 
possibly,  you  know. 

Mr.  Danfoeth.  You  attended  to  the  issuance  of  that  stock  ? 

Mr.  JMeeeitt.  No. 

Mr.  Danfoeth.  Was  the  stock  issued? 

Mr.  Meeeitt.  The  company  had  treasury  stock  for  sale  at  par,  and 
I  simply  went  in  there  as  agent  for  some  one,  with  this  money  which 
John  D.  Rockefeller  sent  to  me  without  solicitation,  as  I  remember 
it,  and  bought  $350,000  of  stock  which  they  had  for  sale. 

JMr.  Danfoeth.  You  put  in  the  $350,000  draft  in  the  treasury  of 
the  railroad  corporation  ? 

Mr.  Meeeitt.  Yes. 

Mr.  Danfoeth.  What  did  you  take  out  ? 

Mr.  Meeeitt.  I  took  out  $350,000  par  value  of  stock. 

Mr.  Danfoeth.  And  in  whose  name  was  that  stock  issued? 

Mr.  Meekitt.  I  do  not  recall.  The  books  of  the  company  ought 
to  show.  I  know  I  did  not  get  my  part  of  it.  I  was  to  have  a  part  of 
it.    I  do  not  know  to  whom  it  was  issued. 

Mr.  Danfoeth.  You  said  you  did  not  know;  that  you  had  never 
had  access  to  the  books.    Why  did  you  not  have  access  to  the  books  ? 

Mr.  Meeeitt.  Oh,  that  was  later.  That  was  after  I  was  thrown 
out  of  the  consolidation. 

Mr.  Danfoeth.  That  was  after  the  consolidation,  that  you  could 
not  have  access  to  the  books  ? 

Mr.  Meeeitt.  It  was  after  I  was  thrown  out  of  the  consolidation 
that  I  could  not  have  access  to  the  books. 

Mr.  Danfoeth.  But  you  could  have  access  to  the  books  before  the 
consolidation  ? 

Mr.  Meeeitt.  Yes. 

Mr.  Danfoeth.  I  am  trying  to  find  out  what  prevented  your 
knowing,  and  why  you  do  not  now  know,  to  whom  that  stock  was 
issued. 

Mr.  Meeeitt.  Well,  I  will  tell  you.  There  was  a  lot  of  work  done 
in  those  days,  and  without  a  memorandum  I  can  not  recall  every- 
thing that  was  done.  I  can  only  recollect — and  it  would  seem  reason- 
able! should  recollect — the  purchasing  of  this  stock  when  the  rail- 
road was  in  danger,  or  it  seemed  to  me  that  the  railroad  might  be 
in  danger;  it  would  seem  reasonable  to  me  that  I  should  remember 
having  $350,000  given  to  me  to  purchase  stock  in  the  railroad  at  par. 
It  is  not  quite  so  reasonable  that  I  should  recollect  just  who  that 
stock  went  to.  My  recollection  is  that  I  was  in  some  way,  through 
some  contract  that  we  made,  to  get  that;  and  it  was  on  behalf  of 
Mr.  Rockefeller,  or  whoever  sent  that  money,  and  I  probably  signed 
those  contracts. 

Mr.  Danfoeth.  And  you  do  not  recollect  the  contracts? 

Mr.  Meeeitt.  I  have  not  got  the  contracts ;  no. 

Mr.  Danfoeth.  And  you  do  not  recollect  what  the  contracts  were? 
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Mr.  Meeeitt.  No;  except  that  I  know  I  bought  stock  with  that 
$350,000.    The  books  of  the  company  will  show  that. 

Mr.  Danforth.  I  wanted  to  know  your  story  about  it,  Mr.  Mer- 
ritt ;  I-  wanted  to  know  it  from  you.  You  are  on  the  stand,  and  the 
books  are  not  here. 

Mr.  Meeeitt.  I  am  giving  it  as  far  as  I  recall,  you  know. 

Mr.  Danfoeth.  As  I  understand,  later  the  road  got  into  difficulties, 
and  you  went  down  to  New- York  to  represent  yourself  and  your 
brothers  as  owners  of  that  road  ? 

Mr.  Meeeitt.  Yes. 

Mr.  Daneoeth.  And  you  took  down  a  power  of  attorney  from  the 
brother  who  is  here  present? 

Mr.  Meeeitt.  Well,  those  powers  were  sent  to  me,  I  guess,  after- 
wards. 

Mr.  Danfoeth.  You  had  them  ? 

Mr.  Meeeitt.  When  I  went  to  find  out  what  was  the  matter  that 
this  money  was  not  coming. 

Mr.  Danfoeth.  You  had  a  power  of  attorney  from  this  brother? 

Mr.  Meeeitt.  That  was  sent  to  me  afterwards. 

Mr.  Danfoeth.  And  from  any  of  the  other  brothers  ? 

Mr.  Meeeitt.  I  think  not. 

Mr.  Danfoeth.  You  did  not  turn  their  stock  in,  then? 

Mr.  Meeeitt.  No. 

Mr.  Danfoeth.  Just  your  stock  and  your  brother's  ? 

Mr.  Meeeitt.  Yes.  Perhaps  some  of  my  nephews  sent  me  the 
stock  down  there.    I  presume  they  did. 

Mr.  Danfoeth.  I  thought  there  was  a  matter  of  something  like 
90,000  shares  of  stock  that  you  turned  in  ? 

Mr.  Meeeitt.  Well,  I  am  not  clear  of  the  amount  of  stock  that  I 
turned  in.    I  had  a  bunch  of  it. 

Mr.  Danfoeth.  If  Rockefeller  got  the  stock,  90,000  shares,  he  got 
it  through  you,  did  he  not  ? 

Mr.  Meeeitt.  Oh,  yes.    There  was  nobody  else  to  get  it  through. 

Mr.  Danfoeth.  You  were'  the  only  man  who  had  dealings  with 
him? 

Mr.  Meeeitt.  Yes. 

Mr.  Danfoeth.  And  you  represented  whatever  Merritts  were  inter- 
ested in  this  field  in  New  York  ? 

Mr.  Meeeitt.  Yes;  I  represented — well,  I  represented 

Mr.  Danfoeth.  And  when  you  borrowed  this  money  in  New  York 
>n  these  call  notes,  or  the  note,  did  you  read  the  note  over  ? 

Mr.  Meeeitt.  I  presume  I  did. 

Mr.  Danfoeth.  Did  you  keep  a  copy  of  the  note  ? 

Mr.  Meeeitt.  I  did  not. 

Mr.  Danfoeth.  But  you  turned  in  the  certificates  which  belonged 
to  you  and  your  brothers  or  your  family  ? 

Mr.  Meeeitt.  Yes. 

Mr.  Danfoeth.  And  you  do  not  remember  ever  having  had  a  copy 
of  this  option  by  which  you  were  to  get  back  certain  portions  of  the 
stock? 

Mr.  Meeeett.  No  ;  I  am  quite  sure  I  never  had  a  copy  of  that. 

Mr.  Danfoeth.  Did  you  ever  read  it  over  before  you  signed  it? 

Mr.  Meeeitt.  My  recollection  is  a  little  hazy  on  that.  Perhaps  I 
did. 
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Mr.  Danfoeth.  You  would  not  want  to  swear  that  you  did  read 
it  over? 

Mr.  Meeeitt.  No. 

Mr.  Danfoeth.  I  understood  you  to  say  in  the  early  part  of  your 
testimony  that  after  you  had  these  negotiations  with  Mr.  Gates,, 
he  represented  to  you  that  Mr.  Eockefeller  would  not  take  the  bonds 
and  carry  out  the  agreement? 

Mr.  Meeeitt.  Well,  no.  If  I  said  that  I  would  have  to  correct 
my  testimony  perhaps  a  little  on  that.  He  did  not  say  that  to  me. 
He  never  said  a  thing  like  that  to  me.    But  he  did  not  take  them. 

Mr.  Danfoeth.  They  did  not  take  any  bonds? 

Mr.  Meeeitt.  No. 

Mr.  Danfoeth.  Of  the  Consolidated  Mining  Co.  ? 

Mr.  Meeeitt.  No.  There  were  none  issued  or  printed,  so  far  as  I 
know. 

Mr.  Danfoeth.  You  have  testified  that  when  some  of  those  prop- 
erties which  ai^pear  to  be  worthless  Ivere  taken  out  of  the  incor- 
poration by  Mr.  Eockefeller  on  the  ground  that  you  or  some  Mer- 
ritts  made  the  claim  that,  they  were  worthless,  bonds  were  either 
returned  or  canceled? 

Mr.  Meeeitt.  I  do  not  know  that  he  had  his  bonds  at  that  time, 
or  whether  he  had  a  contract  for  his  bonds.  My  recollection  is  not 
clear  on  that,  because  I  never  knew. 

Mr.  Danfoeth.  But  he  had  either  bonds  or  a  contract  by  which 
he  was  to  take  bonds? 

Mr.  Meeeitt.  Yes. 

Mr.  Danfoeth.  About  that  you  are  positive  ? 

Mr.  Meeeitt.  Yes;  and  certain  amounts  of  bonds  were 

Mr.  Danfoeth.  If  he  did  not  have  bonds  what  was  to  prevent 
your  enforcing  the  contract,  if  he  had  the  contract  and  not  the  bonds? 

Mr.  Meeeitt.  At  that  time  I  said  to  ilr.  ISIurray  and  Mr.  Gate& 
in  a  meeting.  "  If  these  properties  are  worthless,  as  you  represent 
now,  it  looks  as  if  we  had  gone  into  a  conspiracy  to  rob  the  stock- 
holders." 

Mr.  Danfoeth.  No  ;  that  does  not  ansAver  my  question. 

Mr.  Meeeitt.  Yes;  it  does. 

^Ir.  Danfoeth.  Y\'ell,  20  ahead. 

Mr.  Meeeitt.  If  I  understand  your  question. 

Mr.  Danfoeth.  Go  ahead. 

Mv.  Meeeitt.  And  they  asked  me,  '•  AVho?  ''  I  said,  "  You  anH  I 
and  we — the  directors  " ;  and  I  kicked  against  letting  this  property 
go  until  I  took  that  tack  and  thought  if  there  were  worthless  prop- 
erties in  there,  it  would  make  the  values  of  the  consolidated  stock, 
of  course,  correspondingly  worthless,  and  so  finally  T  voted 

Mr.  Danfoeth.  You  did  what? 

ilr.  Meeeitt.  I  voted  to  let  him  withdraw  those  properties. 

INlr.  Danfoeth.  At  the  time  you  took  that  vote,  or  at  the  time  that 
you  joined  in  that  vote,  Mr.  Eockefeller  either  had  bonds  of  the  Con- 
solidated Mining  Co.  or  he  had  a  contract  to  take  bonds  ? 

INIr.  Meeeitt.  Oh.  yes;  he  must  have  had  either  one  or  the  other. 

Mr.  Danfoeth.  My  question  to  you  was,  What  prevented  you  and 
the  other  Merritts  from  enforcing  that  contract  of  Mr.  Eockefeller, 
if  it  was  a  contract? 

Mr.  ^Meeeitt.  .You  mean  holding  the  property  in  there  ? 
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Mr.  Danfokth.  No  ;  making  him  carrj^  out  the  contract  to  take  the 
bonds.  You  said  that  through  Gates,  his  representative,  he  refused 
to  take  the  bonds,  as  I  understood  you. 

Mr.  Mereitt.  Oh,  that  was  not  bonds;  that  was  different  bonds 
than  for  his  properties. 

Mr.  Danfoeth.  Was  he  not  to  take  the  bonds  of  the  Consolidated 
Mining  Co.? 

Mr.  Mereitt.  He  was  to  take  the  bonds  of  the  Consolidated  Mining 
Co.,  as  I  understand  it,  for  the  properties  that  he  put  in,  with  the 
agreement — it  may  have  been  a  gentleman's  agreement — that  when 
our  properties  were  shown  to  be  as  good  as  we  had  represented  he 
would  then  return  the  bonds  to  the  company  and  take  out  stock. 
This  other  bond  business  which  you  are  inquiring  about  now — I  am 
getting  clear  what  you  are  thinking  about^— — 

Mr.  Danfoeth.  That  is  the  bond  business  that  I  want  to  know 
about. 

Mr.  Meeeitt  (continuing).  Was  bonds  that  the  company  issued 
to  raise  money  to  carry  on  their  improvements  and  business.  Those 
were  the  bonds  which  he  held  out  and  agreed  to  me  that  if  we  would 
make  the  consolidation  he  would  buy  for  cash. 

Mr.  Danfoeth.  What  bonds  had  he  taken  for  the  property  he  had 
put  in  ? 

Mr.  Meeeitt.  He  had  either  bonds  or  a  contract  for  bonds;  I  do 
not  know  which.  He  had  taken  bonds  simply  to  cover  the  agreed 
value  for  his  properties. 

Mr.  Danfoeth.  That  was  all  he  was  to  take  at  all,  was  it  not? 

Mr.  Meeeitt.  That  was  all  he  was  to  take  under  that  contract. 

Mr.  Danfoeth.  Then  he  carried  out  that  portion  of  it? 

Mr.  Mereitt.  No;  before  that  he  agreed  with  me — ^let  us  try  to 
understand  one  another. 

Mr.  Danfoeth.  That  is  what  I  want — to  understand  if  I  can. 

Mr.  Meeeitt.  Before  consolidation,  while  the  consolidation  was 
being  made,  he  agreed  to  take  bonds  for  his  properties  instead  of 
stock,  with  the  agreement  that  when  our  properties  showed  up  as 
what  we  had  represented  them  then  he  was  to  trade  those  bonds  back 
for  stock;  but  if  I  and  my  brothers  would  consummate  a  consolida- 
tion of  all  these  properties,  then  he  would  take  bonds  and  pay  cash 
for  them  and  be  glad  to  do  it. 

Mr.  Danfoeth.  What  prevented  your  enforcing  that  contract,  or 
attempting  to.  enforce  it  ? 

Mr.  Meeeitt.  Well,  we  were  thrown  out  and  lost  our  property  and 
our  holdings,  and  I  do  not  know  why  we  should  trouble  ourselves 
with  enforcing  a  contract  against  him.    We  had  no  interest. 

Mr.  Danfoeth.  Well,  but  you  had  the  interest ;  if  the  contract  had 
been  carried  out,  as'I  understand  your  testimony,  you  would  not  have 
been  thrown  out  ? 

Mr.  Meeeitt.  Certainly  not. 

Mr.  Danforth.  If  you  had  enforced  the  contract  you  would  have 
kept  your  stock,  and  you  would  have  had  the  money  that  he  was 
to  give  on  these  new  consolidated  bonds. 

Mr.  Meeeitt.  But  he  was  protesting  all  the  time  that  he  would  buy 
the  bonds  when  this  thing  and  that  thing  was  done ;  and  he  put  us  off. 

Mr.  Danfoeth.  And  neither  you  nor  any  other  Merritt,  so  far  as 
you  know,  ever  brought  suit  to  enforce  that  contract  and  make  him 
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furnish  the  money  ?  And  you  were  there  acting  for  your  brother  and 
other  members  of  your  family,  putting  up  these  securities  which  you 
thought  of  so  large  value,  keeping  no  copies  of  your  contracts,  no 
copies  of  your  call  notes,  and  trusting  yourself  entirely  to  this 
reverend  gentleman  ? 

Mr.  Mekritt.  Yes,  sir. 

Mr.  Danforth.  Is  that  all  we  can  get  out  of  you  ? 

Mr.  Meeritt.  That  is  about  the  size  of  it. 

Mr.  Danforth.  That  is  all. 

The  Chairman.  Are  there  any  further  questions?  That  is  all, 
Mr.  Merritt. 

Mr.  Reed.  Has  the  chairman  finished  with  the  witness  ? 

The  Chairman.  Yes. 

Mr.  Eeed.  At  this  point  I  want  to  protest,  on  behalf  of  the  Steel 
Corporation,  against  the  evidence  that  has  been  put  in  yesterday 
and  to-day.  As  the  Chair  will  remember,  I  have  entered  objections 
from  time  to  time  because  the  evidence  seemed  to  have  no  relevancy 
to  the  matters  which  the  House  authorizes  the  committee  to  inquire 
into  and  the  matters  which  the  committee  on  Monday  said  it  was 
going  to  inquire  into ;  and  the  chairman  has,  assured  me  from  time 
to  time  that  the  relevancy  of  it  would  be  more  apparent  when  it  was 
in.  Now  that  it  is  all  in  I  want  to  make  my  protest  against  its  in- 
troduction. 

The  Chairman.  The  stenographer  has  noted  the  protest,  Mr. 
Nelson,  you  may  take  the  stand. 

Mr.  Danforth.  What  action  did  you  take  on  that,  Mr.  Chairman  ? 

The  Chairman.  He  wanted  to  enter  a  protest,  and  it  is  entered. 
What  further  action  do  you  want  the  Chair  to  take  ? 

Mr.  Danforth.  I  think  it  should  be  thrown  out  as  absolutely 
immaterial  and  impertinent  to  the  issues  that  are  before  us. 

The  Chairman.  You  mean  that  it  should  not  be  published  in  the 
hearings  ? 

Mr.  Danforth.  The  hearings  have  been  set  forth  in  the  news- 
papers, and  it  seems  to  me  it  has  served  its  purpose.  It  certainly 
is  of  no  value  to  the  research  before  this  committee. 

The  Chairman.  I  will  put  the  question.  Those  in  favor  of  ex- 
cluding all  this  evidence  from  the  hearings  will  make  it  known  by 
saying  "  aye." 

(The  Chair  having  put  the  question,  declared  that  the  motion  to 
exclude  the  evidence  referred  to  was  rejected.) 

Mr.  Gardner.  I  ask  for  a  call  of  the  committee. 

Mr.  Danforth.  I  second  the  motion. 

(On  a  call  of  the  committee,  Messrs.  Stanley,  Beall,  and  McGilli- 
cuddy  voted  "  no,"  and  Messrs.  Danforth  and  Gardner  voted  "  aye.") 

The  Chairman.  The  noes  have  it,  and  the  motion  is  lost. 

Mr.  Beall.  I  think  it  is  irrelevant,  but  it  will  certainly  not  do  the 
Steel  Corporation  any  harm. 

The  Chairman.  I  do  not  see  how  it  can. 

Mr.  Danforth.  It  is  too  late  to  change  your  vote,  Mr.  Beall. 

Mr.  Beall.  I  have  already  voted. 

The  Chairman.  Mr.  Rockefeller  is  affected  by  this  testimony  in  a 
way.  In  subsequent  hearings  of  this  committee  the  value  of  this 
vast  ore  property  will  be  an  acute  issue.  The  Steel  Corporation 
has  placed  the  value  of  this  property  at  $700,000,000^this  property 
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which  Mr.  Rockefeller  seems  to  have  acquired  without  the  expendi- 
ture of  a  dollar,  in  a  way,  because  the  money  that  he  furnished  these 
Merritts  went  back  into  the  property,  and  he  got  the  property.  The 
history  of  this  transaction  shows  the  value  of  that  property  at  that 
time.  Mr.  Herbert  Knox  Smith  in  his  report  on  the  value  of  these 
holdings  reviews  in  detail  the  purchase  of  the  property  by  the  Steel 
Corporation  from  the  Lake  Superior  Consolidated  Iron  Mines,  and 
he  goes  into  detail  at  that  time  as  to  the  values  that  were  placed 
upon  this  property,  leasehold  values,  the  price  at  which  this  prop- 
erty was  offered  for  sale,  etc.,  and  guided  by  such  distinguished 
precedent  the  chairman  of  this  committee  felt  that  it  was  entirely 
pertinent  that  he  should  introduce  this  evidence  showing  the  values 
placed  upon  this  property  by  Mr.  Merritt,  or  by  the  Messrs.  Merritt, 
the  men  who  discovered  it,  the  values  placed  upon  it  by  Mr.  Rocke- 
feller, who  purchased  it,  by  Mr.  Rockefeller,  who  sold  it,  and  by 
Mr.  Rockefeller,  who  is  a  defendant  in  this  action.  I  regard  this 
testimony,  for  that  reason,  as  highly  pertinent.  It  is  true  that, 
incidentally  only,  these  gentlemen  in  accounting  the  sale  of  this 
property,  have  mentioned  certain  transactions  not  altogether,  per- 
haps, relevant;  certainly  not  altogether,  I  would  not  like  to  say 
commendable,  and  I  will  leave  that  blank  to  the  gentlemen  who 
engineered  the  transactions.  I  do  not  believe  that  I  should  exclude 
this  testimony  or  vote  to  exclude  it  because  of  these  incidents  in 
the  history  of  this  transaction,  which  might,  in  a  way,  reflect  upon 
the  absolute  candor  of  Mr.  Rockefeller. 

Mr.  Reed.  Are  we  to  understand,  then,  that  the  chairman  has  for- 
gotten or  has  abrogated  the  announcement  that  was  made  on  Monday 
evening  that  the  future  sessions  of  the  committee  would  be  devoted 
to  inquiries  into  violations  of  the  interstate-commerce  act? 

The  Chairman.  And  acts  other  than  the  Sherman  Antitrust  Act. 
We  are  not  precluded  from  that.  And  in  addition  to  that,  as  Mr; 
Oardner  has  so  wisely  suggested  (and  all  his  suggestions  are  well 
taken,  as  a  rule,  almost  without  exception)  the  value  of  these  ore  hold- 
ings, the  character  and  extent,  is  a  matter  from  which  we  are  not 
precluded  by  this  investigation ;  and  I  do  not  think  we  have  impinged 
upon  this  understanding  of  the  committee  that  the  violations  of  the 
Sherman  Act  should  not  be  investigated  into  until  we  had  a  full 
committee. 

Mr.  Gardner.  Mr.  Chairman,  since  you  have  mentioned  my  name, 
although  I  do  not  wish  to  allude  further  to  what  has  happened  in 
executive  session — — 

The  Chairman.  I  beg  your  pardon,  Mr.  Gardner. 

Mr.  Gardner.  I  will  say  in  a  general  way  that  I  had  understood 
we  were  going  into  transportation  questions,  and  that  these  witnesses 
were  on  transportation  questions  and  not  on  loans,  and  so  on,  in  the 
stock  market.  That  would  be  verj  material.  Also,  the  value  of  the 
ore  lands  is  a  very  material  question.  The  first  evidence  of  the  wit- 
ness who  told  that  they  could  be  bought  for  $5  an  acre  shows  the  value 
of  those  ore  lands,  if  you  go  back  far  enough.  That  was  material— 
that  evidence  that  they  were  sold  at  $5  an  acre.  The  rest  of  this 
thing  is  entirely  different  from  what  I  understood  was  the  purpose 
of  these  hearings,  which  was  not  to  throw  perhaps  well-deserved 
obloquy  on  Mr.  John  D.  Rockefeller,  but  to  give  us  real  information, 
not  as  to  the  transaction  by  which  he  acquired  the  stock,  but  as  to  the 
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(juestions  of  transportation  involved.  Transportation  is  not  involved 
in  this  question  at  all,  and  we  have  not  touched  on  it. 

The  Chairman.  I  think  we  have  touched  on  it. 

Mr.  Gardner.  Perhaps  for  five  minutes  in  two  days. 

The  Chairman.  It  was  touched  on  in  investigating  the  value  of 
these  roads.  There  has  been  a  great  deal  of  testimony  that,  accord- 
ing to  the  strictest  letter  of  the  law,  might  be  regarded  as  incidental 
to  the  inquiry ;  but  under  all  the  circumstances  I  regard  it  as  material 
to  the  value.  But  this  gentleman,  Mr.  Nelson,  will  be  questioned 
only  as  to  transportation  problems. 

STATEMENT  OF  MR.  P.  H.  NELSON. 

(The  witness  was  duly  sworn  by  the.  chairman.) 

The  Chairman.  Where  do  you  live? 

Mr.  Nelson.  At  Hibbing,  Minn. 

The  Chairman.  How  long  have  you  lived  there  ? 

Mr.  Nelson.  About  18  years. 

The  Chairman.  What  is  your  business? 

Mr.  Nelson.  I  am  in  the  mining  business. 

The  Chairman.  Do  you  own  mines  on  that  range? 

Mr.  Nelson.  I  am  interested  in  mines  on  the  Mesabi  Range  and 
also  on  the  Cuyuna  Range. 

The  Chairman.  Were  you  ever  in  the  employ  of  Mr.  James  J. 
Hill? 

Mr.  Nelson.  Yes;  I  was. 

The  Chairman.  As  an  employee  of  Mr.  Hill  and  as  an  owner  of 
mines,  do  you  know  this  section  through  here  ? 

Mr.  Nelson,  Yes,  sir;  I  do. 

The  Chairman.  Are  you  acquainted  with  the  holdings  of  the  Mer- 
ritts?' 

Mr.  Nelson.  I  am,  in  a  general  way. 

The  Chairman.  How  do  thbse  holdings  compare  at  the  present 
time,  in  extent  and  valuej  with  the  present  holdings  of  the  United 
States  Steel  Corporation  in  that  range? 

Mr.  Nelson.  I  think  they  form  a  large  part  of  the  Steel  Corpora- 
tion's present  holdings  outside  of  the  Hill  ore  deal — outside  of  the 
so-called  Hill  ore  lands. 

The  Chairman.  Mr.  Nelson,  do  you  ship  ore  over  any  of  these  roads 
now? 

Mr.  Nelson.  No;  I  am  not  a  shipper. 

The  Chairman.  You  just  own  the  mines? 

Mr.  Nelson.  Yes ;  I  am  interested  in  the  fees ;  yes,  sir. 

The  Chairman.  In  the  fees? 

Mr.  Nelson.  Yes,  sir. 

The  Chairman.  Do  you  regard  that  rate  of  80  cents  as  being  an 
equitable  rate? 

Mr.  Reed.  That  is  objected  to  as  incompetent  and  irrelevant.  I  ob- 
ject also  because  the  witness  is  not  shown  to  be  competent  to  pass  on 
that  question. 

The  Chairman.  Have  you  ever  shipped  ore  over  those  roads  ? 

Mr.  Nelson.  Well,  no,  not  directly;  not  myself.  I  am  interested 
in  fee  lands  that  arc  leased,  you  know,  1o  other  parties,  and  they 
operate  them  and  ship. 
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Mr.  Gardner.  Did  you  say  you  were  a  lessor  of  fee  lands? 

Mr.  Nelson.  Fee  lands. 

Mr.  Gardner.  A  lessor  of  fee  lands  ? 

Mr.  Nelson.  Yes;  to  operators  that  are  interested,  and  I  have 
some  lands  that  are  not  under  lease. 

The  Chairman.  Do  you  know  anything  about  these  roads  ? 

Mr.  Nelson.  Yes ;  in  a  general  way. 

The  Chairman.  You  have  seen  them  operated  ? 

Mr.  Nelson.  Oh,  yes. 

The  Chairman.  Have  you  ever  had  any  experience  in  the  strip- 
ping of  these  lands  ? 

Mr.  Nelson.  Well,  yes.  I  stripped  one  mine  up  there  myself. 
We  stripped  a  large  mine  up  there  on  the  Mesabi  Eange. 

The  Chairman.  Wliat  mine  was  that? 

Mr.  Nelson.  The  Monroe-Tener. 

The  Chairman.  Do  you  know  something  about  the  cost  of  the 
handling  of  earth  and  the  moving  of  it,  and  the  like  of  that? 

Mr.  Nelson.  Yes. 

The  Chairman.  How  does  the  cost  of  moving  earth  in  stripping 
at  the  mines  compare  with  the  cost  of  moving  earth  for  the  purpose 
of  making  fills  and  cuts  in  the  construction  of  a  railroad  ? 

Mr.  Eeed.  I  object  until  the  witness  is  shown  to  have  some  experi- 
ence in  railroad  construction. 

The  Chairman.  You  know  the  manner  in  which  the  earth  is 
moved  in  railroad  construction? 

Mr.  Nelson.  Well,  yes. 

The  Chairman.  It  is  practically  a  kindred  operation  ? 

Mr.  Nelson.  Well,  no. 

The  Chairman.  Well,  they  use  the  same  machinery  and  the  same 
implements  ? 

Mr.  Nelson.  Usually  the  railroad  work  is  lighter,  and  the  dirt  is 
not  moved  any  distance  as  compared  with  stripping. 

The  Chairman.  In  stripping  it  is  moved  quite  a  distance  ? 

Mr.  Nelson.  Yes. 

The  Chairman.  And  it  is  more  costly  ? 

Mr.  Nelson.  I  think  the  stripping  of  a  mine  would  be  more  costly. 

The  Chairman.  TVTiat  is  the  cost  of  removing  that  earth  in  those 
mines? 

Mr.  Nelson.  I  think  the  general  average  is  about  25  to  28  cents. 
That  is  the  contract  price. 

The  Chairman.  Per  cubic  yard? 

Mr.  Nelson.  Per  cubic  yard;  yes. 

The  Chairman.  What  about  a  charge  of  40  cents  per  cubic  yard 
for  removing  earth  in  the  construction  of  the  Missabe  Eailroad  ? 

Mr.  Nelson.  I  think  that  would  be  rather  high. 

The  Chairman.  What  would  be  a  fair  price,  from  your  experi- 
ence? ... 

Mr.  Eeed.  That  is  objected  to  until  the  witness  is  shown  to  have 
some  knowledge  of  the  location  of  the  gravel  pit  mentioned  in  the 
evidence  and  of  the  distance  to  which  the  gravel  had  to  be  hauled. 

The  Chairman.  Have  you  any  knowledge  of  that  gravel  pit? 

Mr.  Nelson.  Yes;  I  have.     I  worked  in  it. 

The  Chairman.  Do  you  know  where  it  is? 

Mr.  Nelson.  Yes,  sir. 


1936  UNITED   STATES   STEEL   COUPOKATIOX. 

The  Chaieman.  Do  you  know  when  that  gravel  was  being  removed 
first  by  the  Duluth,  Missabe  &  Northern  Eailroad,  that  they  valued 
at  20  cents  or  40  cents  a  yard,  or  whatever  it  was? 

Mr.  Nelson.  Yes,  sir. 

The  Chairman.  '\'\"ho  did  that  gravel  belong  to  at  that  time? 

Mr.  Nelson.  My  impression  is  that  it  was  public  land  at  that  time — 
that  is,  the  Burnett  pit  was. 

The  Chairman.  Did  it  cost  anything  to  remove  it  ? 

Mr.  Nelson.  You  mean  the  work  of  removing  it? 

The  Chairman.  Yes;  in  this  very  gravel  pit  we  are  talking  about? 

Mr.  Nelson.  Well,  of  course,  at  the  start  the  road  did  not  have  to 
pay  anything. 

The  Chairman.  Did  they  subsequently  have  to  pay  anything  for 
removing  that  ground? 

Mr.  Nelson.  I  think  they  did. 

The  Chairman.  Whom  did  they  have  to  pay  ? 

Mr.  Nelson.  My  recollection  is  there  was  a  man  located  on  this 
land,  and  they  bought  him  out  later  on. 

The  Chairman.  He  homesteaded  it? 

Mr.  Nelson.  I  think  that  is  it,  or  scripped  it,  or  something  like 
that. 

The  Chairman.  What  did  they  pay  him  on  that  homestead  for  this 
gravel  ? 

Mr.  Nelson.  I  can  not  say. 

The  Chairman.  Any  large  amount? 

Mr.  Nelson.  I  did  not  understand  that  it  was  very  large ;  no. 

The  Chairman.  $2,000? 

Mr.  Nelson.  Well,  I  really  could  not  testify  as  to  what  they  paid 
him. 

The  Chairman.  What  are  those  gravel  pits  worth,  such  as  that 
used  by  this  railroad,  an  acre?  Are  you  acquainted  with  the  land 
and  its  value,  an  acre? 

Mr.  Nelson.  For  farm-land  purposes  the  gravel  pit  would  not  be  of 
any  particular  value — for  farming. 

The  Chairman.  How  much  an  acre? 

Mr.  Reed.  That  is  objected  to  as  incompetent. 

The  Chairman.  You  say  for  farm-land  purposes  it  is  not  valuable. 
Is  it  any  more  valuable  because  it  may  be  used  as  a  gravel  pit?  Is 
gravel  pretty  rare  in  that  country? 

Mr.  Nelson.  No  ;  it  is  not  rare. 

The  Chairman.  Is  there  plenty  of  gravel  through  that  country  ? 

Mr.  Nelson.  Oh,  yes. 

The  Chairman.  In  other  words,  you  can  find  plentj  of  gi'avel, 
which  you  can  buy  as  you  buy  farming  lands — lands  with  gravel  in 
them? 

Mr.  Nelson.  They  seem  to  get  sufficient  gravel. 

The  Chairman.  How  about  those  hogbacks  all  along  that  Mesaba 
Range — those  ridges  ?    Are  they  full  of  gravel  ? 

Mr.  Nelson.  Some  of  them  have  good  gravel  and  some  do  not. 
Some  of  the  mines  that  are  stripped  up  there  have  very  good  gravel. 
For  instance,  at  Hibbing,  the  Sellers  pit  has  very  good  gravel.  Then 
the  Buffalo  &  Susquehanna  has  some  very  nice  gravel. 

The  Chairman.  Is  that  used  for  ballast  for  the  railroad  ? 

Mr.  Nelson.  Yes. 
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The  Chairman.  Has  it  any  present  value  ? 

Mr.  Nelson.  The  mining  companies  load  it,  and  it  saves  the  rail- 
road companies  the  trouble  of  loading. 

The  Chairman.  They  turn  it  over  to  the  railroad  companies  with- 
out charge  ? 

Mr.  Nelson.  Yes,  sir.    I  understand  that  is  the  way  they  do. 

The  Chairman.  You  have  had  experience  in  moving  earth  ?  You 
have  been  over  that  road  ? 

Mr.  Nelson.  Yes. 

The  Chairman.  And  you  are  a  practical  remover  of  earth  and  a 
handler  of  it  ? 

Mr.  Nelson.  Yes. 

The  Chairman.  How  do  you  strip  a  mine?  Is  it  a  more  difficult 
operation  and  does  it  require  more  skill  than  the  making  of  an  ordi- 
nary fill  for  a  railroad  ? 

Mr.  Nelson.  Well,  it  is  a  heavier  operation. 

The  Chairman.  How  deep  do  you  strip  some  of  those  mines? 

Mr.  Nelson.  Well,  they  are  stripping  mines  deeper  nowadays.  In 
some  mines  110,  115,  and  120  feet  of  overburden  have  been  removed. 
In  the  early  days  if  a  mine  had  more  than  20  feet  of  overburden  it 
was  not  considered  a  stripper. 

The  Chairman.  Have  you  ever  been  on  the  Panama  Canal  ? 

Mr.  Nelson.  No  ;  I  have  not. 

The  Chairman.  And  do  you  know  how  these  stripping  operations 
in  extent  compare  with  the  digging  of  the  Panama  Canal  ? 

Mr.  Nelson.  Well,  I  have  understood  from  fellows  up  our  way 
that  there  is  more  yardage  moved  every  year  on  the  Mesabi  Range 
than  there  is  on  the  Panama  Canal  job.  Of  course,  the  conditions  are 
different. 

The  Chairman.  Do  you  remove  in  certain  instances  150  feet  of 
earth  from  acres  of  ground  ? 

Mr.  Nelson.  Yes. 

The  Chairman.  And  carry  it  away? 

Mr.  Nelson.  Of  course,  the  haul  is  getting  longer,  too,  nowadays. 
In  some  places  they  haul  this  dirt  3  or  4  miles. 

The  Chairman.  You  have  been  engaged  in  that  business  of  strip- 
ping these  mines  ? 

Mr.  Nelson.  I  was  interested  in  stripping  one  mine. 

The  Chairman.  "What  was  the  extent  of  that  stripping — to  show 
your  knowledge  as  an  expert  and  as  a  handler  of  earth  ? 

Mr.  Nelson.  At  that  time  when  we  took  that  job  it  was  considered 
the  largest  stripping  job  that  had  been  let  up  to  that  time. 

The  Chairman.  What  was  its  extent  ? 

Mr.  Nelson.  Oh,  I  should  say  the  overburden  averaged  about  70 
feet. 

The  Chairman.  Seventy  feet.    Over  what  space? 

Mr.  Nelson.  A  couple  of  forties. 

The  Chairman.  Eighty  acres  of  ground? 

Mr.  Nelson.  Yes;  but  the  first  contract  only  covered  2,000,000 
yards;  but  it  was  understood  subsequent  contracts  would  be  let 
later  on. 

The  Chairman.  How  many  yards  did  you  remove  in  that  one  con- 
tract? 

Mr.  Nelson.  How  many  did  we  strip  ? 
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The  Chairman.  Yes. 

Mr.  Nelson.  Well,  I  think  we  removed  about  one  million  and  three 
or  four  hundred  thousand  yards,  and  then  we  sold  the  job.  It  was 
kind  of  out  of  our  line,  and  we  did  not  care  to  bother  with  it,  and 
sold  it. 

The  Chairman.  What  would  be  a  fair  cost  for  the  handling  of  the 
earth — removing  it  from  cuts  and  putting  it  in  fills  on  that  road? 
You  have  been  over  it. 

Mr.  Eeed.  That  is  objected  to,  as  the  witness  is  incompetent. 

The  Chairman.  I  think  he  is  qualified. 

Mr.  Nelson.  Well,  I  should  say  18  or  20  cents. 

The  Chairman.  Eighteen  or  twenty  cents  a  yard? 

Mr.  Nelson.  Yes,  sir.  Of  course  "that  depends  on  the  overhaul, 
too. 

The  Chairman.  What  is  the  size  of  the  trains  that  run  from  the 
Mesaba  Range  over  the  Duluth,  Missabe  &  Northern  and  other  roads  ? 
How  many  cars  are  hauled  by  an  engine  ? 

Mr.  Nelson.  They  average  about  70  cars. 

The  Chairman.  On  the  Duluth,  Missabe  &  Northern  ? 

Mr.  Nelson.  Yes. 

The  Chairman.  And  what  is  it  on  the  Great  Northern  ? 

Mr.  Nelson.  Well,  they  were  hauling  120  cars  until  the  latter  part 
of  the  summer,  and  they  concluded  that  100  to  110  was  a  more  prac- 
tical train. 

The  Chairman.  How  are  they  enabled  to  haul  that  enormous  num- 
ber of  cars  behind  one  engine  ?  What  is  the  reason  of  it  ?  Why  is  it 
that  one  engine  will  pull  all  those  cars ?    How  does  that  happen? 

Mr.  Nelson.  It  is  practically  a  down  grade,  especially  on  the 
Great  Northern.    It  is  down  grade  from  the  mines  to  the  docks. 

The  Chairman.  Is  that  true  of  the  Duluth,  Missabe  &  Northern, 
the  Duluth  &  Iron  Range,  and  the  Great  Northern  ? 

Mr.  Nelson.  It  is  practically  true  of  the  three  lines,  although  I 
think  the  Great  Northern  has  a  little  better  line  in  the  way  of  grades. 
There  are  some  small  grades  against  the  loads  on  the  Missabe,  and 
also  on  the  Iron  Range;  but  the  Great  Northern,  I  think,  has  prac- 
tically eliminated  all  grades  against  the  loads. 

The  Chairman.  When  they  are  in  full  operation  there,  what  is  the 
interim  between  the  passage  of  trains  from  the  mines  to  the  docks? 
How  often  do  the  trains  run  down  over  that  road  ? 

Mr.  Nelson.  Well,  there  is  a  very  dense  traffic  there.  On  the  Mis- 
sabe road,  until  this  last  season,  the  trains  were  very  frequent;  but 
during  the  last  summer  the  Missabe  has  not  been  doing 

The  Chairman.  They  are  getting  up  their  minimums,  on  account 
of  the 


Mr.  Nelson.  Well,  that  is  on  account  of 

The  Chairman.  On  account  of  the  cancellation  of  the  lease? 
Mr.  Nelson.  The  Hill  ore  lease.    They  are  mining  more  up  on  the 
Hill  lands. 
The  Chairman.  At  present? 
Mr.  Nelson.  Yes ;  the  last  season. 

The  Chairman.  Is  that  in  order  to  get  up  those  minimums? 
Mr.  Nelson.  I  suppose  so. 

The  Chairman.  Explain  what  you   mean  by  the  "  minimums." 
Mr.  Nelson.  Well,  the  lease  requires  a  certain  number  of  tons  of 
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ore  to  be  mined  each  year,  and  if  the  ore  is  not  mined  the  operators 
are  obliged  to  pay  the  royalty  on  the  minimum  tonnage. 

The  Chaieman.  Up  until  the  last  few  months,  how  often  did  those 
trains  succeed  each  other  on  the  Duluth,  Missabe  &  Northern?  How 
frequent  was  their  passage  from  the  range  to  the  docks? 

Mr.  Nelson.  Well,  I  can  not  just  say  how  many  trains  they  would 
have  a  day,  but  they  were  handling  a  great  number  of  trains. 

The  Chairman.  How  long  would  it  be  between  trains,  approxi- 
mately ? 

Mr.  Nelson.  I  know  I  was  traveling,  going  up  from  Duluth  to 
Hibbing  on  a  passenger  train,  and  I  would  count  ore  trains  going 
down  on  the  other  track,  and  I  remember  sometimes  I  would  count 
16  trains  and  other  times  17,  18,  or  15,  and  that  would  be  leaving 
Duluth  at  3.50  in  the  afternoon  and  getting  into  Hibbing  at  6.55. 

The  Chairman.  There  would  be  a  train  about  every  20  minutes? 
_  Mr.  Nelson.  Well,  I  suppose  it  would  figure  out  about  that ;  yes, 
sir. 

Mr.  Danfoeth.  That  would  be  only  nine  trains  in  three  hours. 

The  Chairman.  Well,  I  am  not  a  lightning  calculator,  but  in  three 
hours  you  would  count  15  or  16  trains  ? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  I  would  like  to  ask  the  gentleman  a  question.  They 
use  steel  cars  now,  do  they  not  ? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  How  many  cars  can  one  engine  haul  from  the  range 
to  the  docks  ? 

Mr.  Nelson.  Well,  that  is  different  on  different  roads.  Take  the 
Great  Northern 

Mr.  Gardner.  I  mean  on  the  Duluth,  Missabe  &  Northern. 

Mr.  Nelson.  Well,  they  haul  about  70  cars. 

Mr.  Gardner.  How  many? 

Mr.  Nelson.  Seventy. 

Mr.  Gardner.  Seventy  cars? 

Mr.  Nelson.  Yes. 

Mr,  Gardner.  Is  that  the  average  number  or  an  extreme  number  ? 

Mr.  Nelson.  No  ;  that  is  the  average,  I  think. 

Mr.  Gardner.  That  is,  these  16  trains  that  you  met  would  be 
trains  of  17  cars  ? 

Mr.  Keed.  Seventy,  the  witness  said. 

Mr.  Gardner.  Seventy  cars,  I  mean. 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  And  those  are  50-ton  cars? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  And  they  can  haul  them  the  whole  way  with  an 
engine  ? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  Loaded,  going  toward  the  lake? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  Have  you  some  information  as  to  the  Great  North- 
ern where  it  parallels  the  Duluth  ? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  It  would  be  about  the  same  thing  on  that,  would  it  ? 

Mr.  Nelson.  No  ;  they  haul  larger  trains. 


1940  UNITED  STATES  STEEL,  COEPOBATION. 

Mr.  Gardner.  Because  they  have  more  powerful  engines,  or  what 
is  the  reason  ? 

Mr.  Nelson.  "Well,  the  size  of  the  loaded  trains  is  limited  to  the 
number  of  empties  that  the  locomotives  can  haul  up  to  the  mines. 

Mr.  Gardner.  I  see.  Now,  these  two  branches  running  from  the 
western  Mesabi  Range,  the  branch  of  the  Great  Northern  and  the 
branch  of  the  Duluth,  Missabe  &  Northern,  if  I  recollect  rightly 

Mr.  Nelson.  Yes. 

Mr.  Gardner.  Are  there  about  the  same  grades  there,  and  the  same 
condition  of  affairs  there,  or  do  they  have  to  have  smaller  trains  ? 

Mr.  Nelson.  I  am  not  so  familiar  with  the  Coleraine  branch,  but 
I  think  they  haul  good-sized  trains  out  of  there. 

Mr.  Gardner.  You  never  heard  it  commented  on  as  being  different  ? 

Mr.  Nelson.  No,  sir. 

Mr.  Gardner.  Is  there  any  substantial  rise  on  the  way  to  the  lake  ? 
Is  there  any  that  you  would  notice  from  a  passenger  car  ? 

Mr.  Nelson.  No.     You  mean  against  the  loads  ? 

Mr.  Gardner.  If  you  did  not  see  the  profile,  and  you  were  coming 
down  toward  the  lake,  is  there  any  place  where  the  road  runs  up 
hill  at  all,  where  there  is  any  grade  ? 

Mr.  Nelson.  I  understand  there  are  some  slight  grades  on  the 
Missabe  road. 

Mr.  Gardner.  But  nothing  that  an  ordinary  uninformed  passenger 
would  notice  ? 

Mr.  Nelson.  No. 

Mr.  Danforth.  I  would  like  to  ask  a  question. 

The  Chairman.  All  right. 

Mr.  Danforth.  I  understood  jon  to  say  that  in  stripping  from 
the  mines  the  dirt  had  to  be  taken  a  greater  distance  than  the  gravel 
from  the  gravel  pits  for  fills.     Is  that  right? 

Mr.  Nelson.  1  was  speaking  of  the  dirt  that  was  put  into  the  grade 
of  the  railroad  in  making  the  grade — not  the  gravel. 

The  Chairman.  You  misapprehended  my  question.  I  asked  about 
the  cost  of  removing  the  earth  from  the  cut  to  a  fill — not  gravel. 

Mr.  Danforth.  How  far  do  they  have  to  remove  this  stripping  in 
the  case  of  a  mine  ? 

Mr.  Nelson.  It  differs. 

Mr.  Danforth.  They  dump  it  right  over,  do  they  not  ? 

Mr.  Nelson.  They  remove  the  overburden  from  the  mines  here, 
and  then  they  have  a  dump,  at  some  places  three  or  four  miles  away 
from  the  mine,  and  they  haul  the  dirt  out  there,  and  waste  it.  They 
are  waste  dumps.  In  some  places  they  only  have  to  haul  it  half  a 
mile. 

Mr.  Danforth.  The  dumps  would  be  from  a  half  mile  to  three  or 
four  miles  distant  from  the  stripping  point  ? 

Mr.  Nelson.  Yes,  sir.  As  there  are  more  mines  stripped  they 
have  to  take  the  overburden  farther  away.  In  the  early  days  they 
used  to  haul  it  a  short  distance,  and  they  found  they  were  covering  up 
places  that  they  would  have  to  strip  later,  where  there  was  ore.  So, 
of  course,  now  they  have  explored  the  country  better,  and  they  un- 
derstand it. 

Mr.  Gardner.  They  are  dumping  now  at  some  place  where  there 
is  not  any  mining  to  be  done  in  any  way.  I  suppose? 
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Mr.  Nelson.  Yes. 

Mr.  Danforth.  Does  that  18  or  20  cents  a  yard,  the  average  cost 
of  stripping,  include  hauling  it  3  or  4  miles  ? 

Mr.  Nelson.  I  believe  you  misunderstood  me  there.  I  testified 
that  the  average  cost  of  stripping  was  25  to  30,  or  25  to  28  cents. 

Mr.  Danforth.  What  did  you  say  the  18  or  20  cents  a  yard  was  ? 

Mr.  Nelson.  That  was  in  railroad  grading,  moving  the  earth. 

Mr.  Danforth.  Did  that  railroad  grading  include  any  charge  for 
hauling? 

Mr.  Nelson.  Well,  of  course  there  is  a  lot  of  earth  moved  in  rail- 
road grading  that  is  just  taken  from  th6  side  of  the  railroad  and 
thrown  into  the  fill. 

Mr.  Danforth.  And  there  is  no  haul  in  that  case? 

Mr.  Nelson.  No;  there  is  no  haul.  Where  there  are  heavy  cuts 
and  fills  they  have  an  overhaul;  but  I  think  that  would  be  a  fair 
average,  18  or  20  cents. 

Mr.  Danforth.  Do  you  know  this  boggy  land  that  this  road 
passes  through? 

Mr.  Nelson.  What  is  that? 

Mr.  Danforth.  The  muskeg,  or  something  like  that,  is  it  not  ? 

Mr.  Nelson.  Yes. 

Mr.  Danforth.  They  keep  filling  that  up  all  the  time,  do  they  not? 

Mr.  Nelson.  Oh,  no. 

Mr.  Danforth.  Have  they  got  it  filled  now? 

Mr.  Nelson.  Oh,  they  do  not  have  very  much  trouble  with  sink 
holes  there. 

Mr.  Danforth.  Do  they  not  have  to  fill  it  any  more  ? 

Mr.  Nelson.  No. 

Mr.  Danforth.  I  think  you  testified  that  you  knew  the  location  of 
this  gravel  pit  on  the  new  portion  of  this  Mesaba  Range  Road. 

Mr.  Nelson.  Yes,  sir. 

Mr.  Danforth.  The  engineer,  as  I  understood  him,  testified  yes- 
terday morning  that  that  gravel  was  hauled  some  20  or  25  miles  from 
that  gravel  pit — if  I  am  right  in  that.  I  do  not  want  to  make  a  mis- 
statement in  regard  to  it,  but  that  is  what  I  understood.  Can  you 
tell  us  what  the  cost  of  that  haul  would  be? 

Mr.  Nelson.  No,  sir;  I  can  not. 

Mr.  Danforth.  You  would  not  undertake  to  include  that  in  the 
18  or  20  cents  a  yard? 

Mr.  Nelson.  No;  that  would  cost  more  for  the  hauling  of  the 
gravel,  you  know. 

Mr.  Danforth.  That  is  all. 

The  Chaujman.  I  was  inquiring  about  two  different  matters.  I 
was  not  speaking  about  the  cost  of  distributing  the  ballast,  but  about 
the  cost  of  handling  the  earth.     I  failed  to  make  myself  clear. 

Mr.  Beall.  Are  you  in  a  position  to  know  the  value  of  that  gravel 
by  the  yard  in  the  ground  now  ? 

Mr.  Nelson.  Well,  I  suppose  it  would  make  a  difference,  in  plac- 
ing a  value  on  gravel,  as  to  whether  there  was  any  more  gravel  left 
in  the  country. 

Mr.  Beall.  Taking  into  consideration  the  situation  prevailing  in 
that  country  at  this  time,  or  from  1898  on  down,  what  would  that 
gravel  be  reasonably  worth  by  the  cubic  yard,  in  the  pit? 
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Mr.  Nelson.  Well,  sir,  I  think  you  can  buy  gravel  in  that  coun- 
try by  the  acre  right  alongside  of  the  present  pit.  It  is  on  a  river 
bank,  right  along  the  river  there. 

Mr.  Beall.  What  would  it  cost  by  the  acre  ? 

Air.  Nelson.  $10,  $15,  or  $20. 

Mr.  Gaednek.  Suppose  this  gravel  pit  was,  by  an  act  of  Provi- 
dence, wiped  out  of  existence.  How  much  would  the  railroad  have 
to  pay  for  new  gravel  there  ? 

Mr.  Nelson.  Well,  I  think  they  would  be  able  to  get  it  at  a  very 
reasonable  figure. 

Mr.  Gardner.  And  just  as  easy  to  handle? 

Mr.  Nelson.  I  think  so. 

j\Ir.  Beall.  Have  you  any  idea  as  to  the  number  of  cubic  yards  of 
gravel  that  can  be  gotten  out  of  that  gravel  pit  per  acre  ? 

Mr.  Nelson.  No.  I  suppose  it  would  be  easy  to  figure  up,  though, 
the  yardage,  if  you  Imew  the  thickness  of  the  deposit,  and  so  on. 

Mr.  Beall.  Could  you  give  an  intelligent  estimate  of  the  value 
per  cubic  yard  of  that  gravel  in  the  pit  in  1898  and  from  that  time 
on  down?  Would  it  be  40  cents,  30  cents,  25  cents,  20  cents,  15 
cents?     Can  you  give  any  estimate? 

Mr.  Nelson.  Forty  cents  would  be  pretty  nearly  as  much  as  iron 
ore  is  worth  in  the  ground. 

The  Chairman.  XVould  it  be  worth  1  cent  a  cubic  yard?  You 
know  the  thiclmess  of  the  gravel  there.  Would  it  be  worth  1  cent 
a  cubic  yard  in  the  ground? 

Mr.  Nelson.  Well,  I  do  not  know. 

Mr.  Keed.  I  would  suggest  to  the  chairman  that  the  witness  does 
not  laiow  the  conditions  in  1898,  and  does  not  know  the  value  of  the 
land  with  the  gravel  at  that  time,  and  does  not  know  anything 
about  railroad  construction. 

Mr.  Beall.  I  do  not  want  you  to  answer  the  question  unless  you 
are  qualified  to  answer  it,  or  unless  you  know  something  about  that 
gravel  pit  and  the  value  of  the  gravel  there  in  1898,  and  from  1898 
down  to  the  present  time.    "WTiat  is  it  worth  now,  if  you  know  ? 

Air.  Nelson.  Well,  I  was  there  when  the  pit  was  first  opened. 

Mr.  Beall.  Was  that  prior  to  1898  ? 

Mr.  Nelson.  Oh,  yes ;  that  was  prior  to  1898. 

Mr.  Beall.  Have  you  known  it  from  1898  down  to  the  present 
time  ? 

Mr.  Nelson.  Yes,  sir.    I  go  by  there  frequently. 

Air.  Beall.  Well,  if  you  can,  I  would  like  you  to  give  your  best 
estimate  of  that  gravel  in  the  pit  per  cubic  yard. 

Air.  Nelson.  Well,  sir,  I  can  not  give  an  estimate  per  cubic  yard, 
but  as  an  acreasre  proposition  I  think  it  could  be  developed  for  $10 
or  $15  or  $20  an'acre. 

Air.  Beall.  How  thick  is  that  bed  of  gravel  there  ?  Could  you  give 
an  estimate  as  to  that  ? 

Mr.  Nelson.  Oh,  I  would  suppose  it  was  25  feet  thick. 

Air.  Beall.  Could  you  buy  land  containing  gravel  of  that  thickness 
for  anything  like  $15  or  $20  an  acre  ? 

Air.  Nelson.  I  think  so ;  yes. 

Air.  Beall.  If  that  is  a  fact  it  would  reduce  the  value  of  it  per 
cubic  foot  down  to  a  very  small  sum,  would  it  not? 
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Mr.  Nelsok.  Yes,  sir. 

Mr.  Beall.  So  small  that  it  is  hard  to  estimate  in  cubic  yards  the 
value  of  it? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Beall.  Do  you  know  how  many  acres  there  are  in  that  pit, 
approximately  ? 

Mr.  Nelson.  I  think  they  have  80  acres  there.  That  is  my  recol- 
lection. 

Mr.  Beall.  You  think  $20  an  acre  would  be  a  reasonable  estimate 
of  its  value  ? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Beall.  That  would  be  about  $1,600? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Beall.  You  do  not  think  it  would  be  worth  $192,000? 

Mr.  Nelson.  No,  sir ;  I  do  not. 

Mr.  McGiLLicuDDT.  Are  you  engaged  in  the  mining  business 
yourself  ? 

Mr.  Nelson.  I  have  never  operated  a  mine.  My  business  has  been' 
the  taking  up  of  the  raw  land  and  exploring  and  developing  mines 
and  selling  them  and  leasing  them. 

Mr.  McGrLLicTTDDT.  Are  you  familiar  with  the  rates  for  the  haul- 
ing of  ore  over  these  roads  ? 

Mr.  Nelson.  I  am. 

Mr.  McGiLLictJDDY.  How  long  have  you  been  familiar  with  those 
rates? 

Mr.  Nelson.  Since  1893. 

Mr.  McGiLLiCTJDDY.  What  are  the  rates  for  hauling  ore  to  the 
independent  mining  companies? 

Mr.  Nelson.  Well,  the  rates  are  the  same  to  all  companies. 

Mr.  McGiLLicuDDY.  They  are  the  same  to  all  ? 

Mr.  Nelson.  Yes ;  from  the  same  points.  From  the  Mesabi  Range 
to  Duluth  and  Superior  the  rates  have  been  80  cents,  over  the  Duluth, 
Missabe  &  Northern  and  the  Great  Northern,  and  also  the  same 
rates  from  the  Mesabi  Range  to  Two  Harbors  over  the  Duluth  & 
Iron  Range  Railroad.  The  rates  from  Tower  and  Ely  over  the 
Duluth  &Tron  Range  have  been  $1  and  90  cents,  respectively. 

Mr.  Reed.  That  is  on  the  Vermilion  Range  ? 

Mr.  Nelson.  Yes ;  to  Two  Harbors. 

Mr.  McGiLLiCTJDDY.  In  your  judgment,  from  what  you  know  of  the 
conditions,  are  those  rates  reasonable? 

Mi*.  Reed.  I  object  to  that,  if  the  committee  please. 

Mr.  MoGiLLicuDDY.  I  am  simply  asking  his  opinion  about  it. 

The  Chaikman.  The  objection  is  overruled. 

Mr.  Reed.  You  will  permit  me  to  state  it,  though,  will  you  not  ? 

The  Chairman.  Certainly. 

Mr.  Reed.  I  object  to  it  until  the  witness  is  shown  to  have  some 
knowledge  of  the  cost  of  constructing  a  railroad;  some  knowledge 
of  the  cost  of  equipment;  some  knowledge  of  the  cost  of  operation; 
and  some  knowledge  of  the  cost  of  maintenance.  I  object  to  it  fur- 
ther because  the  witness  does  not  state  that  those  are  the  present 
rates — and  the  rates,  in  fact,  have  been  lowered ;  and  still  again,  for 
the  reason  that  the  charging  of  an  excessive  rate  is  not  a  violation  of 
the  interstate-commerce  act. 
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Mr.  McGiLLictiDDT.  Under  the  law  the  rates  must  be  reasonable. 

Mr.  Heed.  I  do  not  remember  anj'thing  in  the  interstate-commerce 
act  that  imposes  that  duty. 

Mr.  McGiLLiCTJDDT.  Are  you  familiar  with  the  conditions  that  Mr. 
Reed  suggests,  with  reference  to  equipment  and  the  building  of  these 
roads  ? 

Mr.  Nelson.  I  worked  for  both  of  the  railroad  companies.  I 
worked  for  the  Merritts  when  they  were  building  the  Duluth,  Mis- 
sabe  &  Northern,  and  for  the  Great  Northern. 

Mr.  McGdllicuddy.  Have  you  had  experience  covering  the  lines 
he  suggests? 

Mr.  Nelson.  I  have  general  laiowledge.  I  have  lived  in  that 
country. 

Mr.  McGiLLicTJDDY.  You  have  made  a  study  of  those  conditions  so 
that  you  understand  them  ? 

Mr.  Nelson.  I  have  been  interested  in  it;  yes. 

Mr.  McGiLLicTTDDY.  And  you  are  able  to  form  a  judgment,  what- 
ever weight  it  may  have,  upon  those  questions  ? 

Mr.  Nelson.  I  think  I  am ;  yes,  sir. 

Mr.  McGiLLicuDDT.  It  seems  to  me  he  is  qualified  to  answer  that 
question. 

The  Chaieman.  I  think  so. 

Mr.  McGiLLicuDDY.  Are  the  rates  you  have  stated,  in  your  opinion, 
reasonable  and  just  rates,  considering  all  those  conditions  ? 

Mr.  Nelson.  No,  sir;  I  have  never  considered  those  rates  reason' 
able. 

Mr.  McGiLLiouDDY.  Why? 

Mr.  Nelson.  I  have  considered  them  excessive. 

Mr.  McGiLLicuDDT.  Do  you  know  what  dividends  these  ore  roads 
pay? 

Mr.  Nelson.  Well,  I  have  a  general  idea  about  them.  They  are 
very  large. 

Mr.  McGiLLicuDDT.  Have  you  a  general  Iniowledge  of  the  condi- 
tions ? 

Mr.  Nelson.  Yes,  sir. 

Mr.  ]\IcGiLLicuDDY.  What  is  the  fact  about  the  payment  of  divi- 
dends ? 

Mr.  Nelson.  The  dividends  have  been  enormous.    Just  recently 

Mr.  IMcGiLLicTJDDY.  What  are  they? 

Mr.  Xelsox.  Well,  my  recollection  is  this:  I  saw  published  in  the 
local  papers  at  home  the  other  day  the  annual  report  of  the  Duluth, 
Missabe  &  Northern  and  the  Duluth  &  Iron  Range  Railroads,  and 
my  recollection  is  that  one  of  the  roads  showed  earnings  of  135  per 
cent  for  last  year,  and  I  can  not  remember  what  the  other  one 
showed,  but  it  was  somewhere  about  the  same. 

Mr.  McGiLLictJDDY.  Is  that  about  the  average  percentage? 

Mr.  Nelson.  I  believe  so ;  although  I  think  they  paid  larger  divi- 
dends than  that. 

Mr.  McGiLLicTJDDY.  Some  of  them  have  paid  even  larger  divi- 
dends? ^ 

Mr.  Nelson.  Yes,  sir. 

Mr.  Beall.  Reference  has  been  made  to  the  fact  that  they  re- 
duced the  rates.     To  what  extent  have  they  been  reduced  ? 
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Mr.  Nelson.  Just  recently  the  Duluth  &  Iron  Range  and  the 
Duluth,  Missabe  &  Northern  announced  that  they  would  reduce  the 
rates  to  60  cents. 

Mr.  Beall.  From  80  cents? 

Mr.  Nelson.  From  $1  and  from  90  cents  and  80  cents  to  60  cents. 
They  make  the  same  rate  now  from  the  Vermilion  Range.  They 
have  the  stime  rates  from  the  Vermilion  Range  and  the  Mesabi 
Range.     They  put  them  on  the  same  basis. 

Mr.  Beall.  Has  that  reduction  gone  into  effect  yet  ? 

Mr.  Nelson.  My  understanding  is  that  it  goes  into  effect  in  30 
days  after  the  announcement. 

Mr.  Beall.  When  was  it  announced  ? 

Mr.  Nelson.  Just  a  few  weeks  ago — I  think  about  three  weeks 
ago,  something  like  that. 

Mr.  McGiLLicuDDY.  Do  you  know  why  they  have  made  these 
reductions  or  have  promised  to  ? 

Mr.  Nelson.  Well,  I  see  that  the  president  of  the  Missabe  road, 
Mr.  McGonigle,  was  quoted  in  the  local  paj)ers  up  there  at  Duluth, 
when  this  announcement  came  out,  as  saying  that  they  had  con- 
cluded to  make  these  reductions  because  they  considered  that  it  was 
only  fair  to  do  so,  and  that  that  was  the  right  thing  to  do.  That 
was  it.     He  said  that  it  was  the  right  thing  to  do. 

Mr.  McGiLLicuDDY.  How  long  have  they  been  charging  these  ex- 
cessive rates  or  these  very  high  rates  that  you  speak  of.? 

Mr.  Nelson.  Ever  since  the  roads  were  built. 

Mr.  McGiLLicuDDT.  How  long  is  that? 

Mr.  Nelson.  Well,  the  Missabe  road  was  built  in  1893,  and  the 
Iron  Range  was  built  some  time  before  that. 

Mr.  Gardner.  These  are  the  same  rates  that  were  charged  when 
the  Merritts  had  the  road  ? 

Mr.  Nelson.  Yes.  They  put  in  this  80-cent  rate  when  they  first 
built  the  road. 

Mr.  Gardner.  You  said  a  little  while  ago,  if  I  understood  you, 
that  40  cents  a  yard  was  all  that  iron  ore  in  the  ground  was  worth. 
Did  you  mean  40  cents  a  yard  or  40  cents  a  ton  ? 

Mr.  Nelson.  How  many  tons  of  iron  ore  would  there  be  in  a  yard  ? 

Mr.  Gardner.  I  do  not  know.  But  what  is  iron  ore  worth  in  the 
ground  ? 

Mr.  Nelson.  Well,  that  is  a  matter  of  opinion  in  our  country. 

Mr.  Gardner.  I  want  your  opinion,  because  we  have  had  a  great 
many  opinions  on  it,  and  I  thought  you  had  evidently  given  the 
matter  some  thought,  from  you  making  that  remark. 

Mr.  Nelson.  It  depends  on  the  iron  content  in  the  ore. 

Mr.  Gardner.  Well,  we  will  say  an  average  of  65  or  60  per  cent 
metallic  content. 

Mr.  Nelson.  Are  you  talking  about  tons  or  cubic  yards? 

Mr.  Gardner.  I  am  speaking  of  tons. 

Mr.  Nelson.  I  think  10  cents  a  ton  for  iron  ore  in  the  ground  is  a 
good  price ;  and  I  have  iron  ore  myself. 

Mr.  Gardner.  That  is,  high  metallic  or  Mesabi  ore  ? 

Mr.  Nelson.  Fifty-eight  per  cent;  yes.  Of  course  it  depends  on 
the  mining  conditions.  If  you  have  property  that  is  easily  stripped, 
and  so  on,  that  makes  a  difference. 
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Mr.  Gardner.  But  suppose  you  had  a  great  quantity  of  property 
spread  all  over  the  Mesabi  Range  and  elsewhere.  You  think  10  cents 
a  ton  would  be  a  fair  valuation  for  that  ore  in  the  ground  ? 

Mr.  Nelson.  I  think  so. 

Mr.  Gardner.  At  present,  say  ? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  And  it  ought  to  have  been  the  case  10  years  ago — or 
do  you  know  ?    "Were  you  in  the  business  10  years  ago  ? 

Mr.  Nelson.  I  started  in  about  12  years  ago,  exploring. 
•  Mr.  Gardner.  Should  you  say  tliey  are  more  valuable  now  than 
they  were  12  years  ago  ? 

Mr.  Nelson.  Oh,  yes. 

Mr.  Gardner.  Therefore  10  cents  a  ton  would  have  been  an  exces- 
sive valuation? 

Mr.  Nelson.  In  the  ground,  you  understand. 

Mr.  Gardner.  In  the  ground. 

Mr.  Nelson.  If  you  were  to  purchase  a  mine  and  pay  10  cents  a 
ton,  that  is  different  from  leasing,  where  you  are 

Mr.  Gardner.  I  am  not  speaking  of  that.  I  am  speaking  of  the 
fee  ore.  Suppose  you  found  in  examining  the  books  of  some  con- 
cern that  they  had  valued  their  ore  in  the  ground  at  50  cents  a  ton. 
Would  you  think  that  was  excessive,  in  calculating  and  making  that 
statement  of  their  assets  ?  If  you  found  they  valued  their  ore  at  50 
cents  a  ton  in  the  ground  would  you  consider  that  excessive  ? 

Mr.  Nelson.  I  would. 

Mr.  Gardner.  Should  you  consider  25  cents  excessive  ? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  Should  you  consider  15  cents  excessive  ? 

Mr.  Nelson.  Well,  that  is  getting  around 

Mr.  Gardner.  To  about  where  you  think  it  ought  to  be? 

Mr.  Nelson.  Yes. 

Mr.  Gardner.  Suppose  you  should  take  up  some  books  that  were 
10  years  old  of  a  company — take  it,  say,  in  1901 — and  you  found 
they  valued  their  ores  at  15  cents  a  ton  in  the  ground.  Should  you 
consider  that  excessive  at  that  time? 

Mr.  Nelson.  Well,  that  would  depend  upon  their  mines.  If  they 
had  mines  that  were  easily  stripped 

Mr.  Gardner.  I  am  referring  to  the  same  sort  of  mines  as  the 
Mesaba  Range  Consolidated  Iron  Co.'s  properties. 

Mr.  Nelson.  Well,  I  think  that  would  be  about  all  the  ore  would 
be  worth  in  the  ground,  anyway. 

Mr.  Gardner.  You  say  you  have  ore  lands  to  lease  ? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  And  for  sale? 

Mr.  Nelson.  Yes,  sir. 

Mr.  Gardner.  Are  your  properties  mostly  in  the  Mesabi  Range? 

Mr.  Nelson.  Well,  I  have  several  properties  on  the  Mesabi  Range 
and  one  on  the  Cuyuna.    The  property  on  the  Cayuna  is  quite  a  large 


Mr.  Gardner.  Where  is  that? 

Mr.  Nelson.  That  is  a  new  range  in  Minnesota  that  we  'are 
developing. 

Mr.  Gardner.  Has  the  United  Steel  Corporation  any  holdings  in 
that  range? 


UNITED   STATES   STEEL   CORPORATION.  1947 

Mr.  Nelson.  No,  sir ;  they  have  not — ^not  that  I  know  of. 

Mr.  Gardner.  Is  this  going  to  be  a  great  range  like  the  Vermilion 
or  the  Mesaba  when  it  is  developed  ? 

Mr.  Nelson.  Well,  the  conditions  are  a  little  different.  It  more 
resembles  the  Crystal  Falls  district  in  Michigan. 

Mr.  Gardner.  It  is  more  like  the  Michigan  ores? 

Mr.  Nelson.  Yes,  sir.  The  ore  is  in  lenses,  and  stands  almost 
perpendicular. 

Mr.  Gardner.  Suppose  you  got  together  a  capital  of,  we  will  say, 
three  or  four  hundred  millions  of  dollars;  suppose  you  got  together 
a  number  of  capitalists  that  would  go  into  the  steel  business  as  rivals 
to  the  existing  various  steel  corporations ;  could  they  get  satisfactory 
ore  reserves  in  the  States  of  Michigan,  Minnesota,  and  Wisconsin,  or 
are  they  already  in  the  hands  of  steel  companies?  I  mean  to  say^ 
suppose  I  got  up  a  large  steel  corporation  to  go  in  as  an  independent 
to  compete  with  the  existing  steel  corporations,  and  I  had  to  look 
around  to  buy  ore  lands,  could  I  find  them  in  sufficient  quantities  ? 

Mr.  Nelson.  Well,  that  would  depend.  I  think  it  would  be  hard 
to  get  a  very  large  quantity  of  ore. 

Mr.  Gardner.  That  is,  of  high  metallic  content  ? 

Mr.  Nelson.  Yes;  and,  of  course,  it  would  depend  on  how  much 
tonnage  you  would  want. 

Mr.  Gardner.  But  I  endeavored  to  estimate  the  capital  at  about 
one-third  that  of  the  United  States  Steel  Corporation. 

Mr;  Nelson.  And  you  would  want  one-third  as  much  ore? 

Mr.  Gardner.  Yes;  of  all  sorts. 

Mr.  Nelson.  I  do  not  linow  where  you  would  get  that  amount  of 
ore. 

Mr.  Gardner.  As  a  practical  question,  if  a  company  of  capitalists 
wished  to  go  into  steel  production  on  a  large  scale,  beginning  with 
the  ore  and  ending  with  the  finished  product,  would  they  find  them- 
selves handicapped  to-day  in  buying  their  ore  reserves,  or  are  there 
plenty  that  you  still  have  for  sale? 

Mr.  Nelson.  There  are  a  few  properties  that  could  be  picked  up. 

Mr.  Gardner.  Here  and  there? 

Mr.  Nelson.  Yes. 

Mr.  Gardner.  But  could  it  be  operated  as  a  whole  successfully  ? 

Mr.  Nelson.  Oh,  yes ;  but  you  could  not  really  figure  on  a,  very 
large  tonnage — that  is,  getting  up  into  the  hundreds  of  millions  of 
tons,  you  know,  which  you  would  need  if  you  were  going  to  be  one- 
third  as  large  as  the  Steel  Corporation. 

Mr.  Gardner.  You  probably  see  what  I  am  trying  to  get  at? 

Mr.  Nelson.  Yes. 

Mr.  Gardner.  Which  is  the  question  of  whether  the  limited  quan- 
tity of  ore  lands  of  high  metallic  content  now  existing  makes  it  ira- 
possible  to  have  free  competition  from  steel  companies  not  yet  in 
existence.  The  gist  of  my  question  was  to  find  out  your  opinion  on 
it,  and  I  think  you  are  the  first  lessor  of  ore  lands  that  we  have  had 
before  us. 

Mr.  Nelson.  Yes. 

Mr.  Gardner.  You  think  they  would  be  handicapped  in  getting 
their  ore  lands? 

Mr.  Nelson.  Yes,  sir;  in  getting  them 

Mr.  Gardner.  On  a  very  large  scale? 
17042— No.  26—11 5 
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Mr.  Nelson.  Yes. 

Mr.  Gardner.  And  I  presupposed  a  large  scale  when  I  said  $500,- 
000,000  of  capital.  It  would  be  practically  impossible  for  them  to 
get  Lake  Superior  iron  ore  ? 

Mr.  Nelson.  Well,  in  a  large  amount;  yes. 

Mr.  Eeed.  May  I  suggest  to  Mr.  Gardner  that  it  might  be  of  in- 
terest to  ask  about  the  Hill  ore  lands  which  are  now  turned  free  by 
the  Steel  Corporation,  as  to  whether  that  would  affect  the  situation? 

Mr.  Gardner.  You  mean  the  leased  lands? 

Mr.  Keed.  Yes. 

Mr.  Gardner.  That  lease  does  not  expire  until  January,  1913, 
does  it? 

Mr.  Reed.  1915. 

Mr.  Gardner.  In  the  first  place,  so  far  as  you  know,  have  those 
llill  ore  lands  been  thrown  on  the  market  for  sale  or  lease  ? 

Mr.  Nelson.  Not  yet. 

Mr.  Gardner.  By  the  cancellation  of  the  lease  ? 

Mr.  Nelson.  Not  yet. 

Mr.  Gardner.  They  are  to  be  for  sale,  as  you  understand  it? 

Mr.  Nelson.  Well,  I  understand  the  Steel  Corporation  will  cancel 
that  lease. 

Mr.  Gardner.  Assuming  that  the  lease  is  all  canceled 

Mr.  Nelson.  Yes. 

Mr.  Gardner.  Would  that  fact  cause  you  to  answer  my  previous 
questions  differently?  In  other  words,  with  the  Hill  lands  in  the 
market  would  it  then  be  possible  for  a  competitive  steel  corporation, 
on  a  large  scale,  to  enter  the  steel  business  ? 

Mt.  Nelson.  Well,  that  would  make  a  difference. 

Mr.  Gardner.  It  would  make  it  easier,  of  course. 

Mr.  Nelson.  Yes;  it  would  help. 

Mr.  Gardner.  The  question  is,  would  it  make  it  possible,  in  your 
opinion  ? 

Mr.  Nelson.  I  think  the  Hill  ore  lands  have  been  overestimated 
myself.  I  do  not  think  they  contain  the  ore  that  it  is  generally  sup- 
posed they  contain.  I  think  those  lands  have  been  overestimated, 
from  what  I  have  observed;  but,  at  that,  if  a  new  concern  got  hold  or 
those  lands  they  would  have  something  to  start  out  on. 

Mr.  Gardner.  But  not  an  unlimited  succession  of  new  concerns? 

Mr.  Nelson.  No. 

Mr.  Gardner.  It  might  take  care  of  one  new  concern,  but  not  of 
an  indefinite  number? 

IMr.  Nelson.  No.    I  see  what  you  mean. 

Mr.  Gardner.  That  is  all  I  want  to  ask  the  witnes.s. 

Mr.  Beall.  Do  you  consider  that  rate  of  60  cents  a  ton,  that  you 
say  has  been  ordered  to  be  effective  in  the  future,  a  reasonable  or  an 
unreasonable  rate? 

Mr.  Reed.  I  make  the  same  objection,  if  the  committee  will  note  it. 

Mr.  Beall.  What  is  your  opinion  about  that  rate  ? 

Mr.  Nelson.  I  think  the  rate  is  too  high.  Of  course  I  base  my 
opinions  on  the  information  that  I  have  picked  up  from  time  to  time 
in  regard  to  the  earnings  of  these  railroads;  and  then,  in  a  way,  I  am 
familiar  with  the  rates  that  are  charged  on  the  same  commodity  in 
other  parts  of  the  country.  For  instance,  in  Michigan.  I  happen 
to  know  about  the  rates,  for  instance,  that  the  Great  Northern  charges 
on  ore  hauled  between  Butte,  Mont.,  and  Great  Falls,  Mont. 


UNITED    STATES    STEEL   COBPOEATION.  1949 

rnt  ■  -^EALL.  How  does  this  rate  of  60  cents  a  ton  compare  with  the 
rates  charged  for  like  service  elsewhere,  within  your  knowledge, 

a/*^  IJ^®  conditions  are  anything  like  the  same? 

Mr.  ^ELsoN.  Per  ton-mile  it  is  higher.  Take  it  in  Michigan.  The 
u^  !  .u""^^  "^"^^  *^^^''^'  ^  understand,  is  40  cents,  for  hauling  ore 
about  the  same  distance.  I  understand  there  is  considerable  grade 
against  the  loads  for  part  of  this  haul.  From  Crvstal  Falls,  in  the 
Menominee  district,  to  Escanaba  they  have  a  40-cent  rate  down  there, 
ii,-  ^  i>EALL.  Is  It  your  opinion  that  a  rate  of  40  cents  per  ton  for 
this  haul  would  be  fair  compensation  for  the  railroad  company  for 
the  service  rendered  ? 

Mr.  Nelson.  Well,  I  think  it  would  be  a  good  starter  toward 
getting  a  fair  rate.  My  idea  is  that  we  ought  to  have  a  rate  on  ore 
that  would  enable  these  railroads  to  earn  7  per  cent  on  their  capital 
above  their  fixed  charges.    Mr.  Hill 

Mr.  Beall.  What  rate,  in  your  judgment — I  beg  your  pardon;  go 
ahead. 

Mr.  Nelson.  I  have  understood  that  Mr.  Hill  has  maintained  that 
a  railroad  is  not  entitled  to  earn  more  than  7  per  cent  on  its  capi- 
talization, and  I  quite  agree  with  him ;  and  I  think  that  is  all  right. 

Mr.  Beall.  What,  in  your  judgment,  would  be  the  rate  that  would 
permit  this  railroad  company  to  earn  7  per  cent  upon  its  entire 
investment  ? 

Mr.  Nelson.  Well,  it  would  have  to  get  down  below  40  cents  some- 
where. I  do  not  know.  Probably  it  would  have  to  get  down  around 
25  cents. 

Mr.  Beall,  Around  about  25  cents  a  ton? 

Mr.  Nelson.  25  or  30  cents;  somewhere  in  there. 

Mr.  Beall.  25  or  30  cents  a  ton,  as  compared  with  60  cents  per 
ton  that  will  be  in  effect  soon  and  as  compared  with  80  cents  per  ton 
that  has  been  charged  for  the  past  good  many  years  ? 

Mr.  Nelson.  Yes,  sir. 

The  Chairman.  Do  any  other  members  of  the  committee  desire  to 
ask  Mr.  Nelson  any  questions  ? 

Mr.  McGiLLicuDDT.  I  would  like  to  ask  one  question.  These  ores 
that  are  shipped  from  the  Mesabi  Eange  are  usually  shipped  to  what 
points  ? 

Mr.  Nelson.  Most  of  the  ores  from  the  Mesabi  Range  go  to  Duluth 
and  Superior.    Some  of  them  go  to  Two  Harbors. 

Mr.  McGiLLicuDDT.  And  then  where  ? 

Mr.  Nelson.  Lake  Erie,  mostly. 

Mr.  McGiLLic-DDDY.  It  is  a  continuous  shipment,  part  by  water 
and  part  by  rail? 

Mr.  Nelson.  Yes. 

Mr.  McGrLLicuDY.  So  that  it  is  subject  to  the  interstate  commerce 
act. 

Mr.  Nelson.  There  is  some  ore  handled  in  Minnesota  that  does  not 
leave  St.  Louis  County. 

Mr.  McGiLLicuDDT.  And  that,  of  course,  would  not  be  subject  to  it? 

Mr.  Nelson.  No. 

Mr.  McGiLLicTTDDY.  But  there  are  shipments  over  this  road  that 
are  continuous  going  out  of  the  State? 

Mr.  Nelson.  The  great  bulk  of  the  ore  goes  out  of  the  State ;  yes. 
But  there  is  ore  that  is  hauled  from  the  mines  to  the  furnaces  in 
Duluth,  and  that  does  not  go  out  of  the  county. 
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Mr.  Nelson.  Yes. 

Mr.  Gardner.  And  I  presupposed  a  large  scale  when  I  said  $500,- 
000,000  of  capital.  It  would  be  practically  impossible  for  them  to 
get  Lake  Superior  iron  ore  ? 

Mr.  Nelson.  Well,  in  a  large  amount;  yes. 

Mr.  Reed.  May  I  suggest  to  Mr.  Gardner  that  it  might  be  of  in- 
terest to  ask  about  the  Hill  ore  lands  which  are  now  turned  free  by 
the  Steel  Corporation,  as  to  whether  that  would  affect  the  situation? 

Mr.  Gardner.  You  mean  the  leased  lands? 

Mr.  Reed.  Yes. 

Mr.  Gardner.  That  lease  does  not  expire  until  January,  1913, 
does  it? 

Mr.  Reed.  1915. 

Mr.  Gardner.  In  the  first  place,  so  far  as  you  know,  have  those 
llill  ore  lands  been  thrown  on  the  market  for  sale  or  lease  ? 

Mr.  Nelson.  Not  yet. 

Mr.  Gardner.  By  the  cancellation  of  the  lease  ? 

Mr.  Nelson.  Not  yet. 

Mr.  Gardner.  They  are  to  be  for  sale,  as  you  understand  it? 

Mr.  Nelson.  Well,  I  understand  the  Steel  Corporation  will  cancel 
that  lease. 

Mr.  Gardner.  Assuming  that  the  lease  is  all  canceled 

Mr.  Nelson.  Yes. 

Mr.  Gardner.  Would  that  fact  cause  you  to  answer  my  previous 
questions  differently?  In  other  words,  with  the  Hill  lands  in  the 
market  would  it  then  be  possible  for  a  competitive  steel  corporation, 
on  a  large  scale,  to  enter  the  steel  business? 

Mt.  Nelson.  Well,  that  would  make  a  difference. 

Mr.  Gardner.  It  would  make  it  easier,  of  course. 

Mr.  Nelson.  Yes;  it  would  help. 

Mr.  Gardner.  The  question  is,  would  it  make  it  possible,  in  your 
opinion? 

Mr.  Nelson.  I  think  the  Hill  ore  lands  have  been  overestimated 
myself.  I  do  not  think  they  contain  the  ore  that  it  is  generally  sup- 
posed they  contain.  I  think  those  lands  have  been  overestimated, 
from  what  I  have  observed ;  but,  at  that,  if  a  new  concern  got  hold  of 
those  lands  they  would  have  something  to  start  out  on. 

Mr.  Gardner.  But  not  an  unlimited  succession  of  new  concerns? 

Mr.  Nelson.  No. 

Mr.  Gardner.  It  might  take  care  of  one  new  concern,  but  not  of 
an  indefinite  number? 

Mr.  Nelson.  No.    I  see  what  you  mean. 

]\Ir.  Gardner.  That  is  all  I  want  to  ask  the  witness. 

Mr.  Beall.  Do  you  consider  that  rate  of  60  cents  a  ton,  that  you 
say  has  been  ordered  to  be  effective  in  the  future,  a  reasonable  or  an 
unreasonable  rate? 

Mr.  Reed.  I  make  the  same  objection,  if  the  committee  will  note  it. 

Mr.  Beall.  What  is  your  opinion  about  that  rate? 

Mr.  Nelson.  I  think  the  rate  is  too  high.  Of  course  I  base  my 
opinions  on  the  information  that  I  have  picked  up  from  time  to  time 
in  regard  to  the  earnings  of  these  railroads;  and  then,  in  a  way,  I  am 
familiar  with  the  rates  that  are  charged  on  the  same  commodity  in 
other  parts  of  the  country.  For  instance,  in  Michigan.  I  happen 
to  know  about  the  rates,  for  instance,  that  the  Great  Northern  charges 
on  ore  hauled  between  Butte,  Mont.,  and  Great  Falls,  Mont. 
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Mr.  Beauj.  How  does  this  rate  of  60  cents  a  ton  compare  with  the 
rates  charged  for  like  service  elsewhere,  within  your  knowledge, 
where  the  conditions  are  anything  like  the  same  ? 

Mr.  Nelson.  Per  ton-mile  it  is  higher.  Take  it  in  Michigan.  The 
highest  rate  down  there,  I  understand,  is  40  cents,  for  hauling  ore 
about  the  same  distance.  I  understand  there  is  considerable  grade 
against  the  loads  for  part  of  this  haul.  From  Crystal  Falls,  in  the 
Menominee  district,  to  Escanaba  they  have  a  40-cent  rate  down  there. 

Mr.  Beall.  Is  it  your  opinion  that  a  rate  of  40  cents  per  ton  for 
this  haul  would  be  fair  compensation  for  the  railroad  company  for 
the  service  rendered? 

Mr.  Nelson.  Well,  I  think  it  would  be  a  good  starter  toward 
getting  a  fair  rate.  My  idea  is  that  we  ought  to  have  a  rate  on  ore 
that  would  enable  these  railroads  to  earn  7  per  cent  on  their  capital 
above  their  fixed  charges.     Mr.  Hill 

Mr.  Beall.  What  rate,  in  your  judgment — I  beg  your  pardon ;  go 
ahead. 

Mr.  Nelson.  I  have  understood  that  Mr.  Hill  has  maintained  that 
a  railroad  is  not  entitled  to  earn  more  than  7  per  cent  on  its  capi- 
talization, and  I  quite  agree  with  him ;  and  I  think  that  is  all  right. 

Mr.  Beall.  What,  in  your  judgment,  would  be  the  rate  that  would 
permit  this  railroad  company  to  earn  7  per  cent  upon  its  entire 
investment  ? 

Mr.  Nelson.  Well,  it  would  have  to  get  down  below  40  cents  some- 
where. I  do  not  know.  Probably  it  would  have  to  get  down  around 
25  cents. 

Mr.  Beall.  Around  about  25  cents  a  ton? 

Mr.  Nelson.  25  or  30  cents ;  somewhere  in  there. 

Mr.  Beall.  25  or  30  cents  a  ton,  as  compared  with  60  cents  per 
ton  that  will  be  in  effect  soon  and  as  compared  with  80  cents  per  ton 
that  has  been  charged  for  the  past  good  many  years  ? 

Mr.  Nelson.  Yes,  sir. 

The  Chairman.  Do  any  other  members  of  the  committee  desire  to 
ask  Mr.  Nelson  any  questions? 

Mr.  McGiLLicuDDT.  I  would  like  to  ask  one  question.  These  ores 
that  are  shipped  from  the  Mesabi  Range  are  usually  shipped  to  what 
points? 

Mr.  Nelson.  Most  of  the  ores  from  the  Mesabi  Range  go  to  Duluth 
and  Superior.    Some  of  them  go  to  Two  Harbors. 

Mr.  McGiLLiCTJDDY.  And  then  where? 

Mr.  Nelson.  Lake  Erie,  mostly. 

Mr.  McGiLLictTDDT.  It  is  a  continuous  shipment,  part  by  water 
and  part  by  rail? 

Mr.  Nelson.  Yes. 

Mr.  McGiLLicuDT.  So  that  it  is  subject  to  the  interstate  commerce 
act. 

Mr.  Nelson.  There  is  some  ore  handled  in  Minnesota  that  does  not 
leave  St.  Louis  County. 

Mr.  McGiLLicTTDDT.  And  that,  of  course,  would  not  be  subject  to  it? 

Mr.  Nelson.  No. 

Mr.  McGiLLiciTDDT.  But  there  are  shipments  over  this  road  that 
are  continuous  going  out  of  the  State? 

Mr.  Nelson.  The  great  bulk  of  the  ore  goes  out  of  the  State ;  yes. 
But  there  is  ore  that  is  hauled  from  the  mines  to  the  furnaces  in 
Duluth,  and  that  does  not  go  out  of  the  county. 
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Mr.  McGiLucDDDT.  There  has  been  some  misunderstanding  be- 
tween us  here.  I  have  understood  Mr.  Reed's  claim  to  be  that  an 
excessive  charge  for  such  a  shipment  would  not  be  a  violation  of  the 
interstate  commerce  act.     The  act  provides  as  follows: 

All  charges  made  for  any  service  rendered  or  to  be  rendered  in  the  trans- 
portation of  passengers  or  property  as  aforesaid,  or  In  connection  therewith, 
or  for  the  receiving  and  delivering,  storage,  or  handling  of  such  property,  shall 
be  reasonable  and  just,  and  every  unjust  and  unreasonable  charge  for  such 
service  is  prohibited  and  declared  to  be  unlawful. 

So  that  an  excessive  charge  would  be  in  violation  of  the  interstate- 
commerce  act  if  it  was  an  interstate  shipment. 

Mr.  Eeed.  May  I  answer  Mr.  McGillicuddy  ? 

The  Chaibsiak.  Certainly. 

Mr.  Reed.  The  commerce  act  does  provide  as  he  has  read  it.  The 
Supreme  Court  of  tlie  United  States  has  held,  however,  that  the 
rate-making  power  in  the  first  instance  is  in  the  carrier  itself  and 
secondarily  in  the  Commerce  Commission.  Until  the  rate  is  changed 
by  the  proceedings  outlined  in  the  act  by  the  commission,  the  rate 
fixed  by  the  carrier  is  conclusively  presumed  to  be  reasonable.  No 
shipper  can  recover  the  difference  between  what  he  says  is  a  reasonable 
rate  and  the  amount  that  he  has  been  charged,  because  until  changed 
by  the  Interstate  Commerce  Commission  that  charge  is  conclusively 
presumed  to  be  reasonable.    It  is  in  that  sense  that  I  meant  it. 

]Mr.  McGillicuddy.  The  provision  of  the  law  is  very  clear. 

Mr.  Reed.  Yes. 

The  Chairman.  This  committee,  as  I  have  said  before,  in  the  light 
of  the  provisions  of  the  act,  will  not  be  precluded  from  investigating 
an  act  that  the  law  declares  to  be  unlawful  for  the  reason  that  the 
shipper  himself  can  not  complain.  The  decision  of  the  Supreme 
Court  of  the  United  States  that  the  shipper  is  estopped  to  complain 
prior  to  the  act  of  the  Interstate  Commerce  Commission  amounts  to 
f>n  anomaly  in  the  law. 

In  other  words,  the  shipper  is  estopped  to  say  that  he  is  suffering 
from  the  result  of  an  act  which  the  law  itself  declares  to  be  un- 
lawful. Under  such  a  situation  as  that  the  duty  upon  this  commit- 
tee to  inquire  to  what  extent  the  shipper  has  suffered  under  a  condi- 
tion of  affairs  where  he  himself  is  prevented  from  having  a  remedy 
becomes  doubly  imperative. 

Mr.  Reed.  The  chairman's  suggestion  that  the  shipper  is  prevented 
from  having  a  remedy  himself  is  hardly  good  in  view  of  the  provi- 
sion of  the  act  that  gives  the  shipper  the  right  to  make  complaint 
to  the  Interstate  Commerce  Commission  at  any  time  to  have  the  rate 
reduced  if  the  commission  shall  find  it  is  unreasonable. 

The  Chairman.  The  shipper  has  the  right  to  make  complaint,  but 
the  shipper  has  no  right  to  change  the  rate ;  and  if  it  should  happen 
that  with  or  without  complaint  the  Interstate  Commerce  Commis- 
sion failed  to  protect  the  shipper  from  an  act  openly  violative  of 
this  plain  provision  of  the  law,  then,  under  the  resolution  under 
which  this  committee  is  acting — not  only  to  investigate  things  that 
are  in  violation  of  the  existing  law,  but  grievances  and  injuries  that 
are  suffered  and  are  not  reached  by  any  law — our  duty  is  again  im- 
perative, because  this  committee  is  required  not  only  to  investigate 
as  to  violations  of  existing  law  but  to  report  such  bUls  as  may  be 
necessary  to  prevent  existing  evils,  whether  there  is  any  existing  law 
to  reach  them  or  not. 
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Mr.  Eeed.  Then,  if  I  understand  the  chairman,  he  is  undertaking 
to  protect  the  shipper  from  the  inadequacy  of  the  present  law  and 
from  the  injuries  which  the  shipper  now  suffers  ? 

The  Chairman.  Exactly. 

Mr.  Eeed.  And  of  course  the  chairman  remembers  that  the  evi- 
dence in  this  case  shows  that  no  shipper  has  ever  made  complaint 
of  suffering  any  injury,  or  made  any  ineffective  or  effective  complaint 
to  the  Interstate  Commerce  Commission  ? 

Mr.  Beall.  I  want  to  ask  Mr.  Nelson  a  question  right  there.  Do 
you  know  of  any  reason  why  the  shippers  have  not  complained  about 
this  exorbitant  and  excessive  rate  that  you  have  described  ? 

Mr.  Nelson.  Well,  there  is  talk  sometimes  up  in  our  country  about 
these  rates.  It  is  a  subject  that  is  discussed  a  great  deal;  but  I  do 
not  know.    They  do  not  seem  to  get  around  to  do  anything. 

Mr.  Beall.  Wlio  are  the  shippers  of  ores  over  these  roads? 

Mr.  Nelson.  A  lot  of  independents,  you  know — miners  and 
shippers. 

Mr.  Beall.  Do  you  know  of  any  reason  why  they  have  not  made 
complaint  ? 

Mr.  Nelson.  Well 

Mr.  Gakdnee.  Why  have  not  you,  yourself  ? 

Mr.  Nelson.  I  never  ship  directly ;  but  we  are  all  interested  in  the 
Tate,  and  I  wanted  to  say  in  regard  to  that  valuation  of  the  ore  in 
the  ground  that  these  freight  rates  have  something  to  do  with  that. 
It  makes  a  difference  in  the  value  of  the  ore  in  the  ground. 

The  Chairman.  Mr.  Nelson,  is  it  not  represented  to  the  ore  people 
that  this  excessive  charge  is  passed  on  to  the  consumer,  and  that  the 
ore  people  will  be  taken  care  of,  and  that  it  is  no  business  of  theirs 
to  interest  themselves  in  the  ultimate  cost  of  the  product  of  this  ore  ? 

Mr.  Nelson.  Well,  there  are  a  lot  of  fellows  who  have  that  idea — 
that  the  other  fellows  have  been  maintaining  the  price  of  ore,  and 
that  it  did  not  affect  the  independent  miner,  that  this  rate  did  not 
affect  him  at  all,  and  "Let  us  pass  it  along."  But  that  argument 
never  appealed  to  me.    I  can  not  see  it  that  way. 

Mr.  Danforth.  If  this  rate  is  reduced  to  60  cents,  do  you  think  the 
price  of  ore  in  the  ground  will  come  up  in  that  country  ? 

Mr.  Nelson.  I  think  if  there  is  any  saving  made  in  transportation 
it  will  be  distributed.  The  consumer  will  get  his  bit,  the.  furnace  man 
will  get  his  bit,  the  miner  will  get  his  bit,  and  the  laborer  will  get 
his  bit. 

Mr.  Danforth.  Which  end  will  the  consumer  get  ? 

Mr.  Nelson.  I  think  he  will  get  his  part. 

Mr.  Danforth.  The  short  end?     [Laughter.] 

Mr.  Nelson.  I  do  not  Imow. 

The  Chairman.  I  wish  to  say  to  Mr.  Nelson,  to  Mr.  Martz,  and 
to  the  Messrs.  Merritt  that  this  committee  is  indebted  to  them  for 
their  kindness  in  appearing  before  it.  Part  of  the  committee  at  least 
has  been  exceedingly  interested  in  all  that  they  have  had  to  say.  We 
are  now  through  with  this  hearing,  and  the  committee  will  stand 
adjourned. 

Mr.  Eeed.  To  what  time  does  the  committee  stand  adjourned? 

The  Chairman.  The  committee  will  adjourn  indefinitely. 

(The  committee  thereupon  adjourned.) 
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Committee  on  Investigation  of  the 

United  States  Steel  Corpoeation, 

House  of  Representatives, 
Monday,  December  11,  1911. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  Mr.  Littleton  requested  this  statement  to  go  into 
the  record:  • 

Mr.  Littleton  regrets  that  he  is  not  able  to  be  present  at  the  entire 
hearing  on  account  of  the  fact  that  Mr.  Emery  has  not  finished  his 
statement  before  the  Committee  on  the  Judiciary  and  on  that  ac- 
count he  is  attending  the  meeting  of  this  committee. 

Mr.  Baetlett.  From  the  27th  of  October  until  the  1st  of  Decem- 
ber I  was  physically  unable  to  leave  my  home  in  Macon  and  was  not 
present  at  the  meetings  of  the  committee  during  November  on  that 
account,  because  my  physician  forbade  me  to  come. 

The  Chaieman.  At  a  meeting  of  this  committee  pursuant  to  the 
call  of  the  chairman,  held  at  2  o'clock  p.  m.,  Saturday,  December  9, 
1911,  the  committee  met  in  executive  session,  with  the  following 
members  present:  Messrs.  Stanley  (presiding),  Beall,  Bartlett,  Lit- 
tleton, Young,  Gardner  McGillicuddy,  Danforth,  and  Sterling. 

After  full  discussion  by  the  entire  committee  the  following  resolu- 
tion was  unanimously  agreed  to: 

The  committee  has  had  under  careful  consideration  the  objections  made  by 
the  United  States  Steel  Corporation,  through  its  counsel,  to  the  further  prosecu- 
tion of  this  investigation.  The  resolution  under  which  this  committee  is  pro- 
ceeding directs  the  committee : 

First.  To  inquire  into  and  report  as  to  whether  the  United  States  Steel  Cor- 
poration is  in  its  organization  or  operations  acting  in  violation  of  the  antitrust 
law. 

Second.  To  inquire  into  and  report  violations  of  the  interstate-commerce  acts 
and  amendments  thereto  and  to  the  acts  relating  to  national  banliing  asso- 
ciations. 

Third.  To  inquire  into  the  restriction  or  destruction  of  competition  by  reason 
of  the  relations  of  the  United  States  Steel  Corporation  and  its  officers  with 
other  companies. 

Fourth.  The  excessive  capitalization  and  bonding  of  corporations. 

Fifth.  Combinations  created  by  holding  companies,  interlocking  directorates, 
and  other  devices. 

Sixth.  Combinations  to  depress  the  value  of  stocks  and  bonds  for  the  purpose 
of  acquiring  them. 

Seventh.  Panics  in  the  bond  and  stock  market. 
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And  the  committee  Is  also  directed  to  recommend  such  further  legislation  by- 
Congress  as,  in  its  opinion,  is  desirable. 

The  objection  made  by  the  counsel  for  the  Steel  Corporation  to  the  further 
continuance  of  the  investigation  was  based  upon  the  ground  that  the  Govern- 
ment had  filed  a  bill  in  the  courts  of  New  Jersey  against  the  United  States  Steel 
Corporation  seeking  its  dissolution  under  the  antitrust  law.  As  to  this  objec- 
tion, it  is  our  unanimous  opinion  that  the  committee  should  continue  the  in- 
vestigation as  if  no  proceeding  on  the  part  of  the  United  States  Government 
were  now  pending  against  said  corporation ;  but  not  for  the  purpose  of  de- 
termining thie  questions  involved  in  the  action  brwaght  by;  the  Government 
against  the  United  States  Steel  Corporation  and  any  Inquiry  into  the  subjects 
embraced  in  that  action  should  be  made  for  the  purpose  of  enabling  the  com- 
mittee to  recommend  such  further  legislation  as  in  its  opinion  is  desirable. 
Touching  all  other  matters  the  committee  will  proceed  as  heretofore. 

I  notice  in  the  public  prints  that  the  counsel  for  the  United  States 
Steel  Corporation  have  stated  their  reasons,  which  were  given  in 
executive  session,  and  it  was  perfectly  proper  that  they  should  state 
them,,  because  the  public  were  entitled  to  know  as  well  as  this  com- 
mittee. This  statement  having  been  given  to  the  press,  I  deem  it 
advisable  at  this  time  that  the  chairman  of  the  committee  should 
make  this  statement : 

It  is  argued  that  tljis  committee  should  not  proceed  with  this 
investigation  because  of  the  fact  that  by  giving  publicity  to  the 
various  acts  and  operations  of  the  United  States  Steel  Corporation, 
the  public  mind  would  be  inflamed  or  affected  to  a  greater  or  less 
degree,  and  that  that-  mental  condition  of  unrest  will  have  its  in- 
fluence to  a  greater  or  less  degree  on  the  trial  JBidge.  The  United 
States  Steel  Corporation  is  so  vast  in  its  reach,  its  powers,  and  its 
wealth  that  its  official  head.  Judge  Gary,  has  suggested  Government 
control  of  prices,  for  instance,  and  I  hardly  think  he  would  complain 
of  merely  Government  inspection  at  any  time.  I  am  firmly  con- 
vinced that  the  apprehension  of  this  corporation  is  unwarranted. 
I  am  entirely  satisfied  that  the  American  people  will  not  be  moved 
by  a  naked  recital  of  the  facts  to  such  a  state  that  they  would  desire 
to  affect  the  jurisdiction  or  discretion  of  one  of  their  judges,  and 
even  were  they  so  disposed  I  have  such  implicit  faith  and  suick  a 
profound  respect  for  the  courts  of  this  country — ^there  may  be  here 
and  there  an  exception — that  I  believe  they  will  try  this  cause  with- 
out regard  to  popular  clamor,  if  this  investigation  should  arouse  such 
popular  clamor,  or  to  general  approval  in  the  event  the  investiga- 
tion should  tend  to  exonerate  the  United  States  Steel  Corporation 
of  any  offense  whatever.  For  that  reason  I  am  firmly  convinced,  no 
matter  what  may  be  the  effect  of  this  testimony  upon  the  public 
mind,  whether  moved  to  approve  or  condemn  the  United  States 
Steel  Corporation,  it  will  not  be  reflected  in  any  way  upon  the  dis- 
cretion or  decision  of  the  courts. 

It  has  been  urged  that  this  committee  having  a  wider  range,  as 
it  has,  than  the  courts  can  elicit  much  evidence  which  the  conrts 
could  not  obtain,  which  would  be  inadmissible  under  the  technical 
rules  of  procedure,  and  that  in  that  way  we  would  indirectly  aid 
the  Department  of  Justice  in  any  effort  to  dissolve  the  United  States 
Steel  Corporation  or  to  enforce  the  law  in  other  ways.  I  do  not 
consider  this  objection  well  taken,  although  it  is  presented  with  great 
learning  and  force,  because  if  the  evidence  is  not  admissible — ^this 
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committee  is  here  simply  for  the  purpose  of  ascertaining  existing 
conditions  and  recoiHmending  the  enactnaent  of  new  l^islation.  If 
the  evidence  is  admissible  and  competent,  then  the  Department  of 
Justice  has  the  same  facilities  for  obtaining  that  evidence  that  this 
committee  has,  and  I  would  not  presume  that  they  would  be  less 
efficient  or  less  capable  than  this  committe.  The  evidence  which 
this  committee  produces  which  is  not  competent  or  relevant  would 
in  no  case  he  of  any  avail  to  the  Department  of  Justice.  I  do 
not  care  to  discuss  this  matter  at  greater  length,  but  I  heartily  ap- 
prove of  the  unanimous  decision  of  the  committee.  From  this  de- 
cision of  the  committee  there  was  not  a  dissenting  voice  from  the 
very  beginning,  and  it  is  a  matter  of  most  profound  gratification 
to  the  chairman  of  the  committee,  at  least,  to  know  that  without  re- 
gard to  differences  of  opinion,  political  or  otherwise,  that  this  com- 
mittee will  proceed  with  this  investigation. 

Mr.  Beed.  Mr..  Chairman,  I  desire  to  state  that  inasmuch  as 
counsel  for  the  corporation  have  been  graciously  permitted  by  the 
committee  to  be  present  in  executive  session,  they  have  most  scrupji- 
lously  refrained  from  giving  out  to  the  press  or  to  anyone  else  what 
transpired  durimg  that  executive  session. 

The  Chairman.  I  entirely  agree. 

Mr.  Reed.  It  may  be  that  some  persons  who  are  employed  by  the 
corporation  have  stated  publicly  their  reasons  for  wishing  the  in- 
vestigation to  oease  in  view  of  the  Crovernment's  suit,  but  they  have 
not  at  any  time  given  out  any  statement  of  what  they  said  or  what 
anyone  said  during  the  executive  session  of  this  committee. 

The  Chairman.  I  did  not  mean  to  imply  anything  of  that  kind. 
I  simply  meant  to  say  that  the  reasons  they  have  giv«n  to  the  com- 
mittee for  not  proceeding  are  the  same  reasons  which  have  been  given 
to  the  public,  and  it  is  right  that  they  should  give  them,  because  if 
you  object  to  this  committee  proceeding  you  diould  igive  the  public 
the  reasons,  and  I  have  here  a  statement  from  the  Wa^ington  Star, 
in  which  Mr.  Lindabury  gives  his  reasons  why  the  committee  should 
not  proceed.  You  had  a  perfect  right.  It  was  entirely  proper  to 
give  to  the  public  as  well  as  to  this  committee  the  reasons  for  object- 
ing to  the  rairther  continuance  of  this  committee,  and  it  was  to  those 
reasons  that  I  wished  to  make  this  allusion  at  this  time. 

Mr.  K.EED.  I  simply  desired  to  state  that  neither  Mr.  Lindabury 
nor  myself  had  given  out  anything  tfhat  transpired  at  the  executive 
session  of  this  committee. 

The  Chairman.  I  intended  to  say  and  thought  I  had  distinctly 
stated  that  daere  was  nothing  in  the  statement  given  out  by  Mr. 
Lindabury  or  yourself,  objecting  to  the  further  continuance  of  this 
commnitfeee,  to  which  I  object  or  which  had  in  it  -even  a  shadow  of 
bad  faith. 

Mr.  YoiTNG.  I  wish  to  say  Just  a  word.  I  was  unable  to  be  present 
at  the  meetings  'of  this  committee  held  in  November,  where  is  appears 
that  an  objection  was  made  by  Judge  Lindabury  on  behalf  of  the 
United  States  Steel  Corporation  to  the  continuance  of  this  investiga- 
tion along  certain  lines.  I  therefore  had  no  opportunity  to  take  any 
part  in  me  discussion  which  occurred  upon  that  question.  I  ex- 
pressed neither  puhlioly  nor  privately  any  opinion  upon  what  the 
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committee  should  do,  and  any  statements  to  the  contrary  that  have 
been  made,  in  the  public  press  or  otherwise,  are  unfounded,  without 
any  foundation  in  fact  whatever,  and  manifestly  false.  I  have  never 
expressed  any  opinion  in  regard  to  what  the  committee  should  do  in 
the  future  which  is  not  fully  expressed  in  the  resolution  adopted 
unanimously  by  this  committee  in  executive  session  on  Saturday,  and 
any  statement  to  the  contrary  of  that  was  false  and  without  any 
foundation  in  fact.  So  far  as  that  question  has  been  concerned,  there 
has  been  entire  harmony  between  myself  and  all  of  my  Democratic 
and  Republican  colleagues  upon  this  committee. 

The  Chairman.  Let  the  chairman  say,  in  connection  with  that 
statement,  Mr.  Young,  that  I  am  firmly  convinced  that  there  is  no 
Member  of  Congress  who  feels  so  profound  a  regret  that  the  good 
faith  of  any  member  of  this  committee  should  be  questioned  or  that 
his  good  name  should  have  been  tarnished  or  attempted  to  be  tar- 
nished in  any  way.  We  may  differ  as  much  as  we  like — wehave 
learned  how  to  differ  in  the  House  of  Representatives — and  it  is  not 
necessary  to  support  an  argument  by  impugning  the  motives  of  any 
man  who  makes  it. 

Mr.  Young.  I  wish  to  say  merely  this.  That  I  have  not  felt  any 
sincere  misgivings  or  regrets  at  anything  that  has  appeared  in  the 
statement  in  regard  to  this  matter.  I  have  not  considered  it  of 
enough  importance  for  that  purpose.  I  know  that  the  people  of 
my  district  to  whom  I  am  primarily  responsible  know  my  position 
and  have  confidence  in  what  I  do,  and  beyond  that  I  care  very  little 
about  it. 

The  Chairman.  At  this  meeting  the  committee  will  proceed  to  the 
question  of  transportation,  which  I  regard  as  the  most  vital  and  im- 
portant question  which  this  committee  will  be  called  upon  to  investi- 
gate connected  with  the  affairs  of  the  United  States  Steel  Corpora- 
tion. It  was  an  industrial  aphorism,  I  believe,  of  Sir  Walter  Raleigh 
that  those  who  dominated  the  commerce  of  the  world  controlled  its 
wealth,  and  controlling  its  wealth  they  ruled  the  world.  The  control 
of  commerce  directly  or  indirectly  is  a  matter  of  the  most  vital 
concern  to  the  citizen  and  of  the  greatest  interest  to  the  legislator. 

A  great  mass  of  objections  have  come  to  the  chairman,  touching 
the  operations  of  common  carriers  by  the  United  States  Steel  Cor- 
poration. I  do  not  mean  to  say  that  the  objections  are  well  founded. 
I  simply  mean  to  say  that  coming  in  such  numbers  and  from  such 
high  authority,  I  felt  it  my  duty  to  exercise  the  authority  imposed 
in  me  by  this  committee  and  to  subpoena  such  witnesses  as  might 
throw  light  upon  the  question  of  transportation.  I  have  before  me 
a  signed  letter  of  Senator  Oliver,  stating  that  the  rate  on  ore  from 
Conneaut  to  Pittsburgh,  over  the  Bessemer  &  Lake  Erie  Railroad, 
should  be  50  cents  per  pon  instead  of  the  present  rate  of  93  cents. 

Mr.  Reed.  Ninety-eight  cents.  Did  Senator  Oliver  confine  his 
complaint  to  the  Bessemer  &  Lake  Erie  Railroad,  or  does  he  complain 
also  of  the  rates  charged  by  our  competitors? 

The  Chairman.  All  of  the  roads;  you  are  right.  Of  course,  the 
other  roads  we  have  not  the  same  jurisdiction  over.  I  had  Mr. 
Wooley,  the  investigator  of  the  committee,  compile  from  the  records 
of  the  Interstate  Commerce  Commission  this  statement,  showing 
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simply  the  capital  stock  and  mileage,  etc.,  of  these  various  roads, 
which  we  will  proceed  to  consider.  The  Duluth  &  Iron  Hange,  for 
instance,  a  road  of  232.27  miles,  with  a  capital  stock  of  $3,000,000, 
Jiad,  in  1910 — I  believe  it  is — if  there  is  any  question  about  the  state- 
ment, I  will  be  glad  to  have  it  corrected. 

Mr.  Reed.  I  am  not  able  to  correct  it  as  you  go  along. 

The  Chairman.  This  statement  was  compiled  simply  from  the 
public  records  of  the  Interstate  Commerce  Commission.  I  do  not 
mean  to  make  this  statement  as  absolutely  true.  I  simply  desire  to 
call  the  attention  of  the  committee  to  it. 

Mr.  Young.  This  statement  comes  from  the  reports  of  the  Inter- 
state Commerce  Commission? 

The  Chairman.  Yes,  sir;  from  documents. 

Mr.  Young.  Why  not  put  it  into  the  record,  subject  to  any  cor- 
rection ? 

The  Chairman.  I  will  do  that.  The  Duluth  &  Iron  Bange  Rail- 
road has  operating  revenue  of  approximately  $9,000,000,  net  income 
over  $4,000,000,  and  the  per  cent  of  net  income  on  its  capital  stock  is 
148  per  cent. 

Mr.  Bartlett.  I  do  not  make  any  objection  to  the  suggestion,  but 
it  occurs  to  me  that  it  would  be  well  to  have  Mr.  Wooley  state  where 
he  got  this  statement  from,  and  then  put  it  in  the  record. 

The  Chairman.  You  had  it  compiled  in  the  Interstate  Commerce 
Commission  ? 

Mr.  WooLEY.  In  the  Interstate  Commerce  Commission.  It  is 
simply  figures  taken  from  the  reports. 

Mr.  Reed.  So  far  as  the  reporte  to  the  Interstate  Commerce  Com- 
mission are  concerned,  they  are  correct. 

Mr.  Young.  You  made  a  compilation  and  made  it  correctly? 

Mr.  WooLEY.  I  had  it  made. 

Mr.  Young.  It  was  made  under  your  supervision  ? 

Mr.  WooLET.  Under  my  supervision. 

The  Chairman.  The  Duluth,  Missabe  &  Northern  Railroad  has  a 
mileage  of  297.81  miles ;  capital  stock,  $4,000,000 ;  operating  revenue, 
$13,000,000;  operating  expenses,  $4,000,000;  net  operating  revenue, 
$9,000,000;  net  income,  over  $8,000,000;  and  net  income  equal  to  per 
cent  on  capital  stock,  206^  per  cent. 

Mr.  Young.  What  year  is  that? 

The  Chairman.  1910,  I  think.  The  Bessemer  &  Lake  Erie  Rail- 
road, which  we  will  investigate  this  morning,  has  213.41  miles ;  capi- 
tal stock,  $500,000 ;  operating  revenue,  $7,800,000 ;  operating  expenses, 
$4,000,000;  net  operating  revenue,  $3,700,000—1  am  leaving  off  the 
odd  figures — net  income,  $1,600,000 ;  and  net  income  equal  to  per  cent 
on  capital  stock,  334  per  cent.  These  figures  indicate  a  remarkable 
degree  of  prosperity  at  least,  and  have  justified  this  committee  in 
investigating  into  the  operations  of  this  road  and  the  sources  of  its 
revenue. 
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(The  statement  referred  to  by  the  chairman  follows:) 


Exhibit. 


Name. 


Miles    Capital  stock. 


DjiluthA  Iron  Range ,  232.27 

DtHuth, Missabe  &  Northern 297.81 

Elgin,  Joliet  &  Bastem (808.28 

Cmcago,  Lake  ShOTe&  Eastern' 241.86 

Bessemer&  Lake  Erie 213.41 

Pittsburgh,  Bessemer  &  Lake  Erie ' 204. 54 

Birmingham  Southern I  106. 41 

Union  R.  R 174.10 

Newburg  &  South  Shore ;    30.58 

Lake  Terminal I    58.80 


»3, 000, 000 

4,112,500 

10,000,000 

9,000,000 

580,000 

00,000,000 

52,000,000 

<  600, 000 

'600,000 

2,000,000 

1,500,000 

2,000,000 


Funded  debt. 


$13,151,000 
13,101,000 
10,000,000 
9,000,000 
4,030,000 

15,269,000 


Oj^eratlng 
mvenue. 


3,150,000 


SeyS30,.101 
13,966,426 

9,35!2,>325 
(^) 

7,888,021 

(») 
814,706 

4,(B6,447 
585,867 
568,108 


Operating 


t3,>483,4S3 
4,184,811 
S,'938,3»4 

(«) 
4,159,663 

(•) 

636,705 

2,445,951 
428,310 
384,397 


Nome. 


Net  oper- 
ating reve- 
nue.' 


Net  in- 
come.' 


Net  in- 
come 
equals  per 
centaee  on 
capital 
Btook.s 


dividends  paid. 


Amount. 


Duluth  &  Iron  Rame 

Duluth,  Missabe  &  Northern 

Elgin,  Joliet  &  Eastern 

Cmcago,  Lake  Shore  &  Eastern ' . 
Bessemer  &  Lake  Erie 


16,046,647 
9,781,615 
3,413,930 


3,728,357 


Pittsburgh,  Bessemer  &  Lake  Eric  >. 

Birmingham  Southern 

Union  R.B 

Newburg  &  South  Shore 

Lake  Terminal 


178,001 

1,610,496 

1j37/556 

183,711 


S4, 438, 651 

8/494,097 

422,856 

1,332,706 

1,672,629 

666,606 

164,636 

1,049,535 

129,589 

189,362 


4, 

14. 
334 


22 


100 

240 

4 

10 
ISO 

<3 
■'B 


t3,000,000 
9,870,000 
400,000 
900,600 
760,000 
299,943 
120,000 


'  Chicago,  Lake  Shore  &  Eastern  is  operated  as  part  of  the  Elgin,  Joliet  &  Eastern,  and  themileage  of  the 
Chicago,  Lake  Shore  &  Eastern  is  included  in  the  808.25  miles  of  the  Elgin,  Johet  &  Daatem.  As  a  con- 
fiideraDle  amount  of  the  Elgin,  Joliet  &  Eastern  fixed  charges  consists  of  rental  paid  to  Chicago,  liake  Shore 
&  Eastern  the  result  of  the  operation  of  these  two  roads  must  be  considered  together. 

"  Operated  by  Elgin,  Joliet  &  Eastern. 

>  Pittsburgh,  Bessemer  &  Lake  Erie  is  operated  as  part  of  the  Bessemer  &  Lake  Erie,  and  the  mileage 
of  the  iFlttBburgh,  Bessemer  &  Lake  ^rie  is  Included  in  the  213.41  miles  of  the  Bessemer  &  Lake  Erie.  As 
a  considerable  amount  of  the  Bessemer  &  Lake  Erie  fixed  charges  consists  of  rental  paid  to  Pittsbuish, 
Bessemer  &  Lake  Erie,  the  result  of  the  operation  of  these  two  roads  must  be  considered  together. 

•Common. 

'  PrSerred. 

•Operated  by  Bessemer  &  Lake  Erie. 

'  Net  operating  revenue  is  amount  remaining  after  payment  of  operating  expenses  and  cost  nf  mainte- 
nance of  the  property.  Net  income  is  amount  remaining  after  payment  of  operating  expenses,  cost  of 
maintenance,  taxes,  rentals.  Interest  on  bonds,  and  other  fixed  charges. 

'  Tills  shows  percentage  actually  earned  net  on  capital  stock  after  all  expenses,  rentals,  taxes,  Interest, 
etc,  have  been  taken  care  of.  It  should  be  noted  that  while  no  dividends  were  actually  paid  In  some  cases, 
there  was  this  percentage  available  for  dividends,  some  or  all  of  which  the  railroad  elected  to  hold  as  sur- 
plus or  appropriate  for  betterments. 


Mr.  Reed.  I  understand,  Mr.  Chairman,  that'  you  expect  to  tafce 
up  these  items  one  by  one  and  to  give  us  an  opportunity  of  explain- 
ing or  correcting  the  figures  mentioned? 

The  Chairman.  Exactly.  This  Statement  is  taken  from  reports 
to  the  Interstate  Commerce  Commission.  They  may  or  not  be  cor- 
rect.    I  am  not  here  to  vouch  for  them. 

Mr.  Baktlett.  Are  they  compiled  from  the  reports  of  the  rail- 
roads themselves? 

Mr.  Reed.  I  think,  as  far  as  they  go,  they  are  perfectly  correct, 
but  the  trackage  of  the  Bessemer  &  Lake  Erie  Railroad,  accord- 
ing to  my  advice,  instead  of  being  213  miles  is  208  miles  of  main 
line,  28  miles  of  branches,  12  miles  operated  under  trackage  rights. 
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128  miles  of  second  track,  and  187  miles  of  sidings.  While  the 
capital  stock  of  the  operating  road  is  only  $500,000,  as  stated  by  the 
chairman,  yet  the  capital  stock  of  the  road  which  bnilt  and  owns 
the  line  was  $12,000,000  in  stock  and  some  $7,000^000  in  bonds. 

The  Chairman.  Do  you  refer  to  the  Bessemer  &  Lake  Erie  Rail- 
road? 

Mr.  Seed.  I  am  talking  of  the  road  operated  by  the  Bessemer 
&  Lake  Erie  Railroad,  which  is  owned  by  the  Pittsburgh,  Bessemer 
&  Lake  Erie  Railroad  Oo,j  which  made  the  investment. 

The  GHAiEMAnr.  We  will  go  into  that. 

We  will  first  hear  Mr.  Baird. 

STATEMENT  OF  MR.  F.  C.  BAIRD. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chaieman.  Mr.  Baird,  are  you  in  the  employ  of  the  Bes- 
semer &  Lake  Erie  Railroad  Co.? 

Mr.  Baibd.  I  am. 

The  Chaieman.  Are  you  in  the  employ  of  the  Pittsburgh,  Bes- 
semer &  Lake  Erie  Railroad  Co.? 

Mr.  Baied.  No,  sir. 

The  Chairman.  Are  you  in  the  employ  of  the  Union  Railroad 
Co.? 

Mr.  Baied.  No,  sir.  I  wiU  qjialiiy  my  statement  in  regard  to 
the  Pittsburgh,  Bessemer  &  Lake  Erie  Railroad  Co.  by  saying  that 
I  am  in  charge  of  the  supervision  of  the  traffic  traFeJing  over  its 
rails,  which  -are  leased  to  the  Bessemer  &  Lake  Erie  Railroad  Co., 
but  I  fcn'ow  only  the  Bessemer  &  Lake  Erie  Railroad  Co. 

The  Chaieman.  Whait  is  you  position  with  this  road? 

Mr.  Baied.  General  freight  agent. 

The  Chaieman.  Will  you  explain  to  this  committee  as  fully  as 
you  can  the  duties  of  a  general  freight  agent?  • 

Mr.  Baied.  The  duties  of  a  general  freight  agent  are  usually 
construed  as  'being,  first,  the  necessity  of  securing  all  traffic  pos- 
sible from  the  territory  tributary  to  the  rails  of  the  company  which 
employs  him,  to  see  that  its  rates  are  adjusted  on  a  proper  and  rela- 
tive IsMisis,  commercially  and  competitive,  and  to  handle  the  details 
of  supervising  the  tramsportation  and  the  proper  conduct  thereof. 

The  Chaieman.  In  determining  whether  rates  are  equitable,  com- 
mercial, and  competitive,  is  it  necessary  to  know  anything  of  the  cost 
of  the  service  rendered,  the  approximate  cost  ? 

Mr.  Baied.  I  should  say  in  the  instance  of  the  Bessemer  &  Lake 
Erie  Railroad  Co.  that  it  was  not. 

The  Chairman,  Is  it  generally  necessary  for  a  freight  agent  to 
know  the  approximate  cost  of  the  service  rendered  in  order  to  know 
what  to  charge  for  the  service? 

Mr.  Baied.  I  do  not  consider  it  is. 

The  Chairman.  Have  you  made  any  such  inquiries  in  the  case  of 
the  Bessemer  &  Lake  Erie  RaUroad  Co.  ? 

Mt.  Baierd.  I  have  not.  ' 

Mr.  Baetlett.  You  state  that  you  do  not  consider  it  to  be  necessary 
in  fixing  chains  for  the  transportation  of  freight  over  railroads  to 
know  the  oost? 
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Mr.  Baikd.  Speaking  of  the  duties  of  a  general  freight  agent,  I  say 
it  is  not ;  it  does  not  come  within  his  province  to  investigate  that  end 
of  the  business. 

Mr.  Bartlett.  Then,  you  have  not  the  duty  of  determining  what 
your  road  should  reasonably  charge  for  the  transportation  of  freight  ? 

Mr.  Baied.  Perhaps  I  should  explain  that  I  ara  the  general  freight 
agent  with  full  charge  of  the  conduct  of  the  freight-traffic  affairs  of 
the  Bessemer  &  Lake  Erie  Railroad  Co.,  and  with  full  authority  to 
make  all  the  rates  covering  the  traffic  which  it  handles.  If  at  any 
time  I  make  rates  so  low  that  they  are  unremunerative  I  very  quickly 
hear  of  it  from  the  executive  officers  of  the  road.  They  have  their 
channels  of  information  from  different  sources,  they  get  their  freight 
revenues  and  they  have  their  cost?,  and  it  is  within  the  province  of 
those  gentlemen  to  decide  whether  they  shall  instruct  for  higher  rates 
or  otherwise. 

Mr.  Baetlett.  You  make  the  rate,  and  if  you  make  it  too  low  they 
determine  whether  or  not  it  is  remunerative? 

Mr.  Baied.  It  would  be  reflected  in  the  operations  of  the  road,  and 
if  the  traffic  was  not  remunerative  I  would  be  called  upon  to  explain 
why  the  rates  were  of  such  low  volume. 

Mr.  Baetlett.  What  factors  do  you  take  into  consideration  in  de- 
termining whether  or  not  to  fix  a  rate  ? 

Mr.  Baied.  I  have  never  been  called  upon  to  exercise  any  preroga- 
tive whatever  in  that  respect  for  the  reason  that  the  Bessemer  &  Lake 
Erie  Railroad  Co.  was  the  last  comer,  we  might  say,  in  serving  any 
lake  port,  and  they  have  found  an  absolutely  fixed  situation,  and 
regardless  of  cost  of  operation  or  any  other  factor  entering  into  the 
successful  operation  of  the  railroad,  we  had  to  meet  the  rates  which 
we  found  in  force  via  other  ports  by  other  carriers. 

Mr.  Baetlett.  This  railroad  is  rather  an  exception  to  the  rule 
which  is  followed  by  the  railroads  generally  in  fixing  the  rates  of 
freight? 

Mr.  Baied.  No;  it  is  not  an  exception;  but  I  simply  qualify  my 
position  by  stating  that  they  never  ha^  occasion  to  consider  it  one 
way  or  the  other  because  the  situation  from  a  rate  standpoint  was 
absolutely  settled  and  fixed,  commercial  and  competitive,  via  the  other 
lake  ports,  and  we  met  the  situation  as  we  found  it,  just  the  same  as  a 
man  on  the  finished  end  if  he  has  a  ton  of  pig  iron  to  sell  he  has  to 
meet  the  competition. 

The  Chairman.  You  have  stated  that  if  the  rates  were  so  low  as 
not  to  be  remunerative  you  would  hear  from  your  superiors.  Suppose 
you  made  a  mistake  and  put  it  too  high,  would  you  expect  a  like 
result  ? 

Mr.  Baied.  If  it  was  unreasonable,  I  would  be  very  likely  to  hear 
from  it. 

The  Chairman.  If  it  were  too  high? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  Have  you  had  any  complaints  of  that  kind? 

Mr.  Baied.  From  the  snipping  contingent  only. 

The  Chaieman.  Is  it  a  fact  that  this  road  is  now  making  334  per 
cent  per  annum  ? 

Mr.  Baied.  No;  that  is  not  correct.  Of  course,  the  Bessemer  & 
Lake  Erie  Railroad  Co.,  with  its  small  mileage  of  8J  miles — I  pre- 
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sume  it  does  look  large— but  take  the  Pittsburg,  Bessemer  &  Lake 
Erie ;  I  think  they  are  operating  only  on  a  fair  basis. 

The  Chairman.  Where  does  the  Bessemer  &  Lake  Erie  Eailroad 
start ;  what  is  its  origin? 

Mr.  Bahed.  What  we  call  the  northern  terminus  would  be  Erie,  Pa. 

The  Chaikman.  Where  does  that  end? 

Mr.  Baird.  In  the  center  of  the  city  of  Erie. 

The  Chairman.  Does  it  not  end  at  a  dock? 

Mr.  Baird.  Not  at  Erie. 

The  Chairman.  But  at  Conneaut  ? 

Mr.  Baird.  Erie  is  the  northern  terminus,  and  from  Albion  we 
divert  to  Conneaut  by  a  branch  line,  where  we  take  the  iron  ore  from 
Lake  Erie. 

The  Chairman.  The  road  runs  from  Erie  to  Pittsburgh? 

Mr.  Baird.  To  the  outskirts  of  Pittsburgh.  We  do  not  enter  the 
city. 

The  Chairman.  The  city  of  Pittsburgh  ? 

Mr.  Baird.  No,  sir. 

The  Chairman.  You  run  to  Bessemer  ? 

_Mr.  Baird.  Bessemer,  Duquesne,  Homestead,  and  the  Braddock 
district. 

The  Chairman.  Is  Erie  or  Conneaut  the  real  origin  of  your 
freight,  the  bulk  of  your  freight  ? 

ifi.  Baird.  All  the  lake  traffic  is  handled  through  Conneaut  Har- 
bor. 

The  Chairman.  Is  your  lake  traffic  the  bulk  of  its  traffic  ? 

Mr.  Baird.  No ;  not  the  bulk. 

The  Chairman.  Do  you  mean  to  state  now  that  the  carriage  from 
the  lake  to  Bessemer  is  not  the  bulk  of  your  ore  traffic  ? 

Mr.  Baird.  You  are  opposing  the  ore  to  all  the  rest  of  the  traffic. 

The  Chairman.  Yes,  sir.     I  mean  from  the  lake  to  Bessemer. 

Mr.  Baird.  The  iron  ore  in  the  aggregate  handled  by  the  Bessemer 
&  Lake  Erie  Eailroad  represents  50  per  cent  of  its  tonnage ;  that  is,  in 
round  numbers ;  it  varies. 

Mr.  Reed.  That  is,  in  both  directions  ? 

Mr.  Baird.  The  aggregate. 

The  Chairman.  Wlio  built  the  road  ? 

Mr.  Baird.  It  is  a  combination  of  several  small  roads.  The  nu- 
cleus of  it  was  formed  with  the  first  discovery  of  oil  in  western  Penn- 
^Ivania,  from  the  old  Bullion  field  to  Shenango,  in  connection  with 
the  Erie  Eailroad,  then  the  Atlantic  &  Western,  and  from  that  it 
was  extended  to  Butler,  where  it  connected  with  the  then  Pittsburgh 
&  Western  Railroad,  and  it  was  subsequently  extended  north  to  Erie, 
Pa.,  and  Conneaut  Harbor.  That  was  by  the  Pittsburgh,  Bessemer 
&  Lake  Erie. 

Thie  Chairman.  Was  not  this  road,  as  now  constructed,  from  Con- 
neaut to  Bessemer,  put  in  its  present  shape  by  Mr.  Carnegie? 

Mr.  Bahcd.  It  was  put  in  its  present  shape  by  the  Pittsburgh, 
Bessemer  &  Lake  Erie  Railroad  Co.  by  acquiring  the  Pittsburgh, 
Shenango  &  Lake  Erie,  then  not  very  much  of  a  railroad,  consistent 
with  the  tax  that  would  be  placed  upon  it  in  handling  a  heavy  new 
tonnage. 
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The  Chairman.  Who  owns  the  stock  of  the  road — ^the  Carnegie 
company? 

Mr,  Baisd.  I  do  not  know  specifically.  I  understand  that  they 
own  perhaps  51  or  52  per  cent  of  it. 

Mr.  Kbed.  The  Carnegie  Steel  Co.,  of  New  Jersey,  owns  51  per 
cent  of  the  stock  of  the  Pittsburgh,  Bessemer  &  Lake  Erie  Railroad 
and  all  of  the  stock  of  the  Bessemer  &  Lake  Erie  Railroad. 

Mr.  Baied.  The  remainder  is  scattered  all  ov&r  the  United  States, 
I  understand. 

The  Chairman.  You  were  connected  with  that  road  at  the  time 
the  Carnegie  company  controlled  it? 

Mr.  Baied.  I  was  employed  in  the  freight-traffic  department  at 
that  time  in  a  clerical  position — not  in  an  official  capacity. 

The  Chairman.  The  purpose  of  the  Carnegie  company  in  getting 
control  of  that  road  or  the  stock  of  the  road  was  to  make  ite  ship- 
ments of  ore  from  the  Lake  Superior  region  to  its  plants  in  Pitts- 
burgh ? 

Mr.  Baird.  I  do  not  consider  that  that  was  the  real  necessity  or 
the  intent  of  their  action  in  the  premises.  I  am  not  familiar  with  the 
details  attending  the  negotiations  leading  up  to  the  transaction,  but 
from  observation  I  think  I  have  a  general  idea  of  what  the  real 
necessity  was.  Tlie  road  at  that  time  was  controlled  by  a  gentleman, 
Col.  S.  B.  Dick,  of  Meadville,  Pa.,  who  had  no  funds  to  sustain  it, 
and  he  conceived  the  idea  of  making  it  a  lake  to  Pittsburgh  railroad. 
He  approached  Mr.  Carnegie,  as  I  understand  it,  with  this  propo- 
sition. 

Mr.  Young.  You  are  testifying  to  what  you  know  or  to  what  you 
have  heard? 

Mr.  Baied.  Just  the  general  tenor  of  the  events  leading  up  to  tihe 
present  situation. 

Mr.  Young.  From  your  personal  knowledge? 

Mr.  Baied.  Not  from  my  personal  knowledge ;  I  did  not  see  it  with 
my  eyes,  but  I  know  it  is  practically  correct.  It  is  just  for  your 
information ;  what  led  up  to  the  present  status  of  the  road.  There 
was  a  three-cornered  contract  entered  into  by  Mr.  Dick,  representing 
this  railroad,  the  Union  Railroad,  for  the  interchange  of  traffic  be- 
tween the  various  railroads  connecting  with  and  mills  located  on  the 
Union  Railroad  and  the  Carnegie  Steel  Co.,  and  on  Mr.  Dick's  rep- 
resentation that  he  could  carry  out  this  contract  he  had  placed  the 
rates  from  the  lake  to  the  furnaces  so  absurdly  low  that  it  very 
quickly  developed  that  they  could  not  sell  on  the  basis  of  his  pros- 
pectus the  bonds  necessary  to  rehabilitate  the  then  very  poor  con- 
ditioned road.  Now,  this  contract  was  entered  into  by  two  gentle- 
men without  the  counsel  of  practical  railroad  men,  and  as  soon  as 
practical  railroad  men  were  brought  in 

The  Chaieman    (interposing).  What  contract? 

Mr.  Baied.  The  three-cornered  contract  between  the  Pitt^rarg 
&  Shenango  Railroad,  the  Carnegie  Steel  Co.,  and  the  Union  Rail- 
road— I  believe  you  have  a  copjr  of  the  contract.  They  very  quicikiy 
ascertained  that  they  could  go  into  the  contract,  but  that  they  were 
not  going  to  make  enough  money  imder  the  rates  which  the^  con- 
tracted to  make  to  rebuild  the  road,  and  they  overlooked  entii?ely  the 
necessity  of  a  complete  reconstruction  of  that  railroad;  not  only 
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rails,  ties,,  and  sidinga,  but  grades,,  bridges,  and,  in  f act^  every  factor 
that  enters  into  the  proper  construction  of  a  modern  railroad. 

The  Ckaibman.  Do  jaa.  know  what  the  charge  was  under  the  con- 
tract from  Conneaut  to  Pittsburgh? 

Mr.  Bairo.  On  iron  ore? 

The  CHAiKMAMi.  Yes,  sir. 

Mr.  Baird.  Seventy-eight  cents. 

The  Chairman.  Did  they  not  have  a  contract  by  which  they 
charged  28  cents? 

Mr.  Baird.  I  do  not  understand  the  question. 

The  Chairman.  Did  they  not  have  a  contract  by  which  they 
chaifged  28  cents  per  ton  ? 

Mr.  Baird.  Not  to  my  knowledge;  no,  sir.  When  this  contract 
was  entered  into  there  was  a  promise  of  am  enormous  limes-tone  ton- 
nage, which  never  developed,  and  there  was  an  expectation  of  reach- 
ing into  the  coke  fields  with  an  enormous  tonnage,  which  never  de- 
veloiped.  When  these  other  people  were  put  in  that  position  they 
then  found  it  necessary  to  go  into  the  market  and  purchase  51  per 
cent  of  the  stock  to  protect  themselves  in  their  contract.  That  is 
what  led  up  to  the  present  status. 

Mr.  Gardner.  How  did  that  protect  them  in  their  contract  ? 

Mr.  Baird.  Their  interests  were  there.  They  had  a  contract  to  do 
certain  things,  but  the  contract  could  not  be  fifiied  with  the  railroads 
not  eqmpped  to  handle  the  tonnage. 

The  Chairman.  What  is  the  mileage  of  the  Bessemer  &  Lake  Erie  ? 

Mr.  Baird.  I  think  it  is  8^  miles,  operating  between  Kremis,  Pa., 
and  what  we  call  K-0  Junction. 

The  Chairman.  That  isi  the  Bessemer  &  Lake  Erie  ? 

Mr.  Baird.  Yes,  sir. 

Mr.  Gardner.  That  is  8|  miles? 

Mr.  Baibp.  Yes,  sir;  and  it  connects  with  the  rails  of  th©  Pitts- 
burg, Bessemer  &  Lake  Erie,  which  is  a  railroad  proper 

The  Ghaerman  (interposing) .  The  Bessemer  &  La^e  Erie  is  a  sep- 
arate and  distinct  corporation,  having  a  road  8^  miles  in  length,  ex- 
tending from  the  town  of  Bessemer  into  the  dty  of  Pittsburgh 

Mr.  Baird  (interrupting).  No. 

The  Chairman,  What  are  the  termini? 

Mr.  Baird.  The  Bessemer  &  Lake  Erie  runs  from  Cut-Off  Junc- 
tion, or  K-O  Junction,  to  Kremis,  but  that  was  made  nece^ry  by 
reason  of  topographical  conditions  there.  They  put  up  a  high  line 
to  eliminate  a  very  serious  and  very  crooked  dip  in  between  two 
watersheds,  you  might  say.  They  built  straight  over  and  got  a  high 
line  or  level  and  called  it  the  Bessemer  &  Lake  Erie  Railroad,  and 
leased  the  Pittsburg,  Bessemer  &  Lake  Erie. 

The  Chairman.  In  order  to  construct  that  high  Ime  was  it  neces- 
sary to  make  this  8^  miles  of  railroad  a  separate  and  distinct  cor- 
poration? 

Mr.  Baird.  I  suppose  for  some  financial  reason  it  was.    1  do  not 

know  as  to  that. 

The  Chairman.  Not  the  physical  reason? 

Mr.  Baird.  No;  not  the  physical  reason. 

The  Chairman.  What  was  the  termini  of  this  8^  miles  of  road? 
The  Pittsburg,  Bessemer  &  Lake  Erie  and  the  Bessemer  &  Lake 
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Erie,  as  you  come  down  from  Conneaut,  is  all  one  continuous  line  of 
track? 

Mr.  Baibd.  This  enters  into  and  is  part  of  the  through  track  from 
Conneaut  Harbor  to  North  Bessemer 

The  Chairman  (interposing) .  What  I  am  driving  at  is  this- 


Mr.  Baibd.  Here  is  a  map  which  gives  it  in  full  detail,  if  you  would 
like  to  see  it. 

(Mr.  Baird  here  handed  a  map  to  the  chairman.) 

The  Chairman.  The  Bessemer  &  Lake  Erie  has  terminals  at  Pitts- 
burgh ? 

Mr.  Baied.  We  have  no  terminals  at  Pittsburgh. 

Mr.  Bartlett.  The  Bessemer  &  Lake  Erie  extends  from  Kremis 
to  Osgood 

Mr.  Baied  (interrupting).  It  is  K-0  Junction. 

Mr.  Gardner.  Will  you  wait  a  moment  until  we  find  those  places 
on  the  map? 

(The  witness  here  pointed  out  on  the  map  the  places  involved.) 

The  Chairman.  WTiat  I  am  driving  at  is  this :  This  road  runs  into 
Pittsburgh  and  connects  with  the  Union  Road. 

Mr.  Baird.  Neither  one  runs  into  Pittsburgh. 

The  Chairman.  Is  it  not  the  Union  Eailroad  of  Pittsburgh  ? 

Mr.  Baird.  They  enter  the  Pittsburgh  district,  but  we  do  not  enter 
the  city  limits  of  Pittsburgh. 

The  Chairman.  They  run  into  the  plant  of  the  United  States  Steel 
Corporation  ? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  Does  this  Bessemer  &  Lake  Erie  find  any  terminal 
in  Pittsburgh  which  is  not  actually  in  some  mill  or  plant  of  the 
United  States  Steel  Corporation? 

Mr.  Baird.  For  our  general  traffic  going  into  Pittsburgh  we  use 
the  lines  of  other  railroads.  That  is,  we  use  the  Baltimore  &  Ohio 
terminal  and  the  Pittsburgh  &  Lake  Erie  and  the  Wabash,  and  the 
Buffalo,  Rochester  &  Pittsburgh,  and  what  is  known  as  the  Pitts- 
burgh &  Western,  now  controlled  by  the  Baltimore  &  Ohio  Railroad ; 
in  fact,  we  make  all  the  deliveries  in  the  city  over  the  rails  of  other 
railroads. 

The  Chairman.  You  have  no  physical  connection 

Mr.  Baird  (interposing).  We  have  no  terminals  within  the  city 
limits  that  make  possible  our  delivery  by  our  own  rails. 

The  Chairman.  And  there  is  no  physical  connection  with  any 
terminal  other  than  some  place  of  the  United  States  Steel  Cor- 
poration ? 

Mr.  Baird.  We  have  coal  mines. 

The  Chairman.  I  mean  for  delivering  generally. 

Mr.  Baied.  We  have  on  the  Union  Eailroad  some  public  team 
tracks  for  general  business. 

The  Chairsian.  Public  team  tracks? 

Mr.  Baied.  Public  team  tracks ;  yes. 

The  Chairman.  What  do  you  mean  by  public  team  tracks  ? 

Mr.  Baird.  For  instance,  you  are  living  at  Homestead  and  you 
have  a  carload  of  hay  come  in  there.  It  will  be  placed  on  this  track, 
from  which  you  could  remove  it  with  a  wagon  and  team. 

The  Chairman.  That  is,  you  couple  alongside  of  the  track  to  get 
it  out  of  the  car  ? 
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Mr.  Baied.  Yes,  sir. 

The  Chairman.  There  is  a  station? 

Mr.  Baibd.  It  is  under  the  jurisdiction  of  a  station. 

The  Chaieman.  But  it  is  not  an  actual  station ;  it  is  not  a  freight 
station  ? 

Mr.  Baied.  It  is  not  a  specific  station. 

The  Chairman.  You  have  built  no  freight  depots  dedicated  to 
that  purpose  ? 

Mr.  Baird.  No,  sir;  because  in  that  particular  district  there  is 
very  little,  if  any,  general  business  of  that  character.  It  is  in  the 
mill  district,  and  the  only  business  practically  there  would  be  all 
domestic  consumption,  catered  to  and  handled  by  the  city  trade. 

The  Chairman.  What  is  the  mileage  of  the  Pittsburgh,  Bessemer 
&  Lake  Erie  and  the  Bessemer  &  Lake  Erie  combined  ? 

Mr.  Baird.  Our  main-line  mileage,  I  believe,  is  about  210  miles; 
and  by  the  way,  the  main  line  is  double-track,  slag,  limestone  ballast, 
and  steel  ties,  100-pound  rail,  of  which  we  are  very  proud. 

The  Chairman.  A  good  road? 

Mr.  Baied.  Yes,  sir ;  first  class. 

The  Chairman.  At  what  point  does  the  Pittsburgh,  Bessemer  & 
Lake  Erie  connect  with  the  lines  of  the  Union  Railroad  ? 

Mr.  Baied.  The  physical  connection  is  effected  at  North  Bessemer, 
Pa.  I  might  add  there  that  9  miles,  I  believe  it  was,  of  the  original 
line  were  leased  to  the  Union  Railroad  for  the  proper  conduct  of  its 
operations. 

Mr.  Gardner.  What  is  the  Union  Railroad  ? 

Mr.  Baied.  It  is  a  terminal  railroad  connecting  the  Pittsburgh, 
Bessemer  &  Lake  Erie  with  the  Baltimore,  the  Pittsburgh  &  Lake 
Erie,  and  the  Wabash  Roads,  and  serving  the  mills  tributary  to  its 
rails — the  mills  and  furnaces. 

The  Chaieman.  Just  state  there  what  are  the  number  of  stations 
or  shipping  points  on  the  Union  Railroad. 

Mr.  Baied.  Bessemer,  South  Duquesne,  Munhall,  Homestead, 
Rankin,  Gascola,  Mifflin,  Universal.  That  embraces  the  principal 
milling  points — cement,  steel,  and  coal. 

The  Chairman.  What  are  the  principal  commodities  handled  by 
the  Bessemer  &  Lake  Erie? 

Mr.  Baird.  The  principal  commodities  are  iron  ore,  first;  bitu- 
minous coal,  second;  then  a  general  business,  the  same  as  any  other 
railroad  company,  would  represent  the  remaining  portion  of  its 
aggregate  tonnage. 

The  Chairman.  Can  you  give  us  approximately  the  tonnage  of 
these  several  commodities  for  the  year  1910  handled  by  the  Bessemer 
&  Lake  Erie  or  by  the  Pittsburgh,  Bessemer  &  Lake  Erie  and  by  the 
Union  Railway  ? 

Mr.  Baied.  I  could  not  for  the  Union  Railway,  for  the  reason 
that  they  switch  for  all  of  the  railroads  centering  in  that  district; 
but  for  our  own  road  I  could  give  you  the  approximate  tonnages. 

The  Chairman.  What  are  they? 

Mr.  Baied.  I  will  give  it  in  round  numbers:  Iron  ore,  7,000,000; 
coal,  3,500,000;  iron  and  steel,  about  700,000.  The  remainder  would 
be  made  up  of  the  full  range  of  commodities  that  any  other  railroad 
handles,  up  to  the  aggregate  of  13,000,000  tons. 
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The  Chairman.  7,000,000  tons  of  iron  ore  for  1910  is  very  much 
below  your  average  haul  of  iron  ore,  is  it  not? 

Mr.  Baied.  I  do  not  understand  the  question. 

The  Chairman.  Is  not  7,000,000  tons  of  ivtm  ore  for  the  Besse- 
mer &  Lake  Erie  or  for  the  Pittsburg,  Bessemer  &  Lake  Erie  very 
much  below  the  average  amount  of  ore  hauled  by  this  road  for  the 
year? 

Mr.  Baird.  No,  sir ;  it  is  not.  I  think  that  was  probably  the  larg- 
est year  the  road  has  ever  experienced. 

Mr.  Young.  1910? 

Mr.  Baied.  Yes,  sir. 

The  Chairbian.  Give  me  the  tonnages  for  the  other  commodities 
hauled  over  this  road? 

Mr.  Baied.  I  do  not  remember  them  in  detail. 

The  Chairman.  Outside  of  ore  and  coal. 

Mr.  Baikd.  It  is  a  full  range  lap  to  approximately  13,000,000  tons 
of  commodities  that  any  other  road  would  handle. 

The  Chairman.  What  is  the  total,  approximately,  the  total  ton- 
nage of  the  Bessemer  &  Lake  Erie  or  the  Pittsburg,  Bessemer  & 
Lake  Erie? 

Mr.  Baird.  For  1910  the  aggregate  tonnage  was  13,000,000  tons. 

Mr.  Reed.  I  might  state  the  Pittsburgh  &  Lake  Erie  does  not  op- 
erate any  trains  now.  All  of  the  operation  of  its  road  is  done  by 
the  Bessemer  &  Lake  Erie. 

The  Chairman.  Yes,  sir ;  but  not  the  Pittsburg,  Bessemer  &  Lake 
Erie. 

Mr.  Reed.  The  Pittsburg,  Bessemer  &  Lake  Erie  is  inactive. 

The  Chairman.  I  understood  him  to  say  the  Pittsburg,  Bessemer 
&  Lake  Erie  had  the  Bessemer  &  Lake  Erie  under  lease. 

Mr.  Baird.  No,  sir;  just  the  reverse. 

The  Chairman.  My  impression  has  been,  until  the  witness  went 
on  the  stand,  that  the  Bessemer  &  Lake  Erie  leased  the  Pittsburg, 
Bessemer  &  Lake  Erie. 

Mr.  Baird.  That  is  correct. 

Mr.  Reed.  Yes,  sir ;  that  is  correct. 

The  Chairman.  The  operation  of  the  Bessemer  &  Lake  Erie  and 
the  Pittsburg,  Bessemer  &  Lake  Erie  and  the  Union  Railroad  was 
under  the  general  supervision  of  the  Pittsburg,  Bessemer  &  Lake 
Erie? 

Mr.  Baird.  With  the  exception  of  the  Union  ? 

Mr.  Gardner.  That  is,  the  tail  leases  the  dog — the  little  thing 
leases  the  big  one  ? 

Mr.  Baikd.  Yes,  sir ;  ydu  are  right. 

The  Chairman.  What  percentage  of  this  tonnage  is  lake  coal? 

Mr.  Baird.  Our  lake  coal  for  the  year  1910  was,  in  round  num- 
bers, about  500,000  tons.  This  year  it  will  be  considerable  less  than 
that.     It  will  not  exceed  300,000  tons. 

Ml'.  Young.  You  mean  coal  going  w^t? 

Mr.  Baird.  Coal  going  north  to  transship  by  vessel  at  Connfiaut 
Harbor.  The  rest  of  our  bituminous  coal  is  coal  scattered  all  over 
the  Province  of  Ontario,  northern  New  York,  Pennsylvania,  and 
Ohio. 
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The  Chairman.  You  have  stated  that  this  road  brought  ore  from 
Conneaut  Harbor  for  the  various  plants  of  the  United  States  Steel 
Corporation.    What  is  the  rate  on  that  ore? 

Mr.  Baerd.  At  the  present  time  it  is  96  cents  for  ore  taken  from 
the  vessel  and  immediately  transferred  to  the  car.  When  placed  on 
the  dock  and  then  to  the  car,  it  would  be  $1.04. 

The  Chairman.  What  allowances  are  given  the  Union  Railroad? 

Mr.  Baird.  You  mean  in  general? 

The  Chairman.  On  its  ore. 

Mr.  Baird.  On  this  ore,  26  cents  a  ton. 

Mr.  Young.  I  did  not  get  that ;  what  is  that  ? 

Mr.  Baird.  The  allowance  given  the  Union  Railroad  is  26  cents  a 
ton  on  this  ore.  That  is  the  proportion  of  the  through  rate  which 
is  accorded  to  the  Union  Railroad  for  the  service  which  it  performs. 

Mr.  Young.  How  much? 

Mr.  Baird.  Twenty-six  cents  per  gross  ton. 

Mr.  Young.  What  is  the  freight  rate? 

Mr.  Baird.  Ninety-six  cents  a  ton  on  direct  ore. 

The  Chairman.  What  is  the  general  of  other  freight? 

Mr.  Baird.  You  mean  the  average? 

The  Chairman.  Yes. 

Mr.  Baird.  The  average  would  be  about  15  cents  per  ton  on  the 
variation  in  the  figures. 

The  Chairman.  Describe  the  character  of  service  performed  in 
tendering  shipments  of  iron  ore  to  the  furnaces  for  which  you  get  this 
26  cents  a  ton. 

Mr.  Baird.  Of  course,  I  guess  I  had  better  describe  that  by  stat- 
ing that  the  Bessemer  &  Lake  Erie  Railroad  receives  the  cars  from  the 
dock  company  at  Conneaut  Harbor  in  straight  train-load  lots,  ap- 
proximating 2,000-ton  trains.  They  are  transported  to  North  Bes- 
semer, Pa.,  to  the  point  of  contact  with  the  Union  Railroad,  without 
the  classification  or  grading  or  any  service  whatsoever.  The  Union 
Railroad  is  geographically  situated  where  it  must  of  necessity  per- 
form the  services  which  would  fall  to  the  Bessemer  &  Lake  Erie,  were 
it  one  system  from  the  lake  ports  to  the  furnaces — between  the  fur- 
naces. At  North  Bessemer  the  Union  Railroad  has  been  called  upon 
to  provide  enormous  yards,  and  for  every  foot  of  yard  they  have  dug 
out  several  tiers  of  rock  and  soil  to  make  that  room.    They  at  that 

Soint  will  then  classify  the  ore  as  per  furnace  requirements,  and  make 
eliveries  in  accord  with  requirements  of  the  various  furnaces,  and 
they  are  not  awarded  any  too  much  from  the  through  rates  for  the 
service  which  they  perform  in  our  estimation  as  railroad  men. 

The  Chairman.  What  per  cent  or  what  proportion  of  the  mileage 
of  the  Union  Railroad  is  located  on  the  property  of  the  United 
States  Steel  Corporation? 

Mr.  Baird.  It  is  located  on  its  own  property,  as  I  understand  it. 
It  is  incorporated  under  the  laws  of  the  State  of  Pennsylvania  and 
has  powers  of  eminent  domain,  and  enjoys  the  full  prerogatives  of 
any  other  railroad,  however  large  it  may  be,  within  the  State  of 
Pennsylvania ;  but  it  is  on  its  own  right  of  way  up  to  the  gates  of  the 
various  furnaces  or  mills.    That  is  the  best  of  my  understanding. 

The  Chairman.  I  did  not  make  myself  sufficiently  clear.  How 
much  of  this  mileage  is  on  land  over  whioh  you  have  a  mere  easement, 
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like  over  a  street,  and  how  much  of  it  is  located  on  property  to  which 
you  have  the  title  ? 

Mr.  Baied.  They  have  the  title  to  all  the  right  of  way  traversed 
by  their  rails  up  to  the  point  of  interchange  with  the  mill  or  furnace. 

The  Chairman.  Do  they  have  the  title  to  it  for  any  and  all  pur- 
poses? 

Mr.  Baied.  Absolutely;  yes,  sir. 

The  Chairman.  It  is  their  own  land  absolutely? 

Mr.  Baird.  Yes,  sir.     It  is  a  Pennsylvania  corporation. 

The  Chairman.  Have  the  other  concerns,  like  Jones  &  Lau^lin 
and  any  other  of  them,  switching  facilities  similar  to  the  Union  Rail- 
road— for  instance,  the  Republic  Iron  &  Steel? 

Mr.  Baird.  The  Republic  Iron  &  Steel  have  no  interest  in  the  Pitts- 
burgh district  that  I  know  of. 

The  Chairman.  They  are  at  Youngstown  ? 

Mr.  Baird.  Yes,  sir.  Jones  &  Laughlin  have  extensive  operations. 
I  understand  that  they  have  a  terminal  railroad  of  substantial  pro- 
portions, although  I  have  never  seen  it. 

The  Chairman.  What  other  nominally  independent  concerns  or 
actually  independent  concerns  are  there  that  manufacture  steel  on  a 
large  scale  at  Pittsburgh? 

Mr.  Baird.  That  depends  on  what  the  word  "  large  "  would  indi- 
cate. There  are  a  great  many  independent  manufacturers  there.  Of 
course  Jones  &  Laughlin 

The  Chairman  (interposing).  Over  $20,000,000  or  $30,000,000 
capital  ? 

Mr.  Baird.  I  am  not  versed  in  those  lines,  Mr.  Chairman ;  but  of 
course  Jones  &  Laughlin  are  the  large  institution.  There  is  the 
Oliver  Iron  &  Steel  Co. 

The  Chairman.  Are  their  switching  facilities  incorporated  as  is 
the  Union  Railroad,  with  a  like  division  of  rates  ? 

Mr.  Baird.  You  mean  Jones  &  Laughlin? 

The  Chairman.  Yes;  or  the  other. 

Mr.  Baird.  You  mean  receiving  an  allowance  from  the  through 
rate? 

The  Chairman.  Yes. 

Mr.  Baird.  They  are. 

The  Chairman.  Do  you  know  what  that  allowance  is? 

Mr.  Baird.  I  do  not. 

The  Chairman.  Do  any  other  concerns  receive  like  allowances? 

Mr.  Baird.  Not  to  my  knowledge.  I  am  not  very  familiar  with 
these  other  operations. 

Mr.  Reed.  The  witness,  I  might  suggest,  is  not  familiar  with  the 
terminal  allowance  situation.  Other  men  could  be  subpoenaed  who 
know  all  about  that. 

The  Chairman.  I  spoke  of  the  character  of  service  and  spoke  of 
the  physical  character  of  the  Union  Railroad.  The  services  ren- 
dered over  that  road  by  the  Union  Railroad  are  what  ? 

Mr.  Baird.  I  do  not  get  your  question. 

The  CHAtRMAN.  To  make  myself  clear,  does  the  Union  Railroad 
perform  any  other  services  than  taking  the  corporation's  cars  from 
the  lines  tendering  the  freight  and  delivering  them  at  the  various 
plants  of  the  United  States  Steel  Corporation? 


UNITED   STATES   STEEL   OOEPOBATION.  1969 

Mr.  Baied.  Yes,  sir;  they  do.  They  are  an  integral  part  of  a 
great  many  through  routes,  handling  overhead  business  for  the  ac- 
count of  various  railroads  with  whom  they  connect — for  instance,  be- 
tween the  Bessemer  &  Lake  Erie  and  the  Wabash  interests  at  Mifflin 
Junction  annually  they  will  handle  for  our  account  in  the  vicinity 
of  30,000  loaded  cars  of  freight,  embracing  all  kinds  of  freight.  They 
perform  a  similar  service  between  the  Bessemer  &  Lake  Erie  and  the 
Baltimore  &  Ohio  and  the  Pittsburgh  &  Lake  Erie. 

The  Chairman.  I  believe  you  said  the  Steel  Corporation  owns  the 
stock  of  the  Union  Eailroad? 

Mr.  Baikd.  I  do  not  know  as  to  that,  Mr.  Chairman. 

Mr.  Reed.  I  can  state  the  Carnegie  Steel  Co.  owns  the  stock  of  the 
Union  Railroad. 

The  Chairman.  Now? 

Mr.  B.BESD.  Yes. 

Mr.  Ga|!dner.  All  of  it  ? 

Mr.  Reed.  All  of  it. 

The  Chairman.  Are  any  shipments  from  steel  plants  located  on 
the  Union  Railroad  delivered  by  initial  lines  of  Pittsburgh  except 
through  the  Union  Railroad  ? 

Mr.  Baied.  I  could  not  say  as  to  that. 

The  Chairman.  What  compensation  does  the  Union  Railroad  re- 
ceive for  these  services  ? 

Mr.  Baird.  I  think  the  general  allowance — I  do  not  know  specific- 
ally. I  am  just  speaking  from  my  point  of  observation.  I  would 
say  it  would  be  an  average  of  about  15  cents  a  ton. 

The  Chairman.  Is  this  allowance  the  same  as  it  has  been  for  the 
past  few  years  ? 

Mr.  Baird.  I  could  not  say  as  to  the  details  of  that,  Mr.  Chairman. 
I  am  not  employed  by  the  Union  Railroad,  and  consequently  I  am 
not  familiar  with  the  details  of  their  operation  financially  or  with 
their  rates. 

The  Chairman.  Was  not  this  allowance  changed  in  June,  1909, 
from  a  per  car  basis  to  a  per  ton  basis  ? 

Mr.  Baied.  I  could  not  say  as  to  that.  We  have  always  been  on 
the  tonnage  basis — I  mean  the  Bessemer  &  Lake  Erie  operation. 

The  Chairman.  You  do  not  know  whether  the  Union  Railroad  did 
change  from  a  per  car  to  a  per  ton  basis  ? 

Mr.  Baied.  I  do  not  know  as  to  that.  We  have  always  been  on  a 
tonnage  basis. 

The  Chairman.  Do  you  know  whether  they  made  any  change  in 
1909? 

Mr.  Baied.  I  could  not  say  as  to  that.  I  have  not  followed  the 
question  at  all. 

The  Chairman.  You  do  not  know  anything  about  the  charges? 

Mr.  Baird.  Not  the  terminal  situation.  I  have  not  followed  that 
at  all.    We  have  very  little  interest  in  it. 

The  Chairman.  Can  you  give  the  annual  tonnage  which  your  road 
handles  inbound  to  the  Steel  Corporation? 

Mr.  Baied.  The  inbound? 
•     The  Chairman.  Yes. 

Mr.  Baird.  It  would  be  entirely  an  estimate  on  niy  part  if  I  do. 

The  Chairman.  You  have  that  information  available? 
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Mr.  Baied.  It  is  available,  yes,  sir;  but  it  would  be  approximately 
if  I  gave  it  now.  Including  the  iron  ore,  it  would  be  in  the  vicinity 
of  8,000,000  tons,  I  would  say. 

The  Chairman.  Can  you  give  the  tonnage  of  the  commodities 
which  the  Bessemer  &  Lake  Erie  received  from  the  Steel  Corporation 
plants  during  the  year  1909  ? 

Mr.  Baird.  Outbound? 

The  Chairman.  Yes. 

Mr.  Baied.  No,  I  do  not  recall  those  figures ;  but  1910  was  heavier, 
and  I  would  say  that  we  had  in  the  vicinity  of  between  600,000  and 
700,000  tons  of  steel,  manufactured  steel,  embracing  some  billets  and 
a  little  pig  iron. 

The  Chairman.  Have  you  any  idea  of  the  cost  per  ton  to  your 
line  for  this  transportation? 

Mr.  Baied.  I  have  not.  I  never  had  occasion  to  enter  into  any  cal- 
culations that  would  indicate  what  that  cost  might  be. 

The  Chairman.  I  will  ask  if  a  recent  report  of  the  Bessemer  & 
Lake  Erie  Eailroad  has  shown  an  average  transportation  cost  of  28 
cents  per  ton — if  you  have  that  report  ? 

Mr.  Baird.  I  have  seen  such  a  report,  but  I  do  not  recall  just  what 
the  figures  wfere,  but  probably  in  that  vicinity. 

The  Chairman.  Will  you  furnish  that  report  to  the  committee  ? 

Mr.  Baird.  Yes,  sir;  if  counsel  is  agreeable. 

The  Chairman.  I  understand,  as  general  freight  agent,  your  in- 
formation touching  the  manner  and  cost  of  transportation  and  the 
like  would  make  you  an  expert  on  rate  matters  generally,  particu- 
larly with  reference  to  the  rates  on  ore,  coal,  and  coke.     Is  that  true? 

Mr.  Baird.  I  would  not  accept  the  honor  of  being  nominated  as  an 
expert. 

The  Chairman.  As  general  freight  agent  your  time  is  given  to 
the  study  of  that  question,  is  it  not? 

Mr.  Baird.  I  do  not  think  that  anyone  in  the  freight-traffic  world 
to-day  is  competent  to  pose  as  an  expert,  I  do  not  care  who  he  is. 
You  have  physical  facts  to  deal  with  as  they  confront  you.  It  is  no 
theory  or  anything  but  physical  facts  to  deal  with  in  making  a  rate. 

The  Chairman.  What  I  mean  is,  as  general  agent  you  ha^e  to  do 
with  the  fixing  of  these  rates  for  this  road  on  these  millions  of  tons, 
and  you  have  to  consider  all  the  elements  that  enter  into  these 
matters.    That  is  your  business,  is  it  not? 

Mr.  Baied.  Yes,  sir. 

The  Chairman.  And  you  have  given  some  study  to  all  the  ele- 
ments that  enter  into  the  making  or  a  rate,  have  you  not  ? 

Mr.  Baird.  I  would  not  say  as  to  all  the  elements.  I  say  I  have 
made  a  study  of  our  own  rate  situation  to  make  rates  equitable,  to 
influence  the  movement  of  traffic  covered  by  those  rates,  and  on  a 
proper  and  relative  basis  with  its  competition.  That  is  about  our 
position  in  making  a  rate. 

The  Chair3ian.  Do  you  know  the  rate  obtaining  on  ore  in  the 
Missabe  territory  until  recently? 

]\Ir.  Baird.  All  I  know,  Mr.  Chairman,  is  what  little  I  have  read 
in  the  newspapers. 

The  Chairman.  A'Miat  was  that  rate  until  recently? 

Mr.  Baied.  In  regard  to  that,  I  believe  there  was  a  reduction  from 
perhaps  in  the  vicinity  of  80  cents  to  50  cents. 
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Mr.  Young.  Sixty  cents,  was  it  not  ? 

Mr.  Baird.  Yes.  We  do  not  follow  the  northwestern  situation 
very  closely,  and  I  know  very  little  about  their  business. 

The  Chairman.  Is  that,  in  your  opinion,  an  excessive  rate  ? 

Mr.  Reed.  Objected  to,  until  the  witness  is  shown  to  have  some 
information  as  to  the  cost  of  operation  and  maintenance  of  equipment, 
and  so  forth. 

The  Chairman.  Were  you  ever  over  that  road? 

Mr.  Baikd.  I  was  over  part  of  it  several  years  ago,  and  I  know 
absolutely  nothing  in  regard  to  their  operations  that  would  justify 
me  in  making  an  estimate  as  to  what  would  be  a  proper  rate  for 
them.  Anything  I  could  say  in  that  connection  would  be  of  very 
little  value  to  you. 

The  Chairman.  You  are  engaged  in  the  business  of  making  rates? 

Mr.  Baikd.  Yes,  sir. 

The  Chairman.  You  know,  as  you  say,  the  elements  that  enter  into 
a  rate.    Do  you  know  of  any  reason  why  this  rate  should  be  60  cents? 

Mr.  Baird.  I  can  only  answer  as  I  did  before.  I  know  absolutely 
nothing  about  physical  conditions  or  necessities  surrounding  the  mak- 
ing of  a  rate  in  the  northwestern  territory. 

Let  me  explain  what  I  mean.  You  can  make  a  rate  in  the  Pitts- 
burgh district  on  a  certain  commodity,  but  it  will  not  answer  the 
purpose  for  the  same  distance  and  the  same  conditions  in  another 
part  of  the  country.  There  are  all  different  conditions,  and  for  that 
reason  I  would  hesitate  very  much  to  even  approximate  a  rate  that 
might  be  considered  equitable  for  me  to  pay  some  other  railroad,  of 
whom  I  know  nothing. 

The  Chairman.  The  Interstate  Commerce  Commission  estimates 
the  average  return  per  ton-mile  is  $2.80  for  hauling  freight  generally. 

Mr.  Baird.  Is  that  the  cost? 

The  Chairman.  The  average  train,  when  it  moves  a  mile,  has  made 
$2.80. 

Mr.  Young.  Is  that  the  income?* 

The  Chairman.  That  is  the  gross  income,  the  average  earning 
power  of  the  train. 

These  trains  over  the  Duluth,  Missabe  &  Northern  carry  70  cars  of 
50  tons  each.  At  80  cents  a  ton  that  would  be  $50  a  train-mile.  Do 
you  know  any  reason  why  they  should  receive  $50  a  train-mile  instead 
of  $2.80?  Is  there  anything  in  the  condition  of  that  road  or  the 
character  of  the  traffic  that  would  justify  that  sort  of  a  charge? 

Mr.  Baird.  They  have  conditions  with  which  I  am  not  familiar, 
and  I  would  not  care  to  make  an  estimate  on  what  they  should  or 
should  not  do  under  those  circumstances,  so  far  as  their  earnings  or 
costs  are  concerned.  I  have  never  even  read .  one  of  their  annual 
reports.  I  do  not  know  what  their  operations  consist  of — that  is, 
taking  it  for  a  year.  It  would  not  be  reliable  information  that  I 
could  give  you,  or  an  opinion  that  would  be  worth  anything  to  you. 

The  Chairman.  Have  they  any  back  haul  ? 

Mr.  Baird.  I  understand  not. 

The  Chairman.  Would  not  that  enter  into  the  haul  from  the  range 
to  the  lake  if  they  had  to  go  back  with  empties?  Would  not  that 
justify  them  making  a  greater  charge  ? 

Mr.  Baird.  I  do  not  consider  that  in  making  rates ;  for  instance, 
the  rate  you  earn  on  one  commodity  shall  be  impaired  to  the  benefit 
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of  any  other  commodity  which  may  be  moving  in  the  opposite  direc- 
tion.    That  is  my  opinion  as  a  railroad  man. 

The  Chairman.  But,  as  a  general  principle,  in  fixing  a  freight  rate 
do  you  make  the  rate  lower  or  higher  on  your  initial  haul  if  you  have 
a  back  haul?     Does  it  affect  your  initial  haul  at  all? 

Mr.  Baied.  Your  iron-ore  rate  will  stand  on  its  own  feet,  in  my 
judgment,  as  it  should.  You  make  a  rate  that  is  proper  to  properly 
reimburse  your  railroad  and  to  place  the  consumers  of  that  iron  ore 
on  a  proper  manufacturing  basis.  I  might  qualify  that  to  show  just 
what  I  mean. 

Through  the  Pittsburgh  district,  the  Mahoning  and  Shenango  Val- 
ley district,  all  the  lake-front  cities  who  have  iron-ore  furnaces — 
in  southern  Ohio  and  western  New  York — the  freight  rates  on  all 
the  raw  materials  entering  into  a  ton  of  pig  iron  are  so  adjusted 
that  the  cost  of  the  ton  of  pig  iron  placed  in  the  car  at  each  fur- 
nace is  approximately  the  same  figure,  close  enough  to  say  it  is  the 
same. 

The  Chairman.  No  matter  what  the  distance  is  from  Conneaut  i 

Mr.  Baied.  For  instance,  you  have  a  short  haul  on  your  ore,  and 
you  have  a  corresponding  longer  haul  on  your  coal  and  coke  and 
limestone;  but  they  axe  all  so  interwoven  there  is  no  one  rate  that 
stands  by  itself. 

The  Chairman.  You  make  the  price  practically  the  same  from  the 
Valley  district  that  you  do  from  Pittsburgh  ? 

Mr.  Baied.  On  the  car ;  yes,  sir. 

The  Chairman.  Who  operates  in  the  Pittsburgh  district?  Is  it 
the  Steel  Corporation  principally? 

Mr.  Baird.  There  are  furnaces.  They  operate  a  portion  of  the 
furnaces  in  that  district. 

The  Chairman.  Who  operate  in  the  Valley  district — your  com- 
petitors ? 

Mr.  Baied.  There  are  a  great  many  independent  operators  there. 

The  Chairman.  What  is  the  distance  from  Conneaut  to  the  Valley 
district  ? 

Mr.  Baird.  It  would  be  approximately  75  miles. 

The  Chairman.  From  Conneaut  to  Pittsburgh? 

Mr.  Baied.  To  our  furnaces  we  would  haul  140  miles. 

The  Chaieman.  And  the  cost  of  getting  the  ore  to  the  furnace  is 
the  same  for  the  short  and  for  the  long  distance  haul  by  your  road? 

Mr.  Baied.  No. 

The  Chairman.  Practically  the  same  ? 

Mr.  Baird.  No,  sir. 

The  Chairman.  Is  that  right? 

Mr., Baird.  No,  sir. 

The  Chairman.  That  is  what  I  understood  you  to  say. 

Mr.  Baird.  No,  sir.  In  the  valleys  the  rate  will  be  a  trifle  lower 
than  the  rate  to  Pittsburgh,  but  coming  from  the  other  direction  they 
have  double  the  haul  on  their  coke  and  the  rate  is  correspondingly 
higher,  and  the  coal  is  correspondingly  higher;  so  that  the  aggregate 
of  the  cost  of  a  ton  of  pig  iron  on  the  car  in  their  mill  yards  is  ap- 
proximately the  same  at  all  furnaces,  not  excepting  any  of  those 
districts — ^that  is,  the  freight  rate  assembling  cost. 

Mr.  Danforth.  That  means  independent  of  the  steel  operations  ? 
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Mr.  Baibd.  All  furnaces  operating.  I  mean  barely  the  freight  rate 
assembling  cost.  It  takes  so  many  pounds  of  raw  material  to  make 
2,000  pounds  of  pig  iron,  and  the  freight  charge  on  this  raw  material 
to  make  this  ton  of  pig  iron  makes  the  freight  rate  assembling  cost 
per  ton  the  same  at  all  furnaces. 

The  Chairman.  The  rate  on  ore  from  the  valley  district  is  56 
cents  a  ton? 

Mr.  Baibd.  Yes,  sir. 

Mr.  YoTTNG.  From  where? 

Mr.  Baibd.  From  the  lake  ports. 

Mr.  Reed.  I  think  you  were  under  a  misapprehension  as  to  the 
Coimeaut  shipments;  there  are  no  Conneaut  shipments  to  the  valley 
furnaces  ? 

Mr.  Baibd.  None,  whatever. 

Mr.  Eeed.  All  the  valley  ore  comes  in  from  over  the  Ashtabula 
and  Cleveland  docks. 

The  Chaieman.  You  only  receive  this  ore? 

Mr.  Baibd.  The  only  furnaces  we  have  on  our  road  are  those  who 
take  the  ore  via  Conneaut  Harbor. 

The  Chaibman.  The  transportation  for  the  corporation's  ore  is 
made  over  the  Bessemer  &  Lake  Erie ;  the  transportation  of  your  com- 
petitor's ore  is  over  the  Pennsylvania  and  other  lines? 

Mr.  Baibd.  Yes,  sir. 

The  Chaibman.  But  the  rate  is  the  same  ? 

Mr.  Baibd.  We  have  no  restrictions  in  the  movement  of  the  ore. 
If  they  elect  to  send  it  by  Conneaut  Harbor,  we  would  be  very  glad  to 
make  the  rate  for  them  from  a  railroad  standpoint. 

Mr.  Eeed.  Just  to  prevent  any  misunderstanding,  may  I  suggest 
a  very  large  part  of  the  Steel  Corporation's  ore  comes  over  these  inde- 
pendent lines  through  Ashtabula  and  Fairport? 

The  Chairman.  What  is  the  haul  from  Lake  Erie  ports  to  the 
valley  district? 

Mr.  Baibd.  Seventy-five  miles  would  be  about  the  average  dis- 
tance, taking  Cleveland  to  Erie;  that  is,  considering  all  the  inter- 
mediate ports. 

The  Chairman.  The  ore  handled  by  the  Bessemer  &  Lake  Erie  is 
discharged  from  the  lake  vessels  at  Conneaut? 

Mr.  Baibd.  Yes,  sir. 

The .  Chairman.  By  whom  is  the  dock  company  at  that  point 
owned  ? 

Mr.  Baibd.  It  is  a  subsidiary  company.  I  might  say  the  Steel  Cor- 
poration, I  understand. 

The  Chairman.  What  is  the  charge  made  against  the  vessel  for 
handling  and  unloading  the  ore? 

Mr.  Baibd.  That  is  an  expense  which  is  embraced  in  the  rate.  For 
direct  ore,  vessel  to  car,  it  is  2  cents  per  ton,  and  upon  the  vessel  to 
the  dock  and  thence  to  the  car  it  is  10  cents  per  ton. 

The  Chaibman.  You  mean  it  is  part  of  the  96-cent  rate  ? 

Mr.  Baibd.  96  cents  for  direct  ore  and  $1.04  for  dock  ore. 

The  Chairman.  Wliere  you  put  it  in  a  pile  and  then  take  it  up  ? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  Where  it  is  taken  direct  from  the  vessel  the  96- 
cent  rate  itself  is  embraced  in  the  rate ;  so  the  sum  total  of  the  opera- 
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tion  would  be  a  charge  made  by  the  vessel  for  transporting  to  the 
harbor  and  a  charge  by  the  carrier  for  transporting  to  destination  ? 

Mr.  Baied.  96  cents  is  the  aggregate  rate,  from  which  is  deducted 
2  cents  for  the  dock. 

The  Chairman.  Do  you  know  what  ore  tonnage  was  Unloaded  at 
Conneaut  for  1909,  1910,  and  1911? 

Mr.  Baikd.  At  Conneaut  Harbor? 

The  Chairman.  Yes. 

Mr.  Baied.  No  ;  I  could  not  give  that  to  you  definitely. 

The  Chairman.  Can  you  give  it  approximately  ? 

Mr.  Baied.  They  have  graduated — say,  in  1910  they  were  7,000,000 ; 
in  1909  they  would  be  about  6,500,000;  in  1908  they  would  be  6,000,- 
000.  That  would  give  you  an  idea  of  the  figures.  I  am  sorry  I  did 
not  know  what  information  you  wanted.  I  could  have  given  defi- 
nitely the  figures. 

The  Chairman.  Approximately,  that  is  it. 

Mr.  Baird.  It  has  been  a  natural  growth  from  500,000  tons  in  1901 
to  7,000,000  tons  in  1910,  contingent  on  the  improvement  of  the  fa- 
cilities of  the  railroad,  enabling  it  to  carry  tonnage  of  that  char- 
acter. 

The  Chairman.  Are  these  dockse  equipped  with  modem  ma- 
chinery ? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  What  is  the  actual  cost  per  ton  of  unloading  this 
freight,  say,  from  the  vessel  to  the  car  ? 

Mr.  Baird.  I  could  not  say  as  to  that,  Mr.  Chairman.  I  have  no 
information  whatever  on  the  dock  facilities  or  services  in  regard  to 
cost. 

The  Chairman.  The  Bessemer  &  Lake  Erie  built  and  equipped 
these  docks? 

Mr.  Baied.  No,  sir ;  it  is  a  separate  institution  altogether. 

The  Chairman.  Is  the  dock  company  a  subsidiary  of  the  Steel 
Corporation  ? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  What  amount  of  money  is  invested  in  these  dooka, 
approximately;  do  you  know? 

Mr.  Baird.  I  could  not  say  as  to  that,  Mr.  Chairman. 

The  Chairman.  Then  this  dock-operating  company  receives  no 
compensation  other  than  the  amount  paid  by  the  vessel  for  the  load- 
ing of  ore  direct  from  the  vessel  to  the  car 

Mr.  Baird.  You  mean  in  connection  with  the  iron  ore  ? 

The  Chairman.  Yes. 

Mr.  Baied.  They  do  not  receive  anything  except  that,  to  my 
knowledge. 

The  Chairman.  Or  in  any  other  connection  ? 

Mr.  Baied.  Of  the  commodities  they  handle  for  our  account  we 
pay  them  varying  prices.  For  instance,  if  it  is  long,  unwieldy  steel 
that  is  transferred  from  the  car  to  the  vessel — that  is,  very  cumber- 
some and  difficult  material  to  handle — we  pay  as  high  as  35  cents  a 
ton,  and  they  claim  they  lose  money  at  that. 

The  Chairman.  What  company  collects  these  charges  for  handling 
ore  from  the  vessel  to  the  dock? 
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Mr.  Baied.  That  is  embraced  in  the  aggregate  freight  rate.  We 
collect  from  the  consignees.  Whatever  the  tariff  carries  we  collect. 
If  it  is  96  cents  we  collect  96  cents  from  the  receiver  of  the  ore. 

The  Chairman.  Is  there  any  distribution  at  the  end  of  the  year 
or  otherwise  on  the  earnings  of  the  dock  company  to  the  purchasers 
of  ore? 

Mr.  Baird.  No,  sir ;  to  the  best  of  my  knowledge  there  is  not. 

The  Chairman.  Does  your  company  haul  ore  for  any  other  concern 
than  the  United  States  Steel  Corporation? 

Mr.  Baird.  Not  at  the  present  time. 

Mr.  Gardner.  Has  it  ever  done  so? 
_  Mr.  Baied.  It  has  hauled  ore — that  is,  prior  to  its  present  organiza- 
tion. 

Mr.  Gardner.  How  long  ago? 

Mr.  Baied.  In  the  nineties. 

Mr.  Gardner.  The  Steel  Corporation  was  not  in  existence  then? 

Mr.  Baird.  No. 

Mr.  Gardner.  The  question  was 

Mr.  Baird  (interrupting).  Not  since  their  organization;  no,  sir. 

Mr.  Gardner.  That  is,  from  the  time  it  was  part  of  the  Carnegie 
Co.? 

Mr.  Baird.  Not  since  that  time ;  not  since  1897. 

Mr.  Gardner.  That  refers  to  the  Pittsburgh,  Bessemer  &  Lake 
Erie? 

Mr.  Baird.  I  did  not  catch  the  question. 

Mr.  Gardner.  That  refers  to  hauls  over  the  Pittsburgh,  Bessemer 
&  Lake  Erie  ? 

Mr.  Baied.  Yes,  sir.  In  further  explanation  of  that — of  the  dis- 
continuation of  those  shipments — that  was  voluntary  on  the  part  of 
the  receivers  of  the  ore.  They  nominated,  after  the  acquisition  of 
this  railroad  by  the  Carnegie  Steel  Co.,  to  forward  their  ore  via  other 
ports  and  other  railroads,  naturally.  We  would  be  very  glad  to 
handle  their  ore  for  them  to-day,  from  a  railroad  standpoint. 

Mr.  YoTJNG.  Do  they  pay  the  same  rate  you  do  ? 

Mr.  Baied,  Absolutely.    You  mean  these  people  before? 

Mr.  Young.  No.  Do  they  pay  to-day,  over  the  road  on  which  they 
ship,  the  same  rate  that  you  charge  for  the  same  service  on  your 
road? 

Mr.  Baird.  Yes,  sir ;  absolutely  the  same  figure. 

Mr.  Gardnee.  Did  I  understand  you  to  say  the  rate  from  the  lake 
to  the  valley  district  was  less  than  the  rate  from  the  Bessemer 
district  ? 

Mr.  Baied.  Yes,  sir.    There  is  40  cents  difference. 

Mr.  Gaednee.  How  is  it  made  up  so  when  the  ore  arrives  at  the 
furnace  the  same  freight  has  been  paid  on  it  ? 

Mr.  Baied.  That  never  results,  because  the  valley  must  pay  56  cents 
a  ton  on  its  ore  and  the  Pittsburgh  man  pays  96  cents — that  is,  on  di- 
rect ore — a  40-cent  differential  in  favor  of  the  valley's,  who  are  lo- 
cated differently. 

Mr.  Gaednee.  You  said  something  to  the  effect  that 

Mr.  Baied  (interposing).  I  was  speaking  of  a  ton  of  pig  iron 
turned  out  at  your  furnace  arid  placed  on  the  car. 

Mr.  Gardner.  That  is,  the  limestone  and  ore  ? 
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Mr.  Baied.  Yes,  sir.  The  ore  to  Pittsburgh  is  higher  than  the  ore 
rates  to  the  valleys,  but  the  coke  rate  is  considerably  less  than  to  the 
valleys ;  so,  also,  is  the  rate  on  coal  and  in  some  instances  on  lime- 
stone. In  putting  all  these  things  together  and  summing  up  your 
total  freight  charge  on  sufficient  raw  material  to  manufacture  a  ton 
of  pig  iron  the  freight  charge  cost  is  practically  the  same  to  all 
furnace  operators,  regardless  of  who  or  where  they  may  be  in  that 
particular  district. 

Mr.  Gardner.  Is  that  purely  an  accidental  circumstance  ? 

Mr.  Baird.  No,  sir. 

Mr.  Gardner.  Have  circumstances  forced  that  situation? 

Mr.  Baird.  It  is  a  commercial  and  competitive  necessity  to  place 
all  those  people  on  an  equality  as  nearly  as  possible.  It  is  not  pos- 
sible to  do  it  in  all  instances,  but  they  are  practically  there  to-day. 

Mr.  Gardner.  Therefore  you  might  have  to  seriously  distort  a  rate 
in  order  to  produce  that  result? 

Mr.  Baird.  No.  The  geological  and  geographical  conditions  seem 
to  be  in  such  harmony  that  it  was  an  easy  thing  to  accomplish,  and 
to  the  benefit  of  every  operator,  because  his  cost  in  that  direction  is 
practically  the  same  as  that  of  his  competitors. 

Mr.  Gardner.  When  I  asked  if  it  was  a  natural  thing,  I  meant 
did  the  Lord  Almighty,  by  some  curious  arrangement,  make  it  sub- 
stantially the  same  cost  to  reunite  at  the  furnace  all  the  necessities 
for  making  a  ton  of  pig  iron  or  was  it  done  deliberately  ? 

Mr.  Baird.  There  was  some  deliberation,  and  it  was  made  easy  by 
the  very  conditions,  such  as  the  location  of  the  furnace 

Mr.  Gardner  (interposing).  In  other  words,  it  was  not  a  difficult 
thing  to  do? 

Mr.  Baird.  It  was  an  easy  thing  to  do — and  not  to  make  your 
rates  distorted,  but  rather  consistent  throughout  the  iron-producing 
territory. 

Mr.  Gardner.  It  seems  quite  an  extraordinary  thing  that  it  should 
work  out  the  same. 

Mr.  Baird.  There  will  be  a  variation  of  10  or  15  cents  in  a  very 
few  instances,  and  the  rest  of  them  are  within  2  or  3  cents. 

Mr.  Gardner.  Did  you  ever  Imow  of  any  great  distortion  of  rates 
in  order  to  bring  about  that  commercial  result? 

Mr.  Baird.  No  ;  not  for  that  purpose,  but  there  has  been  distor- 
tion of  rates  as  a  matter  of  necessity  for  the  reason,  for  instance,  if 
a  railroad  has  a  deposit  of  good  limestone  200  miles  away  from  a 
furnace,  and  it  is  competing  with  a  similar  deposit  within  25  miles 
of  the  furnace,  the  long-haul  line  naturally  had  to  distort  the  rate 
it  will  make  for  the  purpose  of  making  possible  the  marketing  of  this 
limestone  in  competition  with  the  closer  stone.  That  condition  will 
prevail  in  some  instances.  That  is  a  distortion,  but  it  is  made  neces- 
sary by  competitive  and  commercial  conditions. 

The  Chairman.  In  other  words,  if  I  understand  you,  the  railroad 
feels  obligated  to  equalize  the  natural  advantages  which  shippers 
would  otherwise  have.  If  a  fellow  is  assembling  ores  too  cheaply, 
you  put  a  handicap  on  him,  and  if  he  is  assembling  at  a  great  cost 
you  give  him  a  bonus  ? 

Mr.  Baird.  No,  sir.  It  is  not  from  any  unselfish  motive  whatever. 
It  is  a  matter  of  protecting  the  tonnages  tributary  to  their  rails.  As  a 
matter  of  necessity  they  have  to  place  the  ore  people  on  their  road  on 
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a  parity  with  competition.  If  they  penalize  him  with  a  premium  in 
freight  rates,  he  is  not  going  to  succeed  in  his  business ;  consequently 
he  is  of  no  value  to  the  railroad. 

The  Chairman.  As  I  understand,  you  do  not  fix  your  rate  in  ac- 
cordance with  the  cost  to  you  of  performing  the  service,  but  you  are 
governed  by  your  idea  of  the  needs  or  exigencies  of  the  business  of 
the  carrier  who  tenders  you  the  freight? 

Mr.  Baied.  I  think  I  explained  that  at  the  beginning  of  my  testi- 
mony. 

The  Chairman.  That  is  the  way  I  understand  you. 

Mr.  Baied.  No ;  that  is  not  the  way  to  understand  it.  I  am  speak- 
ing from  a  purely  railroad  standpoint.  We  are  a  small  railroad ;  we 
are  what  you  would  denominate  as  a  trailer  in  making  rates.  We 
have  not  the  vast  area  of  or  on  our  rails  that  the  Baltimore  &  Ohio  or 
the  Pennsylvania  Railroad  Co.  have,  where  we  can  make  our  rates 
from  distant  points  to  our  territory.  We  make  our  rates  based  purely 
upon  the  necessities  of  commercial  and  competitive  conditions,  which 
would  fix  rates  regardless  of  our  cost  under  any  circumstances. 

Mr.  Gardner.  Eegardless  of  distance,  a  railroad  is  going  to  deliver 
limestone,  we  will  say,  to  the  market  from  points  tributary  to  its  line 
so  as  to  equalize  the  cost  in  the  long  run. 

Mr.  Baird.  No  ;  that  is  not  the  idea  at  all.  They  want  the  tonnage. 
The  ton  of  limestone  in  a  given  market  is  worth  so  much,  and  natu- 
rally the  most  closely  located  limestone  will  set  the  price. 

Mr.  Gardner.  I  understand  that. 

Mr.  BAUtD.  If  a  man  100  miles  more  distant  is  going  to  get  into 
this  market,  the  railroad  must  make  it  possible  for  him,  because  his 
cost  of  producing  a  ton  of  limestone  placed  on  the  car  is  the  same. 

Mr.  Gardner.  I  quite  understand  that  unless  they  make  the  rate 
they  can  not  get  the  business. 

Mr.  Baird.  That  is  the  idea. 

Mr.  Gardner.  But  what  I  meant  to  say,  as  a  practical  question, 
if  you  got  a  limestone  transportation  from  25  miles  away  and  coal 
transportation  that  is  only  25  miles  awg,y  and  an  iron-ore  transpor- 
tation that  is  only  25  miles  away,  to  put  an  extreme  case,  and  the 
other  man  has  to  assemble  from  100  miles  in  all  directions,  the  ten- 
dency is  to  make  it  cost  the  same  to  both  ? 

Mr.  Baird.  Not  exactly ;  no,  sir.  The  short  man  would  have  a  sub- 
stantial advantage  under  those  circumstances.  But  there  is  no  in- 
stance of  that  character. 

Mr.  Gardner.  It  would  be  too  great  an  advantage  to  overcome  by 
distortion  of  rates? 

Mr.  Baird.  Yes.  Take,  for  instance,  a  furnace  in  Pittsburgh. 
They  have  a  substantial  rate  to  Pittsburgh  on  their  iron  ore.  The 
furnace  on  the  lake  front  has  a  very  meager  expense,  relatively  speak- 
ing, by  simply  transferring  the  iron  ore  from  the  vessel  to  their  docks 
and  thence  to  their  furnaces.  In  the  aggregate  Pittsburgh  will  have 
a  short  rate  on  its  coke  and  coal  and  limestone.  The  lake-front  mill 
wUl  have  a  long  rate  on  its  coal  and  coke  and  limestone,  and  in  the 
end  it  is  just  about  a  happy  combination  of  circumstances  that  work 
out  along  that  line.  The  cost  of  freight  charge  on  raw  material  to 
make  a  ton  of  pig  iron  is  relatively  the  same  to  each  producer 
throughout  that  territory. 
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Mr.  YoTJNG.  Do  you  mean  this,  Mr.  Baird,  that  taking  everything 
into  consideration,  the  natural  advantages  for  making  pig  iron  at 
Pittsburgh,  at  Youngstown,  and  on  the  lake  front  are  about  the  same? 

Mr.  Baied.  Yes,  sir;  the  rates  equalize,  depending  on  the  geo- 
graphical location  of  their  raw  materials,  so  that  in  the  end  what  they 
pay  to  the  railroads  for  transporting  their  raw  materials  is  prac- 
tically the  same  for  a  ton  of  pig  iron. 

Mr.  YoTTNG.  You  mean  that  is  the  natural  condition  ? 

Mr.  Baird.  Yes,  sir ;  that  is  practically  a  natural  condition,  and  I 
say  that  if  for  just  a  moment  you  disturb  one  particular  district,  you 
taike  them  all.  You  can  not  disturb  a  relative  condition  which  has 
existed  there  all  those  years. 

The  CHAIK3IAN.  That  is  predicated  on  the  idea  that  the  shipper  or 
producer  owning  the  facilities  for  transportation  receives  only  a  fair 
and  legitimate  return  for  that  service,  is  it  not? 

Mr.  Baied.  I  would  like  to  have  you  repeat  that  question. 

The  Chairman.  I  say  this  statement  of  yours  that  the  cost  of  pro- 
ducing a  ton  of  pig  iron  is  the  same  in  the  Valley  district  and  the 
Pittsburgh  district  by  means  of  your  adjustments  of  transportation 
charges 

Mr.  Young  (interposing).  That  is  not  the  question  I  asked. 

The  Chairman.  I  know  it. 

Mr.  Young  (continuing).  Is  predicated  upon  the  idea  that  the  car- 
rier receives  only  a  fair  and  legitimate  return  for  the  service  ren- 
dered ? 

Mr.  Bairb.  Speaking  purely  from  a  railroad  standpoint,  we  con- 
sider the  rates  are  absolutely  fair  and  equitable  when  the  business  can 
move  freely  and  competition  is  right—that  is,  each  man  is  on  a 
proper  relative  and  competitive  basis,  and  his  business  moves  with- 
out restriction. 

The  CHAIR3IAN.  You  do  not  apprehend.  I  am  not  asking  what  you 
consider.  My  question  is  this:  These  people  who  own  no  transpor- 
tation facilities  and  the  manufacturer  who  does  own  transportation 
facilities  are  on  an  equal  basis  only  in  the  event  that  you  do  charge  a 
just  and  compensatory  rate  for  the  service  rendered  ? 

Mr.  Baird.  Do  I  understand  you  to  mean,  for  instance,  to  illustrate. 
Jones  &  Laughlin  at  Pittsbugh  as  opposed  to  the  Carnegie  Steel  Cor- 
poration ?  Do  you  mean  a  situation  that  might  be  illustrated  by  cit- 
ing Jones  &  Laughlin  at  Pittsburgh  and  the  Carnegie  Steel  Co.,  both 
possessing  the  same  commercial  advantages  in  the  same  commercial 
markets  ? 

The  Chairman.  No  ;  I  mean  this :  Here  is  a  company,  we  will  say 
the  Republic  Iron  &  Steel  Co.,  at  Youngstown,  and  the  Carnegie  Co., 
at  Pittsburgh.    You,  as  a  carrier,  deliver  freight  to  both  of  them. 

Mr.  Baird.  No  ;  we  do  not. 

The  Chairman.  I  know  you  do  not.  That  is  a  hypothetical  case. 
You  deliver  freight  to  both  of  them,  and  you  deliver  it  at  such  a  rate 
that  the  cost  of  assembling  the  raw  material  at  Youngstown  to  pro- 
duce a  ton  of  pig  iron  is  the  same  as  the  cost  of  assembling  the  ma- 
terials for  a  ton  of  pig  iron  at  Homestead  ? 

Mr.  Baird.  No. 

The  Chairman.  That  is,  so  far  as  they  get  transportation  from  the 
railroad.    These  two  companies  would  be  on  an  equality,  and  each 
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would  have  the  same  chance  in  the  sale  of  its  finished  product  only 
in  the  event  that  the  cost  of  carriage  was  just  and  equitable. 

Mr.  Baird.  We  consider  that  they  are. 

The  Chairman.  But  if  they  are  not,  then  they  are  not  on  an 
equality,  are  they  ? 

Mr.  Baird.  We  consider  that  by  reason  of  the  fact  their  business 
goes  along  in  its  customary  way,  untrammeled  from  a  discriminatory 
rate  basis,  they  are.  You  want  to  go  one  step  farther.  Your  pig 
iron  is  put  on  the  cars  approximately  at  the  same  cost.  Your  pro- 
ducer of  pig  iron  in  the  valleys  at  Youngstown  has  a  differential 
under  Pittsburgh  on  his  manufactured  product. 

The  Chairman.  You  do  not  comprehend  my  question. 

Mr.  Baird.  So  they  have  an  advantage  when  they  get  into  their 
natural  territory. 

The  Chairman.  That  is  neither  here  nor  there.  What  I  am  driv- 
ing at  is  this :  The  cost  of  assembling  the  raw  material  must  not  only 
be  nominally  the  same  but  actually  the  same  before  these  people 
are  on  an  equal  footing. 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  Is  not  that  true  ? 

Mr.  Baird.  That  is  true,  but  that  condition  is  not  brought  about 
by  deliberate  moves  on  the  part  of  the  railroads.  I  have  tried  to  make 
clear  that  Providence  went  a  long  way  in  providing  raw  materials 
so  located  that  in  assembling  those  raw  materials  at  these  various 
furnaces  proper  and  equitable  rates  apply  to  those  raw  materials 
for  these  people,  giving  them  approximately  the  same  cost  on  board 
the  car. 

The  Chairman.  Suppose  this  condition  of  affairs  existed :  That  the 
United  States  Steel  Corporation  charged  itself  voluntarily  300  per 
cent  more  than  the  cost  of  the  service  for  delivering  these  raw  ma- 
terials at  its  furnace.  If  the  Steel  Corporation,  for  instance,  charged 
itself  300  per  cent  more  than  the  actual  cost  of  delivering  its  ore 
and  coke  and  limestone  to  its  furnace,  and  paid  that  300  per  cent  to 
its  own  subsidiary  company,  would  the  Steel  Corporation  be  out  any- 
thing actually  ? 

Mr.  Baird.  The  Carnegie  Steel  Co.  would. 

The  Chairman.  But  would  the  Steel  Corporation? 

Mr.  Baird.  That  is  going  from  one  pocket  to  another,  I  would 
say,  on  that. 

The  Chairman.  Would  it  not  be  going  from  one  pocket  to  an- 
other? 

Mr.  Baird.  Take  your  actual  facts:  When  the  ore  started  to  move 
at  Conneaut  Harbor,  the  rate  to  Pittsburgh  was  $1.18.  To-day  is  it 
96  cents.  Does  that  show  any  indication  that  the  fact  exists  as  we 
might  draw  by  inference  from  your  statement  ? 

The  Chairman.  I  am  not  inferring  anything.  I  am  simply  saying 
that  the  railroad  companies  are  subsidiaries  to  the  United  States 
Steel  Corporation,  are  they  not? 

Mr.  Baird.  True. 

The  Chairman.  They  pay  their  net  income  into  the  Steel  Corpora- 
tion treasury?  -,.■,■, 

Mr.  Baird.  That  is  true,  but  they  do  not  derive  all  the  earnings 
of  the  Bessemer  &  Lake  Erie.    They  derive  51  per  cent  only. 

The  Chairman.  Who  owns  the  other  50  per  cent? 
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Mr.  Baikd.  Forty-nine  per  cent  of  the  stockholders  are  scattered 
all  over  the  United  States. 

The  Chaibman.  Not  interested  in  the  United  States  Steel  Cor- 
poration ? 

Mr.  Baied.  Not  at  all. 

The  Chairman.  Do  not  all  the  earnings  of  this  company  go  into 
the  coffers  of  the  United  States  Steel  Corporation  ? 

;Mr.  Baied.  They  go  into  the  treasury  of  the  Bessemer  &  Lake  Erie 
Railroad,  and  they  are  subsequently  disbursed  and  returned  on  the 
investment  to  these  outside  people  49  per  cent  and  to  the  United 
States  Steel  Corporation  51  per  cent. 

The  Cha^ieman.  In  that  case  the  Steel  Corporation  would  not  be 
out  anything  on  51  per  cent  of  the  300  per  cent  charge,  would  it? 

Mr.  Baied.  It  would  be  a  paper  transaction ;  that  is  all. 

The  Chairman.  A  paper  transaction  entirely? 

Mr.  Baied.  Yes. 

The  Chaieman.  But  the  independent,  the  man  outside  who  owned 
no  transportation  facilities  and  paid  this  300  per  cent  for  the  assem- 
bling of  these  raw  materials,  would  pay  out  good  money  from  which 
he  would  get  no  possible  drawback. 

Mr.  Baied.  That  is  a  phantom. 

The  Chaieman.  Is  not  that  the  fact? 

Mr,  Baied.  It  is  a  phantom,  because  the  condition  does  not  exist. 

The  Chaieman.  I  do  not  say  it  does.  This  is  hypothetical.  I  say 
if  the  independent  paid  300  per  cent  more  than  the  service  was  worm 
to  the  carrier  he  would  have  to  pay  out  his  good  money,  would  he  not? 

Mr.  Baied.  Certainly. 

The  Chaieman.  And  he  never  would  get  back  any  part  of  it  if  he 
did  not  own  any  part  of  the  carrier's  stoSi  ? 

Mr.  Baied.  No,  sir. 

The  Chaieman.  Do  you  make  these  rates  individually  ? 

Mr.  Baied.  You  mean  these  ore  rates? 

The  Chaieman.  Yes,  sir. 

Mr.  Baied.  I  have  made  these  rates  for  our  road  based  on  condi- 
tions which  we  find  each  side  of  us  at  the  lake  ports. 

The  Chaieman.  Did  you  make  them  individually  ? 

Mr.  Baied.  Yes,  sir. 

The  Chaieman.  You  determined  what  the  rates  should  be  and  fixed 
them? 

Mr.  Baied.  No,  sir ;  I  did  not.  "We  make  them  predicated  on  rates 
which  other  roads  have  made  from  their  Lake  Erie  ports. 

The  Chairman.  You  do  not  apprehend  what  I  am  driving  at. 

Mr.  Baied.  Let  me  get  at  it  in  another  way.  As  to  the  roads  serv- 
ing the  Lake  Erie  ports,  certain  representations  may  have  been  made 
to  them  that  a  change  in  the  rate  was  necessary  or  mandatory,  or 
commercial  conditions  would  make  it  necessary.  They  decided  what 
the  rates  would  be  made.  They  did  not  take  us  into  consideration. 
We  are  not  invited  into  a  consideration  of  the  matter  at  all.  We 
simply  trail  or  follow  in  their  footsteps  and  do  as  they  have  done. 
That  is  a  commercial  necessity. 

The  Chaieman.  I  am  not  asking  what  you  consider  in  making 
these  rates  at  all.  I  am  asking  you  whether,  considering  what  you 
please,  you  make  this  rate  individually  or  make  it  in  conference  with 
somebody  else. 
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.Mr.  Baird.  The  Bessemer  &  Lake  Erie  makes  the  rates  individually 
for  its  own 

The  Chaikman  (interposing).  Without  regard  to  anybody  else? 

Mr.  Baird.  Without  regard ;  only  as  I  say,  we  take  the  conditions 
into  consideration  and  must  necessarily  follow  the  rates  from  other 
ports. 

The  Chairman.  But  you  individually  determine  what  that  rate  is? 

Mr.  Baird.  We  do,  based  on  what  other  people  do. 

The  Chairman.  Or  on  what  they  say  ? 

Mr.  Baird.  We  have  their  tariffs. 

The  Chairman.  Have  you  ever  attended  any  conferences  or  meet- 
ings of  other  railroad  representatives  at  which  ore  rates  were  con- 
sidered * 

Mr.  Baird.  I  never  have ;  no,  sir. 

The  Chairman.  Is  it  not  a  fact  all  ore  rates,  as  well  as  coal  and 
coke  rates,  are  made  by  conference  and  agreement  of  the  several 
carriers  ? 

Mr.  Baird.  I  believe  that  is  true ;  yes,  sir. 

The  Chairman.  What  part  have  you,  personally  and  as  a  repre- 
sentative of  your  railroad  company,  taken  in  making  the  rate  on  ore? 

Mr.  Baird.  I  have  never  taken  part  in  any  conference  intended  to 
make  the  ore  rates  or  changing  the  ore  rates.  As  I  say,  the  rates  are 
determined  upon  by  the  o£er  roads  serving  the  other  ports,  and  we 
follow  and  do  as  they  do.  ' 

The  Chairman.  Have  you  a  general  knowledge  of  the  steel  plants 
in  the  Pittsburgh  territory  ? 

Mr.  Baird.  I  have  a  general  knowledge  of  their  existence ;  yes,  sir. 

The  Chairman.  Can  you  make  an  estimate  of  the  total  amount  of 
ore  consumed  in  the  Pittsburgh  territory  by  the  United  States  Steel 
Corporation's  plant? 

Mr.  Baird.  No;  I  would  not  attempt  to  do  that.  I  could  furnish 
you  with  the  geological  survey  gving  that  information  in  full  detail, 
if  you  would  like  to  have  that.  Their  1910  statistics  are  just  out,  with 
a  map  showing  the  volume  of  each  producing  district. 

The  Chairman.  Your  company  hauls  lake  coal  to  Conneaut  Harbor 
for  further  carriage  over  the  Great  Lakes  to  points  thereon  for  dis- 
tribution to  the  north,  does  it  not  ? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  What  does  that  tonnage  of  lake  coal  amount  to  per 
year? 

Mr.  Baird.  I  believe  the  figures  I  gave  to  you  recently  were  500,000 
tons  for  1910  and  about  300,000  for  1911. 

The  Chairman.  What  did  you  say  the  rate  was? 

Mr.  Baird.  The  rates  vary,  dependent  upon  the  district  from  which 
the  coal  comes.  Butler  and  Mercer  County  district  has  a  rate  of  60 
cents.  From  the  Freeport  district,  73  cents.  We  have  no  mines  in  the 
Pittsburgh  district  on  our  own  rails.  The  coal  from  the  Pittsburgh 
district  moves  over  the  lines  of  the  West  Side  Belt  Eailroad,  con- 
trolled by  the  Wabash  interests,  and  their  rate  is  80  cents  per  net  ton, 
or  88  cents  per  gross  ton. 

The  Chairman.  How  does  your  rate  compare  with  the  rates  of  the 
Pennsylvania  and  the  New  York  Central  lines  to  Pittsburgh  and 
Ashtabula  Harbor  ? 
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Mr.  Baikd.  The  coal  we  handle  is  from  the  West  Side  Belt,  88 
cents ;  the  same  as  the  other  roads. 

The  Chairman.  Is  it  not  a  fact  that  the  rates  on  lake  coal  to  lower 
Lake  Erie  ports  are  made  by  conference  among  representatives  of  the 
several  interested  carriers  ? 

Mr.  Baikd.  I  believe  so. 

Mr.  Eeed.  Does  that  include  Bessemer  &  Lake  Erie  ? 

Mr.  Baird.  The  Bessemer  has  attended  some  conferences  in  the 
consideration  of  lake  coal  rates. 

The  Chairman.  Have  you  participated  in  the  meetings  at  which 
such  rates  were  considered  ? 

Mr.  Baird.  I  have  in  one  or  two  instances ;  yes,  sir. 

The  Chairman.  Is  your  railroad  a  party  to  the  official  classifi- 
cation ? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  Mr.  Baird,  if  you  will  kindly  be  back  at  2  o'clock 
we  will  continue  your  examination  at  that  time.  We  will  now  take  a 
recess  until  2  o'clock. 

(Thereupon,  at  1  o'clock  p.  m.,  the  committee  took  a  recess  until  2 
o'clock  p.  m.) 

AFTER    RECESS. 

The  committee  reconvened,  pursuant  to  the  taking  of  recess,  at 
2.30  o'clock  p.  m. 

STATEMENT  OF  MR.  GEORGE  D.  DIXON,  FREIGHT  TRAFFIC  MAN- 
AGER OF  THE  PENNSYLVANIA  RAHROAD. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Dixon 
has  to  appear  to-morrow  in  answer  to  a  process  to  appear  before  the 
State  commission  of  New  Jersey.  Mr.  Baird  has  kindly  consented 
to  let  Mr.  Dixon  go  on  and  testify  in  order  that  he  may  appear  before 
that  commission. 

I  will  ask  you,  Mr.  Dixon,  to  explain  what  your  duties  are  as 
freight  traffic  manager. 

Mr.  Dixon.  At  the  present  time  about  90  per  cent  of  my  time  is 
consumed  at  hearings  like  this;  10  per  cent  is  for  the  Pennsylvania 
Railroad. 

The  Chairman.  What  are  the  duties  of  a  freight  traffic  manager? 

Mr.  Dixon.  The  freight  traffic  manager's  duties,  under  the  organ- 
ization, are  to  secure  traffic  for  the  railroad,  to  locate  industries,  and 
to  build  up  the  business  generally  on  the  road. 

The  Chairman.  Do  you  have  anything  to  do  with  the  fixing  of 
the  rates  over  your  road — establishing  the  rates  ? 

Mr.  Dixon.  Not  aU  of  them.  They  are  all  supposed  to  come  under 
my  jurisdiction,  but  it  is  utterly  impossible  for  me  to  pass  on  every 
one  of  them. 

The  Chairman.  But  you  either  determine  those  rates  yourself  or 
they  are  determined  through  your  subordinates? 

Mr.  Dixon.  Yes ;  by  the  two  general  freight  agents.  I  am  assisted 
by  two  general  freight  agents. 
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The  Chairman.  Either  by  yourself  individually  or  in  conjunction 
with  Other  carriers? 

Mr.  Dixon.  Yes. 

The  Chairman.  Do  you  deliver  freight  east  of  Pittsburgh,  in  that 
freight  division,  for  other  concerns  besides  the  United  States  Steel 
Corporation  ? 

Mr.  Dixon.  Oh,  yes. 

The  Chairman.  For  whom  do  you  deliver  freight? 

Mr.  Dixon.  In  Pittsburgh,  you  mean? 

The  Chairman.  From  Pittsburgh  east,  for  what  concerns  do  you 
handle  freight,  either  raw  material  or  the  finished  product  ? 

Mr.  Dixon.  For  all  the  large  steel  concerns  on  our  road. 

The  Chairman.  What  concerns  are  they? 

Mr.  Dixon.  Jones  &  Daughlin  Co.,  Pittsburgh ;  the  Steel  Corpora- 
tion; Cambria  Iron  Co.,  at  Johnstown;  Pennsylvania  Steel  Co.,  at 
Steelton ;  the  Pottstown  Iron  Co.,  at  Pottetown ;  the  Pottsville  Iron 
Co.,  at  Pottsville;  the  Phoenixville  Iron  Co.,  at  Phoenixville ;  the 
Edgemore  Iron  Co.,  at  Edgemore,  near  Wilmington;  Sparrows  Point 
Co.,  down  at  Sparrows  Point,  Md.  I  think  those  are  the  principal 
ones. 

The  Chairman.  Plave  these  concerns  which  you  have  mentioned 
the  same  facilities  for  delivering  freight  to  your  road  as  the  tJnitetl 
States  Steel  Corporation  has? 

Mr.  Dixon.  Some  of  them  have ;  yes,  sir. 

The  Chairman.  What  companies? 

Mr.  Dixon.  The  Cambria  Iron  Co. 

The  Chairman.  The  CalHbria  Iron  Co.,  as  I  understand,  is  a 
subsidiary  of  the  Pennsylvania  Railroad  ? 

Mr.  Dixon.  We  have  an  ownership  in  it. 

The  Chairman.  A  majority  ownership  ? 

Mr.  Dixon.  No ;  not  a  majority. 

The  Chairman.  What  is  the  extent  of  that  ownership  ? 

Mr.  Dixon.  I  oould  not  tell  you  that.  We,  with  some  other  lines, 
own  a  majority  of  it. 

The  Chairman.  That  is,  a  majority  of  the  Cambria  Iron  Co.*s 
stock  is  owned  by  either  the  Pennsylvania  Eailroad  or  other  carriers  ? 

Mr.  Dixon.  I  believe  so.  I  think  that  is  right.  I  would  not  be 
positive  of  that.     I  think  that  is  a  matter  of  record,  anyhow. 

The  Chairman.  I  think  so. 

Mr.  Dixon.  There  is  the  Pennsylvania  Steel  Co.  They  are  located 
at  Steelton.  There  are  the  rest  of  the  companies  which  I  have  named 
there  just  now. 

The  Chairman.  Have  these  steel  companies  whose  stock  is  not 
owned  or  operated  by  common  carriers  the  same  facilities  for  de- 
livering their  freight'  as  initial  carriers  to  you  as  the  United  States 
Steel  Corporation  has  ? 

Mr.  Dixon.  A  great  many  of  them  have. 

The  Chairman.  What  companies  have  not;  do  not  operate  roads 
known  as  carriers,  with  the  rights  and  privileges  of  common  carriers? 

Mr.  Dixon.  The  Phoenixville  people  have  not.  I  do  not  think 
the  Pottstown  people  have,  nor  the  Pottsville  people. 

The  Chairman.  How  about  the  Eepublic  Iron  &  Steel  Co.  ? 

Mr.  Dixon.  They  are  west.    They  are  not  on  our  line. 
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The  Chaihman.  How  about  the  Bethlehem  Steel  Co.;  do  they 
reach  your  line  ? 

Mr.  Dixon.  We  do  not  reach  the  Bethlehem.  We  only  reach  the 
Bethlehem  through  the  Lehigh  Valley,  or  the  Beading,  or  the  Cen- 
tral Kailroad  of  New  Jersey.  . 

The  Chairman.  Have  these  companies  which  do  not  own  their 
switching  lines,  and  whose  switching  lines  are  not  on  the  footing  of 
a  common  carrier,  made  any  complaint  to  you  of  the  division  of  rates 
given  to  those  companies  which  do  own  lines,  switching  facilities, 
and  which  have  the  status  of  a  common  carrier  ? 

Mr.  Dixon.  Yes ;  some  of  them  have. 

The  Chairman.  What  companies  have? 

Mr.  Dixon.  The  Cambria  Steel  Co.  have;  the  Bethlehem  Steel 
Co.  have  made  it  to  us  through  their  connecting  lines. 

Mr.  Reed.  May  I  ask  whether  the  Lackawanna  Steel  Co.  is  not  also 
on  your  lines — an  independent  concern? 

Mr.  Dixon.  Yes;  at  Buffalo. 

The  Chairman.  What  is  the  essence  of  the  complaint?  State 
it  as  fully  as  you  can.  What  is  the  basis  of  the  complaint  these  com- 
panies make  to  your  roads  for  the  division  of  rates  given  to  the 
TJnited  States  Steel  Corporation  and  other  concerns  similarly 
situated  ? 

Mr.  Dixon.  The  basis  of  their  complaint  is  that  they  feel  that  the 
allowances  given  in  the  Pittsburgh  territory  discriminate  against 
them,  and,  of  course,  Mr.  Schwab,  who  was  in  Pittsburgh  for  a  num- 
ber of  years 

The  Chairman.  He  knows  all  about  how  it  is  done  ? 

Mr.  Dixon.  He  knows  all  about  it,  and  wants  to  get  the  same  thing 
for  Bethlehem. 

The  Chaiemak.  Where  does  Schwab  say  the  Bethlehem  Co.  is 
hurt  in  not  getting  this  ?  Upon  what  does  he  base  the  fact  that  they 
are  at  a  disadvantage? 

Mr.  Dixon.  I  do  not  think  Mr.  Schwab  has  made  any  general 
statement — in  fact,  not  to  us — where  particularly  he  is  hurt.  He 
will  take  up  some  specific  rates  and  say  he  can  not  get  into  a  certain 
market  because  he  does  not  get  the  allowances  which  the  Pittsburgh 
district  gets. 

The  Chairman.  Take  one  of  those  markets  and  show  how  Mr. 
Schwab  is  excluded  from  it  and  how  he  claims  to  be  excluded  from  it. 

Mr.  Dixon.  I  do  not  think  he  is  excluded ;  there  is  the  trouble. 

The  Chairman.  What  is  his  claim  about? 

Mr.  Dixon.  Take  the  shipping  west.    He  claims  that  he  can  not 

§et  west  with  enough  of  his  product  on  account  of  rates  from  Pitts- 
urgh  west.    Whether  that  is  true  or  not  I  am  not  able  to  say. 

1&.  Young.  How  far  east  of  Pittsburgh  is  Bethlehem? 

Mr.  Dixon.  In  round  figures,  I  should  say  Bethlehem  is  300  miles 
east  of  Pittsburgh.  It  may  be  a  little  more,  possibly,  than  that  by 
the  railroad,  but,  I  guess,  on  a  straight  mileage  it  is  about  300  miles. 

Mr.  Sterling.  Does  he  demand  the  same  rate  from  Bethlehem  to 
Cincinnati  and  Chicago  that  your  road  gives  Pittsburgh  concerns? 

Mr.  Dixon.  No  ;  he  would  nave  what  is  known  as  the  Philadelphia 
rate.  He  would  take  the  same  rate  to  Cincinnati  that  Phoenixville 
and  Pottstown,  Pencoyd,  and  Trenton  would  take. 

Mr.  Young.  That  is  what  he  has  now  ? 
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Mr.  Dixon.  Yes,  sir. 

Mr.  Young.  Mr.  Sterling's  question  related  to  what  he  asked. 

Mr.  Sterling.  What  does  he  demand — the  same  as  the  Pittsburgh 
rate? 

Mr.  Dixon.  No;  he  has  not  the  nerve  to  ask  for  that.  I  really 
could  not  tell  you  as  to  whether  he  has  ever  expressed  an  opinion  as 
to  what  rate  he  ought  to  have. 

Mr.  Stbbling.  Is  the  discrimination  solely  on  the  length  of  the 
haul  between  Pittsburgh  and  Bethlehem? 

Mr.  Dixon.  It  is  largely  on  the  location.  All  the  iron  industries 
can  not  expect  to  ship  right  through  one  another  and  control  aU 
the  freight.  Take  Bethlehem.  Bethlehem  has  an  advantage  in  New 
England,  because  all  our  scales  of  rates  are  based  on  the  basis  of 
New  York  to  Chicago  or  Chicago  to  New  York. 

Mr.  Sterling.  Does  he  have  a  better  rate  to  New  York  City  over 
your  road  than  the  Pittsburgh  people? 

Mr.  DixoN.  He  has  a  very  much  lower  rate — ^not  over  our  road, 
because  he  would  not  ship  to  New  York  over  our  road.  He  would 
ship  over  the  Lehigh  Valley  or  the  Central  Kailroad  of  New  Jersey. 
But  his  rate  is  very  much  lower.  I  do  not  know  exactly  what  the 
figure  is,  but  I  have  understood  it  was  7  cents.  You  see,  that  is  con- 
siderably less  than  half  the  Pittsburgh-New  York  rate. 

Mr.  Beall.  Does  the  Bethlehem  company  have  one  of  those  ter- 
minal railroads  connected  with  its  establishment? 

Mr.  Dixon.  They  threaten  to  build  one. 

Mr.  Beall.  Up  to  this  time  they  have  not? 

Mr.  Dixon.  They  have  not  anything  but  just  their  mill  lines. 
But  they  are  talking  of  building  a  road,  so  as  to  make  it  what  Mr. 
Schwab  calls  a  terminal  road. 

Mr.  Beall.  If  they  did,  the  freight  sent  out  by  them  would  be 
considered  as  originating  upon  their  road? 

Mr.  Dixon.  Yes ;  that  would  be  the  idea. 

Mr.  Beall.  And  they  would  have  a  division  of  freight  charges  ? 

Mr.  Dixon.  That  is  right. 

Mr.  Beall.  In  the  Pittsburgh  district,  does  your  road  receive 
freight  from  the  Union  road? 

Mr.  Dixon.  Oh,  yes ;  receives  and  delivers. 

Mr.  Beall.  What  division  of  freight  is  made  between  you  and 
the  other  roads? 

Mr.  Dixon.  We  allow  10  cents  on  a  certain  number  of  rough  com- 
modities, like  pig  iron,  ore,  cinder,  and  limestone. 

Mr.  Beall.  Ten  cents,  you  say  ? 

Mr.  Dixon.  Ten  cents  a  ton ;  and  on  manufactured  goods  we  allow 
them  15  cents  a  ton. 

Mr.  Beall.  How  does  that  rate  compare  with  the  ordinary  rate 
that  prevails  between  your  road  and  roads  of  a  similar  character? 

Mr.  Dixon.  It  would  be  difficult  to  answer  that  because  they  all 
vary  so.  We  all  try  to  make  the  best  arrangements  we  can  with 
every  connecting  road. 

Mr.  Beall.  What  is  the  length  of  this  haul  of  the  Union  road; 
just  a  few  miles,  is  it  not? 

Mr.  Dixon.  In  some  cases  it  is  a  few  miles;  in  some  it  is  a  little 
longer.     I  can  not  tell  what  the  maximum  haul  is. 
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Mr.  Reed.  May  I  suggest,  Mr.  Beall,  that  there  is  a  case  that  can 
easily  be  compared,  the  Monongahela  and  connecting  railroads  with 
Jones  &  Laughlin,  which  renders  almost  exactly  the  same  service  as 
the  Union  Railroad  renders  the  Steel  Corporation. 

Mr.  Beall.  What  is  the  length  of  this  Union  road  ? 

Mr.  DixoN.  Its  main  track  is  about  15  miles  long. 

Mr.  Beall.  Anywhere  else  on  your  line  do  you  know  of  any  other 
road  approximating  in  length  the  Union  road  that  you  receive  freight 
from? 

Mr.  Dixon.  We  receive  it  from  the  Monongahela  and  connecting 
road  in  Pittsburgh ;  we  receive  and  deliver  to  them,  too. 

Mr.  Beall.  Is  that  road  something  like  this  Union  road  ? 

Mr.  Dixon.  Yes. 

Mr.  Beall.  What  division  do  you  get  there? 

Mr.  Dixon.  The  same. 

Mr.  Beall.  Who  controls  that  road;  do  you  know? 

Mr.  Dixon.  That  is  controlled  by  Jones  &  Laughlin,  the  independ- 
ent iron  people. 

Mr.  Beall.  They  have  the  same  kind  of  a  system,  then,  that  the 
Steel  Corporation  have? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Beall.  Anywhere  else  on  your  line  do  you  receive  freight  from 
any  other  road  rendering  about  the  service  that  these  two  roads 
render  ? 

Mr.  Dixon.  We  have  other  places,  as  I  have  mentioned;  some  of 
these  other  iron  concerns ;  but  we  do  not  make  any  allowances. 

Mr.  Reed.  How  about  the  Lackawanna  at  South  Buffalo? 

Mr.  Dixon.  I  forget  the  Lackawanna  Steel  Co.  every  time ;  Pitts- 
burgh and  Buffalo. 

Mr.  Beall.  Do  joti  know  any  other  patrons  of  your  road  any- 
where along  your  line  who  are  in  the  position  to  secure  the  advantage 
that  these  steel  corporations  are  securing  through  this  division  of 
freight  rates? 

Mr.  Dixon.  Yes;  the  Cambria  Steel  Co. 

Mr.  Beall.  Outside  of  the  steel  companies? 

Mr.  Dixon.  Outside  of  the  steel  concerns? 

Mr.  Beall.  Yes.  Do  you  ktiow  of  any  other  line  of  industry  that 
are  in  position  to  exact — if  that  is  the  proper  word — ^from  your  com- 
pany a  division  of  freight  rates? 

Mr.  Dixon.  I  can  not  recall  it  just  now.  I  suppose  there  are  some 
quarries  where  they  have  their  own  locomotives;  but  I  can  not  just 
recall  offhand  where  they  are  now. 

Mr.  Danfokth.  Is  not  Buffalo  Creek,  in  Buffalo,  in  a  similar  sit- 
uation? 

Mr.  Dixon.  No ;  Buffalo  Creek  is  a  regular  belt  line  around  Buf- 
falo, used  by  all  the  roads  in  Buffalo. 

Mr.  Danfohth.  But  it  is  owned  by  one  company? 

Mr.  Dixon.  I  think  the  majority  of  it  is ;  yes. 

Mr.  Danfoeth.  Controlled  by  one  company? 

Mr.  Dixon.  Yes ;  but  we  all  have  equal  rates. 

Mr.  Danfobth.  But  those  are  lease  rates;  they  get  them  by  deal- 
ings with  the  owners? 

Mr.  Dixon.  Yes. 
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Mr.  BeaIjL.  When  was  this  division  of  rates  first  established  be- 
tween the  Pennsylvania  and  this  Union  road? 

Mr.  Dixon.  The  original  dates  back  some  25  years.  It  has  been 
a  growth  in  that  territory  for  at  least  25  years. 

Mr.  Beall.  The  Carnegie  Co.  had  the  same  rate  before  the  organi- 
zation of  the  Steel  Corporation  ? 

Mr.  Dixon.  The  Carnegie  Steel  and  Jones  &  Laughlin  both  hq,d  it. 

Mr.  Beall.  Has  there  been  any  change  in  this  division  of  freight 
rates  ? 

Mr.'  Dixon.  Yes;  there  was  a  change  about  four  years  ago,  or 
three  years  ago. 

Mr.  Beall.  An  increase  or  a  decrease? 

Mr.  Dixon.  It  was  increased. 

Mr.  Beall.  In  whose  interest  was  the  increase  ? 

Mr.  Dixon.  It  was  in  the  interest  of  the  two  steel  companies  in 
Pittsburgh. 

Mr.  Beall.  What  was  the  nature  of  that  increase;  how  was  it 
brought  about? 

Mr.  Dixon.  It  was' brought  about,  really,  by  the  independent  con- 
cern in  Pittsburgh.  They  had  a  contract  which  ran  out;  or  it  was 
not  entirely  canceled,  but  the  first  25  years'  period  expired. 

Mr.  Beall.  Contract  with  whom? 

Mr.  Dixon.  With  the  Pittsburgh  &  Lake  Erie  Railroad,  the  New 
York  Central  affiliations.  The  first  25  years  of  that  contract  expired, 
and  under  that  contract  it  was  subject  to  a  renewal  oh  a  readjusted 
basis,  and  it  was  then  that  the  charge  was  advanced  from  various 

fer-car  rates,  running  from,  I  think  the  highest  was  $3,  down  to 
1.60  on  different  commodities;  then  it  was  advanced  from  those 
per-car  rates  up  to  10  cents  and  15  cents. 

Mr.  Beall.  Let  us  see  if  I  understand  it.  Up  to  about  four  years 
ago  there  had  been  some  sort  of  an  arrangement  between  this  Union 
road  and  the  Jones  &  Laughlin  Co.,  you  say? 

Mr.  Dixon.  Yes;  that  is  not  the  Union,  you  know;  that  is  the 
Monongahela  and  connecting. 

Mr.  Beall  (continuing).  Under  which  this  short-line  road  would 
receive  about  $3  a  car,  you  say  ? 

Mr.  Dixon.  Running  from,  I  think  it  was,  $1.60  up  to  about  $3  a 
car. 

Mr.  Beall.  From  $1.60  up  to  about  $3  a  car? 

Mr.  Dixon.  Yes. 

Mr.  Beall.  When  that  contract  expired  it  was  subject  to  renewal 
upon  a  readjustment? 

Mr.  Dixon.  Yes. 

Mr.  Beali,.  And  when  that  readjustment  occurred  there  was  a 
change  of  base  ? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Beall.  A  change  from  so  much  per  car  to  so  much  per  ton. 
What  effect  did  that  have  upon  the  share  of  this  initial  road? 

Mr.  Dixon.  It  increased  their  earnings. 

Mr.  Beall.  To  what  extent? 

Mr.  Dixon.  I  could  not  tell  that ;  I  did  not  figure  it  out.  It  can 
be  figured  out. 

Mr.  Beall.  Something  like  double  what  it  had  been  before,  or 
approximating  that? 
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Mr.  Dixon.  I  do  not  think  it  would  have  been  doubled ;  but  it  is 
a  matter  we  could  figure  out,  because  you  would  have  to  take  the 
amount  of  tonnage  carried  under  each  car. 

Mr.  BEAiiL.  Anyway  it  was  a  material  increase  ? 

Mr.  Dixon.  Oh,  yes ;  it  was  a  material  increase. 

Mr.  Beall.  Did  this  Union  road  receive  the  benefit  of  that  in- 
crease ? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Beall.  How  did  that  come  about? 

Mr.  Dixon.  We  gave  that  to  them — put  them  on  the  same  basis  as 
the  independents. 

Mr.  Beall.  You  put  them  both  on  the  same  basis?  _ 

Mr.  Dixon.  They  are  both  competitive  in  that  territory. 

Mr.  Beall.  That  change  resulted  to  the  detriment  of  your  road, 
then? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Beall.  Did  you  willingly  make  the  change  ? 

Mr.  Dixon.  "We  could  not  help  it. 

Mr.  Beall.  Why  could  you  not? 

Mr.  Dixon.  We  had  to  keep  them  on  a  competitive  basis.  There 
was  no  discrimination  between  the  two  concerns.  They  were  both 
very  big  manufacturers  and  big  shippers,  and  if  we  allowed  one  10 
cents  for  service,  they  were  almost  the  same,  and  it  would  have  been 
a  rank  discrimination  to  shut  out  the  other  one. 

Mr.  Beall.  When  it  came  to  a  renewal  of  that  contract  with  this 
independent  concern,  did  you  willingly  enter  into  the  contract  with 
that  concern  for  a  change  of  rate? 

Mr.  Dixon.  I  can  not  answer  that  question,  as  to  whether  it  was 
willingly  or  not.  Somebody  higher  than  myself  passed  on  going  into 
the  arrangement. 

Mr.  Beall.  With  your  understanding  of  the  situation,  what  would 
have  been  the  inducement;  what  would  have  been  the  reason  for  the 
Pennsylvania  Railroad  Co.  agreeing  to  a  change  of  that  sort? 

Mr.  Dixon.  We  would  not  get  any  business.  We  have  got  to  meet 
competitive  conditions. 

Mr.  Beall.  It  was  all  a  case  of  compulsion,  then  ? 

Mr.  Dixon.  I  would  not  like  to  put  it  that  way. 

Mr.  Beall.  As  I  understand  the  situation,  it  would  be  something 
like  this,  that  if  you  did  not  agree  to  that  change,  and  some  other 
road  did  agree  to  it,  this  corporation  would  naturally  give  its  business 
to  the  other  road  ? 

Mr.  Dixon.  That  is  a  natural  result  to  expect. 

Mr.  Beall.  And  was  that  not  about  the  influence  that  prompted 
the  agreement  upon  the  part  of  the  Pennsylvania  road  ? 

Mr.  Dixon.  I  do  not  know  that  you  can  put  it  in  just  that  light. 

Mr.  Beall.  Put  it  from  your  standpoint ;  put  it  as  you  would  like 
to  express  it. 

Mr.  Dixon.  I  would  say  we  were  meeting  competition.  We  are 
after  business.  We  want  to  get  all  the  business  we  can  on  equal  terms 
with  everybody  else.  If  we  do  not  treat  patrons  as  favorably  as  an- 
other connecting  line,  we  can  not  expect  to  get  much  of  their  business, 
excepting  to  strictly  local  points,  business  that  they  can  not  help  giv- 
ing us. 
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Mr.  YoTJNG.  This  Monongahela  road  connected  with  several  other 
large  lines? 

Mr.  Dixon.  Yes;  connected  with  the  Baltimore  &  Ohio  and  the 
Pittsburgh  &  Lake  Erie,  and  ourselves. 

Mr.  Beall.  In  all  these  corporations  you  have  mentioned  as  having 
these  lines,  does  it  happen  with  all  of  them  that  these  little  short  lines 
of  road  connect  with  a  number  of  other  railroads? 

Mr.  Dixon.  Yes;  they  all  do  connect  with  some  road.  Johnstown 
connects  with  the  Baltimore  &  Ohio,  as  well  as  ourselves;  Steelton 
connects  with  the  Reading;  Pottstown  and  Pottsville  and  Pencoyd 
at  Wilmington  all  connect  with  the  Reading,  as  well  as  ourselves. 

Mr.  Beaix.  Where  a  situation  like  that  prevails,  a  railroad  com- 
pany, in  order  to  get  the  benefit  of  business  originating  with  these 
corporations,  has  to  agree  to  a  division  of  the  rates  satisfactory  to  the 
manufacturing  concern? 

Mr.  Dixon.  No;  I  do  not  admit  that.  We  do  not  have  to  agree 
to  it. 

Mr.  Beall.  Was  this  increase  of  rates  satisfactory  to  the  Penn- 
sylvania ? 

Mr.  Dixon.  Yes ;  as  long  as  the  Monongahela  gave  it. 

Mr.  Beall.  Independent  of  the  fact  that  some  other  railroad  gave 
it,  was  it  satisfactory? 

Mr.  Dixon.  I  do  not  want  to  answer  that  question,  for  the  simple 
reason  that  this  whole  question  is  before  the  Interstate  Commerce 
Commission,  and  we  have  to  make  our  arguments  before  the  commis- 
sion for  and  against  this  whole  situation. 

Mr.  Beall.  Is  it  protesting  against  the  present  division  of  rates; 
is  that  the  matter  that  is  up  ? 

Mr.  Dixon.  The  whole  question  is  put  before  the  commission  with 
a  view  of  ascertaining  what  is  a  proper  charge,  if  any,  to  any  of 
these  industries  in  the  Pittsburgh  and  the  Valley  district. 

The  Chairman.  Any  statements  you  may  make  here  will  have 
nothing  to  do  with  the  statements  you  make  there. 

Mr.  Beall.  Does  the  Interstate  Commerce  Commission  attempt  to 
regulate  or  adjust  the  division  of  these  rates  between  railroads  ? 

Mr.  Dixon.  They  have  undertaken  to  do  it  in  a  number  of  cases. 
They  have  rendered  decisions  in  the  Crane  Railroad  case  at  Cata- 
saiiqua;  they  have  rendered  a  decision  in  the  General  Electric  case 
at  Schenectady,  and  another  one  in  the  Solway  Process  case  at 
Syracuse. 

Mr.  Beall.  Dealing  with  the  question  of  the  division  of  freight 
charges  between  the  initial  carrier  and  a  subsequent  carrier? 

Mr.  Dixon.  And  the  terminal  line;  yes. 

Mr.  Beall.  Who  brought  this  case  you  refer  to  in  which  you  say 
this  matter  is  involved;  who  brought  it  before  the  Interstate  Com- 
merce Commission? 

Mr.  Dixon.  It  was  not  brought  in  the  nature  of  a  complaint;  it 
was  submitted  to  them  by  our  attorney,  and  the  attorney  for  the 
Baltimore  &  Ohio  and  the  attorney  for  the  New  York  Central. 

Mr.  Beall.  Does  it  relate  to  this  identical  question  of  a  division 
of  this  particular  rate? 

Mr.  Dixon.  It  relates  to  the  allowances  to  all  the  corporation  in- 
dustries in  Pittsburg  and  the  valley,  as  well  as  the  independents. 

Mr.  Beall.  When  was  it  brought? 
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Mr.  Dixon.  Last  June. 

Mr.  Eeed.  If  Mr.  Beall  will  permit  me,  I  will  offer  in  evidence  the 
order  of  the  commission  taking  cognizance  of  this  question  and 
directing  an  investigation  into  it,  showing  just  what  the  scope  of 
that  investigation  is;  and,  with  the  permission  of  the  committee,  I 
ask  that  it  be  made  a  part  of  the  record  of  the  hearing. 

Mr.  Dixon.  I  understand  that  the  commission,  following  that 
order,  have  set  February  20  for  the  general  hearing.  It  will  take 
up  all  the  cases  in  the  country.  You  see,  all  these  southern  tap-line 
cases  will  come  under  it. 

Mr.  Beall.  Was  that  matter  brought  before  the  Interstate  Com- 
merce Commission  by  these  railroads  looking  to  a  readjustment  of 
this  rate  and  the  reduction  of  the  amount  charged  by  the  initial 
carrier? 

Mr.  Dixon.  We  hope  to  get  a  readjustment  of  it. 

Mr.  Beall.  You  hope  to  get  a  reduction? 

Mr.  Dixon.  That  is  right. 

Mr.  Beall.  Am  I  justified  in  inferring,  then,  from  that  statement 
that  you  think  it  is  too  high  now? 

Mr.  Dixon.  I  am  not  ready  to  admit  that.  We  naturally  want  to 
get  a  readjustment,  because,  if  the  policy  is  to  be  carried  out  all 
through  the  country,  of  course  it  means  the  opening  up  of  a  great 
many  other  questions ;  and  if  the  commission  are  to  decide  just  what 
amount  of  work  these  terminals  will  do  for  us  as  common  carriers, 
it  may  have  to  pass  on  each  case. 

Mr.  Beall.  You  do  not  think,  now,  that  the  work  done  by  the 
Union  Railroad  in  connection  with  freight  that  is  delivered  by  that 
road  to  you  is  suflicient  to  justify  the  division  that  they  are  now 
receiving  ? 

Mr.  Dixon.  Of  course,  they  have  figures  to  substantiate  their  claim. 

Mr.  Beall.  I  am  asking  now  about  your  judgment. 

Mr.  Dixon.  I  would  like  to  pay  them  less,  if  I  can.  But,  do  doubt, 
we  will  have  to  pay  them  the  cost  of  the  service  they  perform. 

Mr.  Beall.  Do  you  not  think  you  are  now  paying  them  a  good  deal 
more  than  the  cost  of  service  ? 

i\Ir.  Dixon.  I  am  really  not  able  to  say  that  without  figures  before 
me  to  substantiate  it. 

_Mr.  Beall.  You  are  traffic  manager;  that  comes  under  your  juris- 
diction— -to  pass  on  questions  of  the  relations  of  your  road  with  other 
roads — does  it  not? 

Mr.  Dixon.  I  know  that  is  true;  but  we  can  not  pass  judgment 
upon  all  these  questions  without  some  data  before  us  to  detei'mine 
them. 

Mr.  Beall.  You  have  been  accumulating  this  data  for  a  good  many 
years,  have  you  not? 

Mr.  Dixon.  Not  for  a  good  many  years. 

Mr.  Beall.  You  have  wrestled  with  this  proposition  ? 

Mr.  Dixon.  Yes. 

Mr.  Beall.  And  you  have  been  of  the  opinion  for  a  number  of 
years,  have  you  not,  that  you  pay  them  too  much? 

Mr.  Dixon.  I  have  been  of  the  opinion  that  I  would  lilte  to  pay 
them  less. 

Mr.  Beall.  You  do  not  want  to  pay  them  less  than  thev  are  justlv 
entitled  to? 
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Mr.  Dixon.  Not  at  all;  that  is  the  question;  what  is  the  charge 
they  ought  to  get  for  the  service  performed  ? 

Mr.  Beall.  The  fact  that  you  want  to  pay  them  less  indicates  that 
you  think  now  they  are  charging  too  much,  because  you  do  not  want 
to  pay  them  less  than  they  are  justly  entitled  to. 

Mr.  Dixon.  Without  any  figures  before  me  I  really  could  not 
answer  that  one  way  or  the  other.  « 

Mr.  Beall.  You  have  had  figures  before  you,  have  you  not? 

Mr.  Dixon.  I  have,  off  and  on. 

Mr.  Beall.  You  have  considered  this  question  for  a  number  of 
years,  have  you  not? 

Mr.  DixoN.  Yes. 

Mr.  Beall.  You  have  had  an  opinion  on  that  question  for  a  number 
of  years  ? 

Mr.  Dixon.  I  do  not  know  that  I  have  had  an  opinion  on  it. 

Mr.  Beall.  Nobody  else  knows  whether  you  have  or  not. 

Mr.  Dixon.  I  want  to  get. the  service  performed  for  our  company 
as  cheaply  as  I  can  by  any  other  company.  Naturally,  we  do  not 
want  to  pay  out  any  more  money  than  we  can  help. 

Mr.  Beall.  You  think  you  are  paying  too  much  now  ? 

Mr.  Dixon.  I  suppose  you  might  put  it  that  way  if  you  want  to. 

Mr.  Beall.  But  you  are  willing  to  pay  them  what  is  just  ? 

Mr.  Dixon.  Certainly. 

Mr.  Beall.  And  you  think  what  you  are  paying  them  now  is  more 
than  is  just? 

Mr.  Dixon.  As  I  say,  without  figures  before  me  to  substantiate 
that,  I  would  not  like  to  put  myself  on  record  on  that  point. 

Mr.  Beall.  I  think  you  have  just  about  put  yourself  on  record. 

Mr.  Dixox.  All  right. 

Mr.  Beall.  I  do  not  see  any  escape  from  the  proposition.  You 
think  you  ought  to  pay  them  less.  You  do  not  want  to  pay  them  less 
than  what  is  just.  It  follows,  then,  that  you  now  think  you  are  pay- 
ing them  more  than  they  are  justly  entitled  to. 

Mr.  Dixon.  It  can  all  be  determined  properly  by  figures.  I  can 
not  possibly  remember  the  figures  and  data  we  have  taken.  We  have 
had  so  many  people  at  work  on  .this.  The  information  is  all  on  file 
in  the  Interstate  Commerce  Commission. 

Mr.  Beall.  You  can  remember  the  conclusions  you  reached  after 
you  investigated  the  figures  ? 

Mr.  Dixon.  I  could  not  possibly  remember  a  figure. 

Mr.  Beall.  When  did  you  put  these  data  before  the  Interstate 
Commerce  Commission? 

Mr.  Dixon.  Last  June. 

Mr.  Beall.  Wliy? 

Mr.  Dixon.  Because  we  wanted  them  to  have  everything  we  had 
gathered  in  connection  with  it. 

Mr.  Beall.  For  the  purpose  of  trying  to  secure  a  readjustment  of 
this  rate;  and  your  hope  is  that  when  the  readjustment  does  come  you 
will  be  required  to  pay  them  less  ? 

Mr.  Dixon.  I  certainly  do. 

Mr.  Beall.  Have  you  a  railroad  commission  in  the  State  of  IPenn- 
sylvania  ? 

Mr.  Dixon.  Yes.  sir. 
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Mr.  Beall.  Has  that  railroad  commission  ever  passed  upon  the 
question  of  the  division  of  rates  within  the  State  of  Pennsylvania  ? 

Mr.  DixoK.  Xo;  not  to  my  knowledge. 

Mr.  Beall.  Has  their  attention  ever  been  directed  to  it  that  you 
know  of? 

Mr.  Dixon.  I  do  not  know  that  it  has. 

Mr.  Beall.  How  long  have  you  had  such  a  commission  in  Penn- 
sylvania ;  a  number  of  years  ? 

Mr.  Dixon.  About  four  or  five  years. 

Mr.  Danforth.  Do  they  regulate  rates  ? 

Mr.  Dixon.  I  do  not  think  they  have  the  power  to  put  in  force  a 
rate.  They  have  the  power  to  investigate  and  suggest  changes,  which 
they  have  done  in  a  great  many  cases.  But  they  have  no  power  to 
force  us  to  make  a  rate  in  the  State  of  Pennsylvania. 

Mr.  Eeed.  If  I  may  explain  the  condition  of  the  law  there,  the  rail- 
road commission  of  the  State  of  Pennsylvania  has  no  rate-fixing 
power,  in  the  sense  that  the  Interstate  Commerce  Commission  has. 
Its  decrees  are  not  the  law  between  the  parties,  so  to  speak.  But  the 
recommendations  which  they  make  in  rate  cases  are  always  followed, 
as  a  matter  of  practice,  by  all  of  the  carriers  and  other  persons 
interested.  There  is  no  instance,  except  one,  I  believe,  where  their 
recommendation  was  resisted ;  and  in  that  case  the  attorney  general 
brought  suit  and  compelled,  %  mandamus,  the  establishment  of  the 
rate  that  they  recommended. 

Mr.  Beall.  About  how  far  west  of  your  line  does  the  Steel  Corpora- 
tion send  its  products,  under  the  freight  situation?  How  far  west 
can  they  send  their  products? 

Mr.  Dixon.  They  send  them  to  the  Pacific  coast. 

Mr.  Beall.  Take  a  shipment  to  the  Pacific  coast;  what  is  the  trans- 
portation charge  per  ton? 

Mr.  Dixon.  I  could  not  tell  you  that. 

Mr.  Beall.  Take  steel  products  to  Cincinnati ;  do  you  know  what 
that  charge  would  be? 

Mr.  Dixon.  No ;  I  could  not  give  you  those  rates ;  I  do  not  carry 
them  in  my  mind. 

Mr.  Beall.  In  this  division  between  the  Pennsylvania  road  and 
this  short-line  railroad,  about  what  is  the  average  per  cent  that  is 
received  by  the  short  line?  Has  that  ever  been  figured  out,  within 
your  knowledge? 

Mr.  Dixon.  No ;  I  do  not  think  it  has. 

Mr.  Beall.  Are  you  in  a  position  to  indicate  to  us  approximately 
what  it  would  be? 

Mr.  Dixon.  Xo  ;  it  would  take  a  great  deal  of  work  to  even  find  how 
that  worked  out.  I  could  take  two  or  three  rates  and  show  it;  for 
instance,  the  rate  to  New  York.     The  rate  to  New  York  is  16  cents. 

Mr.  Beall.  Sixteen  cents? 

Mr.  Dixon.  Sixteen  cents  a  hundred  pounds.  That  would  be  $3.20 
a  ton,  out  of  which  they  get  15  cents  a  ton. 

Mr.  Beall.  That  would  be  o  per  cent? 

Mr.  Dixon.  Yes;  just  about  5  per  cent. 

Mr.  Beall.  They  would  transport  it  from  8  to  15  miles? 

Mr.  Dixon.  Yes:  various  distances. 

Mr.  Beall.  You  would  transport  it,  then,  how  far  to  New  York? 
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Mr.  DixoK.  About  440  miles. 

Mr.  Danfokth.  Who  does  the  assembling  of  the  cars  from  the 
Union  line  to  your  line? 

Mr.  Dixon.  The  Union  Railroad  gives  them  to  us  in  a  yard  and 
we  take  them  from  there. 

Mr.  Young.  Do  they  assemble  the  cars  from  different  places  and 
give  them  to  ypu  ? 

Mr.  Dixon.  In  one  given  place  there.  We  have  a  regular  inter- 
change.   We  take  our  cars  in  there,  and  they  bring  their  cars  out. 

Mr.  Young.  So  that  the  assembling  of  their  cars  is  done  by  them? 

Mr.  Dixon.  Yes. 

Mr.  Young.  They  put  them  where  you  want  them  to  make  up  your 
trains  ? 

Mr.  Dixon.  Yes. 

Mr.  Young.  Is  the  most  of  this  carload  lots  ? 

Mr.  Dixon.  Oh,  yes.  There  is  very  seldom  any  less  than  carload 
business.    That  goes  into  Pittsburgh — ^less  than  carload  business. 

Mr.  Beall.  Do  you  deliver  any  freight  to  this  short  line  that 
originates  on  your  road  ? 

Mr.  Dixon.  Oh,  yes.    You  mean  to  the  Union  Railroad? 

Mr.  Beall.  Yes. 

Mr.  Dixon.  Oh,  yes.  We  furnish  the  limestone  and  coke  and  ore 
and  coal. 

Mr.  Beall.  What  division  is  made  there  ? 

Mr.  Dixon.  The  same  thing. 

Mr.  Beall.  They  are  given  the  same,  10  or  15  cents  ? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Beall.  Has  there  been  any  complaint  on  the  part  of  vour  road 
about  that  division? 

Mr.  Dixon.  No;  nothing  more  than  a  general  argument  of  the 
whole  'case.  It  works  both  ways.  The  division  applies  both  in  and 
out  on  the  same  class  of  commodities. 

Mr.  Eeed.  I  do  not  think  the  witness  means  to  say  that  the  com- 
plaint has  been  made  as  to  the  Union  Railroad  specifically. 

Mr.  Dixon.  Oh,  no ;  it  is  with  the  whole  general  situation — Monon- 
gahela  Connection,  and  the  valleys,  and  the  whole  thing. 

Mr.  Young.  Is  the  service  performed  by  these  terminal  roads  such 
that  a  division  on  the  basis  of  mileage  would  not  be  just? 

Mr.  Dixon.  I  do  not  know.  Ol  course,  it  would  all  depend  on 
what  mileage  basis  you  worked  upon. 

Mr.  Young.  Take  a  shipment  from  Pittsburgh  to  New  York,  where 
you  say  your  distance  is  440  miles,  and  theirs,  I  think,  was  about  8 
miles  ? 

Mr.  Dixon.  Yes ;  you  never  divide  rates  with  any  railroad  on  the 
actual  mileage  prorate.  Generally,  with  common  carriers,  you  divide 
on  a  block  basis ;  it  may  be  10,  20,  30,  40,  or  50  miles.  In  other  cases, 
the  roads  get  terminals  in  addition  to  their  mileage  to  provide  for 
their  facilities,  so  that  roads  coming  in  the  category  of  the  Union 
Railroad  and  the  "  Mon.  Con."  Railroad  are  entirely  different  in  that 
respect. 

Mr.  Young.  Why  so? 

Mr.  Dixon.  They  have  not  got  the  length  of  haurthat  the  Lehigh 
Valley  and  the  New  York  Central  and  those  other  roads  have. 


1994  U3SITED   STATES   STEEL   COEPORATIOlS'. 

Mr.  Young.  Does  the  initial  railroad  almost  universally  get  a 
larger  proportion  of  the  rate  than  its  mileage  would  indicate  it  was 
entitled  to  ?     I  speak  of  a  general  line. 

Mr.  Dixon.  Yes;  as  a  rule,  the  initial  line  generally  demands  the 
long  haul,  because  it  originates  the  traffic.  Oi  course  that  is  one  of 
the  great  troubles  that  we  are  having  to-day  all  over  the  country, 
because  under  the  decisions  of  the  commission  the  shipper  can  route 
his  freight.  That  brings  up  the  question  that  the  initial  line  wants 
to  get  tne  longest  haul  every  time  if  the  freight  originates  on  their 
line.  Years  back  that  was  not  such  a  particular  item,  because  we 
would  give  and  take  on  it.  The  originating  line  might  have  a  very 
short  haul.  But  the  tendency  to-day  is  that  the  originating  line 
wants  the  long  haul  on  all  the  traffic  they  originate. 

Mr.  Young.  By  long  haul  you  mean  the  longest  haul  it  can  give  on 
its  line  ? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Young.  It  wants  to  carry  it  to  the  end  of  its  line? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Young.  That  gives  it  an  advantage  in  trading  with  the  re- 
ceiving roads  ? 

Mr.  Dixon.  Oh,  yes.  Just  to  cite  an  example,  we  are  having  that 
to-day  with  the  New  York  Central.  We  have  had  rates  and  divi- 
sions with  the  New  York  Central  via  Canandaigua  and  Pittsburgh 
to  the  West.  Now  they  are  canceling  all  those  rates,  and  any  traffic 
that  originates  on  their  line  they  are  going  to  give  it  to  us  at  Cleve- 
land. They  want  to  haul  it  all  the  way  out  to  Cleveland  and  then 
distribute  it  from  there,  giving  our  western  system  the  short  end  of 
the  poker.  On  the  reverse  proposition,  coming  east,  we  are  going  to 
haul  it  all  the  way  to  Buffalo  and  give  it  to  them  at  Buffalo.  That 
is  not  a  good  business  proposition,  to  my  mind,  because  it  is  going  to 
make  the  operating  question  a  very  difficult  one. 

The  Chairman.  It  will  increase  the  cost  of  transportation? 

Mr.  Dixon.  I  suppose  it  would,  yes;  because  if  j'ou  have  one 
natural  junction  point  where  the  empties  and  loaded  cars  can  go 
through  you  can  regulate  your  train  service. 

The  Chairman.  You  were  speaking  of  a  rate  of  15  cents  a  ton 
over  the  Union  Railroad.  Do  you  transport  freight  from  Pittsburgh 
to  New  Orleans  over  the  Pennsylvania  lines  ? 

Mr.  Dixon.  Yes;  the  Pennsylvania  lines  would.  We  only  get  a 
little  nominal  haul,  in  Pittsburgh. 

The  Chairman.  To  New  Orleans  ? 

Mr.  Dixon.  Yes ;  because  our  systems  west  take  it. 

The  Chairman.  What  is  the  rate  from  Pittsburgh  to  New  Orleans 
on  a  ton  of  finished  steel  ? 

Mr.  Dixon.  I  could  not  answer  that. 

The  Chairman.  Approximately — ^$6  a  ton? 

Mr.  Dixon.  I  could  not  tell  you.    Mr.  Baird  says  28  cents. 

The  Chairman.  A  ton  ? 

Mr.  Dixon.  Twenty-eight  cents  a  hundred;  that  would  be  $5.60 
a  ton. 

The  Chairman.  I  said  approximately. 

Mr.  Dixon.  Yes. 
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The  Chairman.  When  you  take  a  car  destined  for  New  Orleans 
from  the  Union  lines  you  simply  allow  them  15  cents  a  ton;  is  not 
that  ri^t? 

Mr.  Dixon.  Yes,  sir. 

The  Chairman.  Suppose  that  car  starts  over  the  Wabash  system 
on  its  way  to  New  Orleans;  what  allowance  does  that  road  give  the 
Union  Railroad? 

Mr.  Dixon.  I  have  not  any  direct  knowledge  about  it. 

The  Chairman.  Would  it  give  it  15  per  cent? 

Mr.  Dixon.  I  think  they  have  a  percentage  arrangement  with  the 
Wabash. 

The  Chairman.  Through  haul? 

Mr.  Dixon.  Yes. 

The  Chairman.  Then,  if  it  started  over  the  Wabash,  it  would  get 
15  per  cent  of  the  through  haul,  and  over  your  road  it  would  get  a 
flat  rate  of  15  cents  a  ton  ? 

Mr.  Dixon.  Yes,  sir.  < 

The  Chairman.  What  would  be  the  difference  in  the  route  between 
those  two  shipments? 

Mr.  Dixon.  That  is,  if  the  16  per  cent  is  correct;  I  do  not  say  that. 

Mr.  Reed.  My  information  is  it  is  35  cents  flat  on  the  Wabash, 
because  the  Union  Railroad  has  a  difficult  grade  to  negotiate  in  get- 
ting over  to  the  Wabash  on  the  long  haul.  But  there  is  no  15  per  cent 
about  it. 

The  Chairman.  I  understand  they  get  15  per  cent;  I  think  you  are 
mistaken. 

Mr.  Reed.  My  information  is  different. 

The  Chairman.  Do  you  know  about  whether  it  is  a  percentage 
basis  or  not,  Mr.  Dixon? 

Mr.  Dixon.  My  information,  which  I  got  some  time  ago — it  may  be 
a  little  old — was  that  it  was  a  percentage  arrangement  they  had  with 
the  Wabash. 

The  Chairman.  I  will  ask  you  to  examine  the  through-rate  per- 
centages, giving  the  division  of  through  rates  between  the  Bessemer 
and  Lake  Erie  Railroad  Co.  and  the  Missouri  Pacific,  rate  sheet 
232,  and  tell  me  whether  it  is  a  percentage  basis  or  not. 

Mr.  Dixon  (examining).  This  is  the  Bessemer  &  Lake  Erie  road. 

The  Chairman.  I  think  it  covers  the  Union. 

Mr.  Dixon.  I  wish  Mr.  Baird  would  interpret  this.  I  see  his  name 
is  on  it. 

The  Chairman.  To  straighten  this  matter  out,  I  will  ask  if  freight 
routed  from  the  plants  of  the  Steel  Corporation  to  New  Orleans  is 
not  routed  over  the  Union  Railroad  to  the  Bessemer  &  Lake  Erie, 
and  then  from  the  Bessetner  &  Lake  Erie  over  the  Wabash  ? 

Mr.  Dixon.  You  ask  me  that? 

The  Chairman.  Yes,  sir. 

Mr.  Dixon.  I  should  say  from  this  tariff  that  the  Bessemer  &  Lake 
Erie  get  15  per  cent  and  the  Wabash  and  Pittsburgh  Terminal  get 
15  per  cent. 

Mr.  Danforth.  That  was  not  what  he  asked  you.  He  asked  you  if 
the  goods  were  not  routed  over  that  line,  over  the  Union  Railroad, 
the  Bessemer  &  Lake  Erie,  and  then  the  Wabash  ? 

The  Chairman.  Or  the  Wabash  Terminals. 
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Mr.  DixoN.  Yes.  The  routing  of  this  is  via  the  Wabash  to  East 
St.  Louis,  and  the  Missouri  Pacific  beyond. 

The  Chairman.  Then,  if  the  Steel  Corporation  routes  its  freight 
over  the  Wabash  by  way  of,  first,  the  Union  Eailroad,  which  connects 
directly  with  the  Bessemer  &  Lake  Erie — which  is  all  a  continuous 
line — then  over  the  Wabash,  and  to  the  Wabash  Terminal,  it  would 
get  15  per  cent  of  the  through  rate,  would  it  not  ? 

Mr.  Dixon.  That  would  be  my  understanding  from  this  tariff,  sir. 

The  Chairman.  Can  you  tell  me  why  they  would  pay  one  railroad 
15  cents  a  ton  and  pay  another  railroad  practically  90  cents  a  ton  for 
the  same  service;  or  receive  from  it  90  cents  a  ton  for  the  same 
service  ? 

Mr.  Reed.  I  object  to  that  question,  Mr.  Chairman,  because  the 
tariff  on  which  it  is  based  expressly  shows  that  it  does  not  apply_  from 
Union  Railroad  stations  at  all.  The  tariff  on  which  the  Chairman 
bases  his  question  is  the  Bessemer  tariff,  applying  only  from  Besse- 
mer statigns. 

The  Chairman.  Exactly.  The  Union  Railroad  connects  with  the 
Bessemer  &  Lake  Erie. 

Mr.  Reed.  But  the  tariffs  granted  on  that  do  not,  any  of  them,  go 
over  the  Union  Railroad. 

The  Chairman.  Is  there  any  physical  difficulty  or  is  there  any- 
thing to  prevent  the  Union  Railroad  from  running  its  car  onto  the 
tracks  of  the  Bessemer  &  Lake  Erie  and  from  thence  over  the  Wabash, 
and  do  you  not  do  it? 

Mr.  Reed.  It  may  be  that  that  is  done,  and  that  is  not  covered  by 
that  tariff. 

The  Chairman.  The  Bessemer  &  Lake  Erie  Railroad  shipping 
freight  over  the  Wabash  gets  15  per  cent  of  the  through  haul,  does  it 
not,  according  to  that  rate  sheet,  the  division  rate  published  there? 

Mr.  Dixon.  Yes,  sir.  That  is  what  I  would  understand  from  that, 
Mr.  Chairman. 

The  Chairman.  Is  it  not  physically  possible  for  the  Union  Rail- 
road to  ship  its  freight  onto  the  lines  of  the  Bessemer  &  Lake  Erie  ? 

Mr.  Dixon.  It  is. 

The  Chairjian.  Does  not  the  Union  Railroad  send  all  of  its 
freight^ — for  instance,  its  lake  coal  and  things  of  that  kind — or  the 
greater  portion  of  it,  over  the  Bessemer  &  Lake  Erie  to  lake  ports? 

Mr.  DixoN.  That  is  quite  right. 

The  Chairman.  Does  not  the  ore  from  the  Bessemer  &  Lake  Erie 
go  directly  on  to  the  Union  Railroad  before  reaching  the  corpora- 
tion's plant? 

Mr.  Dixon.  That  is  right. 

The  Chahuhan.  Then  it  would  be  the  usual  and  natural  course  for 
a  carload  of  freight  out  of  any  one  of  the  plants  of  the  United  States 
Steel  Corporation  to  go  over  the  Union  Railroad  to  the  Bessemer  & 
Lake  Erie  Railroad  and  then  to  connect  with  other  railroads,  would 
it  not? 

Mr.  Dixon.  That  is  my  understanding. 

The  Chairman.  Do  you  know  any  reason  why  it  is  possible  for  the 
Bessemer  &  Lake  Erie  Railroad  to  exact  from  the  Wabash  Rail- 
road 90  cents  per  ton  for  the  same  service  that  they  pay  you  16  cents 
a  ton  flat  for — freight  destined  for  New  Orleans  ? 
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Mr.  Dixon.  I  would  assume  that  if  the  corporation  could  get  the 
location  and  the  equipment  on  the  Wabash  road  they  would  no  doubt 
give  a  very  large  proportion  of  the  business  to  them.  But  I  do  not 
think  the  Wabash  system  can  furnish  them  the  equipment,  and  I  do 
not  think  they  can  wait  several  days  to  get  it. 

The  Chaieman.  They  are  a  weaker  and  smaller  railroad  than  the 
Pennsylvania ;  is  not  that  true  ? 

Mr.  Dixon.  Oh,  yes;  certainly  they  are. 

The  Chairman.  They  have  not  the  power  to  deal  at  arm's  length 
with  the  Steel  Corporation  that  you  have;  is  not  that  true? 

Mr.  Dixon.  I  hope  it  is  true. 

The  Chairman.  And  that  is  the  reason  why  they  accept  this  freight 
at  a  so  much  greater  loss  of  revenue  than  you  do,  is  it  not? 

Mr.  Dixon.  I  should  think  so ;  yes. 

Mr.  Young.  Do  they  furnish  as  good  service  as  you  do  ? 

Mr.  Dixon.  I  do  not  see  how  they  can.  I  should  think  that  if  the 
Steel  Corporation  had  a  thousand  more  tons  to  go  to  New  Orleans 
they  would  not  wait  for  the  Wabash  to  get  equipment,  unless  they 
gave  them  a  month's  notice  to  gather  it  up,  as  they  can  not  wait  for 
their  business.    They  have  to  load  it  and  get  it  out. 

The  Chairman.  Is  not  this  true,  that  it  is  good  enough,  what  there 
is  of  it,  but  there  is  not  enough  of  it,  such  as  it  is ;  is  not  that  the  case  ? 

Mr.  Dixon.  That  is  right* 

Mr.  Young.  If  the  service  is  not  the  same,  that  would  be  one  reason 
for  the  rate  being  different,  would  it  not  ? 

Mr.  Dixon.  Yes.  The  service  would  have  a  great  deal  to  do  with 
it,  and  the  length  of  the  haul.  I  think  the  Wabash  have  two  or  three 
times  the  haul  we  have. 

Mr.  Young.  Two  or  three  times  the  distance  ? 

Mr.  Dixon.  Yes;  I  think  they  have  a  big  loop  there  to  go  around 
to  connect  the  Wabash  road ;  that  is  my  recollection. 

Mr.  Young.  Is  the  Wabash  road  in  the  hands  of  a  receiver  now, 
Mr.  Dixon? 

Mr.  Eeed.  The  Wabash  is  not,  but  the  Wabash-Pittsburgh  Termi- 
nal is. 

The  Chairman.  Does  the  Wheeling  &  Lake  Erie  connect  with  the 
Bessemer  &  Lake  Erie. 

Mr.  Dixon.  I  can  not  answer  you  that. 

Mr.  Reed.  It  does,  Mr.  Chairman,  through  the  Union  and  the 
Wabash-Pittsburgh  Terminal. 

The  Chairman.  To  get  back  to  the  original  proposition,  the  steel 
companies  whose  switching  facilities  are  not  incorporated  as  com- 
mon carriers  deliver  their  freight  to  you  by  means  of  these  same  phys- 
ical apparatus  that  those  do  whose  facilities  are  incorporated;  do 
they  not?  What  I  mean  is  this,  any  steel  company  has  its  own  tracks 
and  its  own  switching  lines. 

Mr.  Dixon.  Yes. 

The  Chairman.  But  some  steel  companies  take  these  tracks  on  their 
own  property,  owned  absolutely  by  them,  land  and  cars  and  locomo- 
tives and  everything,  and  they  incorporate  them  under  a  separate 
company.  Then,  acting  as  common  carriers,  you  make  certain  terms 
with  them  in  order  to  secure  their  freight ;  is  not  that  true  ? 

Mr.  Dixon.  I  do  not  think  your  statement,  as  I  understand  it,  is 
exactly  right.    They  do  not  incorporate  all  the  tracks  in  the  mills. 
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The  Chairman.  No  ;  but  they  incorporate  a  part  of  the  track  be- 
tween the  mill  and  the  oonsi^ee? 

Mr.  Dixon.  Yes ;  that  is  right. 

The  Chairman.  There  are  other  manufactarers  of  steel  who  have 
similar  tracks,  except  they  are  not  so  great  in  extent,  who  peridrm 
the  same  service,  but  have  no  part  of  their  tracks  incorporated  as 
a  common  carrier ;  is  not  that  true  ? 

Mr.  Dixon.  Yes;  that  is  true. 

The  Chairman.  The  concern  that  does  own  a  line  of  railroad,  act- 
ing as  a  common  carrier,  can  make  arrangements  with  you  for  a  di- 
vision of  rates  ? 

Mr.  Dixon.  I  think  so,  under  the  interstate-commerce  law. 

The  Chairman.  And  the  concern  which  has  no  such  switching  fa- 
cilities incorporated  in  that  way  can  not  make  terms  with  you  ? 

Mr.  Dixon.  That  is  right. 

The  Chairman.  So  the  manufacturer  who  does  make  terms  for  a 
division  of  rates  has  this  advantage  over  the  one  who  does  not — that 
is,  he  has  an  opportunity  to  make  the  difference  between  the  actual 
cost  of  the  service  and  what  you  give  him  for  the  service? 

Mr.  Dixon.  That  is  true. 

The  Chairman.  And  is  not  that  the  complaint  that  Mr.  Schwab 
and  the  rest  of  these  people  are  making  to  the  Interstate  Commerce 
Commission,  in  its  essence? 

Mr.  Dixon.  I  do  not  understand  Mr.  Schwab  has  filed  any  com- 
plaint with  the  commission  yet. 

The  Chairman.  I  mean  that  he  has  made  to  you;  is  not  that  the 
complaint  your  railroad  hears  now  about  this  condition  of  affairs  ? 

Mr.  Dixon.  That  is  about  it;  yes. 

The  Chairman.  Do  you  know  about  what  your  railroad  makes  per 
train  a  mile  for  the  transportation  of  freight  ? 

Mr.  Dixox.  I  think  maybe  I  can  tell  you  [producing  book]. 

Mr.  Reed.  Are  you  asking  now  as  to  ore  or  all  classes  of  freight? 

The  Chairman.  On  the  same  classification  as  ore;  I  do  not  Care 
whether  it  is  ore  or  something  that  costs  the  same  rate  per  ton. 

Mr.  Sterling.  Do  you  mean  train-mile  or  ton-mile? 

The  Chairman.  Train-mile;  what  the  train  makes  every  time  it 
goes  over  a  mile. 

Mr.  Sterling.  That  would  depend  on  the  size  of  the  train. 

The  Chairman.  Oh,  yes ;  the  Interstate  Commerce  Commission  has 
figures  on  it. 

Mr.  Reed.  I  would  object  to  so  much  of  that  question  &s  related  to 
the  parts  of  the  railroad  in  the  mountains  and  other  hilly  conntries, 
service  unlike  that  of  the  Steel  Corporation's  roads. 

The  Chairman.  That  would  be  to  the  advantage  of  the  ore  roads, 
because  they  are  not  in  the  hilly  countries.  We  are  giving  you  that 
without  any  extra  charge. 

Mr.  Reed.  You  are  charging  us. 

The  Chairman.  I  am  not  talking  about  the  cost;  I  am  talking 
about  income. 

Mr.  Dixon.  The  average  revenue  per  ton  ? 

The  Chairman.  The  gross  revenue. 

Mr.  Dixon.  The  average  revenue  per  ton  for  1910  on  our  line  was 
91  cents. 

Mr.  Sterling.  Xot  per  mile  ? 
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Mr.  Dixon.  That  is  the  average  revenue  per  ton.  The  average 
revenue  per  ton  per  mile  was  0.583  mills.  That  is,  for  the  year  1910. 
That  is  shown  in  our  annual  report. 

The  Chairman.  Do  you  know  about  what  an  ordinary  ore  car 
carries,  the  tonnage  of  it? 

Mr.  Dixon.  They  will  carry  anywhere  from  80,000  to  100,000 
pounds. 

The  Chairman.  How  many  tons  is  that  ? 

Mr.  Dixon,  One  hundred  thousand  pounds  would  run  about  50 
tons— 40  to  50. 

The  Chairman.  How  many  cars  will  an  engine  pull,  say,  from 
Conneaut  to  Pittsburgh? 

Mr.  Dixon.  I  do  not  know.  I  have  nothing  to  do  with  the  lines 
west  of  Pittsburgh. 

The  Chairman.  Would  you  regard  an  average  revenue  per  train- 
mile  of  from  $15  to  $50  as  excessive  ? 

Mr.  Dixon.  $50  for  a  train? 

The  Chairman.  For  one  mile,  yes ;  per  train-mile  income  ?  Every 
time  the  train  went  a  mile  it  made  $15  to  $50 ;  do  you  think  that  is 
excessive  ? 

Mr.  Dixon.  No  ;  I  do  not  think  that  is  very  excessive.  I  think  we 
can  show  you  a  great  many  cases  where  it  cost  more  than  that. 

The  Chairman.  What  is  your  average  rate  for  a  train-mile?  I 
thought  you  said  58  cents. 

Mr.  Dixon.  That  is  per  ton  per  mile,  or  0.583  mills. 

The  Chairman.  I  am  talking  about  the  income  of  the  train. 

Mr.  Dixon.  I  have  not  got  that. 

The  Chairman.  Do  you  know  what  the  Interstate  Commerce  Com- 
mission's figures  are  on  that? 

Mr.  Dixon.  No;  I  do  not. 

The  Chairman.  Do  they  not  show  an  average  rate  of  $2.80  ? 

Mr.  Dixon.  I  heard  that  expressed  here  this  morning.  i 

The  Chairman.  Is  not  that  a  fact  ? 

Mr.  Dixon.  I  could  not  tell  you;  I  have  not  seen  it;  I  made  a 
note  of  that  to  look  it  up. 

Mr.  Sterling.  You  do  not  mean  58  cents  per  ton  per  mile  ? 

Mr.  Dixon.  Yes. 

Mr.  Sterling.  That  would  be  outrageous,  58  cents  per  ton  per  mile. 
You  would  not  get  $58  for  hauling  a  ton  of  coal  100  miles. 

Mr.  Dixon.  No.  You  must  remember  that  takes  in  everything  we 
carry.  I  am  giving  you  the  average  from  our  annual  report.  That 
carries  silk,  teas,  and  coflfees. 

The  Chairman.  Do  you  get  58  cents  for  carrying  a  ton  of  freight 
a  mile,  on  the  average? 

Mr.  Dixon.  That  is  the  average. 

Mr.  Sterling.  Whatever  it  was,  you  would  not  charge  $58  for  haul- 
ing a  ton  of  anything  a  hundred  miles,  would  you  ? 

Mr.  Dixon.  Certainly  not. 

Mr.  Young.  Your  statement  is  that  is  the  average  you  do  charge. 

Mr.  Dixon.  That  was  the  average  per  train  per  mile. 

Mr.  Sterling.  I  was  talking  about  tons. 

Mr.  Dixon.  Did  I  not  say  per  train  per  mile  ? 

Mr.  Young.  Later  you  said  per  ton. 

Mr.  Dixon.  The  average  revenue  per  train  per  mile. 
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The  Chairman.  You  mean  every  time  a  freight  train  goes  a  mile 
it  makes  58  cents,  on  an  average  ? 

Mr.  Dixon.  Yes. 

The  Chaieman.  Gross? 

Mr.  Dixon.  I  assume  that  is  gross ;  yes. 

The  Chaibman.  Would  you  regard  a  gross  revenue  of  from  $8Q  to 
$50  per  mile  per  moving  train  as  excessive? 

Mr.  Dixon.  From  $20  to  $50  a  mile  for  a  train?  ^ 

The  Chairman.  Yes. 

Mr.  Dixon.  That  would  be  a  pretty  good  revenue. 

The  Chairman.  Do  you  not  think  it  would  be  an  inordinate  reve- 
nue? 

Mr.  Dixon.  Yes ;  it  would  be  pretty  high. 

Mr.  Steeling.  I  understand  you  to  say  that  you  make  a  division  of 
rates  with  the  United  States  Steel  Corporation  and  with  Jones  & 
Laughlin  Co.,  and  you  named  several  others,  did  you  not? 

Mr.  Dixon.  In  the  beginning  I  named  several  other  similar  com- 
panies on  our  lines  east ;  but  not  that  we  made  allowance  to. 

Mr.  Steeling.  Are  those  the  only  two  you  make  an  allowance  to? 

Mr.  Dixon.  Those  are  the  only  two  we  make  an  allowance  to. 

Mr.  Sterling.  There  are  others  similarly  situated  on  your  lines, 
are  there  not? 

Mr.  Dixon.  There  are  other  concerns  of  a  similar  nature,  yes; 
located  on  our  lines. 

Mr.  Steeling.  Why  do  you  not  make  an  allowance  to  them  ? 

Mr.  Dixon.  We  never  have.  As  I  said  in  the  first  place,  the  Pitts- 
burgh situation  and  the  valley  situation  were  a  growth  of  years. 

Mr.  Keed.  Are  you  not  forgetting  Buffalo  again  ? 

Mr.  Dixon.  And  Buffalo ;  but  the  Buffalo  situation  came  after  the 
valley. 

Mr.  Eeed.  You  make  them  an  allowance  ? 

Mr.  Dixon.  Yes ;  the  allowances  were  never  brought  east  of  Pitts- 
burgh. 

Mr.  Steeling.  Do  you  make  allowances  just  whenever  you  have 
to  make  them,  and  refuse  them  where  you  are  not  obliged  to  make 
them  by  reason  of  competition? 

Mr.  Dixon.  Well,  we  have  refused  to  do  it  in  the  East. 

Mr.  Steeling.  Is  not  that  a  discrimination  ? 

Mr.  Dixon.  We  do  not  think  it  is  a  discrimination  in  that  sense  of 
the  word,  for  the  reason  that  the  localities  in  the  valleys,  and  Pitts- 
burgh, had  this  allowance  for  some  25  years,  and  the  business  condi- 
tions and  the  rate  adjustments  have  all  been  made  with  this  fact 
before  us  and  everybody  all  the  time. 

Mr.  Steeling.  What  do  you  mean  by  the  valley  conditions? 

Mr.  Dixon.  In  the  Mahoning  and  Chenango  Valleys;  that  is, 
west  of  Pittsburgh. 

Mr.  Steeling.  I  do  not  know  what  the  differences  in  conditions 
are.  Can  you  state  the  difference  in  conditions  that  justifies  the  mak- 
ing of  an  allowance  in  Pittsburgh  and  not  elsewhere?  What  are 
the  conditions?  Are  they  physical  conditions  or  conditions  relating 
to  competition? 

I — 

'  The  average  train  load  is  649.01  tons ;  the  average  revenue  per  ton  per  mile  Is 
0.583  mill ;  the  average  revenue  per  train  per  mile  is  $3,784. 
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Mr.  Dixon.  No;  it  is  the  growth  of  the  competitive  conditions, 
really.  The  eastern  iron  interests  have  never  had  these  allowances, 
and  while  they  have  known  of  them,  and  asked  for  them,  we  have  de- 
clined to  give  them. 

Mr.  Young.  What  do  you  mean  by  the  eastern  interests  ? 

Mr.  Dixon.  Like  Steelton  and  Bethlehem. 

Mr.  Young.  You  mean  points  east  of  Pittsburgh  ? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Steeling.  I  presume  that  permits  Pittsburgh  to  compete  in 
the  Atlantic  coast  market  with  Bethlehem  and  these  other  institutions 
farther  east,  does  it  not — ^your  discrimination? 

Mr.  Dixon.  Well,  I  do  not  know  whether  that  allowance  to  the 
Union  Kailroad,  or  to  their  aflSliations,  would  overcome  the  dif- 
ferences in  the  rates.  It  would  not,  because  their  rates  are  very  much 
lower  from  the  eastern  furnaces. 

Mr.  Sterling.  It  would  help  in  that  direction  ? 

Mr.  Dixon.  I  suppose  you  might  say  that  it  would  be  a  factor. 

Mr.  Young.  Mr.  Dixon,  I  have  not  been  quite  able  to  understand 
you  as  to  at  what  points  you  made  these  arrangements,  because  I  think 
you  have  stated  it,  inadvertently,  several  ways.  You  have  one  ar- 
rangement with  the  Union  Railroad  Co.  ? 

Mr.  Dixon.  With  the  Union  and  the  Monongahela,  connecting  both 
at  Pittsburgh,  and  the  South  Buffalo  Railroad  with  the  Lackawanna 
Steel  at  Buffalo. 

Mr.  Young.  Do  you  have  any  with  the  Cambria  ? 

Mr.  Dixon.  No,  sir. 

Mr.  Young.  And  yet  you  own  a  large  interest  in  the  Cambria  ? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Young.  Do  you  make  that  right  by  fixing  the  rate  so  that  they 
are  in  competitive  conditions  with  Pittsburgh? 

Mr.  Dixon.  Only  on  the  coke  and  ore  and  limestone  for  the  making 
of  pig  iron. 

Mr.  Young.  That  is  all  the  raw  material  that  they  use  for  that 
purpose,  is  it  not? 

Mr.  Dixon.  Of'  course  there  are  a  lot  of  other  raw  materials  that 
go  into  the  plants,  such  as  sand  and  brick  and  things  of  that  kind; 

Mr.  Young.  Oh,  yes. 

Mr.  Dixon.  But  at  Johnstown  there  is  a  furnace  allowance  from 
those  commodity  rates  for  the  coke,  ore,  and  limestone. 

Mr.  Young.  Is  that  an  allowance  simjlar  to  the  one  made  on  the 
Union  Railroad? 

Mr.  Dixon.  It  is  based  on  the  allowance  of  the  Union  Railroad, 
but  it  is  so  much  per  car. 

Mr.  Young.  It  is  done  in  a  different  way,  but  it  amounts  to  the 
same  thing? 

Mr.  Dixon.  Yes. 

Mr.  Young.  Is  that  so  with  the  Republic  Iron  &  Steel  Co.? 

Mr.  Dixon.  I  could  not  answer  that.  That  is  west  of  Pittsburgh. 
I  am  not  familiar  with  that. 

Mr.  Young.  Yes. 

Mr.  Dixon.  But  there  are  one  or  two  other  concerns  in  Pittsburgh. 

Mr.  Young.  Is  there  a  similar  arrangement  made  by  the  Pennsyl- 
vania Steel  Co.? 

Mr.  Dixon.  No,  sir. 
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Mr.  Young.  How  do  you  arrange  with  them  to  put  them  on  a  com- 
petitive basis? 

Mr.  Dixon.  We  have  no  arrangement  with  them  at  all. 

Mr.  Young.  You  own  all  of  that  yourself,  do  you  not  ? 

Mr.  Dixon.  No ;  the  Philadelphia  &  Eeading,  too. 

Mr.  Young.  What  is  that? 

Mr.  Dixon.  The  Philadelphia  &  Reading  and  ourselves. 

Mr.  Young.  You  own  the  control,  do  you  not? 

Mr.  Dixon.  Yes. 

Mr.  Young.  You  do  not  mean  that  you  put  your  own  steel  corpora- 
tion, the  Pennsylvania  Steel  Corporation,  in  a  worse  condition  com- 
petively  than  you  do  Jones  &  Laughlin,  do  you  ? 

Mr.  Dixon.  Well,  they  are  doing  business.  We  have  not  put  them 
out  of  business. 

Mr.  Young.  Do  you  think  you  discriminate  against  them  ? 

Mr.  Dixon.  Well,  they  think  we  do.  I  doubt  whether  we  have  dis- 
criminated against  the  Pennsylvania  Steel  Corporation  by  making 
these  allowances  in  Pittsburgh. 

Mr.  Young.  You  doubt  it? 

Mr.  Dixon.  Yes. 

Mr.  Young.  Why? 

Mr.  Dixon.  Because  I  think  some  readjustment  in  the  rates  would 
have  to  be  made  if  the  terminal  adjustments  were  changed. 

Mr.  Young.  Yes.  It  does  not  make  much  difference  whether  you 
make  this  allowance  by  a  division  of  rates  with  some  terminal  road 
or  reduce  your  rates,  does  it,  as  to  the  result  in  the  end  ? 

Mr.  Dixon.  I  think  that  with  the  competition  there  of  the  different 
iron  centers,  and  with  the  sensitiveness  with  which  all  these  rates  are 
adjusted,  any  change  which  might  be  made  would  necessitate  some 
readjustment  in  the  rates  on  raw  materials. 

Mr.  Young.  In  other  words,  if  you  should  be  able,  through  this 
proceeding  before  the  Interstate  Commerce  Commission,  to  get  a 
readjustment  of  the  division  of  rates  with  the  Union  Railroad  and 
the  Monongahela  road,  so  that  you  got  a  larger  proportion  of  it,  that 
would  necessitate  a  reduction  of  rates  to  the  Cambria  and  the  Penn- 
sylvania, would  it? 

Mr.  Dixon.  I  think  that  would  be  the  natural  sequence  of  it. 

Mr.  Young.  How  far  east  of  Pittsburgh  is  the  Pennsylvania  plant? 

Mr.  Dixon.  You  mean  the  Pennsylvania  Steel  ? 

Mr.  Young.  The  Pennsylvfinia  Steel  Co.  ? 

Mr.  Dixon.  It  is  about  248  miles. 

Mr.  Young.  Do  they  have  plants  in  more  than  one  place  ? 

Mr.  Dixon.  They  have  one  at  Sparrow  Point. 

Mr.  Young.  And  do  you  handle  material  for  the  Maryland  Steel 
Co.  also? 

Mr.  Dixon.  We  handle  some  of  it.  The  Baltimore  &  Ohio  and  the 
Western  Maryland  and  ourselves  handle  it. 

Mr.  Young.  Would  that  necessitate  a  change  of  rates  for  them — a 
readjustment? 

Mr.  Dixon.  It  might. 

Mr.  Young.  So  that  your  idea  is  that,  as  between  these  different 
steel  companies,  at  present  your  rates  are  nondiscriminatory,  includ- 
ing these  allowances  to  the  Union  Railroad  and  the  Monongahela 
Railroad  ? 
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Mr.  Dixon.  Yes.  * 

Mr.  Young.  But  you  are  inclined  to  think  that  the  Pennsylvania 
Railroad  does  not  get  quite  its  share  out  of  the  division  of  that  rate? 

Mr.  Dixon.  We  would  like  to  get  a  little  more. 
•   Mr.  Sterling.  Does  the  Pennsylvania  steel  plant  just  manufacture 
for  the  railroad,  or  is  it  in  the  market  generally  ? 

Mr.  Dixon.  The  Pennsylvania  Steel  Co.  ? 

Mr.  Stekijnq.  Yes. 

Mr.  Dixon.  Oh,  my;  yes. 

Mr.  Steeling.  It  is  as  competitive  as  the  other  steel  plants? 

Mr.  Dixon.  Oh,  my ;  yes.  It  is  a  very  strong"  competitor.  It  is  a 
very  large  concern. 

The  Chairman.  Mr.  Dixon,  the  Pennsylvania  Railroad,  as  I  un- 
derstand, .owns  a  majority  of  the  stock  of  the  Pennsylvania  Steel 
Co.;  is  that  true? 

Mr.  Dixon.  I  think  that  is  right.  Now,  I  would  not  like  to  answer 
on  that. 

The  Chaibman.  I  think  Judge  Gary  stated  that. 

Mr.  Dixon.  I  do  not  know  whether  we  own  the  majority  of  it,  or 
whether  the  Philadelphia  &  Reading  and  ourselves  own  the  majority. 
I  forget  just  the  percentage  of  it. 

The  Chairman.  At  any  rate,  a  majority  of  the  stock  of  the  Penn- 
sylvania Steel  Co.  is  owned  by  common  carriers? 

Mr.  Dixon.  Yes. 

The  Chairman.  And  these  common  carriers  make  rates  which  in 
•effect  discriminate  against  the  concern  in  which  they  have  the  most 
vital  interest? 

Mr.  Dixon.  Well,  I  do  not  think  I  said  that.  I  would  not  want 
you,  for  a  minute,  to  draw  an  inference  that  I  made  any  such  state- 
ment. 

Mr.  Young.  I  understood  you  just  to  the  contrary. 

The  Chairman.  I  beg  your  pardon ;  I  did  not.  But  has  the  Penn- 
sylvania Steel  Co.  to-day  the  same  advantage,  the  same  rate  for  the 
transportation  of  its  production,  the  same  liberality  in  the  division 
of  rates,  that  the  United  States  Steel  Corporation  lias,  for  instance  ? 

Mr.  Dixon.  I  think  thej^  have ;  yes,  sir. 

The  Chairman.  Are  their  switching  facilities  incorporated  ? 

Mr.  Dixon.  No,  sir;  I  do  not  think  they  are. 

The  Chairman.  When  the  Pennsylvania  Steel  Co.  sends  its  freight 
to  the  Pennsylvania  Railroad  you  charge  the  Pennsylvania  Steel  Co. 
the  full  rate  from  the  time  you  get  its  freight  until  you  deliver  it,  do 
you  not? 

Mr.  Dixon.  That  is  right. 

The  Chairman.  When  the  United  States  Steel  Corporation,  hav- 
ing plants  in  Pittsburgh,  delivers  to  you  freight  over  the  Union  Rail- 
road, you  give  them  a  flat  drawback  of  10  cents  a  ton,  do  you  not? 

Mr.  DrxoN.  That  is  right ;  on  those  certain  materials. 

The  Chairman.  On  certain  materials  ?  That  drawback  is  in  excess 
of  the  cost  of  the  service,  is  it  not? 

Mr.  DxxoN.  Well,  now,  I  would  not  answer  that,  because  I  do  not 
know. 

The  Chairman.  Do  you  not  believe  it  is  in  excess  of  the  cost  of 
the  service? 

Mr.  Dixon.  I  would  like  to  think  that  it  was. 
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The  Chairman.  You  "would  like  to  think  that  it  was? 
Mr,  DrxoN.  Yes. 

The  Chairman.  Why  do  you  want  to  think  it  is  ? 

Mr.  Dixon.  So  that  we  would  pay  them  less  money. 

The  Chairman.  Certainly.  But  would  you  want  to  pay  them  less 
money  than  the  service  was  worth? 

Mr.  Dixon.  No. 

The  Chairman.  You  would  not  want  to  pay  them  less  money 
unless  you  believed  you  were  paying  them  more  than  the  service  was 
worth,  would  you  ?  You  would  not  want  to  have  them  do  service  for 
you  at  a  loss? 

Mr.  DrxoN.  Certainly  not. 

The  Chairman.  If  you  did  not  believe  that  it  was  just  and  right 
that  you  should  pay  them  less  money,  you  would  not  ask.it  or  want 
it,  would  you? 

Mr.  Dixon.  No,  sir;  certainly  not. 

The  Chairman.  So  that  your  desire  to  pay  them  less  money,  as  an 
.honest  man,  is  based  upon  your  conviction  that  you  ought  to  pay 
them  less  money,  is  it  not? 

Mr.  Dixon.  I  can  not  exactly  follow  that  question.  Let  me  have 
that  question  over  again. 

(The  question  was  repeated  by  the  stenographer.) 

Mr.  Dixon.  I  guess  that  is  right.    That  is  right. 

The  Chairman.  Then,  if  you  are  paying  the  United  States  Steel 
Corporation  more  money  for  this  service  than  is  compensatory  for 
the  service,  to  that  extend  you  are  giving  them  an  advantage  over 
your  own  company,  the  Pennsylvania  Steel  Co.  ? 

Mr.  Dixon.  Well,  if  that  is  so  that  is  right. 

The  Chairman.  Do  you  know  why  your  railroad  is  forced  to  dis- 
criminate against  its  own  subsidiary  concerns? 

Mr.  Dixon.  Why  is  it  what — forced  to? 

The  Chairman.  Yes  ? 

Mr.  Dixon.  I  do  not  think  it  is. 

The  Chairman.  Why,  it  does  ? 

Mr.  Dixon.  I  do  not  think  it  does. 

The  Chairman.  If  you  are  paying  the  Steel  Corporation  for 
switching  charges  more  than  they  are  entitled  to,  and  are  paying 
nothing  to  your  own  concern  for  such  charges,  then  you  are  discrim- 
inating against  your  own  concern,  are  you  not  ? 

Mr.  Dixon.  Well,  if  that  was  so,  possibly ;  yes. 

The  Chairman.  Yes. 

_Mr.  Dixon.  But  that  is  the  very  point  that  we  want  to  get  deter- 
mined by  the  Interstate  Commerce  Commission. 

The  Chairman.  Exactly.    If  that  is  the  case,  why  is  it  the  case? 

Mr.  Dixon.  I  can  not  answer  that. 

The  Chairman.  Have  you  any  idea? 

Mr.  Dixon.  No. 

The  Chairman.  Will  we  have  to  go  higher  up  for  that  answer? 

Mr.  Dixon.  I  do  not  know.  I  do  not  think  so,  because,  as  I  said 
before,  I  do  not  feel  that  in  the  present  situation  the  Pennsylvania 
Steel  Co.  are  being  discriminated  against. 

Mr.  Sterling.  Are  you  through,  Mr.  Chairman  ? 

The  Chairman.  Yes. 
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Mr.  Sterling.  As  I  understand  it,  the  Union  EaUroad  is  0"vVned 
by  the  United  States  Steel  Corporation? 

Mr.  Dixon.  Yes. 

Mr.  Sterling.  And  it  connects  the  plants  of  that  company  with 
the  Pennsylvania  Railroad? 

Mr.  Dixon.  Yes. 

Mr.  Sterling.  And  with  any  other  roads? 

Mr.  Dixon.  The  Baltimore  &  Ohio,  the  Pittsburgh  &  Lake  Erie, 
and  the  Wabash. 

Mr.  Sterling.  Do  those  roads  make  the  same  division  of  rates  to 
the  Union  Railroad  that  the  Pennsylvania  Railroad  makes? 

Mr.  Dixon.  I  understand  that  they  all  do,  excepting  the  Wabash. 

Mr.  Sterling.  And  it  makes  none? 

Mr.  Dixon.  It  makes,  as  I  said  a  little  while  ago,  a  little  difference. 

Mr.  Sterling.  The  others  make  the  same  rate  as  yours? 

Mr.  Dixon.  Yes ;  that  is  my  understanding. 

Mr.  Reed.  In  connection  with  the  examination  by  Mr.  Young,  I 
would  like  to  suggest  that  it  is  my  information  that  these  furnace 
allowances  that  Mr.  Dixon  has  testified  are  made  to  the  Cambria 
Steel  Co.  are  also  made  to  all  of  the  independent  furnace  owners  in  the 
Pittsburgh  district. 

Mr.  YoTjNG.  Is  that  right,  Mr.  Dixon  ? 

Mr.  Dixon.  Yes. 

Mr.  Sterling.  Suppose,  Mr.  Dixon,  the  Pennsylvania  should  ar- 
bitrarily reduce  its  division  from  10  cents  a  ton  to  5  cents  a  ton. 
Would  not  the  Baltimore  &  Ohio  and  the  Lake  Erie  take  the  busi- 
ness away  from  your  road  ? 

Mr.  Dixon.  Oh,  yes. 

Mr.  Sterling.  You  could  not  compete  for  that  business  unless  you 
gave  the  same  division  as  the  Baltimore  &  Ohio  and  the  Pittsburgh 
&  Lake  Erie? 

Mr.  Dixon.  No.  As  I  said  in  the  first  part  of  my  testimony,  we 
would  receive  the  traffic  for  our  local  points,  but  we  would  be  cut  out 
of  a  very  large  portion  of  competitive  traffic.  That  would  be  the 
natural  sequence  of  a  thing  of  that  kind. 

Mr.  Beall.  Does  the  Pennsylvania  Railroad  Co.  own  any  intetest 
in  the  United  States  Steel  Corporation? 

Mr.  Dixon.  I  do  not  think  so. 

Mr.  Beall.  Does  the  Steel  Corporation,  in  your  knowledge,  own 
anv  interest  in  the  Pennsylvania  Railroad? 

Mr.  Dixon.  Not  to  my  knowledge.    I  do  not  know. 

Mr.  Beall.  Does  the  Pennsylvania  Railroad  grant  to  the  Steel 
Corporation  any  concessions  or  privileges  that  it  does  not  grant  to 
other  like  concerns  ? 

Mr.  DlXON.  No ;  10  and  15  cents  is  the  only  thing. 

Mr.  Beall.  Does  it  give  to  all  other  concerns  the  same  chatacter 
of  service  that  it  gives  to  the  United  States  Steel  Corporation? 

Mr.  Dixon.  Oh,  yes,  yes. 

Mr.  Sterling.  Did  it  not  at  one  time  pay  a  rebate  to  the  Steel 
Cbrporfetion? 

Mr.  Dixon.  What  was  that  question? 

Mr.  Sterling.  Did  it  not  at  one  time  pay  rebates  to  the  Steel  Cor- 
poration, or  did  it? 
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Mr.  Dixon.  The  Pennsylvania  Railroad? 

Mr.  Steeling.  Yes.  ^ 

Mr.  Dixon.  I  think  we  did. 

Mr.  Steeling.  How  long  ago  was  that  ? 

Mr.  Dixon.  It  was  back  of  1900. 

Mr.  Reed.  I  object  to  that,  because  the  Steel  Corporation  was  not 
in  existence  at  that  time. 

Mr.  Dixon.  I  beg  your  pardon. 

Mr.  Steeling.  That  was  the  Carnegie  Co.  ? 

Mr.  Dixon.  That  was  the  Carnegie  Co. ;  yes. 

Mr.  STEBI.ING.  Has  it  paid  rebates  to  the  United  States  Steel  Cor- 
poration since  it  was  organized? 

Mr.  Dixon.  No,  sir ;  or  nobody  else,  either. 

The  Chaibjian.  Not  to  interrupt  you,  I  want  to  just  ask  this 
question.  A  division  of  rates  which  is  inequitable  is  in  effect  a 
rebate,  is  it  not? 

Mr.  Dixon.  I  suppose  it  could  be  construed  that  way. 

Mr.  Beall.  We  were  talking  a  while  ago  about  shipments  for 
New  Orleans.  If  a  shipment  was  made  over  the  Pennsylvania  Rail- 
road, with  New  Orleans  as  its  destination,  how  would  it  go  ? 

Mr.  Dixon.  It  would  go  out  via  Pittsburgh  and  St.  Louis  or 
Cincinnati. 

Mr.  Beall.  Over  the  Wabash  how  would  it  go  ? 

Mr.  Dixon.  I  am  not  familiar  enough  with  that  to  answer. 

Mr.  Beall.  Would  it  go  through  St.  Louis  ? 

Mr.  Dixon.  I  suppose  it  would  go  through  St.  Louis;  but  it  may 
go  through  other  Potomac  River  gateways — Ohio  River  gateways. 

Mr.  Beall.  You  said  something  about  its  being,  in  your  opinion,  a 
good  deal  longer  route.    I  did  not  exactly  understand  you. 

Mr.  Dixon.  I  think  Mr.  Baird  had  better  answer  that,  but  my 
recollection  is  that  the  Union  Railroad  has  a  very  much  longer,  cir- 
cuitous route,  to  reach  the  Wabash  terminal;  is  that  correct? 

Mr.  Reed.  That  is  correct. 

Mr.  Beall.  It  could  not  be  very  much  longer,  could  it,  because  it 
is  only  from  about  8  to  15  miles  in  length. 

Mr.  Dixon.  That  is  correct ;  but  still  it  is  a  good  deal  farther  to 
go  around  there,  and  it  is  my  recollection  that  it  is  a  very  difficult 
road  to  operate. 

Mr.  Reed.  Yes. 

The  Chaieman.  Is  it  not  true  that  the  number  of  miles  that  a  car 
is  hauled,  after  the  train  is  made  up  and  the  engine  starts,  is  a  matter 
of  comparatively  small  importance;  or,  in  other  words,  to  make 
myself  clear,  if  you  have  to  make  up  your  trains  from  the  region  of 
your  freight,  and  haul  it  10  miles,  is  there  much  difference  between 
the  cost  of  that  transaction,  of  that  operation,  and  hauling  it  20 
miles  ? 

Mr.  Dixon.  Not  very  much. 

The  Chairman.  So  that  the  difference  between  the  length  of  hauls 
of  the  Union  Railroad  between  one  switching  point  and  another, 
after  the  train  is  made  up,  is  inconsequential,  is  it  not,  in  a  length  of 
8  miles? 

Mr.  Dixon.  If  there  are  no  heavy  grades  where  they  have  to  use 
pushers. 
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The  Chairman.  The  Union  Bailroad  has  no  heavy  grades,  has  it? 

Mr.  Dixon.  Not  except,  as  I  recall  it,  to  the  connection  to  the 
Wabash.    I  think  that  is  the  only  place. 

The  Chairman.  Will  that  in  any  way  compensate  for  the  differ- 
ence between  15  cents  and  90  cents  a  ton  ? 

Mr.  Reed.  That  is  objected  to,  because  there  is  no  evidence  of  the 
payment  of  90  cents  a  ton. 

The  Chairman.  By  the  Pennsylvania  Steel  Co.  That  is  the  same 
thing. 

Mr.  Reed.  The  Bessemer  &  Lake  Erie  does  not  participate  in  that 
haul  that  Mr.  Dixon  is  speaking  of. 

The  Chairman.  That  is  a  difference  of  opinion  between  us.  They 
are  both  subsidiary  companies  of  the  same  road. 

Mr.  Reed.  That  is  not  a  difference  of  opinion ;  it  is  a  difference  of 
fact. 

The  Chairman.  That,  again,  is  a  difference  of  opinion. 

(The  question  was  read  by  the  stenographer,  as  follows:) 

Will  that  in  any  way  compensate  for  the  difference  between  15  cents  and  90 
cents  a  ton? 

Mr.  Dixon.  I  do  not  feel  that  I  am -competent  to  answer  that,  Mr. 
Chairman,  because  I  have  not  an  idea  of  what  it  costs. 

The  Chairman.  What  distance  does  the  Bessemer  &  Lake  Erie 
carry  freight  between  the  terminus  of  the  Union  Railroad  and  the 
point  of  junction  between  the  Bessemer  &  Lake  Erie  and  the  Wa- 
bash? 

Mr.  Dixon.  You  will  have  to  ask  Mr.  Baird  that  question;  I  can 
not  answer  it. 

The  Chairman.  It  is  only  a  few  miles? 

Mr.  Dixon.  Well 

Mr.  Reed.  It  is  not  any  distance,  at  all.  If  they  get  ajiy  money  for 
it,  it  is  simply  robbery,  because  they  do  not  touch  the  car. 

The  Chairman.  I  will  ask  Mr.  Baird.  How  far,  Mr.  Baird,  do 
you  haul  freight,  say,  from  the  Carnegie  plants  to  the  point  of 
junction  between  the  Wabash  Railroad  and  any  of  these  subsidiary 
railroads  of  the  United  States  Steel  Corporation,  either  the  Bessemer 
&  Lake  Erie  or  others  ? 

Mr.  Baird.  If  we  were  to  handle  the  traffic  from  the  Carnegie 
Steel  Co.  to  the  Union  Railroad,  to  go  to  the  southwest,  we  would 
handle  that  originating  with  the  Union  Railroad  over  the  Bessemer  & 
Lake  Erie,  150  miles,  approximately,  to  Wallace  Junction,  then  to 
the  Nickel  Plate  Railway,  or  the  Clover  Leaf,  and  to  the  Wabash  at 
St.  Louis.  This  that  you  have  here  covers  purely  Bessemer  &  Lake 
Erie  Railroad  stations.  They  receive  a  minimum  of  15  cents  of  all 
rates  to  the  Mississippi  Valley,  and  we  pay  to  the  Union  Railroad 
35  cents  a  ton  for  passing  overhead  over  their  rails  to  connect  with 
the  Pittsburgh  terminals. 

The  Chairman.  Is  it  necessary  to  make  that  haul?  What  is  the 
shortest  junction  you  can  make  between  the  Carnegie  Co.  and  the 
Wabash  Railroad? 

Mr.  Baird.  We  have  no  direct  connection  with  them  whatever.  We 
have  to  use  either  the  Erie  Railroad  or  the  Nickel  Plate  or  the  Lake 

Shore  Railroad.  .  ,    .  „ 

The  Chairman.  Does  not  the  Wabash  connect  with  it? 
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Ml.  Baied.  The  Union  Railroad  originates  tliat,  and  the  Wabash 
Pittsburgh  Terminal  pays  the  Union  Eailroad  the  terminal  allow- 
ance for  turning  that  over  to  them.    We  do  not  touch  it. 

The  CttAiEMAN.  Is  it  not  possible  for  you  to  connect  with  the  Wa- 
bash terminals  within  a  few  miles  of  the  Carnegie  Co.  ? 

Mr.  Baibd.  If  the  Bessemer  &  Lake  Erie  were  to  build  over  there 
and  make  the  connection,  then  they  might. 

The  Chairman.  Does  not  the  connection  exist? 

Mr.  Baird.  We  have  no  connection.  We  can  touch  the  Wabash 
Pittsburgh  Terminal  only  through  the  Union  Railroad,  and  we 
pay  the  Union  Railroad  on  the  traffic  originating  on  our  line  15 
cents  a  ton  for  passing  it  over  their  railroad. 

The  Chairman.  That  is  not  what  I  am  talking  about  What  I 
mean  is,  can  you  not  take  a  car  of  steel  and  connect  and  put  it  on 
the  tracks  of  the  terminals  of  the  Wabash  Railroad,  or  on  the 
Wabash  Eailroad  itself,  within  12  or  15  miles  of  the  Carnegie  Co.  ? 

Mr.  Baird.  The  Union  Railroad  can.  The  Bessemer  can  not,  be- 
cause it  has  no  connection. 

The  Chairman.  The  Union  Railroad? 

Mr.  Baied.  Yes. 

Mr.  Reed.  If  the  chairman  will  pardon  my  interjecting  a  remark, 
I  think  I  can  straighten  this  out.  At  Wallace  Junction,  up  near 
Lake  Erie,  there  is  a  connection  connecting  the  Bessemer  and  the 
Nickel  Plate. 

Mr.  Baird.  No,  sir ;  we  have  no  physical  connection. 

Mr.  Reed.  There  is  a  connection  which  leads  to  the  Wabash,  the 
Nickel  Plate.    That  is  the  route  that  is  mentioned  in  this  tariff. 

The  Chairman.  The  chairman  has  in  mind  a  connection  between 
the  Union  and  the  Wabash  Pittsburgh  Terminal  at  Mifflin,  a  few 
miles  from  the  Carnegie  Co.  If  they  route  by  the  Union,  it  never 
goes  near  the  Bessemer  &  Lake  Erie,  and  it  is  not  possible  for  it  to 
participate  in  that  rate. 

Mr.  Baird.  Mr.  Chairman,  I  can  explain  that  to  you  in  just  a  few 
words. 

The  Chairman.  I  will  ask  you  whether  freight  originating  on  the 
Union  Railroad  can  not  go  direct  to  the  Wabash  Pittsburg  Termi- 
nal, then  over  the  Wheeling  &  Lake  Erie,  and  then  over  the  Wabash 
to  St.  Louis,  and  from  there  over  the  Missouri  Pacific  and  other  con- 
nections to  New  Orleans?  That  is  the  route  that  is  made  on  this 
division. 

Mr.  Baied.  Anything  published  by  the  Bessemer  &  Lake  Erie  by 
that  route  would  not  apply  from  any  point  on  the  Union  Railroad. 
That  applies  only  to  traffic  which  we  originate  at  Erie,  Pa.,  and  other 
strictly  Bessemer  &  Lake  Erie  points. 

The  Chairman.  I  understand. 

Mr.  Baird.  We  do  that  to  handle  the  business  from  Erie,  for  in- 
stance, that  is  competitive  with  the  other  roads,  and  we  can  only 
get  out  by  one  or  two  circuitous  routes. 

The  Chairman.  I  understand  that ;  but  whenever  you  ship  by  this 
route  all  around  Robin  Hood's  barn  when  you  could  ship  it  direct, 
the  purpose  of  that  shipment  is  to  get  the  division  of  rates — that  is, 
the  percentage  of  rates — from  the  Bessemer  &  Lake  Erie,  which  you 
could  not  get  over  the  other  railroads? 
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Mr.  Bahu).  I  want  to  make  it  plain  that  there  is  not  a  pound  of 
Corporation  steel  ever  handled  under  that  arrangement.  It  refers 
to  a  shipment  that  any  man  alon^  the  rails  of  the  Bessemer  &  Lake 
Erie  may  make,  and  the  Corporation  has  no  interest  whatever  in. 

We  have  to  provide  facilities  the  best  we  can,  so  as  to  give  the 
people  on  our  road  the  advantage  of  through  freight  rates  and  not  a 
combination  of  local  rates,  and  that  represents  the  necessity  of  the 
observation  of  this  route.  Take  Erie,  Pa.,  for  instance ;  working  to 
the  south  on  our  road  we  could  not  work  out  via  the  Nickel  Plate  or 
the  Lake  Shore  on  account  of  competition.  We  can  not  utilize  their 
rails  to  get  out ;  hence  we  would  pass  over  the  Union  Eailroad  to  the 
West  Side  Belt  Eailroad,  then  over  to  the  Wabash  Pittsburgh  Ter- 
minal, and  over  the  Wheeling  &  Lake  Erie  and  the  Wabash  Eailroad 
and  the  Missouri  Pacific ;  and  we  pay  to  the  Union  Eailroad  15  cents 
a  ton  for  simply  going  over  their  rails,  and  there  is  never  a  pound  of 
corporation  freight  of  any  character  whatsoever  handled  under  this 
arrangement. 

The  Chairman.  What  I  mean  is  that  you  can  make  a  physical  con- 
nection with  the  Wabash  Eailroad  within  a  few  miles  of  the  plants  of 
the  Steel  Corporation? 

Mr.  Bated.  They  are  separate  rails  and  distinct  from  the  Wabash. 
That  is,  not  the  Wabash. 

The  Chairman.  The  Wabash  Terminal  ? 

Mr.  Baied.  That  is  the  Wabash  Pittsburgh  Terminal.  They  do 
not  go  there. 

The  Chairman.  They  connect  with  the  Wheeling  &  Lake  Erie 
Eailroad  ? 

Mr.  Baied.  With  the  Wheeling  &  Lake  Erie  Eailroad. 

The  Chairman.  And  they  connect  with  the  Wabash  ? 

Mr.  Baied.  •  With  the  Wabash. 

The  Chairman.  Now,  what  I  mean  is  that  it  is  possible  to  make  a 
physical  connection  with  the  Wabash  Eailroad  by  having  your  Wa- 
bash Pittsburgh  Terminal,  and  from  there  over  the  Wabash,  over  the 
Wheeling  &  Lake  Erie,  and  it  is  possible  to  make  that  physical  con- 
nection without  taking  this  circuitous  route? 

Mr.  Baied.  We  do  not  take  any  circuitous  route  for  the  reason 
that  on  the  corporation  tonnage  we  do  not  handle  that  from  the 
Pittsburgh  district,  even  though  we  had  a  connection  with  the  Wa- 
bash Pittsburgh  Terminal,  for  the  reason  that  they  have  their  direct 
connection  with  the  Union  Eailroad,  and  they  certainly  would  not 
pay  the  Bessemer  when  they  have  a  direct  connection.  That  is  a 
straight,  common-sense  business  proposition.  Now,  I  can  tell  you 
the  way  this  arrang&ment  originated.  Before  the  corporation  was 
ever  organized,  and  lihe  Bessemer  a  part  of  it,  this  arrangement  was 
in  force  via  the  northern  junctions,  15  per  cent  minimum  from  all 
stations  of  the  Bessemer  road.  Then  as  years  came  along  and  the 
Wabash  Pittsburgh  Terminal  entered  Pittsburgh,  they  simply  re- 
versed the  Junction  jpomt  from  the  north  end  of  the  road  to  the  south 
end  and  made  it  effective  via  the  Wabash  Pittsburgh  Terminal,  or 
Gould  interests,  up  to  St.  Louis.  It  makes  no  difference  to  the  Mis- 
souri Pacific  howthey  get  it  or  what  intermediate  lines  are  used,  so 
long  as  they  receive  their  proportion  of  the  through  rate.  That  is 
the  situation  exactly,  and  not  a  pound  of  corporation  freight  will 
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ever  move  under  that  percentage  arrangement,  because  it  does  not 
apply  from  their  mills.  The  corporation  freight  gets  out  by  the  direct 
lines.  They  do  ship  in  our  cars  sometimes.  If  one  of  our  cars  hap- 
pened to  be  the  first  one,  rather  than  shift  it  out  of  the  way  and  take 
a  car  of  one  of  the  direct  lines  they  might  possibly  put  one  of  bur 
cars  in.  Mr.  McKaw  will  remember  that  I  showed  hmi  that  out  of 
2,200  carloads  of  steel  we  had  handled  only  one  carload ;  that  went 
south  of  the  Ohio  Kiver. 

The  Chaibman.  What  I  am  driving  at,  and  all  that  I  am  driving 
at,  is  that  it  is  physically  possible. 

Mr.  Baibd.  Oh,  it  is  physically  possible. 

The  Chaieman.  I  am  not  talking  about  the  Lake  Erie ;  I  am  talk- 
ing about  when  it  originates  in  the  plants  of  the  United  States  Steel 
Corporation. 

Mr.  Baied.  Yes,  sir ;  but  it  is  physically  impossible  for  us  to  origi- 
nate that  business  and  turn  it  over  to  the  Wabash  Pittsburgh  Termi- 
nal Railroad,  for  the  reason  that  they  have  a  direct  connection  with 
the  Union  Railroad,  to  whom  they  pay  a  simple  arbitrary ;  but  they 
certainly  would  not  pay  us,  as  an  intermediate  line,  an  additional 
penalty,  or  premium,  as  you  might  say,  to  originate  this  freight. 

The  Chaieman.  I  am  not  speaking  of  that.  I  am  speaking  simply 
of  this,  and  after  awhile  you  will  catch  it — that  it  is  possible  for 
freight  originating  in  the  plants  of  the  Steel  Corporation  to  reach 
the  Wabash  line  by  going  first  over  the  Wabash  Pittsburgh  Terminal, 
then  over  the  Wheeling  &  Lake  Erie,  and  then  over  the  Wabash,  with- 
out passing  over  more  than  10  or  15  miles  of  road  of  any  of  the  sub- 
sidiary companies  of  the  Steel  Corporation.  That  could  be  done  if 
you  wanted  to  do  it,  could  it  not  ? 

Mr.  Baied.  Well,  they  can  do  that. 

The  Chaieman.  That  is  what  I  wanted. 
_  Mr.  Baibd.  I  will  tell  you  that  the  car  question  is  one  that  many 
times  governs. 

The  Chaieman.  That  is  all  I  was  asking  you  for. 

Mr.  Baied.  Well,  that  is  possible ;  but  the  other  question  is  the  one 
that  fixes  the  route.  Many  times  we  will  have  cars  when  the  other 
lines  have  not. 

The  Chaieman.  I  understand  that  it  would  be  difficult,  but  it  can 
be  done  ? 

Mr.  Baird.  Yes. 

Mr.  Danfoeth.  But  it  would  not  be  possible  to  do  that  with  the 
Bessemer  &  Lake  Erie  or  Wlieeling  &  Lake  Erie. 

Mr.  Baibd.  The  Bessemer  has  no  connection. 

The  Chaieman.  The  reason  you  do  go  around  the  other  way  is  be- 
cause the  Bessemer  &  Lake  Erie  can  get  the  15  per  cent  when  the 
Union  Railroad  could  not ;  is  not  that  true  ? 

Mr.  Baied.  The  Union  Railroad  loses  when  we  get  it. 

The  Chaieman.  I  understand. 

Mr.  Baied.  But  very  few  cars  are  ever  handled  by  the  Bessemer 
road  going  into  that  territory. 

Mr.  Beall.  You  are  familiar  with  this  Union  road  ? 

Mr.  Baied.  In  a  general  way. 

Mr.  Beall.  In  a  general  way.  Now,  take  a  car  of  freight  originat- 
ing at  the  Steel  Corporation  wanted  to  go  to  New  Orleans.  It  would 
go  over  this  Union  road  and  then  be  transferred  to  the  Wabash  Pitts- 
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burgh  terminal  and  connections  and  then  go  on  down  to  New  Or- 
leans ? 

Mr.  Baibd.  Yes. 

Mr.  BEAiiii.  Or  it  could  come  out  and  be  transferred  to  your  road 
and  connections  end  go  around  that  way  and  get  to  New  Orleans  ? 

Mr.  Baibd.  Yes. 

Mr.  Beau/.  Or  it  could  come  out  and  go  on  the  Pennsylvania  Eail- 
road  and  to  New  Orleans? 

Mr.  Baird.  Any  one  of  the  initial  railroads.  They  all  put  them- 
selves on  a  parity  to  take  the  business  as  a  whole,  not  to  pick  that 
which  is  desirable  and  exclude  that  which  is  undesirable. 

Mr.  Beall.  Does  your  road  have  to  pay  the  Union  Railroad,  as 
an  initial  carrier,  as  much  as  the  Wabash-Pittsburgh  Terminal 
would  have  to  pay  it  if  it  got  the  freight  ? 

Mr.  Baird.  No,  sir ;  we  pay  15  cents  a  ton  on  all  the  business  they 
originate. 

Mr.  Beall.  Does  the  Pennsylvania  have  to  pay  as  much? 

Mr.  Baird.  I  understand  not  from  Mr.  Dixon's  testimony,  but 
there  is  one  factor  there.  The  Union  Railroad  built  over  here  to  the 
West  Belt  Railroad  extension,  and  they  have  a  railroad  over  which 
they  can  haul  only  five  or  six  cars  to  one  engine.  As  opposed  to 
any  other  connection  where  they  can  give  a  full  trainload  but  one 
move,  here  they  have  to  make  four  or  five  moves  to  effect  the  delivery 
of  a  train  to  the  Wabash-Pittsburgh  Terminal  interests. 

Mr.  Beall.  Whatever  the  physical  methods,  it  is  your  opinion, 
based  upon  whatever  information  you  have,  that  the  rate  is  not  the 
same? 

Mr.  Baird.  Yes,  sir. 

Mr.  Beall.  Is  the  rate  that  the  Union  Railroad  would  exact  from 
the  Bessemer  the  same  that  it  exacts  from  the  Pennsylvania  ? 

Mr.  Baird.  On  some  commodities,  and  on  other  commodities  Mr. 
Dixon  has  testified  they  pay  10  cents  where  we  pay  15  cents.  We  try 
to  make  it  an  average  15  cents  all  the  way  on  everything. 

Mr.  Beall.  I  believe  the  Union  Railroad  connects  with  the  Balti- 
more &  Ohio? 

Mr.  Baibd.  Yes. 

Mr.  Beall.  Do  you  know  whether  or  not  it  receives  from  the 
Baltimore  &  Ohio  the  same  amount  that  it  receives  from  the 
Pennsylvania  ? 

Mr.  Baibd.  My  understanding  is  that  it  is  identical  with  the  ar- 
rangement with  the  Pennsylvania  Railroad. 

Mr.  Steeling.  The  only  instance  that  you  know  of  where  there 
is  any  difference  is  with  the  Wabash-Pittsburgh  Terminal  and 
Bessemer? 

Mr.  Baibd.  Yes. 

Mr.  Stebling.  Why  do  not  these  mills  in  Pittsburgh  send  their 
freight  west,  to  Kansas  and  Missouri  and  other  western  points,  by 
way  of  the  Ohio  River  ?    Could  they  not  do  it  cheaper  ? 

Mr.  Baibd.  At  certain  times  of  the  year,  they  could.  Capt. 
Rodgers,  of  Pittsburgh,  is  here  to-day,  and  if  he  was  here  now  he 
could  tell  you  ail  about  that.  He  is  the  steamboat  man  On  the  river. 
There  are  only  certain  times  of  the  year  that  the  river  is  navigable. 
I  have  known  barges  loaded  with  steel  to  lie  there  for  9  or  10  months 
until  the  water  rose,  and  the  river  became  navigable. 
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Mr.  Sterling.  When  it  is  navigable,  could  they  send  some  freight 
that  way? 

Mr.  Baird.  They  could  if  it  was  for  delivery  at  a  river  point.  It 
might  result  this  way,  that  from  a  point  where  there  is  no  manu- 
facture, the  rate  added  to  the  river  rate  would  be  in  excess  of  the  all- 
rail  rate.  Where  there  are  no  manufactures,  and  they  get.  higher 
rates,  that  would  make  it  impossible.  But  if  the  freight  was  going 
to  a  river  point,  I  believe  they  could  work  that  out  all  right. 

Mr.  Steeling.  Would  it  be  a  cheaper  route  to  send  a  heavy  freight 
from  these  mills  to  Chicago  north  to  the  Lakes,  and  then  by  water? 

Mr.  Baird.  Not  when  you  take  in  the  cost  of  handling. 

Mr.  Sterling.  The  railroads  could  do  it  cheaper  ? 

Mr.  Baird.  Yes,  and  more  expeditiously,  and  with  less  damage, 
and  incidental  affairs  of  that  nature. 

Mr.  Reed.  The  trouble  comes  in  there  in  transferring  at  Conneaut. 
That  is  very  expensive. 

Mr.  Sterling.  Suppose  the  river  was  navigable  the  year  around, 
and  the  scheme  of  deep  waterways  was  an  accoiMlished  fact,  and 
you  wanted  to  ship  goods  from  the  mills  there  to  St.  Louis.  Goods 
that  were  going  through  St.  Louis  to  some  interior  point  in  Missouri 
or  Kansas;  would  transshipment  there  add  to  the  cost  so  that  you 
could  not  send  them  by  water  to  St.  Louis  ? 

Mr.  Baird.  I  would  not  imagine  so,  for  the  reason  that  all  points 
on  the  Mississippi  River  are  rate-breaking  points,  as  a  rule,  excepij 
to  Pacific-coast  territory,  under  the  transcontinental  rates.  The  rates 
will  usually  make  on  Chicago  and  the  Mississippi  River  points.  St. 
Louis  is  one  of  them,  and  it  you  could  get  your  rails  to  St.  Louis  by 
water,  you  would  necessarily  accomplish  a  substantial  saving  in 
freight  charges. 

The  Chaiejian.  Are  there  any  further  questions  any  member  of 
the  committee  cares  to  ask  Mr.  Dixon  ?  We  called  Mr.  Baird!  in 
for  a  sort  of  interlocutory  examination  at  this  time. 

Mr.  Young.  Are  we  through  with  Mr.  Dixon  ? 

The  Chairman.  Yes. 

Mr.  Young.  I  have  some  questions  to  ask  Mr.  Baird^  if  we  are 
returning  to  his  original  examination. 

The  Chairman.  No,  Mr.  Dixon  suggested  that  Mr.  Baird  should 
answer  a  question,  as  he  could  do  so  more  readily.  Mr.  Dixon  has 
to  appear  to-morrow  before  another  committee,  and  for  that  reason 
we  wanted  to  get  through  with  him  to-day.  I  would  suggest,  for  that 
reason,  that  we  conclude  with  Mr.  Dixon  now,  and  have  Mr.  Baird 
here  to-morrow. 

Mr.  Young.  Very  well.  I  have  not  any  questions  to  ask  Mr. 
Dixon. 

The  Chairman.  If  that  suits  the  convenience  of  the  committee, 
to  have  Mr.  Baird  here  to-morrow,  we  will  adjourn  at  this  point. 

(At  4.60  o'clock  p.  m.,  the  committee  adjourned  until  to-morrow, 
Tuesday,  Dec.  12,  1911,  at  10  o'clock  a.  m.) 
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Committee  on  Investigation  or  tttr 

United  States  Steel  Corporation, 

House  of  Representatives, 
Tuesday,  December,  12,  1911. 

Pursuant  to  adjournment,  the  committee  met  at  10.30  o'clock  a.  m., 
Hon.  Augustus  O.  Stanley  (chairman)  presiding. 

Mr.  YotTNG.  With  permission  of  the  committee,  Mr.  Chairman,  I 
v?ould  like  to  offer  in  evidence  some  figures  as  to  the  value  of  iron 
mining  property  in  the  State  of  Michigan,  cost  of  mining,  transpor- 
tation, and  so  forth,  as  found  by  Mr.  James  R.  Finlay,  a  distin- 
guished mining  engineer  of  the  State  of  New  York,  for  the  State  tax 
commission  of  Michigan. 

That  report  appears  in  a  document  published  by  the  State  of 
Michigan,  entitled  "Appraisal  of  Mining  Properties  of  Michigan  by 
the  State  Board  of  Tax  Commissioners." 

I  would  like  to  read  a  few  words  from  the  letter  of  transmittal, 
bearing  upon  the  character  of  the  gentleman  who  made  the  report. 
I  do  not  want  to  put  the  whole  report  in  the  record,  but  merely  some 
figures  taken  from  it. 

Mr.  Bartlett.  I  do  not  doubt  it  would  be  very  advantageous  to 
have  all  that  in  the  record. 

Mr.  Young.  There  is  a  great  deal  of  it  that  relates  to  copper  mines 
and  coal  mines,  and  many  other  things. 

The  portion  which  I  desire  to  read,  Mr.  Chairman,  is  as  follows : 

Lansing,  Mich.,  August  21,  1911. 
To  the  State  Board  of  Equalization, 

Lansing,  Mich. 

Gentlemen  :  Pursuant  to  the  provisions  of  act  No.  114  of  the  public  acts  of 
1911,  approved  April  25,  1911,  an  appraisal  and  inventory  of  mining  properties 
of  the  State  has  been  made  under  our  direction,  and  we  submit  herewith  the 
printed  report  of  Mr.  James  R.  Finlay,  mining  engineer,  of  New  York,  under 
whose  personal  direction  and  supervision  the  work  has  been  done. 

The  extent  and  magnitude  of  the  work  imposed  under  the  provisions  of  the 
statute  made  the  employment  of  an  expert  of  recognized  standing  and  ability 
an  absolute  necessity.  Fitness  for  the  work  was  the  only  qualification  sought 
and  required  by  the  board,  and  the  only  indorsements  or  recommendations 
given  consideration  were  those  coining  from  mining  experts  having  special  and 
technical  knowledge  of  the  work  to  be  performed. 

After  a  thorough  investigation  and  a  most  careful  consideration  of  all  those 
whose  names  have  been  suggested  Mr.  Finlay  was  selected,  and  as  soon  as  the 
preliminary  details  could  be  arranged  he  entered  upon  the  discharge  of  his 
duties. 

The  selection  of  all  the  expert  assistants  was  placed  with  Mr.  Finlay,  and 
he  was  given  full  and  complete  authority  regarding  every  detail  of  this  work. 

Headquarters  were  established  in  the  mining  districts,  and  an  efficient  and 
well-equipped  force  was  organized  for  the  office  duties.  The  appraiser  and  those 
working  under  him  were  given  full  and  complete  authority  to  call  for  and  de- 
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mand  any  and  all  Information  obtainable  from  tbe  books,  records,  maps,  etc., 
for  tlie  mining  companies.  In  every  instance  access  to  all  these  sources  of  in- 
formation was  promptly  and  cheerfully  given. 

Appraiser  Finlay  gives  in  full  detail  the  work  done  by  himself  and  under  his 
direction,  and  fully  sets  forth  the  methods  adopted  in  arriving  at  the  result. 
Aerv  respectfully, 

James  H.  Thompson, 
EoBEBT  H.  Shields, 
George  B.  Hoeton, 
Board  of  Tax  Commissioners. 

Those  figures  have  been  taken  from  the  report  by  my  secretary,  Mr. 
L.  A.  Williams.  If  the  chairman  vi-ill  call  him,  I  would  like  to  swear 
him  as  to  the  correctness  of  his  excerpts. 

The  Chaie.van.  Very  well. 

STATEMENT  OF  MR.  L.  A.  WILLIAMS. 

(AVitness  was  duly  sworn  by  the  chairman.) 

The  CHAiBiiAN.  Will  you  examine  the  witness,  Mr.  Youn^? 

Mr.  YouAG.  Mr.  WilUams,  I  show  you  these  typewritten  tables, 
preceded  by  a  statement  under  date  of  December  11,  1911,  and  con- 
sisting of  11  sheets,  and  ask  you  who  compiled  those  figures? 

Mr.  Williams.  I  did. 

Mr.  Young.  From  where  did  you  take  them? 

Mr.  Williams.  I  took  them  from  the  report  of  Mr.  James  K. 
Finlay,  mining  engineer  of  New  York,  made  by  him  to  ihfi  State 
board  of  tax  commissioners  of  the  State  of  Michigan  on  August  18, 
1911,  under  the  provisions  of  act  No.  114  of  the  public  acts  of  1911, 
of  that  State,  to  be  used  by  that  board  as  a  basis  of  taxation  of  mines 
in  Micliigan. 

Mr.  Young.  State  whether  you  made  that  compilation  correctly 
from  Mr.  Finlay's  report. 

Mv.  Williams.  I  did. 

Mr.  Young.  State  whether  the  computations  which  you  have  made 
are  correct  as  to  value  per  ton  of  the  ore,  from  Mr.  Finley's  report. 

Mr.  Williams.  Thej'  are. 

INIr.  Young.  Is  this  statement  on  the  first  page  of  your  exhibit  a 
correct  statement  of  just  what  these  papers  contain? 

Mr.  Williams.  It  is. 

Mr.  Young.  I  offer  this  exhibit  in  evidence. 

I  will  say  to  the  committee  that  I  will  have  this  full  report  here 
present,  if  any  member  of  the  committee  desires  to  look  at  it. 

(Witness  excused.) 

(The  statement  offered  in  evidence  by  Mr.  Y'oung  is  in  the  words 
and  figures  following,  to  wit:) 

WAsnixoTox,  D.  C,  December  11,  1911. 

The  follciwing  figures  as  to  the  total  tonnage  estimated,  present  value,  cost 
per  ton  at  mine  and  at  Cleveland,  and  the  lake  and  rail  freight  were  taken 
from  the  report  of  Mr.  James  R.  Fhilay,  mining  engineer  of  New  York,  N.  Y., 
made  to  the  State  board  of  tax  commissioners  of  the  State  of  Michigan  on 
August  18,  1911,  under  the  provisions  of  act  No.  114  of  the  public  acts  of  1911, 
of  that  State,  to  be  used  by  that  board  as  the  basis  of  taxation  of  mines  in 
ilichignn,  and  the  figures  as  to  present  value  per  ton  were  made  by  Mr.  L.  A. 
Williams,  by  dividing  the  present  value,  as  fixed  by  Mr.  Finlay,  by  the  total 
tonnage  estimated  by  him.  The  mines  are  grouped  according  to  ownership  and 
also  according  to  the  county  in  which  they  are  situated.  The  tables  include  all 
of  the  iron  mines  in  Michigan. 
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Total 
tonnage, 
estimated. 

Present 
value. 

Cost  per  ton. 

Present 

Name  of  mine. 

At 
mine. 

Lake 
freight. 

Rail 
freight. 

At 
Cleve- 
land. 

value 
per 
ton. 

OLIVER  IRON  MINING  CO. 

Gogebic  County,  Mich. 
Norrie- Aurora . .     , 

18,000,000 

1,000,000 

100,000 

500,000 

321,670,000 

240,000 

100,000 

75,000 

$1.41 
2.42 
3.78 

$0,733 
.72 
.75 

SO.  40 
.40 
.40 

$2.41 

"i.'os' 

.^1  19 

Tilden 

.24 

Puritan    ,  .           

1  00 

.15 

19,600,000 

21,985,000 

Iron  County,  Mich. 
Riverton 

1,700,000 
525,000 
100,000 

1,070,000 

480,000 

Nil. 

1.56 
1.36 
2.64 

.57 
.67 
.58 

.40 
.40 
.40 

2.53 
2.32 
3.62 

.029 

Mansfield 

.914 

2,326,000 

1,550,000 

' 

Dickinson  Cmnty,  Mich. 
ChaiDin 

9, 000, 000 
1,800,000 

7,620,000 
826,000 

1.23 
1.35 

.575 
.56 

.40 
.40 

2.21 
2.41 

.845 

.458 

10,800,000 

8,445,000 

Marquette  Cminiyy  Mich. 

2,270,000 
9, 446, 355 
2,826,000 
4,000,000 
1,900,000 
1,600,000 
266,000 

1,400,000 
4, 500, 000 
1,065,000 
2,200,000 
1,070,000 
300,000 
130,000 

1.82 

.66 

.28 

2.75 

.616 

.473 

O^aTripinn 

2.42 
1.76 
1.83 

.60 

.66 
.65 

.40 
.32 
.32 

3.24 
2.76 
2.78 

.377 

Lake  Superior  Soft  Ore  (section  21) . . . 
Queen  (section  21) 

.66 
.563 

Race  Course- 

.20 

Steg  Miller 

2.42 

.53 

.40 

3.26 

.485 

Total 

22,207,356 

10,665,000 

54,932,355 

42, 645, 000 

CLEVELAND  CLIFFS  IRON  CO. 

QogeUc  County,  Mich. 

200,000 
1,500,000 

200,000 
335,000 

1.47 
1.66 

.675 
.65 

.382 
.35 

2.63 
2.61 

1.00 

Baraga  County,  Mich. 

.223 

Marquette  CoutUy,  Mich. 
Cliff  sliaft . .                

2,600,000 

50,000 

594,000 

3,707,000 

13,635,000 

584,000 

9,662,000 

Nil. 

1,000,000 

4,000,000 

1,510,000 

1,067,000 

503,774 

780,646 

962,727 

64, 143 

523,339 

345,203 

646,971 

246, 800 

453,425 

916, 130 

2,860,000 

70, 000 

247,000 

3,750,000 

7,000,000 

185,000 

5,300,000 

Nil. 

250,000 

800,000 

300,000 

700,000 

500,000 

420,000 

240,000 

10,000 

100,000 

60,000 

100,000 

60,000 

90,000 

140,000 

1.73 

.60 

.40 

2.74 

1. 144 . 

1.40 

Knrth  Lake  6-47  27 

.416 

Lake 

1.19 
1.79 
1.84 
2.88 
1.90 
1.68 

.65 
.65 
.65 

.32 
.32 
.32 

2.16 
2.76 
2.81 

1.011 

.513 

Salisbury 

.31'6 

.548 

Lucy.            

"".m" 

.40 
.35 

'"2.5k' 

.00 

.25 

.20 

.198 

1.69 
1.54 
2.38 

.05 
.65 

.32 
.32 

2.66 
2.51 

.662 

.994 

.538 

Smith 

.251 

.184 

Sw»  4.1  S.*!  lnt<?  2  ftnd  .^ 

.19+ 

Sec! 27-45-25,  SW.iand  SW.i  NW.i. 
Kidder 

.144 

.16+ 

.20+ 

flpp    Vi-4I\-QR    RF,    4  of  STC    i 

.19+ 

.16+ 

Total 

43, 722, 158 

23,162,000 

45,422,158 

23,697.000 
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Present 
value. 

$500,000 
1,260,000 

Cost  per  ton. 

Present 

N'ame  of  mine.                        tonnage, 
estimated. 

At 
mine. 

Lake 
freight. 

Kail 
freight. 

At 
Cleve- 
land. 

value 
per 
ton. 

COERIGAN-M'KINNET  CO. 

Gogebic  Countt/,  Mich. 
IroDton.                      

500,000 
1,500,000 

{2.36 

SO.  70 

SO.  40 

$3.66 

SI.  00 

Colby                                       

.83+ 

2,000,000 

1,750,000 

Iron  County,  Mich. 

3,500,000 

1,000,000 

1,400,000 

600,000 

880,000 

}      135,000 

500,000 

13.80 

.62 

.40 

14.82 

.25+ 

Micbael  Exploration 

1.41 

.60 

.40 

2.51 

1.00 

Lincoln                   

1.64 

.60 

.40 

2.74 

T.ftmnnt, 

Armenia 

550,000 
800,000 

292,666 
750,000 

2.98 
1.33 

.67 
.57 

.40 
.40 

4.05 

.63+ 

.93+ 

Genesee  Exploration  No.  2 

i, 866,656 

2, 146, 666 

1.04 

13.15 

1.36 

.57 
.60 
.65 

.40 
.40 
.40 

2.09 
14.25 
2.41 

1.18+ 

Kimball.     . 

117,000 

120,000 

1.02+ 

9,667,000 

4,817,000 

In  various  other  counties  of  Michigan. 

Nil. 
Nil. 

Star  West 

Randvillc 

Total 

"■ 

Grand  total 

11,667,000 

6,567,000 

NEWrOET  MINING  CO. 

OogeUc  County,  Mich. 

16,000,000 
1,000,000 

13,570,000 
650,000 

1.75 

.695 

.404 

2.95 

.66 

17,000,000 
500,000 

14,220,000 
300,000 

VERONA  MINING  CO. 

Mikado 

1.58 

.72 

.40 

2.80 

60 

Iron  County,  Mich. 
Baltic  &  Fogarty 

3,000,000 

10,000,000 

5,000,000 

75,000 

2,250,000 

6,000,000 

1,780,000 

Nil. 

1.76 
2.20 

.57 
.57 

.40 

.40 

2.S2 
3.26 

75 

Caspian 

60 

.356 

Channing 

"" i 

18,075,000 

10,030,000 
45,000 

Vivian 

.92 

.60 

.40 

2.00 

18,575,000 

Grand  tolil 

10.37.'i.000 

... 

LAKE  SUPERIOR  IRON  4  CHEMICAL  CO. 

Gogebic  Countu,  Mich. 
Yale 

1,000,000 
1,500,000 

240,000 
1,460.000 

1.60 
1.73 

.70 
.72 

.40 
.40 

2.  SI 
2.90 

24 

SUNDAY  LAJiE  IRON  CO. 

Gog'Mc  County,  Mich. 

973+ 
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Total 

Cost  per  ton. 

Present 

Name  of  mine. 

tonnage, 
estimated. 

Present 
value. 

At 
mine. 

Lake 
freight 

Rail 
freight. 

At 
Cleve- 
land. 

value 
per 
ton. 

CASTILE  MINING  CO. 

1 

Gogebic  County,  Mich. 

Eureka 

Asteroid 

200.000  1        $50,000 

S2.09 

SO.  68 

$0.40 

J3.27 

JO.  25 

Castile i 

4.21 

.71 

.40 

5.43 

_             1 

Total 

200,000  !          50,000 

JONES   &  LAUGHLIN. 

Gogebic  County,  Mich. 

1 

Jack  Pot 

Marguette  County,  Mich. 

■ 

Lake  Angeline  Mitchell 

475,000 
1,500,000 

850,000 
1,000,000 

1.61 
2.20 

.66 
.63 

.32 
.274 

2.59 
3.10 

1.79 
•  663 

Rolling  Mill 

Total 

1,975,000 

1,850,000 

1 

1 

1,000,000 

1,400,000 

1.73 

.73 

.40 

2.82 

1.40 

DAVroSON  ORE   CO. 

Iron  County,  Mich. 

Davidson 

2,000,000 

640,000 

.271 

MINERAL  MINING  CO. 

Iron  County,  Mich. 

Osana 

Wauseea 

2,000,000 
1,000,000 

(') 

1,030,000 
190,000 
0) 

2.47 

.52 

.40 

3.49 

.515 
.19 

■Mi^nimn 

1.91 

.60 

.40 

3.01 

Total 

3,000,000 

1,220,000 

Various  other  counties  of  Michigan. 

Breen 

27,000 

.79 

.60 

.40 

1.89 

Grand  total 

3,000,000 

1,490,000 

I 

•ss 

MUNRO  MINING  CO. 

Iron  County,  Mich. 

Hiawatha 

1,000,000 

600,000 

2,500,000 

165,000.00 

90,000.00 

600,000.00 

2.60 

165 



.15 

1 1 

1 

,   . , 

1 

Total 

4,100,000 

855,000.00 

i 

! 

Various  other  counties  of  Michigan. 

1 

J 

1 

Munro. . . 

45,000.00 

.804 

1 

.40 

Grand  total 

4, 100, 000 

900,000.00 

)               I 

1               j 

BRULE  MINING  CO. 

Iron  County,  Mich. 

Chatham . 

100,000 
1,000,000 

50,000.00 
295,000.00 

2.16 
2.11 

.52 
.53 

.40 
.40 

3.13 
3.10 

.50 
.295 

Lenox  Exploration 

■ 

Total 

1,100,000 

345,000.00 

1 

! 

1  Closed  since  190S. 
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Total 
tonnage, 
estimated. 

Present 
value. 

Cost  per  ton. 

At 
Cleve- 
land. 

Present 

Name  of  mine. 

At 
mine. 

Lake  '    Kail 
freight,  freight. 

value 
per 
ton. 

HUEON  IKON  CO. 

Iron  County,  Mich. 

VnnngR                                                

1,000,000 

$575,000.00 

Jl.  74 

SO.  53 

$0.40 

52.77 

$0. 575 

SPBrNG  VAI.LEY  IKON  CO. 

' 

Iron  Count;/,  Mich. 

1,000,000 

535,000.00 

4.38 

(Sold  f 
mine 

.  0.  b. 
■) 



.535 

SHERIDAN  MINING  CO. 

Iron  County,  Mich. 

NIAGAEA  mON  MIOTNG  CO. 

Iron  County,  Mich. 

800,000 
360,000 

|217,000.00 

.18+ 

Total 

1,150,000 

217,000.00 

In  Baraga  County,  Mich. 

Ohio 

317,000 
247,000 

Nil. 

1.56 

.556 

.364 

2.43 

Portland 

Total 

664,000 

1,714,000 

217,000.00 

E.  N.  BKEITUNG. 

Marquette  County,  Mich. 

Lucky  Star 

4,000,000  1       snn.nnn 

.20' 

H0LLI3TEE  MINING  CO. 

Iron  County,  Mich. 

HoUister 

Nil 

2  15 

55 

40 

3  20 

Iron  County,  Mich. 

McDonald 

.57 

.40 

BRISTOL  MINING  CO. 

Iron  County,  Mich. 

Bristol.   . 

1,500,000  :     1,500,000 

803 

56 

40 

1  86 

1  00 

HEMLOCK  RIVER  MINING  CO. 

Iron  County,  Mich. 

Hemlock 

180,000            70,000 

.40 

2.68 

38+ 

SOGERS,  BROWN  ORE  CO. 

Iron  County,  Mich. 

Oibson 

Nil. 

2.63 

PENNSYLVANIA  IKON  MINING  CO. 

S.  ioIS.  isecs.  11-39-29;  sees.  10-29-39; 
SE.  }  of  NE.  i  lot  1,  W.  i  of  NE.  i 
NW.  i  of  SE.    i  S.  J  of  NW.  i 
sees.  9-39-29;  S.  J  of  sees.  5-39-29, 
Cyclops,  Norway,  East  and  West 
Vulcan, Curry, and  Brier  Hill  mines. 

1 

3,800,000 

2,100,000 

2.24 

.561 

.40 

3.20 

.65+ 
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Name  ofinine. 


PEWABIC  CO. 

Dickinson  County,  Mich. 
Pewabio i. . , ; 

LOBETTO  mON  CO. 

Dickiiison  County,  Mich. 
Loretto , 

DESSATJ  MINING  CO. 

Dickinson  County,  Mich. 


Millie 

REPUBLIC  IKON  CO. 

Marquette  County,  Mich. 
Republic 

■WASHINGTON  IRON  CO. 

Marquette  Coumty,  Mich. 

Washington 

Barron 

Franklin  Exploration 

AlteEICAN  BOSTON  MINING  CO. 

Marquette  County,  Mich. 
American  Boston 

VOLUNTEER  ORE  CO. 

Marquette  County,  Mich. 
Volunteer 


REPUBLIC  IRON  &  STEEL  CO. 

Marquette  County,  Mich. 


Lillie 

Cambria  (Old  Hartford) 


Total. 


MART-CHAROLLETE  MINING  C&. 

Marquette  County,  Mich. 
Mary-Charollete 

BEEITUNG  HEMATITE  MINING  CO. 

Marquette  County,  Mich. 
Breitung  Hematite^Nos.  1  and  2 

GEOVELAND  MINING  CO. 

Various  othet  counties  of  Michigan. 
Groveland 

EMPIRE  IRON  CO. 

i  Various  other  counties  of  Michigan. 
Empire 

RICHMOND  IRON  CO. 

Various  other'counties  of  Michigan. 
Richmond 

CALUMET  ORE  CO. 

Various  other  counties  of  Michigan. 
Calumet 

ANTIONE  ORE  CO. 

Various  other  counties  of  Michigan. 
Clifford  &  Tilden 


Total 
tonnage, 
estimated. 


1,233,000 


2,000,000 


400,000 


2,900,000 


432,000 


150, 000 


72,eSl 
825,000 


897,661 


2,775,000 


2,000,000 


Cost  per  ton. 


Present    ' 

™1™-      I      At     !    Lake  I    Rail    I  f,,t* 
mine,  freight. | freight.'  Yand 


$265, 000 


126,000 


1,876,000 


Nil. 


115,000 


660,000 


650,000 


2,220,000 


1,150,000 


Nil. 


256,000 


Nil. 


$1.28 


30.56 


2.67     I       .625 


1.22 
1.47 


1.60 


.968 


.168 


2.02 


.64 


.60 


.60 


$0.40 


« 


.40 


.303 


.41 
.26 


.40 


.40 


$3.20 


3.46 


2.29 
2.43 


3.12 


Present 

value 

per 

ton. 


$0.20+ 


.23+ 


.41+ 


.  i?4+ 


79+ 


1  Incorporated  In  Lake. 
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SUirMARY. 


Name  of  operating  company. 


Total 
tonnage, 
estimated. 


Oliver  Iron  Mining  Co j  54j 

All  other  companies: 

Cleveland  Clifls  Iron  Co 

Corrigan-MoKlnney  Co 

Newport  Mining  Co 

Verona  Mining  Co 

Lake  Superior  Iron  &  Chemical  Co 

Sunday  Lake  Iron  Co .'. . 

Castile  Mining  Co 

Jones  &  Laughlin 

Brotherton  Iron  Mining  Co 

Davidson  Ore  Co 

Mineral  Mining  Co 

Munro  Mining  Co 

Brule  Mining  Co 

Huron  Iron  Co 

Spring  Valley  Iron  Co 

Sheridan  Mining  Co 

Niagara  Iron  Mining  Co 

E.N.  Breitung 

HoUister  Mining  Co 

McDonald  Mining  Co 

Bristol  Mining  Co 

Hemlock  River  Mining  Co 

Rogers-Brown  Ore  Co 

Peimsylvania  Iron  Mining  Co '    3, 


932,355 

422,158 
667,000 
000,000 
575,000 
000,000 
500,000 
200,000 
975,000 
000,000 
000,000 
000,000 
100,000 
100,000 
000,000 
000,000 


Present 
value. 


714,000 
000,000 


500,000 
180,000 


Pewabic  Co . 

Loretto  Iron  Co 

Dessau  Mining  Co 

Republic  Iron  Co 

Washington  Iron  Co 

American  Boston  Mining  Co , . . 

Volunteer  Ore  Co 

Republic  Iron  &  Steel  Co 

Mary-Charollete  Mining  Co 

Breitung  Hematite  Mining  Co. 

Groveland  Mining  Co 

Empire  Iron  Co 

Richmond  Iron  Co 

Calumet  Ore  Co 

Antione  Ore  Co 


1, 


800,000 
233,000 
000,000 
400,000 
900,000 
432,000 
500,000 
150,000 
897,000 
775,000 
000,000 


135,020,809 


$42,645,000 

23,697,000 

6,567,000 

14,220,000 

10,375,000 

240,000 

1,460,000 

50,000 

1,850,000 

1,400,000 

540,000 

1,490,000 

900,000 

345,000 

675,000 

535,000 


217,000 

800,000 

NU. 


1,500,000 
70,000 


2,100,000 
255,000 
46^000 
126,000 

1,875,000 

NU. 

115,000 


650,000 

2,220,000 

1,150,000 

Nil. 

Nil. 

256,000 

Nil. 


76,043,000 


Total  tonnage  of  all  companies  estimated,  ]S!),B53,164. 

Present  value  of  all  companies'  mines,  $118,688,000. 

Percentage  of  tonnage  held  by  Oliver  Iron  Mining  Co.,  28  9  per  cent. 

Percentage  of  tonnage  held  by  all  other  companies,  71.1  per  cent. 

Percentage  of  present  value  of  mines  held  by  Oliver  Iron  Mining  Co.,  36.9  per  cent. 

Percentage  of  present  value  of  mines  held  by  all  other  companies,  64.1  per  cent. 


STATEMENT  OF  MR.  F.  C.  BAIRD— Continued. 

The  Chairman.  Mr.  Baird,  when  you  kindly  consented  to  give 
way  to  Mr.  Dixon  j^esterday  I  had  just  propounded  to  you  a  question 
something  like  this: 

Have  you  participated  in  meetings  at  which  rates  were  considered? 

Mr.  Baird.  You  are  speaking  of  iron-ore  rates  ? 

The  Chairjiax.  Yes,  sir:  rates  over  these  various  railroads— 
tlie  Bessemer  &  Lake  Erie  and  the  Pittsburgh,  Bessemer  &  Lake  Erie. 

Mr.  Baird.  You  mean  in  conjunction  with  other  railroads? 

The  CHAiRjrAN.  In  conjunction  with  other  railroads ;  yes. 

Mr.  Baied.  I  have  never  taken  part  in  any  such  conference. 

Mr.  Eeed.  Does  that  mean  as  to  iron-ore  rates  or  coal  rates  ? 

Mr.  Baird.  Iron-ore  rates,  the  chairman  said. 

The  Chairman.  Any  rate. 

Mr.  Baird.  Certainly  we  have  as  to  any  rates  on  practically  every- 
thing but  iron  ore.    As  explained  yesterday,  other  roads  serving  the 
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lake  ports  first  determined  the  commercial  conditions  and  necessi- 
ties for  a  change,  if  such  was  under  consideration.  They  then  de- 
termined what  the  rate  should  be.  They  decided  to  place  in  force 
that  rate,  and  we  learned  as  best  we  could  what  rates  they  would 
make,  and  we  immediately  met  the  situation.  We  had  no  voice 
whatever  in  making  the  rate.  It  was  simply  forced  on  us  by  the 
conditions  on  each  side  of  us. 

The  Chairman.  You  speak  of  the  rates  being  forced  on  you. 

Mr.  Baied.  I  mean  commercially.  "We  could  not  logically  charge 
more  for  transporting  iron  ore  from  Conneaut  Harbor  to  the  Pitts- 
burgh district  than  would  the  Pennsylvania  lines  from  Ashtabula, 
for  instance.    If  we  did,  we  would  not  get  the  business. 

The  Chairman.  You  transport,  either  over  your  own  lines  or  over 
the  lines  which  parallel  your  lines  between  the  lake  ports  and  Pitts- 
burgh what  per  cent  of  the  total  tonnage  of  iron  ? 

Mr.  Baied.  Do  I  understand  you  are  referring  to  the  Pittsburgh 
district  only,  or  do  you  refer  to  the  entire  volume  of  iron  ore  com- 
ing down  the  Lakes? 

The  Chairman.  Take  the  Pittsburgh  district  first. 

Mr.  Baied.  Io  do  not  recall  the  aggregate  figure  at  this  time,  but,  as 
I  stated  yesterday,  the  Geological  Survey  has  that  in  full  detail  in  a 
map  that  shows  the  distribution  of  the  entire  volume  of  iron  ore  via 
the  different  ports  to  the  various  consuming  districts.  That  would 
give  it  to  you  much  more  comprehensively  than  I  could  guess  at  it. 

The  Chairman,  I  should  be  very  glad  to  get  that  record,  and  I 
think  I  shall,  but  for  the  purposes  of  this  question  it  is  only  necessary 
that  I  should  know  approximately. 

Mr.  Baied.  You  mean  an  estimate? 

The  Chaieman.  Yes;  an  estimate. 

Mr.  Baird.  The  entire  volume  down  the  Great  Lakes  in  the  year 
1910  was  approximately  40,000,000  tons.  We  handle,  in  round  num- 
bers, 7,000,000  tons  of  that  40,000,000  from  Conneaut  Harbor  to  the 
Pittsburgh  district. 

The  Chairman.  Over  your  road? 

Mr.  Baird.  Over  our  road. 

The  Chairman.  How  much  did  you  handle  over  other  roads? 

Mr.  Baird.  I  have  no  knowledge  of  that,  Mr.  Chairman.  I  am 
simply  speaking  for  the  Bessemer  &  Lake  Erie. 

The  Chairman.  I  am  asking  now  what  is  the  total  tonnage  of 
iron  ore  shipped  from  the  Lake  ports  to  the  various  plants  of  the 
United  States  Steel  Corporation.    Have  you  any  idea  of  that? 

Mr.  Baird.  I  have  not  the  least  idea,  Mr.  Chairman. 

Mr.  Keed.  The  witness  suggests  to  me,  Mr.  Chairman,  to  ask 
whether  you  want  him  to  obtain  that  information? 

The  Chairman.  What  information? 

Mr.  Reed.  The  information  as  to  the  exact  percentage  of  our  iron- 
ore  shipments. 

The  Chairman.  Yes ;  I  will  be  glad  to  have  it. 

Mr.  Eeed.  That  can  be  had,  I  believe,  in  the  course  of  the  day. 

The  Chairman.  The  United  States  Steel  Corporation  produces 
much  more  than  50  per  cent  of  the  pig  iron  or  iron  that  is,  while 
still  hot,  converted  into  steel  in  that  region,  does  it  not? 

Mr.  Baird.  I  would  not  say  that  it  did.  My  judgment  is  that  it 
does  not.    There  is  an  enormous  production  of  pig  metal  in  the  com- 
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bined  Pittsburgh  and  valley'  and  Cleveland  district,  and  I  doubt  very 
much  if  they  produce  50  per  cent  of  it. 

The  Chairman.  What  per  cent  of  the  iron  ore  do  you  ship  over 
your  own  road? 

Mr.  Baied.  I  just  gave  that  information  to  you  as  7,000,000  tons 
out  of  a  total  of  40,000,000  tons  for  the 

The  Chaerman  (interposing).  I  understand  that.  You  could 
double  track 

Mr.  Baied  (interposing).  We  are  double  tracked. 

The  Chairman.  And  when  do  double  track  you  could  carry  a  good 
deal  more? 

Mr.  Baied.  No,  sir ;  because  we  are  double  tracked  now. 

The  Chairman.  When  that  is  complete  you  will  carry  more? 

Mr.  Baied.  It  is  completed. 

The  Chairman.  Do  you  run  to  your  maximum  capacity  over  your 
own  road? 

Mr.  Baied.  That  is  entirely  contingent  upon  the  number  of  loco- 
motives and  cars  which  we  employ. 

The  Chaieman.  You  could  employ  more? 

Mr.  Baird.  We  could  employ  twice  as  many  as  we  do  at  the  present 
day  had  we  the  business. 

The  Chairman.  I  notice  in  the  minutes  of  the  Steel  Corporation, 
to  which  I  called  Mr.  Schwab's  attention  when  he  was  on  the  stand 
in  New  York,  a  statement  that  it  was  to  the  interest  of  the  United 
States  Steel  Corporation  to  have  freight  rates  as  high  as  possible. 
Have  they  ever  conveyed  to  you  the  thought  that  that  was  their 
policy  ? 

Mr.  Baied.  Absolutely  not,  and  that  statement  is  absolutely  con- 
troverted by  the  very  facts  placed  before  you  yesterday  in  my  testi- 
mony, whereby  in  1895  the  old  rate  from  Lake  Erie  ports  to  the 
Pittsburgh  district  was  $1.18,  and  to-day  it  is  95  cents.  They  are 
directly  responsible,  I  presume,  for  that  very  condition.  Every  other 
element  entering  into  the  manufacture  of  the  aggregate  metal  pro- 
duction has  been  benefitted  equally  by  that  change. 

The  Chairjnian.  You  can,  however,  greatly  increase  your  facilities 
in  transporting  ore  over  your  line  by  increasing  the  number  of  cars 
and  engines  over  your  line?    That  is  possible? 

Mr.  Baird.  That  is  possible,  provided  the  volume  of  tonnage  would 
require  it. 

The  Chairman.  The  traffic  has  not  reached  it  maximum  density 
over  that  road? 

Mr.  Baied.  No,  sir;  not  by  any  means.  Its  possibilities  are  un- 
limited. 

The  Chairman.  If  the  roads  which  parallel  and  carry  your  own 
ore  should  fail  to  make  such  rates  on  iron  ore  as  meet  the  approval 
of  the  United  States  Steel  Corporation,  could  it  not  divert  millions 
of  tons  of  ore  from  the  competing  lines  to  its  own  ? 

Mr.  Baied.  No,  sir. 

The  Chairman.  Why? 

Mr.  Baied.  For  the  very  reason  that  its  own  railroad  does  not 
reach  the  consuming  districts  where  the  ore  goes,  via  the  other  ports. 

The  Chaieman.  It  reaches  those  districts  whete  they  haul  your 
ore? 
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Mr.  Baibd.  We  will  say  that  we  practically  haul  all  of  the  ore  that 
goes  into  these  particular  furnaces,  but  there  is  an  enormous  tonnage 
to  other  districts  which  we  do  not  reach,  which  we  can  not  handle 
under  any  circumstances. 

Mr.  Reed.  May  I  suggest  to  Mr.  Baird  that  he  explained  that  by 
reference  to  a  map,  if  the  chairman  please  ? 

The  Chajkman.  Yes. 

Mr.  Bated.  When  we  speak  of  the  Mahoning  and  Shenango  dis- 
trict, that  embraces  a  territory  of  about  that  scope  [indicating  on 
map] — -the  Youngstown,  Sharon,  and  New  Castle  district.  The  ore 
going  into  that  territory  is  all  received  through  Ashtabula,  Fairport, 
Cleveland,  and  Lorain,  for  instance,  and  Conneaut  Harbor  has  never 
handled  a  single  ton  of  ore  into  this  vast  iron-producing  district. 

The  only  ore  which  it  does  handle  is  to  furnaces  located  on  the 
Union  Railroad  in  Pittsburgh  district  or  that  portion  of  it  known 
as  the  Braddock,  Duquesne,  Homestead,  and  Munhall  districts. 

The  Chairman.  There  are  many  million  tons  of  your  own  ore 
going  to  your  own  plants,  not  reached  by  this  line  ? 

Mr.  Baihd.  Yes,  sir;  enormous  quantities. 

The  Chairman.  Where  are  those  plants  located? 

Mr.  Baied.  In  the  district  I  have  just  outlined — the  Mahoning 
and  Shenango  Valley  districts. 

The  Chairman.  How  far  are  those  districts  from  the  nearest 
point  of  junction  with  your  line? 

Mr.  Baird.  I  would  say  the  average  distance  to  the  valleys  would 
be  25  miles,  and  a  very  difficult  country  to  traverse  with  a  railroad 
expected  to  handle  a  tonnage  of  that  volume. 

Mr.  Young.  Is  it  mountainous  ? 

Mr.  Baird.  It  is  very  hilly.  I  would  not  say  it  is  mountainous. 
It  is  the  foot  hills  of  the  Allegheny  Mountains. 

The  Chairman.  How  do  those  blast  furnaces  in  that  district  com- 
pare in  capacity  and  number  with  your  blast  furnaces  reached  by 
your  own  lines  ?  ' 

Mr.  Baied.  The  blast  furnaces  reached  by  our  own  line  would 
probably  be — and  this  is  largely  an  estimate 

The  Chairman  (interposing).  That  is  what  I  want. 

Mr.  Baird.  I  have  not  got  the  details  with  me,  but  I  would  say  20 
per  cent. 

The  Chairman.  Not  reached  by  your  line  ? 

Mr.  Baird.  Twenty  per  cent  reached  by  our  line  of  the  entire  con- 
sumption of  this  area,  embracing  the  Shenango  and  Mahoning  "Val- 
leys— of  all  companies,  not  only  subsidiary  companies  of  the  corpora- 
tion, but  all  the  independent  companies. 

The  Chairman.  You  do  not  catch  my  question.  You  do  not  mean 
to  say  that  all  your  blast  furnaces  in  Pittsburgh,  the  Homestead,  and 
Thompson  works,  the  National  Tube  Co.,  and  your  various  subsidiary 
companies,  are  only  20  per  cent  of  the  works  you  have  up  there  in 
that  Shenango  Valley  ? 

Mr.  Baird.  You  do  not  get  me  correctly.  I  am  trying  to  convey  to 
you  the  thought  that  the  furnaces  which  the  Bessemer  &  Lake  Erie 
reach  through  the  medium  of  the  Union  Railroad  represent  about  20 
per  cent  of  the  entire  furnace  capacity  of  the  corporation  subsidiaries 
and  of  the  independents  embraced  in  this  Youngstown  district,  other- 
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wise  known  as  Mahoning  and  Shenango  Valleys.  If  you  will  refer 
to  the  annual  statistics  of  the  Bureau  of  Commerce  and  Labor,  you 
will  find  they  show  full  detail  of  the  furnaces  in  these  various  dis- 
tricts, by  districts,  showing  the  number  of  furnaces  in  blast,  the 
total  number,  and  the  percentage  in  blast  during  the  year.  By  com- 
parison, which  j^ou  can  arrive  at  from  that  source,  you  can  get  a  very 
comprehensive  idea  as  to  the  relative  commercial  situation  of  the  two 
districts. 

The  Chairman.  But  again,  what  I  want  to  get  at  is  what  per  cent 
are  your  own  plants  in  the  valley,  as  you  call  it,  of  the  plants  reached 
by  your  line? 

Mr.  Baied.  Have  you  a  copy  of  the  United  States  Steel  Corpora- 
tion annual  report?     That  will  show  it  to  you  ? 

Mr.  Eeed.  I  have  a  copy  here  which  I  can  submit  to  the  witness, 
Mr.  Chairman. 

The  Chairman.  That  is  all  right. 

Mr.  Baird.  I  took  it  for  granted  the  chairman  had  a  copy. 

The  Chairman.  I  have  a  copy  of  all  your  reports  as  far  back  as 
they  go. 

Mr.  Baird.  The  comparison  would  be,  for  the  Pittsburgh  district 
6  Bessemer  converters  and  107  open  hearth,  as  opposed  to  16  Bes- 
semers  and  20  open  hearth  in  the  valley. 

In  the  valleys  I  have  included  a  couple  at  Wheeling  and  one  or  two 
at  interior  points. 

The  Chairman.  You  have  6  Bessemers  Avhere  ? 

Mr.  Baird.  That  is,  6  Bessemer  furnaces.  The  process  is  changing 
from  Bessemer  to  open  hearth. 

The  Chairman.  And  how  many  open  hearth? 

Mr.  Baird.  One  hundred  and  seven  in  Pittsburgh. 

The  Chairman.  How  many  in  the  valley  ? 

Mr.  Baird.  Twentv  open  hearth  and  16  Bessemer. 

The  Chairman.  What  is  the  capacity  of  yoilr  Pittsburgh  furnaces 
as  compared  with  those  in  the  valley  ? 

Mr.  Baird.  They  arc  approximately  the  same,  furnace  for  furnace. 

The  Chairman.  To  get  back  again,  let  me  see  if  I  understand  this 
other  matter. 

As  I  understand  you,  this  line  of  road  connecting  with  Conneaut 
Harbor  and  Erie  by  two  branches,  and  running  down  to  the  plants  at 
Pittsburgh,  is  one  continuous  line  owned  by  three  separate  corpo- 
rations ? 

Mr.  Baird.  One,  you  understand,  is  a  paper  corporation.  There  is 
one  feature  about  the  combination  of  the  two  roads,  the  Bessemer  & 
Lake  Erie  and  the  Pittsburgh,  Bessemer  &  Lake  Erie,  which  I  did 
not  make  perfectly  clear  yesterday,  and  I  think  you  drew  wrong 
conclusions  from  what  I  said.  The  fact  is  this :  The  Pittsburgh,  Bes- 
semer &  Lake  Erie  Railroad  Co.  was  leased  several  years  before  the 
formation  of  the  Bessemer  &  Lake  Erie  Railroad  Co.  Subse- 
quently  

Mr.  Reed  (interposing).  You  mean  was  constmcted  before  that? 

Mr.  Baird.  Yes;  it  was  constructed. 

The  Chairman.  Which  was  constructed  first? 

Mr.  Baird.  The  Pittsburgh,  Bessemer  &  Lake  Erie. 

The  Chairman.  The  whole  line? 
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Mr.  Baied.  That  was  completed  in  1897.  In  1901  the  Bessemer  & 
Lake  Erie  was  formed. 

The  Chairman.  That  is  the  little  elbow  there  [indicating  on  map]  ? 
Mr.  Baied.  Yes. 

The  Chaieman.  New  construction? 

Mr.  Baied.  New  construction  entirely.  This  construction  was  first 
made  necessary  by  the  topographical  conditions,  unwarranted  in  the 
face  of  the  enormous  volume  of  tonnage  to  be  handled  over  that  road. 
Then  the  Bessemer  was  formed  and  a  reorganization  was  had,  mak- 
ing the  Bessemer  the  operating  company  of  the  two.  The  Pitts- 
burgh, Bessemer  &  Lake  Erie  is  simply  a  paper  proposition. 

From  North  Bessemer  is  the  Union  Railroad,  the  terminal  road, 
which  performs  the  terminal  services  that  otherwise  the  Bessemer 
would  have  to  perform,  were  they  one  unit. 

The  Chaieman.  The  Pittsburgh,  Bessemer  &  Lake  Erie  is  this 
whole  line  here  [indicating] ,  including  the  Bessemer  &  Lake  Erie  ? 

Mr.  Baied.  Not  including.  This  [indicating]  is  the  Pittsburgh, 
Bessemer  &  Lake  Erie. 

The  Chaieman.  This  line,  with  the  exception  of  this  little  elbow 
[indicating  on  map],  has  a  corporate  existence? 
Mr.  Baied.  Yes,  sir. 

The  Chaieman.  But  it  has  no  active  interest  in  the  operation  of 
the  line ;  it  has  no  potential  voice  ?  Its  properties  are  leased  for  999 
years. 

Mr.  Baied.  Something  of  that  nature ;  yes,  sir. 
The  Chaieman.  You  say  it  is  a  paper  proposition,  but  it  has  stocks 
and  bonds  ? 

Mr.  Baied.  Yes,  sir;  which  the  Bessemer  &  Lake  Erie  have  as- 
sumed. 

The  Chairman.  This  elbow  of  the  Bessemer  &  Lake  Erie  is  owned 
entirely  by  the  Steel  Corporation,  is  it  not — its  stocks  and  bonds  ? 
Mr.  Baied.  Yes,  sir. 

The  Chaiesian.  This  other  road  is  owned  51  per  cent  by  the  United 
States  Steel  Corporation  and  49  per  cent  by  th*^.  general  public,  is  it 
not? 

Mr.  Baied.  Yes,  sir. 

The  Chaieman.  Then,  when  this  little  road  was  built,  with  its 

8.87  miles  of  railroad,  this  track  extending  fromKemis  to  Osgood 

Mr.  Baied  (interposing).  It  is  just  north  of  Osgood — K-0  junc- 
tion.    Tliat  is  an  abbreviation  for  "  Cut-Off." 

The  Chaieman.  From  K-0  Junction  to  Osgood,  Pa.,  this  little 
road,  or,  as  Mr.  Gardner  has  said,  this  tail,  got  possession  of  the  dog 
by  a  lease  of  999  years,  did  it  not  ? 

Mr.  Baied.  I  do  not  know  the  terms  of  that  lease,  Mr.  Chairman, 
but  in  any  event  they  assumed  the  responsibility  for  the  operation  of 
the  road.  You  understand  the  Pittsburgh,  Bessemer  &  Lake  Erie  wa= 
taken  over  several  years  before  the  formation  of  the  Bessemer  & 
Lake  Erie  Railroad.  This  consolidation  is  not  the  tail  wagging  the 
dog;  I  do  not  agree  with  him  on  that. 
Mr.  Gardner.  I  ask  that ;  I  did  not  say  it. 

Mr.  Baied.  For  some  convenient,  or  charter,  or  legal  reason,  they 
could  not  eliminate  the  Pittsburgh,  Bessemer  &  Lake  Erie,  so  they  had 
to  continue  it  as  a  separate  organization,  and  took  over  its  operations 
through  whatever  means  their  ingenuity  could  bring  about? 
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Mr.  Eeed.  May  I  suggest,  Mr.  Chairman,  that  the  cut-off  was  not 
built  until  long  after  the  Bessemer  &  Lake  Erie  leased  the  other  road? 

The  Chaiejian.  I  understand. 

Mr.  Reed.  It  did  not  own  8  miles  of  road  when  it  took  the  lease, 
but  took  the  lease  when  it  had  no  road  at  all. 

The  Chaiemax.  You  formed  a  corporation  which  leased  this  road 
before  you  had  any  mileage? 

Mr.  Eeed.  And  after  the  lease  it  built  the  cut-off. 

The  Chaieman.  Anyway,  this  road,  whose  stock  is  entirely  owned 
by  the  United  States  Steel  Corporation,  leased  the  road,  49  per  cent 
of  whose  stock  is  owned  by  the  public  generally ;  is  not  that  true  ? 

Mr.  Baied.  Yes,  sir — well,  I  would  not  say  the  road. 

As  counsel  has  just  stated,  the  Bessemer  &  Lake  Erie  Eailroad  Co. 
as  a  corporation  leased  the  Pittsburgh,  Bessemer  &  Lake  Erie  Eail- 
road Co.  before  the  Bessemer  &  Lake  Erie  Eailroad  Co.  had  any  indi- 
vidual trackage  of  its  own.  Subsequently  the  economical  operation 
of  the  railroad  necessitated  the  construction  of  this  cut-off  to  eliminate 
a  bad  operating  condition,  and  the  fact  is  this  cut-off  is  150  feet 
higher  at  the  highest  point  than  the  old  line  which  followed  the  tow- 
path  of  the  Erie  &  Pittsburgh  Canal. 

Mr.  Gaednee.  The  cut-off  which  was  built  by  the  Bessemer  &  Lake 
Erie  is  a  part  of  the  original  railroad? 

Mr.  Baied.  That  followed  the  old  canal  bed. 

Mr.  Gaednee.  May  I  ask  another  question  right  here,  Mr.  Chair- 
man? 

The  Chaieman.  Certainly. 

Mr.  Gaednee.  You  say  the  Bessemer  &  Lake  Erie  was  a  company 
formed  by  the  taking  over  of  the  Pittsburgh,  Bessemer  &  Lake  Erie? 

Mr.  Baied.  The  operation  of  it. 

Mr.  Gaednee.  That  subsequently  they  themselves  built  the  cut-off? 

Mr.  Baied.  Yes,  sir. 

Mr.  Gaednee.  Instead  of  requiring  the  Pittsburgh,  Bessemer  & 
Lake  Erie  to  build  it  by  voting  that  they  should  do  so  ? 

Mr.  Bated.  That  is  it  exactly. 

Mr.  Gaednee.  Can  you  tell  us  what  the  motives  were,  in  the  first 
place,  in  organizing  one  company — the  Pittsburgh,  Bessemer  &  T^ake 
Erie — without  any  railroad  property,  but  taking  over  another  com- 
pany which  was  apparently  doing  the  same  thing;  and  after  that, 
explain  why  the  Bessemer  &  Lake  Erie  built  that  cut-off  themselves 
instead  of  requiring  it  of  the  company  tliat  they  leased — assuming 
that  the  last  would  have  been  legally  possible? 

Mr.  Baied.  I  could  not  give  you  a  comprehensive  answer  to  that 
question,  Mr.  Gardner,  not  being  versed  in  the  legal  necessities. 

Mr.  Gaednee.  The  witness  will  realize  the  necessity  of  clearing  this 
matter  up  in  the  minds  of  the  committee. 

Where  we  find  a  company  with  a  capital  of  $1,500,000  leased  on  a 
4  i3er  cent  basis 

Mr.  Eeed  (interposing).  $12,000,000,  Mr.  Gardner. 

Mr.  Gaednee.  $12,000,000,  leased  on  a  4  per  cent  basis  by  another 
company ;  it  seerns  to  me  it  is  a  very  vital  thing  to  be  cleared  up. 

Mr.  Baied.  Is  it  really  of  more  import  than  the  taking  over  of  the 
Pittsburgh.  Shenango  &  Lake  Erie  by  the  Pittsburgh,  Bessemer  & 
T.,ake  Erie,  whir'li  was  doing  relatively  the  same  thing  the  Pittsburgh, 
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Bessemer  &  Lake  Erie  proposed  to  do  ?  There  were  several  mergers 
and  transactions  of  that  character. 

Mr.  Gardner.  Let  me  state  the  transaction  as  it  appears  to  me  up 
to  the  present  time : 

A  company  is  formed,  to  wit,  the  Bessemer  &  Lake  Erie,  with  a 
capital  stock"  of  $500,000.  That  takes  over  the  Pittsburgh,  Bessemer 
&  Lake  Erie  Eailroad  with  $12,000,000  of  stock,  common  and  pre- 
ferred. The  net  income  which  the  stockholders  of  the  apparently 
larger  company  receive  is  4.7  per  cent  of  the  capital  stock.  The 
profits  which  the  Bessemer  &  Lake  Erie  Eailroad  Co.  receives  are 
apjjarently  334  per  cent  on  their  capital  stock.  What,  of  course,  is 
desirable  to  get  into  our  minds  is,  in  the  first  place,  how  the  49  per 
cent  of  the  minority  stockholders  of  the  Pittsburgh,  Bessemer  &  Lake 
Erie  are  satisfied  with  so  small  a  return,  when  the  profits  come  from 
operating  a  huge  railroad.  So  far  as  you  have  gone  at  present  in 
making  it  clear  to  me — you  have  only  said,  so  far  as  I  can  see,  that 
the  reasons  for  that  is  that  the  cut-off  was  so  immensely  costly  and 
immensely  valuable.  You  do  not  mean  to  say  the  cut-off  is  more 
valuable  than  all  the  rest  of  the  line  put  together,  do  you  ? 

Mr.  Baird.  No  ;  and  I  do  not  think  you  could  draw  that  inference 
from  what  I  have  said  in  regard  to  the  situation. 

The  Chaiemak.  It  seems  to  be  a  cut-off  of  the  profits  rather  than 
the  road. 

Mr.  Baird.  No  ;  I  do  not  think  you  have  a  right  conception  of  that 
transaction  yet. 

The  Bessemer  &  Lake  Erie  Eailroad  Co.  acquired  the  control  of 
the  Pittsburgh,  Bessemer  &  Lake  Erie  Eailroad  Co.  many  years  be- 
fore this  cut-off,  for  economic  reasons  only,  was  constructed.  When 
they  effected  this  lease,  they  had  not  a  rail  of  their  own.  It  was 
simply  an  operating  company,  and  to  take  over,  for  some  reason  which 
I  know  not,  legal  or  from  charter  necessity,  or  something  else ;  I  do 
not  know  as  to  that  detail. 

Mr.  Gardner.  Was  the  road  bankrupt  when  they  took  it  over  ? 

Mr.  Baird.  Practically  so.  I  will  give  you  an  illustration  of  that. 
I  was  a  clerk  in  the  freight  department  before  they  took  it _ 

Mr.  Gardner  (interrupting).  Before  you  give  that  illustration,  I 
can  quite  understand  that  you  could  buy  a  bankrupt  road,  assuming 
all  its  liability,  for  $500,000,  and  that  that  might  be  all  the  capital 
stock  necessary  to  put  up  to  pay  for  that  bankrupt  road.  Is  that  the 
case? 

Mr.  Baird.  I  could  not  say  as  to  that.  They  simply  went  in  the 
open  market  and  bought  the  51  per  cent  of  the  securities  of  the  Pitts- 
burgh, Bessemer  &  Lake  Erie  Eailroad  Co. 

Mr.  Gardner.  That  I  understand. 

Mr.  Baied.  That  was  before  the  lease  was  effected,  or  at  that  time. 

Mr.  Gardner.  By  forming  a  company  with  a  capital  of  $500,000 
they  proceeded  to  acquire  a  999-year  lease  for  this  whole  system,  did 
they  not? 

Mr.  Baird.  I  can  not  give  you  any  intelhgent  testimony  on  that 
subject.  That  is  away  beyond  my  sphere  of  action.  I  would  like 
to  enlighten  you,  if  I  could,  but  I  do  not  want  to  give  just  an  opinion 
which  may  not  be  worth  the  paper  it  is  written  upon. 

Mr.  Eeed.  If  the  Chairman  will  permit  me,  I  do  not  believe  the 
witness  is  equipped  to  answer  that  question ;  but  if  I  may  tentatively 
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explain  the  information  I  have  on  the  subject,  we  can  develop  it 
through  other  witnesses.  For  a  moment  I  would  like  to  give  the 
ideas  we  have  about  that  transaction. 

Mr.  Gabdnee.  With  the  consent  of  the  committee,  I  should  like  to 
hear  that  statement. 

The  Chairman.  In  this  case  I  will  let  him  make  that  statement, 
but  I  do  not  want  it  to  appear  as  a  precedent,  because  we  want  sworn 
testimony. 

Mr.  Gabdnee.  I  should  not  like  to  have  it  appear  as  evidence,  but 
merely  by  way  of  helping  me  to  clear  up  the  matter  in  my  own  mind. 

Mr.  Eeed.  Merely  as  fornishing  a  suggestion  for  the  line  of  exami- 
nation, Mr.  Chairman : 

The  Pittsburgh,  Bessemer  &  Lake  Erie  Railroad  Co.  was  a  merger 
of  the  old  Shenango  Eoad,  which  ran  from  Butler  to  Conneaut,  and 
of  the  new  Butler  &  Pittsburgh  Road,  which  Mr.  Carnegie  built  in 
1896-7.  Those  two  companies  were  merged  into  the  Pittsburgh, 
Bessemer  &  Lake  Erie,  which  had  a  capital  of  $2,000,000  of  preferred 
stock  and  $10,000,000  of  common  stock,  and  a  large  bond  interest  of 
some  seven  or  eight  million  dollars.  The  business  of  the  company 
at  the  beginning  was  not  sufficiently  profitable  to  pay  any  returns 
whatever  on  the  common  stock.    I  believe  dividends  were  paid  on  the 

Preferred  stock.  In  1900  or  1901  the  company  was  not  in  the  best 
nancial  condition.  The  new  company,  the  Bessemer  &  Lake  Erie 
Railroad  Co.,  was  incorporated  for  $500,000  and  took  a  lease  of  the 
road,  of  the  P.,  B.  &  L.  E.,  guaranteeing,  as  rental,  6  per  cent  on  the 
preferred  stock  and  3  per  cent  on  the  common  stock,  and  the  payment 
of  that  rental,  or  of  those  dividends  on  the  stock,  was  guaranteed  by 
the  Carnegie  Co.,  which  was  in  excellent  financial  condition. 

Mr.  Young.  Did  they  assume  the  bonds  also  ? 

Mr.  Eeed.  No;  the  interest  on  the  bonds  was  guaranteed  as  well, 
but  they  did  not  take  over  the  bonds.  They  are  stUl  held  by  out- 
siders. 

Mr.  Young.  But  they  guaranteed  payment  of  the  bonds? 

Mr.  Reed.  They  guaranteed  payment  of  the  bond  interest.  As  to 
whether  the  bond  principal  was  guaranteed,  I  do  not  know ;  I  am  not 
sure. 

The  motive  of  the  stockholders  of  the  Pittsburgh,  Bessemer  &  Lake 
Erie  in  acquiescing  in  this  lease  was  that  instead  of  getting  no  divi- 
dends, they  got  a  moderate  dividend  guaranteed  by  the  amply  solvent 
Carnegie  Co.  The  earnings,  it  is  true,  are  large  on  that  nominal 
capital  of  the  lessee  company ;  but  those  are  the  earnings  to-day  and 
not  the  earnings  of  10  years  ago  when  that  lease  was  made,  and  in 
order  to  get  those  earnmgs  the  present  operating  company  has  had 
to  issue  millions  of  dollars  of  equipment  bonds  in  order  to  bring  the 
road  up  to  its  present  efficiencyj  and  its  real  capitalization  is  vastly 
in  excess  of  that  nominal  stock  issued. 

Of  course,  it  is  understood  that  in  offering  these  statements  I  do 
not  do  so  as  a  witness,  but  simply  as  a  suggestion. 

The  Chaibman.  We  will  put  some  witness  on  that  who  under- 
stands that. 

Mr.  Reed.  There  are  lots  of  witnesses  available. 

Mr.  Littleton.  Do  you  know  the  extent  of  the  equipment  bonds? 

Mr.  Eeed.  About  $8,000,000. 
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Mr.  Gabunbr.  You  testified,  Mr.  Baird,  the  TJnion  Eailroad  had  no 
corporate  connection  with  the  Pittsburgh,  Bessemer  &  Lake  Erie,  did 
you  not? 

Mr.  Bated.  Yes,  sir. 

The  Chairman.  While  you  may  not  know  anything  about  the  mo- 
tive and  probably  would  not,  bemg  only  the  general  freight  agent, 
you  do  know,  I  presume,  something  about  the  effect  of  this  trans- 
action ? 

Mr,  Baibd.  In  what  way  ? 

The  Chairman.  Is  it  not  true  that  $4,500,000  of  common  stock  of 
the  Pittsburgh,  Bessemer  &  Lake  Erie  Eailroad  Co.,  Mr.  Baird,  is 
owned  by  the  public  or  the  people  generally  outside  of  the  Steel  Cor- 
poration ? 

.  Mr.  Baied.  All  I  know  is  that  49  per  cent  of  it  is  held  by  the 
public  at  large.  That  information  could  be  obtained  from  some  other 
witness. 

Mr.  Eeed.  Those  figures  are  practically  correct,  although  the 
amount  you  suggest  is  45  per  cent  instead  of  49  per  cent. 

The  Chaieman.  If  that  be  true,  they  pay  3  per  cent  on  the  common 
stock  per  annum,  do  they  not  ? 

Mr.  Baibd.  That  is  my  understanding. 

The  Chaieman.  And  if  it  happens  to  be  $4,500,000  of  the  common 
stock  held  by  the  public  generally,  it  would  be  3  per  cent  of  that 
amount.  They  pay  6  per  cent  per  annum  on  the  preferred  stock,  do 
they  not  ? 

Mr.  Baibd.  That  is  my  understanding. 

The  Chaieman.  In  other  words,  out  of  the  earnings  of  the  Besse- 
mer &  Lake  Erie  a  fixed  interest  of  $224,994  is  paid  annually  to 
outside  stockholders.    Is  not  that  true  ? 

Mr.  Baibd.  I  presume  that  is  correct. 

The  Chairman.  The  net  earnings  of  this  road  are  $3,728,357. 
What  becomes  of  the  rest  of  that? 

Mr.  Baied.  I  would  say  that  in  all  the  years  up  to  this  time  the 
majority  of  it  has  gone  into  reconstruction  and  maintenance  of  the 
road.  It  has  been  entirely  rehabilitated;  grades  have  been  elimi- 
nated; old  wooden  bridges  have  been  substituted  with  concrete  or 
solid  fills. 

The  Chaieman.  Is  there  any  provision  in  the  lease  by  which  the 
terms  of  the  lease  shall  change  ? 

Mr.  Baied.  I  can  not  say  as  to  that. 

The  Chaieman.  If  there  are  not,  it  will  then  be  999  years  from 
the  time  this  lease  was  made  until  the  owners  of  that  road  will  re- 
ceive anything  else  than  this  $224,000;  is  not  that  true? 

Mr.  Baibd.  I  would  imagine  so;  but  the  road' to-day  has  been 
completely  reconstructed. 

The  Chaieman.  I  understand  it  is  a  very  good  road. 

Mr.  Baibd.  And  that  is  out  of  earnings. 

The  Chaieman.  What  I  am  trying  to  get  at  is  when— no  matter 
if  it  gets  to  be  worth  a  million  dollars  a  foot— are  those  49  per  cent 
stockholders  that  originally  constructed  this  road,  and  51  per  cent 
of  whose  stock  the  United  States  Steel  Corporation  acquired,  going 
to  get  any  benefit  of  this  most  excellent  road  outside  of  the  terms  of 
the  lease  ? 


2030  VXITED    STATES    STEEL   CORPOKATION. 

Mr.  Baikd.  They  have  received  enormous  benefit  already  by  the 
very  increase  in  the  intrinsic  vahie  of  their  securities  which  they  hold. 
When  they  took  over  this  corporation,  it  was  not  worth  anything. 
To-day  you  could  not  go  out  and  buy  it. 

Mr.  Littleton.  What  is  that  stoclv  worth? 

Mr.  Baird.  I  could  not  say. 

Mr.  Steeling.  It  could  not  be  worth  much,  if  it  only  makes  3  per 
cent. 

Mr.  Baied.  I  mean  as  compared  with  what  it  could  be  bought  for 
at  the  time  this  lease  was  effected  and  what  they  could  sell  it  for  to- 
day. They  have  a  permanent  investment  there  just  as  sure  as  the 
Government  bonds. 

Mr.  Sterling.  I  should  not  think  it  would  be  worth  very  much 
more  than  par  as  long  as  that  lease  is  in  effect. 

The  Chairman.  The  thing  that  determines  the  value  of  that  road 
is  their  traffic  contracts,  is  it  not  ?    That  is  the  thing  that  built  it  up  ? 

Mr.  Baied.  I  do  not  know  that  we  have  any  different  contract  to- 
day than  they  had  when  it  Avas  the  Pittsburg,  Shenango  &  Lake  Erie. 

The  Chairjian.  At  the  time  of  the  existence  of  the  Pittsburg, 
Shenango  &  Lake  Erie,  was  there  any  United  States  Steel  Corpora- 
tion? 

Mr.  Baied.  No,  sir. 

The  Chairman.  Was  any  seven  or  eight  million  tons  of  ore  trans- 
ported over  it  per  year  ? 

Mr.  Baird.  That  has  had  no  effect  whatever  on  the  traffic  arrange- 
ments. They  were  certainly  made  on  their  individual  merits,  mile 
for  mile  with  other  roads,  and  have  been  in  existence  since  away  back 
early  in  the  eighties  and  nineties. 

The  Chairman.  But  would  not  the  diverting  or  the  initiating  of 
these  8,000,000  or  10,000,000  tons  of  ore,  to  say  nothing  of  the  lake 
coal  which  you  ship  back,  affect  its  earnings  very  materially  ? 

Mr.  Baird.  Naturally  it  would. 

The  Chairman.  Then  if  you  had  51  per  cent  of  this  stock,  the 
United  States  Steel  Corporation,  knowing  the  nature  of  its  opera- 
tions, could  anticipate  these  increased  earnings,  could  they  not? 

Mr.  Bated.  They  could  naturally  be  anticipated,  but  it  took  years 
and  years  to  work  that  out. 

The  Chairman.  I  am  referring  to  the  effect;  I  do  not  say  what 
the  purpose  was. 

Mr.  Baird.  Let  me  qualify  that  anticipation.  In  all  the  years 
since  they  have  had  possession  of  this  property,  the  first  year  the 
tonnage  of  the  road  was  a  million  tons,  we  will  say,  and  it  has 
grown  naturally  and  increased  commensurately  with  the  increased 
facilities  provided  from  the  earnings  of  this  railroad  on  the  in- 
creased business  which  it  had  acquired.  To-day  it  will  be  up  to 
practically  14,000,000  tons  of  freight  traffic  over  the  road,  of  which 
50  per  cent  wiU  be  iron  ore,  we  will  say. 

The  Chairman.  To  get  back,  if  they  could  anticipate  this  increased 
traffic,  which  was  their  own  traffic,  and  could  anticipate  these  earn- 
ings, then  just  such  an  arrangement  as  that  which  you  have  de- 
scribed would  divert  these  earnings  from  an  equal  distribution,  or 
pro  rata  distribution,  among  all  the  stockholders  to  the  coffers  of 


UNITED   STATES   STEEL   COEPOEATION.  2031 

the  51  per  cent  stockholders,  less  3  per  cent  on  the  common  stock  and 
6  per  cent  on  the  preferred.     Would  not  that  be  the  effect  of  it? 

Mr.  Baird.  That  is  i^ossibly  the  effect.  But  what  would  have  been 
the  condition  of  those  49  per  cent  or  of  the  100  per  cent  had  the 
arrangement  never  been  made  ?  There  would  have  been  two  streaks 
of  rust  there  to-day,  with  no  traffic  whatever. 

The  Chairman.  They  knew  they  were  going  to  transform  these 
streaks  of  rust  into  one  of  the  most  prosperous  railroads  of  the  coun- 
try, and  while  they  were  in  this  process  of  transformation  they  took 
care  of  their  51  per  cent  ownership  and  made  it  dominant  and  con- 
trolling. 

Mr.  Bated.  That  was  surrendered  to  them  by  the  stockholders  vol- 
untarily. 

The  Chatkman.  They  used  their  power  very  sagaciously. 

Mr.  Baied.  They  used  their  ability  to  reconstruct  the  railroad.  It 
Avas  not  directed  against  the  49  per  cent,  by  any  means.  It  was  to 
benefit  the  49  per  cent. 

Mr.  Gardner.  May  I  ask  the  witness  a  question? 

The  Chairman.  Certainly. 

Mr.GAEDNEE.  Did  that  acquiring  of  51  per  cent  of  the  stock  of  the 
Bessemer  &  Lake  Erie  take  place  some  time  before  the  lease,  and  did 
they  use  that  voting  power  to  put  through  the  lease,  or  did  they  buy 
the  majority  of  the  stock  as  part  of  the  bargain? 

Mr.  Bated.  My  understanding  is — but  I  am  not  absolutely  sure  of 
that — that  that  stock  v/as  acquired  after  the  contract  had  been  en- 
tered into  whereby  they  would  guarantee  to  the  owners  of  the  then 
Pittsburg,  Shenango  &  Lake  Erie  a  certain  tonnage.  Subsequently 
that  tonnage,  which  the  promoters  of  this  railroad  had  anticipated, 
did  not  develop ;  and  then  it  was  necessary  to  acquire  control  of  the 
stock,  if  possible,  to  proceed  with  the  rehabilitation  of  their  property. 
That  is  my  understanding. 

Mr.  Gardner.  I  quite  understand  you;  but  what  I  am  trying  to 
get  at  is  whether  or  not  the  Carnegie  Co.  acquired  51  per  cent  of 
a  railroad  running  from  Lake  Erie  down  to  Bessemer,  and  having 
acquired  that  51  per  cent,  used  their  voting  power  to  put  through  an 
unprofitable  lease ;  or  whether  the  situation  was  this :  That  the  lease 
was  satisfactory  to  everybody  and  that  the  majority  of  the  stock  was 
transferred  to  the  Carnegie  Co.  in  order  to  give  them  the  control. 

Mr.  Baird.  That  is  my  understanding,  exactly. 

Mr.  Gardner.  You  can  not  testify  as  to  any  Imowledge  of  it 
directly  ? 

Mr.  Baird.  Only  from  just  general  observation  and  contact  with 
other  people. 

Mr.  Gardner.  Did  the  minority  stockholders  at  the  time  take  the 
ease  into  court,  for  instance  ? 

Mr.  Baird.  No,  sir;  it  is  my  understanding  they  made  the  transfer 
absolutely  voluntarily,  and  were  very  glad  of  the  opportunity  to 
do  it.  They  felt  their  investment  for  the  future  was  absolutely  pro- 
tected, and  the  intrinsic  value  of  it  increased  very  materially.  The 
whole  necessity  for  the  subsequent  arrangement  was  to  make  possible 
the  reconstruction  of  the  road.  There  is  not  one  landmark  of  it  left 
to-day.    It  was  simply  laid  down  on  the,  old  towpath — that  was  up 


2032  UNITED   STATES   STEEL   COEPOEATION. 

and  down— with  wooden  bridges  that  would  not  carry  the  modern 
locomotive  of  to-day,  and  those  have  all  been  replaced  with  solid 
fills  and  road  constructed  with  slag  ballast,  steel  ties,  heavy  rails, 
and  a  most  modern  railroad  in  every  respect — the  most  modem 
railroad  in  the  United  States. 

Mr.  Littleton.  Do  you  know  what  the  stock  of  the  original  road 
cost  the  stockholders? 

Mr.  Baird.  I  do  not. 

Mr.  Littleton.  It  was  a  large  capitalization,  was  it  not? 
•  Mr.  Baied.  I  do  not  feel  competent  to  judge  as  to  that. 

Mr.  Littleton.  You  do  not  catch  my  point.  I  think  it  was 
$12,000,000  capitalization  ? 

Mr.  Baied.  Yes,  sir. 

Mr.  Littleton.  You  do  not  know  what  the  stockholders  wanted 
for  their  stock? 

Mr.  Baird.  No;  I  could  not  say,  for  this  reason:  There  was  the 
Pittsburgh,  Bessemer  &  Lake  Erie,  or,  say,  the  consolidation  of  sev- 
eral old  lines  built,  which  were  built  for  carrying  oil,  with  the  first 
discovery  of  oil  in  western  Pennsylvania.  That  was  all  they  handled 
to  begin  with — oil  in  tank  cars.  As  the  oil  diminished,  they  had  to 
reach  out  for  other  traffic  to  replace  what  they  had  lost  by  the  absence 
of  the  oil. 

Mr.  Littleton.  Has  any  effort  been  made  to  change  the  share 
which  the  49  per  cent  have  in  the  3  per  cent  and  6  per  cent,  to  in- 
crease their  earnings  ? 

Mr.  Baied.  I  do  not  know  as  to  that.  I  am  not  in  touch  with  the 
financial  end  at  all.  I  am  purely  on  the  freight  traffic  end.  What 
little  I  have  testified  to  along  those  lines  is  simply  what  I  know  in  a 
general  way. 

Mr.  Littleton.  Is  there  any  quotation  of  the  value  of  that  stock 
of  the  old  road  ? 

Mr.  Baied.  I  have  looked  for  it  many  times  and  have  never  suc- 
ceeded in  finding  it. 

Mr.  Littleton.  Is  it  sold  any  at  all  ? 

Mr.  Baied.  Not  to  my  knowledge.  One  time  I  asked  our  secretary 
if  he  had  very  many  changes  in  their  books,  and  he  said  very  few; 
people  are  holding  onto  it. 

Mr.  Littleton.  Do  you  know  of  any  effort  on  the  part  of  any  of 
the  stockholders  of  the  49  per  cent  to  readjust  it  by  means  of  an 
action  of  any  kind  ? 

Mr.  Baied.  I  have  never  heard  of  any  such  movement,  and  I  do  not 
imagine  there  would  be,  for  the  reason  that  they  were  very  glad  of 
the  opportunity  to  make  the  transaction  or  effect  the  transaction 
under  question,  whereby  their  investment  was  made  an  earning  prop- 
osition.   That  would  be  a  natural  way  to  look  at  it,  I  imagine. 

The  Chaieman.  I  referred  to  this  manual  a  moment  ago,  "  Manual 
of  Railroads  and  Corporation  Securities,  1911."  On  pages  115  and 
116  of  this  manual  is  shown  a  statement  of  the  condition  of  the 
Bessemer  &  Lake  Erie  Railroad,  of  this  road  in  some  detail.  I  wiU 
have  this  incorporated  in  the  record. 

(The  statement  referred  to  by  the  chairman  is  in  the  words  and 
figures  following,  to  wit:) 
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BESSEMER   &  LAKE   ERIE   RAILROAD    CO. 

(Controlled  by  Carnegie  Steel  Co  ) 

Incorporated  January  1,  1901,  in  Pennsylvania,  and  on  April  1  of 
that  year  leased  the  Pittsburg,  Bessemer  &  Lake  Erie  Eailroad  Co. 
for  999  years,  on  terms  given  in  that  company's  statement,  attached. 
The  Pittsburg,  Bessemer  &  Lake  Erie  Railroad  Co.'s  lease  of  the 
Meadville,  Conneaut  Lake  &  Linesville  Railroad  Co.  and  its  contracts 
for  trackage  rights  with  Pittsburg  &  Western  Railroad  Co.  and  the 
New  York,  Chicago  &  St.  Louis  Railroad  Co.  have  been  assumed  by 
this  company.  This  company  guarantees  the  principal  and  interest 
of  $100,000  debenture  5  per  cent  gold  bonds  of  the  Marquette  &  Bes- 
semer Dock  &  Navigation  Co.,  by  indorsement. 

Mileage — Line  of  road  owned. — Kremis  to  Osgood,  Pa.,  8.87  miles ; 
leased  (P.,  B.  &  L.  E.  R.  R.),  166.54  miles;  (M.,  C.  L.  &  L.  E.  R.), 
21.74  miles;  trackage  (N.  Y.,  C.  &  St.  L.  R.  R.),  Cascade  to  Wallace 
Junction,  Pa.,  12.40  miles;  (B.  &  O.  R.  R.),  Pittsburgh  Junction 
to  Butler,  Pa.,  0.50  mile;  total  operated,  210.05  miles.  Second  track, 
leased  (P.,  B.  &  L.  E.  R.  R.),  91.02  miles;  sidings  owned,  2.18;  leased 
(P^  B.  &  L.  E.  E.  R.),  120.81.     Gauge,  standard. 

Equipment  {owned  and  leased). — Locomotives,  137;  passenger 
cars,  65:  freight,  box,  182;  caboose,  81;  flat,  212;  gondola,  9,271; 
stock,  17;  total,  9,932.  Service  cars,  104.  Total  engines  and  cars, 
105069. 

Capital  siSocA;.— Authorized  and  issued,  $500,000;  par,  $50.  All 
owned  by  the  Carnegie  Steel  Co.  Dividends  have  been  paid  as  fol- 
lows: 1904,  100  per  cent;  1905,  50  per  cent;  1906,  40  per  cent;  none 

S1I1C6* 

Bonded  deht. —Toisil,  $4,030,000,  as  of  June  30,  1910. 

$1,220,000  Erie  Equipment  Trust  5s;  issued  in  1902,  due  March 
1,  1911 ;  int.  M.  &  S.  I.,  at  Home  Trust  Co.,  Hoboken,  N.  J.,  trustee. 
Coupon,  $1,000.    Secured  on  11  locomotives  and  1,000  steel  cars. 

$150,000  Locomotive  Equipment  Trust  5s;  issued  in  1903.  due 
March  1,  1913 ;  int.  M.  &  S.  L,  at  Home  Trust  Co.,  Hoboken,  N.  J., 
trustee.    Coupon,  $1,000.    Secured  on  10  locomotives. 

$1,060,000  Standard  Equipment  Trust  5s  ;■  dated  April  1,  1905 ;  due 
April  1,  1925;  int.  A.  &  O.  I.,  at  Home  Trust  Co.,  Hoboken,  N.  J., 
trustee.      Coupon,   $1,000.     Secured   on    12  locomotives   and    1,000 

gondola  cars.  ^    -,    -,  nnn 

$1,100,000  Bessemer  Equipment  Trust  5s;  dated  March  1,  1907; 
due  $110,000  annually  March  1,  1917-1926,  inclusive;  int.  M.  &  S.  I., 
at  Home  Trust  Co.,  Hoboken,  N.  J.,  trustee.  Coupon,  $1,000. 
Secured  on  6  locomotives,  500  hopper'  and  600  gondola  cars. 

$200,000  National  Equipment  Trust  5s;  dated  May  1,  190o;  due 
$40,000  annually  (March  1)  to  1915;  int.  M.  &  S.  I.,  at  Home  Trust 
Co.,  Hoboken,  N.   J.,  trustee.     Coupon,  $1,000.     Secured  on  400 

q^-ppl    naps 

$300,000  Conneaut  Equipment  Trust  5s;  dated  April  1,  1909; 
due  April  1,  1919;  int.  A.  &  O.  I.,  at  Home  Trust  Co..  Hoboken 
N  J    teustee.    Coupon,  $1,000.    Secured  on  23  locomotives. 
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Earnings,  e.r-pciisc-".  and  income  aeconnt   ijearft  ended  June  SO. 


Year. 


Freight 
earnings. 


1905-6 $5,231. &29 

1906-7 5,828,lo:j 

1907-8 '     4.904.504 

1908-9 5.698.051 

1909-10 7,4.59.484 


Passenger 
earnings. 


$301,140 
334,293 
293,536 
298, 148 
381,299 


Gross 
earnings. 


Operating 
expenses. 


$5,708,039 
6.399.323 
6,343,387 
6.060.454 

7,840,783 


$2,812,493 
.i,  341, 623 
3,308,603 
3.540.959 
4,159,663 


Total  in- 
come. 


Divi- 
d'^nds. 


Surplus 
for  year. 


$2,895,546  I  S2, 099, 652  I  .?2.50,000 

3,074,613  1  2,568.435       200,000 

2,233,213  I     2.2'>S,444  I 

2, 609, 186  I     1 ,  S2li.  930  j 

3,681,120  I     2  22-1. 1G7    


$795,894 

306,178 

<  65;  231 

782,256 

1,456,963 


General  balance  sheet.  June  SO,  7£»i(?.— Capital  stock,  $500,000; 
bonded  debt,  $4,030,000 ;  interest  accrued,  $316,680 :  current  liabilities, 
$1,316,563;  other  liabilities,  $1,440,833;  profit  and  loss,  $2,048,111; 
total,  $9,652,187.  Contra:  Cost  of  road  and  equipment,  $4,635,361; 
securities  owned,  $944,540 ;  materials,  $500,176 ;  cash  and  current  ac- 
counts, $3,373,628;  other  accounts,  $198,482;  total,  $9,652,187. 

Officers.— Z.  H.  Reed,  president;  E.  H.  Utley,  vice  president  and 
general  manager;  G.  W.  Kepler,  secretary  and  treasurer;  J.  C.  Mc- 
Kalip,  auditor;  W.  A.  Parker,  purchasing  agent,  Pittsburgh,  Pa.; 
J.  S.  Matson,  superintendent,  Greenville.  Pa.  Directors:  L.  C.  Bih- 
ler,  W.  W.  Blackburn,  D.  M.  Clemson,  G.  W.  Kepler,  D.  G.  Kerr, 
J.  H.  Reed,  E.  H.  Utley.  Pittsburgh,  Pa. ;  R.  A.  Franks.  Hoboken, 
N.  J. ;  E.  H.  Gary,  New  York. 

Office,  Carnegie  Building,  Pittsburgh,  Pa. 

Pittsiurg,  Bessemer  d:  Lake  Erie  Railroad  (operated  under 
lease)  .—Incorporated  December  26,  1896,  in  Pennsylvania  and  Ohio, 
a  consolidation,  as  of  January  14,  1897,  of  the  Butler  &  Pittsburg 
and  Pittsburg,  Shenango  &  Lake  Erie  railroad  companies.  Leased 
for  999  years  from  April,  1901.  to  the  Bessemer  &  Lake  Erie  Railroad 
Co.  at  annual  rental  of  interest  on  bonds  and  dividends  of  6  per  cent 
on  the  preferred  stock  and  3  per  cent  on  the  common  stock,  the  lessee 
assuming  this  company's  lease  of  the  Meadville.  Conneaut  Lake  & 
Linesville  Railroad  and  its  contracts  for  trackage  rights  with  the 
Pittsburg  &  Western  Railroad  Co.  and  the  New  York,  Chicago  & 
St.  Louis  Railroad  Co.  Line  of  road  owned:  North  Bessemer,  Pa., 
to  Conneaut  Harbor.  Ohio.  144.57  miles;  North  Bessemer  to  Bessettler, 
Pa.  (leased  to  Union  Railroad),  8.04  miles;  Branchton  to  Plilliard, 
Pa.,  10.3  miles;  Conneaut  Junction  to  Wallace  Junction,  Pa.,  8.71 
miles;  main-line  branches,  2.96  miles;  other  branches  and  spurs,  28.49 
miles;  total  owned,  203.07  miles.  Sidings  owned,  l.")4.19  miles,  in- 
cluding 33.28  miles  leased  to  Union  Railroad.    Gauge,  standard. 

Capital  stoch. — $2,000,000  (>  per  cent  cumulative  preferred  and 
$10,000,000  common;  par,  $50.  The  Carnegie  Co.  owns  $5,500,000  of 
the  common  and  $500,100  of  the  preferred,  and  under  the  terms  of  the 
lease  to  the  Bessemer  &  Lake  Erie  Railroad  Co.  the  Carnegie  Co. 
guarantees  dividends  of  6  per  cent  per  annum  on  the  preferred  stock 
and  3  per  cent  on  the  common  stock.  Preferred  dividends  paid  June 
and  December  1  and  common  April  and  October  1.  Transfer  agents, 
United  States  Trust  Co.,  New  York. 

Bonded  deht.—ToHl,  $15,269,000  June  30,  1910. 

Two  million  nine  hundred  and  ninety-five  thousand  dollars  Pitts- 
burg, Shenango  &  Lake  Erie  Railroad  first  gold  js;  dated  October 
1.  1890;  due  October  1,  1940;  int.  A  &  O  1,  at  Central  Trust  Co.,  New 
York,  trustee.    Coupon,  $1,000;  principal  may  be  regi>tered.    A  first 
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lien  on  12S  miles  of  road,  Butler,  Pa.,  to  Conneaut,  Ohio,  on  Lake 
Erie,  with  branches. 

Five  hundred  and  ninety-seven  thousand  dollars  Pittsburg,  She- 
nango  &  Lake  Erie  Railroad  consolidated  gold  5s ;  dated  July  1, 1893 ; 
due  July  1,  1943 ;  int.  J  &  J  1,  at  Central  Trust  Co.,  New  York.  Cou- 
pon, $1,000 ;  principal  may  be  registered.  Secured-  upon  the  same 
property  as  the  first  mortgage  and  about  18  miles  additional.  Au- 
thorized, $4,800,000,  of  which  sufficient  is  reserved  to  retire  the  prior 
liens. 

$6,408,000  Pittsburg,  Bessemer  &  Lake  Erie  Eailroad  consol. 
gold  fives ;  dated  January  1,  1897 ;  due  January  1,  1947 ;  int.  J  &  J  1, 
at  United  States  Trust  Co.,  New  York,  trustee.  Coupon,  $1,000; 
principal  may  be  registered.  Secured  upon  the  same  property  as  the 
prior  mortgages,  and  also  upon  the  extension  southward  to  Bessemer, 
Pa.  Authorized  $10,000,000,  of  which  a  sufficient  amount  is  reserved 
to  retire  the  prior  liens. 

$2,000,000  Pittsburg,  Bessemer  &  Lake  Erie  Railroad  debenture 
gold  fives ;  dated  June  1, 1899 ;  due  June  1, 1919 ;  int.  J &D  1,  at  Union 
Trust  Co.,  Pittsburgh,  trustee.  Subject  to  call  after  June  1,  1909, 
upon  company  paying  ^  per  cent  for  each  year  of  unexpired  term. 
Coupon,  $1,000;  principal  may  be  registered. 

$219,000  Shenango  Equipment  Trust  fives ;  dated  1899 ;  due  $73,000 
April  1, 1910,  to  April  1, 1913,  inclusive ;  int.  A  &  O  1,  at  Union  Trust 
Co.,  Pittsburgh,  trustee.  Coupon,  $1,000.  Secured  on  7  locomotives, 
200  hopper  and  700  steel  gondola,  cars. 

$1,000,000  Greenville  Equipment  Trust  fives ;  dated  1900;  due  $100,- 
000  per  annum  from  May  1,  1911,  to  May  1,  1920.  Coupon,  $1,000. 
Int.  M  &  N  1,  at  Union  Trust  Co.,  Pittsburgh,  trustee.  Secured  on  6 
locomotives,  400  steel  hopper  and  400  steel  gondola  cars. 

$2,050,000  Butler  Equipment  Trust  fives ;  dated  April  1, 1901 ;  due 
April  1,  1921 ;  int.  A  &  O  1,  at  Union  Trust  Co.,  Pittsburgh,  trustee. 
Coupon,  $1,000.  Secured  on  9  locomotives,  50  box  cars,  1,000  steel 
hopper  cars,  and  1,000  steel  gondola  cars. 

General  balance  sheet,  June  30,  1910.  Capital  stock,  $12,000,000; 
bonded  debt,  $15,269,000;  current  liabilities.  $1,053,504;  total,  $28,- 
322,504.  Contra:  Cost  of  road  and  equipment,  $27,839,263;  profit 
and  loss,  $483,241;  total,  $28,322,504. 

Officers :  J.  H.  Reed,  president,  Pittsburgh,  Pa. ;  J.  T.  Odell,  vice 
president.  New  York;  G.  W.  Kepler,  secretary  and  treasurer;  J.  C. 
McKalip,  auditor,  Pittsburgh,  Pa.  Directors :  L.  C.  Bihler,  W.  W. 
Blackburn,  D.  M.  Clemson,  W.  N.  Frew,  T.  H.  Given,  G.  W.  Kepler, 
D.  G.  Kerr,  Thomas  Morrison,  A.  C.  Dinkey,  J.  H.  Reed,  E.  H.  Utley, 
Pittsburgh,  Pa.;  E.  H.  Gary,  J.  T.  Odell,  New  York;  R.  A.  Franks, 
Hoboken,  N.  J. 

Annual  meeting,  first  Tuesday  in  April. 

Main  office,  Carnegie  Building,  Pittsburgh,  Pa. 

Mr.  Littleton.  Mr.  Baird,  I  was  not  in  here  during  your  entire 
examination ;  I  had  to  be  present  with  another  committee  at  another 
place,  and  if  I  ask  some  questions  that  have  been  gone  over,  I  hope 
you  will  understand  it. 

Mr.  Baird.  Yes,  sir. 

Mr.  Littleton.  If  I  "understand  you  correctly,  you  said  the  capi- 
talization of  this  operating  company,  which  finally  constructed  the 
straight  black  line  across  the  red  elbow,  was  $500,000? 


2036  UNITED   STATES   STEEL   COBPOEATION. 

Mr.  Bahed.  Yes,  sir. 

Mr.  Littleton.  That  is  the  stock  capitalization? 

Mr.  Baied.  That  is  the  original  capitalization,  long  before  this 
construction  was  made,  at  the  time  they  took  over  the  operation,  the 
physical  operation  of  the  Pittsburgh,  Bessemer  &  Lake  Erie — per- 
haps 1901. 

Mr.  LiTTiiETON.  They  were  organized  for  the  purpose  of  operating 
this  other  company  ? 

Mr.  Baikd.  Absolutely. 

Mr.  Littleton.  And  they  owned  no  property  ? 

Mr.  Baied.  Not  at  all. 

Mr.  Littleton.  What  they  did  acquire  first  was  the  line  of  this 
longer  line  ? 

Mr.  Baied.  Yes,  sir. 

Mr.  Littleton.  For  this  period  of  time? 

Mr.  Baied.  Yes,  sir. 

Mr.  Littleton.  Their  capitalization  as  such  operating  company 
was  $500,000? 

Mr.  Baied.  That  is  my  understanding. 

Mr.  Littleton.  Did  they  afterwards  increase  their  capitalization; 
do  you  know? 

Mr.  Baied.  Not  to  my  knowledge. 

Mr.  Littleton.  Counsel  has  suggested  there  were  bonds  amount- 
ing to  something  like  $8,000,000 — equipment  bonds. 

Mr.  Baied.  Yes;  I  understand  so. 

Mr.  Littleton.  Those  were  finally  issued? 

Mr.  Baied.  Yes. 

Mr.  Littleton.  For  the  purpose  of  equipping  this  road  ? 

Mr.  Baied.  Yes ;  that  is  correct.  I  do  not  know  the  volume  of  the 
equipment  bonds  out,  but  we  have  about  10,000  cars.  I  am  not 
versed  on  the  financial  end,  and  I  can  not  give  as  comprehensive  in- 
formation as  you  ought  to  have. 

Mr.  Littleton.  Did  you  state  your  knowledge  of  the  ownership 
of  the  $500,000  shares  of  the  short  road,  the  operating  road  ? 

Mr.  Baird.  My  understanding  is  it  is  owned  entirely  by  the  cor- 
poration. 

Mr.  Littleton.  The  United  States  Steel  Corporation? 

Mr.  Baied.  Yes,  sir. 

Mr.  Littleton.  And  also  51  per  cent  of  the  company  from  which 
it  leased  this  longer  road  ? 

Mr.  Baied.  Yes.  That  was  clear  after  the  lease  had  been  effected, 
as  I  understand,  or  after  the  original  contract  was  effected. 

Mr.  Littleton.  That  is  all,  Mr.  Chairman. 

Mr.  Young.  Mr.  Baird,  what  roads  lead  from  Lake  Erie  ports 
into  the  Pittsburgh  district,  and  by  whom  is  each  owned. 

Mr.  Baied.  From  Erie,  Pa.,  you  have  the  Penn^lvania  Co.  lines; 
that  is,  the  system  west  of  Pittsburgh  and  Buffalo.  From  Con- 
neaut  Harbor  is  the  Bessemer  &  Lake  Erie.  From  Ashtabula  you 
have  the  Lake  Shore,  reaching  Pittsburgh  through  its  subsidiary,  the 
Pittsburgh  &  Lake  Erie,  and  the  Pennsylvania  Co.  At  Fairport  you 
have  the  Baltimore  &  Ohio.  At  Cleveland  you  have  the  Baltimore 
&  Ohio,  the  Wheeling  &  Lake  Erie,  the  Pennsylvania  Co.,  and  the 
Erie  Eailroad,  in  conjunction  with  the  Pittsburgh  &  Lake  Erie.  At 
Lorain  you  have  the  Baltimore  &  Ohio,  the  Lake  Shore,  and,  I  be- 
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lieve,  the  Wheeling  &  Lake  Erie,  through  the  Lorain  &  Ashland  or 
some  other  little  road  there. 

Mr.  Reed.  And  the  Nickel  Plate  ? 

Mr.  Baied.  Yes.  At  Huroii  you  have  the  Wheeling  &  Lake  Erie, 
reaching  Pittsburgh  through  its  Wabash-Pittsburgh  Terminal  Eail- 
road.  That  is  practically  the  most  westerly  port  at  which  any  lake 
ores  for  Pittsburgh  are  received. 

Mr.  Eeed.  How  about  the  Lake  Erie  &  Pittsburgh  ? 

Mr.  Baied.  In  connection  with  the  Pennsylvania  Co.  and  the  Pitts- 
burgh &  Lake  Erie  from  Cleveland. 

Mr.  YoTJNG.  Who  owns  that  road? 

Mr.  Baied.  I  believe  that  is  a  joint  interest  of  the  New  York  Cen- 
tral lines  and  the  Pennsylvania  lines. 

Mr.  YoTTNG.  Is  ore  shipped  from  all  these  ports  that  you  have 
mentioned — Cleveland,  Ashtabula,  Fairport,  Lorain,  and  Erie  ? 

Mr.  Baied.  Yes,  sir. 

Mr.  Young.  So,  then,  there  is  a  large  number  of  railroads  serving 
the  Pittsburgh  district  from  the  Lakes  ? 

Mr.  Baied.  Yes,  sir.  In  addition  to  Pittsburgh,  you  understand 
most  of  these  roads,  particularly  Cleveland  to  Ashtabula,  are  serving 
the  Mahoning  Valley  and  Shenango  districts,  and  also  southern  Ohio. 
You  have  the  southern  Ohio  furnace  districts  and  central  Ohio. 
Some  of  that,  however,  comes  from  Toledo  to  central  and  southern 
Ohio. 

Mr.  Young.  Unless  there  is  some  collusion  between  these  railroads, 
there  is  a  vast  amount  of  competition  in  the  hauling  of  ore,  is  there 
not? 

Mr.  Baied.  There  is  naturally  competition ;  yes,  sir. 

Mr.  Young.  That  would  only  be  prevented  by  understanding 
among  the  roads  and  all  fixing  the  same  rate  ? 

Mr.  Baied.  Any  change  in  the  rate  would  not  affect  that  situation 
whatever,  because  the  moment  one  railroad  changes  the  rate  the  other 
roads  would  be  forced  to  meet  it.  There  would  be  a  sacrifice  of  their 
revenue  and  no  benefit  obtained  from  it. 

Mr.  Young.  That  might  result  in  a  difference  in  the  rates  or  a 
lowering  of  the  rates. 

Mr.  Baied.  You  do  not  put  your  hand  in  the  fire,  because  you  know 
what  the  result  will  be.  I  guess  any  one  of  the  gentlemen  responsible 
for  that  matter  have  the  same  feeling  about  lowering  the  rates. 

Mr.  Young.  Ypu  mean,  as  a  matter  of  fact,  that  they  manage  in 
some  way  to  all  &x  the  same  rate  ? 

Mr.  Baied.  I  do  not  understand  the  question. 

Mr.  Young.  You  mean,  in  some  manner,  by  agreement  or  under- 
standing, or  something  of  that  kind,  they  all  manage  to  fix  the  same 
rate  ? 

Mr.  Baird.  They  naturally  have  necessity  of  conference,  if  there 
is  any  contemplated  change  in  a  rate  involving  such  an  enormous  ton- 
nage as  iron  ore.  If  some  commercial  interest  brings  pressure  to  bear 
on  some  particular  road,  before  it  would  make  any  change  it  would 
naturally  confer  with  its  contemporaries,  I  imagine. 

Mr.  Reed.  Competitors,  you  mean? 

Mr.  Baied.  Yes;  competitors. 

Mr.  Young.  Suppose  some  one  of  these  roads,  which  was  the  only 
one  which  reached  a  certain  furnaca,  should  raise  its  rate  arbitrarily, 
what  would  that  probably  result  in  ? 
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Mr.  Baird.  That  would  put  the  furnace  out  of  blast. 

Mr.  Young.  Or  the  furnace  might  make  arrangements  with  some 
other  road  to  extend  to  it  ? 

Mr.  Baied.  That  is  the  natural  move. 

Mr.  Young.  That  is  what  would  happen  ? 

Mr.  Bahrd.  Yes,  sir. 

Mr.  Young.  Does  your  road  carry  any  ore  for  the  independents  ? 

Mr.  Baied.  We  do  not  reach  any  independent  furnaces. 

Mr.  YouxG.  So  it  is  exclusively  a  road,  so  far  as  the  ore  is  con- 
cerned, for  the  service  of  the  United  States  Steel  Corporation  plant? 

Mr.  Baied.  Or  any  other  plant  that  might  wish  to  locate  on  our 
rails.  There  is  no  exclusiveness  whatever.  The  situation  forces  that 
reflection,  that  it  is  for  that  purpose. 

Mr.  Young.  I  am  speaking  of  what  it  is  to-day. 

Mr.  Baied.  Yes,  sir. 

Mr.  Young.  Of  course  you  would  be  glad  to  serve  anj'  other  com- 
pany that  would  give  you  its  business? 

Mr.  Baied.  Absolutely. 

Mr.  Young.  That  goes  without  saying.  But,  as  a  matter  of  fact, 
it  only  does  business  in  ore  for  the  United  States  Steel  Corporation? 

Mr.  Baied.  At  the  present  time ;  yes,  sir. 

Mr.  Young.  Does  it  handle  manufactured  steel  products  for  any 
other  corporation? 

Mr.  Baied.  Not  in  great  volume.     We  have  handled  some. 

Mr.  Young.  In  small  amounts? 

Mr.  Baied.  Of  a  miscellaneous  character.  For  instance,  Butler, 
Pa.,  is  a  point  common  on  the  Baltimore  &  Ohio,  the  Pennsylvania, 
and  the  Buffalo,  Rochester  &  Pittsburgh.  The  independents  do  not 
hesitate  to  give  us  a  fair  share  of  their  tonnage  there. 

Mr.  Young.  When  was  the  Pittsburgh,  Bessemer  &  Lake  Erie 
Railroad  completed,  the  through  line  from  Conneaut  to  North  Besse- 
mer? 

Mr.  Baied.  Their  rails,  I  believe,  were  placed  in  use  in  the  spring 
of  1897. 

Mr.  Young.  This,  you  say,  was  the  union  of  two  roads  ? 

Mr.  Baied.  The  Butler  &  Pittsburgh. 

Mr.  Young.  The  Butler  &  Pittsburgh  was  a  road  built  by  Mr. 
Carnegie  for  the  Carnegie  Co.  ? 

Mr.  Baied.  Yes,  sir. 

Mr.  Young.  When  was  that  road  built  ? 

Mr.  Baied.  The  construction,  I  presume,  was  started  in — I  could 
not  say  exactly,  but  I  presume  in  1895.  It  was  very  difficult  construc- 
tion. It  was  cut  and  fill  all  the  way,  with  an  enormous  stretch  of 
viaducts. 

Mr.  Young.  But  the  through  line  was  completed  in  1897  ? 

Mr.  Baied.  Yes,  sir. 

Mr.  Young.  Some  four  years  before  the  organization  of  the  United 
States  Steel  Corporation? 

Mr.  Baied.  Yes,  sir. 

Mr.  Young.  I  ask  that  question  because  it  has  been  alleged  the 
threat  of  Mr.  Carnegie  to  build  that  road  was  one  of  the  reasons  that 
Jed  to  the  organization  of  the  United  States  Steel  Corporation. 

Mr.  Reed.  Mr.  Gates  said  that,  I  believe. 
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Mr.  YouxG.  As  well  as  to  do  certain  other  things ;  but  that  was  one. 

The  Chairman.  I  guess  we  can  get  Mr.  Carnegie  on  that  point 
and  settle  it. 

Mr.  Young.  If  it  was  built  in  1897  it  was  hardly  one  of  the  reasons 
that  led  to  the  formation  of  the  Steel  Corporation. 

When  was  the  Bessemer  &  Lake  Erie  Railroad  Co.  organized,  Mr. 
Baird? 

Mr.  Baird.  M}'^  recollection  is  1901. 

Mr.  Eeed.  1900,  I  think.  The  evidence  shows,  Mr.  Young,  that  it 
was  actually  incorporated  January  1,  1901.  It  was  planned  in  1900 
and  incorporated  on  New  Year's  Day. 

Mr.  Bartlett.  What  company  was  that? 

Mr.  Keed.  The  Bessemer  &  Lake  Erie. 

Mr.  Young.  This  lease  by  it  of  the  Pittsburgh,  Bessemer  &  Lake 
Erie  Railroad  was  practically  a  sale  of  the  Pittsburgh,  Bessemer  & 
Lake  Erie  Railroad  Co.,  was  it  not  ? 

Mr.  Baird.  In  effect;  yes,  sir. 

Mr.  Young.  The  lease  was  for  999  years  ? 

Mr.  Baird.  Yes,  sir. 

Mr.  Young.  The  price  was  fixed  as  a  perpetual  interest  of  6  per 
cent  on  the  preferred  stock  of  the  older  road  and  3  per  cent  on  the 
common  stock? 

Mr.  Baird.  Yes,  sir.  » 

Mr.  Young.  Do  you  know  how  that  agreement  was  arrived  at — 
whether  it  was  a  matter  of  negotiation  or  where  there  were  only  legal 
proceedings  attendant  upon  it,  preceding  or  following  it  ? 

Mr.  Baird.  I  understand  it  was  entirely  by  peaceful  negotiation. 
The  people  holding  those  securities  were  glad  to  have  them  turned 
into  an  earning  proposition. 

Mr.  Young.  You  stated  you  had  never  seen  any  quotations  pf  the 
stock  of  this  older  road.    Do  you  know  of  any  transactions  in  the 

stock  ? 

Mr.  Baird.  Not  personally ;  no,  sir. 

Mr.  Young.  Have  you  heard  of  any? 

Mr.  Baird.  Just  as  I  said  a  moment  ago,  I  asked  the  secretary 
one  time  if  he  had  very  many  changes  in  ownership,  and  he  said  very 
few.    That  is  all. 

Mr.  Young.  You  have  no  means  of  knowing  what  the  price  of  it  is  ? 

Mr.  Baird.  None  whatever. 

Mr  Young.  Have  you  any  means  of  knowing  what  was  actually 
paid  for  that  stock  in  the  first  place— $10,000,000  and  $2,000,000? 

Mr.  Baird.  I  have  no  knowledge  whatever  in  connection  with  that 
transaction. 

Mr.  Young.  Are  the  bonds  of  the  original  road  still  outstanding, 
or  have  they  been  paid  ? 

Mr.  Baird.  They  are  being  paid  as  they  mature.  As  they  mature  I 
believe  they  are  retired,  if  that  is  what  you  mean. 

Mr.  Young.  By  whom  are  they  paid  ? 

Mr.  Baird.  Paid  by  the  Bessemer  &  Lake  Erie  Railroad  Co. 

Mr.  Young.  Is  it  charged  up  to  the  older  concern? 

Mr.  Baird.  I  would  infer  that  it  was;  yes,  sir. 

Mr.  Young.  Does  that  come  out  of  this  6  per  cent  and  3  per  cent? 

Mr.  Baird.  No.    It  would  come  out  of  the  aggregate  earning,  and 
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the  other  people  get  the  full  3  and  6  per  cent  which  they  have  guar- 
anteed to  them.  •  1    .1.      1 J 

Mr.  YoTiNG.  That  would  not  be  charging  it  up  with  the  old  com- 
pany? If  your  view  now  is  correct,  then  the  purchase  price  for  this 
line  was  not  only  this  3  and  6  per  cent,  but  the  payment  of  those 
bonds  in  addition?  at     v.  • 

Mr.  Baied.  I  do  not  quite  follow  what  you  mean  there.  Not  being 
well  versed  in  the  financial  end  of  the  railroad  company,  I  do  not 
know  just  how  to  answer  you  on  that. 

Mr.  Young.  You  have  stated  that,  as  you  understood  it,  the  stock- 
holders of  the  old  company  received  their  3  and  6  per  cent  regularly 
without  any  reference  to  payment  of  these  bonds  ? 

Mr.  Baied.  Yes,  sir ;  that  is  my  understanding. 

Mr.  Young.  That  the  Bessemer  &  Lake  Erie  paid  the  bonds  as 
they  came  due? 

Mr.  Baied.  I  mean  they  performed  the  physical  transfer  for  the 
operating  company.  I  presume  under  the  conditions  there  are  two 
sets  of  books,  two  separate  accounts,  one  for  the  Pittsburgh,  Bessemer 
&  Lake  Erie,  and  one  for  the  Bessemer  &  Lake  Erie. 

Mr.  Young.  Have  the  Pittsburgh,  Bessemer  &  Lake  Erie  any  funds 
of  their  own  with  which  to  pay  bonds  ? 

Mr.  Baird.  There  is  simply  a  financial  transaction.  I  do  not  un- 
derstand just  how  it  is  handled,  but  I  know  they  make  two  separate 
reports  to  the  Interstate  Commerce  Commission. 

Mr.  Young.  Do  you  know  whether  they  have  any  funds  or  not  ? 

Mr.  Baied.  I  could  not  say.     They  make  annual  reports  to  the 
Interstate  Commerce  Commission,  and  you  can  get  all  that  informa- 
tion yourself,  as  clear  you  want  it,  if  you  will  refer  to  their  reports- 
Mr.  Young.  You  know  nothing  about  it? 

Mr.  Baied.  No,  sir. 

Mr.  Eeed.  I  might  suggest  the  information  as  to  the  bonded  debt 
of  the  lessor  company  is  given  in  this  manual,  in  this  statement  which 
the  chairman  offered  in  evidence  a  little  while  ago.  It  is  a  statement 
showing  the  financial  condition  of  the  Pittsburgh,  Bessemer  &  Lake 
Erie. 

The  Chairman.  That  has  all  gone  into  the  record,  Mr.  Young. 

Mr.  Young.  That  is  allj  Mr.  Chairman. 

The  Chaieman.  Mr.  Baird,  in  discussing  yesterday  division  sheets 
488  of  the  Bessemer  &  Lake  Erie  Eailroad  Co.,  you  stated  that  rout- 
ing applied  to  shipments  from  Erie,  Pa.,  to  New  Orleans,  and  that 
no  freight  originating  in  mills  of  the  United  States  Steel  Corpora- 
tion was  ever  billed  that  way. 

Mr.  Baikd.  I  said  by  the  Bessemer  &  Lake  Erie,  for  the  reason 
that  we  do  not  originate  any  of  the  steel  going  in  that  direction — 
that  is,  via  that  particular  route. 

Mr.  Eeed.  May  I  suggest  that  the  confusion  in  which  that  subject 
was  involved  yesterday  was  caused  largely  by  the  fact  that  there  are 
two  connections  with  the  Wabash  Line,  and  that  the  witness  has  pre- 
pared a  map  which  will  show  those  two  connections? 

The  Chaibjian.  I  will  go  into  that. 

I  show  you  here,  Mr.  Baird,  division  sheet  No.  232  of  the  Bessemer 
&  Lake  Erie  Railroad  Co.  Does  that  also  apply  to  shipments  other 
than  those  originating  in  the  United  States  Steel  Corporation  mills? 
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Mr.  Baird.  That  only  applies  to  traffic  originating  at  stations  of 
the  Bessemer  &  Lake  Erie  Railroad  Co.  It  does  not  apply  from  any 
point  on  the  Union  Railroad,  for  the  reason  that  the  Gould  lines 
have  their  direct  contact  with  the  rails  of  the  Union  Railroad,  to 
which  they  pay  an  arbitrary  for  the  performance  of  delivery  to 
them. 

.  The  Chaieman.  You  stated  yesterday  the  Union  Railroad  and 
Bessemer  &  Lake  Erie  were  both  distinct  lines,  controlled  by  dif- 
ferent companies  which  are  subsidiary  to  the  Steel  Corporation,  as  I 
understand  it. 

Mr.  Baied.  Two  subsidiary  companies  of  the  Steel  Corporation. 
The  Chairman.  Are  not  Bessemer,  Duquesne,  Gascola,  Homestead, 
Rankin,  Universal,  and  Mifflin  Junction  important  stations  on  the 
Union  Railroad  and  not  on  the  Bessemer  &  Lake  Erie  Railroad? 

Mr.  Baied.  That  particular  phase  is  covered  by  the  original  con- 
tract, and  under  that  contract  the  Bessemer  &■  Lake  Erie  has  placed 
at  these  various  mills  in  the  mill  districts,  small  stations,  where  they 
have  located  an  agent  to  conduct  the  billing  and  forwarding  of  the 
freight  from  those  mills  moving  via  North  Bessemer  and  the  Bessemer 
&  Lake  Erie  Road  and  its  various  connections.  That  is  a  matter  of 
expediency  and  convenience  in  the  handling  of  traffic.  Otherwise  we 
would  be  10  or  12  miles  away  from  the  actual  point  of  consignment. 
The  Chairman.  But  those  points  are  stations  on  the  Union  Rail- 
road, are  they  not? 
Mr.  Baird.  They  are  Bessemer  &  Lake  Erie  Railroad  stations,  and 

sustained  by  the  Bessemer  &  Lake  Erie.    They  are  simply  places 

The  Chairman  (interposing) .  Are  they  not  physically  located  on 
the  Union  Railroad? 

Mr.  Baird.  They  are,  yes,  sir;  but  as  a  matter  of  convenience  we 
arrange  with  the  Union  Railroad  to  locate  right  at  the  points  where 
we  receive  the  freight  rather  than  to  have  our  billing  station  10  or  12 
miles  away  from  that  pointy  and  the  cumbersome  method  of  handling 
ihe  details  that  would  be  imposed  by  that  an-angement.        .  ^.  .  . 

The  Chairman.  I  will  ask  you  to  look  on  the  back  of  division 
sheet  232  and  see  if  these  points  are  not  listed  as  stations  of  the 
Bessemer  &  Lake  Erie.  o  x   i     ti^  • 

Mr.  Baied.  They  are  listed  as  stations  of  the  Bessemer  &  Lake  Jirie 
for  that  reason.  You  will  notice  they  are  also  shown  as  not  being 
embraced  in  this  arrangement.  ...  ,, 

The  Chairman.  Divisions  of  rates  of  freight  originating  on  the 
Bessemer,&  Lake  Erie,  billed  to  New  Orleans  and  neighboring  points, 
are  identical  with  those  in  sheet  No.  488,  are  they  not? 
Mr.  Baied.  I  could  not  say  unless  I  saw  them  both.  ' 

I  might  explain,  Mr.  Chairman,  that  in  effecting  a  traffic  arrange- 
ment of  that  character— and  these  have  been  m  force  for  a  long 
time— the  initial  road  receives  a  minimum  proportion  which  will  not 
be  altered  by  any  of  the  various  routes  that  might  be  utilized  m 
reaching  the  Missouri  Pacific  and  the  St.  Louis  Southwestern  Rail- 
way The  proportions  north  and  south  of  the  river,  you  might  say, 
-  or  East  St.  Louis,  are  absolutely  fixed.  The  roads  south  receive  the 
same  proportion  of  the  through  rates.  You  can  approach  East  St. 
Louis  via  all  the  direct  lines,  and  then  by  a  combination  of  the 
shorter  lines  that  you  can  bring  together,  agreeable  to  whatever 
figures  may  be  imposed  by  their  mileages. 
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The  initial  road  receives  15  per  cent  of  the  aggregate,  and  the  re- 
maining roads  simply  equalize  the  direct  lines  by  dividing  the 
remainder  on  whatever  basis  they  can  agree  upon. 

The  Chairman,  In  the  notation  below  the  list  of  stations  I  find  the 
reference  made  to  shipments  originating  in  properties  of  the  Steel 
Corporation  on  the  Union  Railroad — the  Carey  furnace,  the  Carnegie 
Steel  Co.,  the  American  Steel  &  Wire,  the  Union  Scrap  Yards  of  the 
Carnegie  Steel  Co.,  and  so  forth. 

Mr.  Baied.  That  is  true. 

The  Chairman.  How  is  it  15  per  cent  is  allowed  the  Union  Eail- 
icad,  which  here  is  called  the  Bessemer  &  Lake  Erie,  on  those  ship- 
ments, when  the  haul  is  only  a  few  miles,  and  the  same  percentage 
is  allowed  on  the  haul  from  Erie  when  billed  by  way  of  the  Bessemer 
&  Lake  Erie  over  the  Wabash  or  the  Wheeling  &  Lake  Erie? 

Mr.  Baied.  That  is  just  what  I  have  been  trying  to  have  you  un- 
derstand; that  that  is  not  a  fact — absolutely  not  a  fact.  This  ar- 
rangement applies  only  from  stations  on  the  Bessemer  &  Lake  Erie 
Railroad 

The  Chairman  (interposing).  But 

Mr.  Baied  (interposing).  "\A "ait  a  minute.  I  want  to  have  this 
understood.    I  want  to  make  this  statement : 

Every  station  list  of  the  Bessemer  &  Lake  Erie  must  be  compre- 
liensive  to  contain  a  list  of  every  station  controlled  by  its  organiza- 
tion. In  every  percentage  arrangement  there  will  be  points  com- 
mon with  other  direct  connections  that  are  not  included  in  this 
arrangement,  and  we  show  here,  you  will  recall.  Group  A,  Bessemer 
&  Lake  Erie  Railroad  stations,  from  which  this  arrangement  applies. 

The  Chairman.  What  sheet  is  that  you  are  quoting  from? 

Mr.  Baied.  No.  232.  You  referred  to  that  station  list,  and  you 
will  find  that  Bessemer  is  blank,  but  Erie,  Pa.,  shows  Group  A.  It 
applies  from  Erie  and  it  applies  from  North  Bessemer,  our  southern- 
most station.  South  of  that  point  it  does  not  apply.  All  the  sta- 
tions south  of  North  Bessemer  are  shown  as  being  blank,  meaning^ 
to  the  billing  station  it  does  not  apply  from  thor-e  stations. 

Do  you  follow  me  on  that  all  right? 

The  Chairman.  You  state  you  really  do  not  give  this  15  per  cent 
from  the  stations  which  I  have  named  ? 

Mr.  Baird.  Absolutely  not.  Let  me  explain  further.  The  traffic 
will  originate  on  the  Union  Railroad.  The  Bessemer  &  Lake  Erie 
tracks  M'ill  haul  that  to  Wallace  Junction.  We  would  receive  15  per 
cent  to  Wallace  Junction.  Out  of  that  15  per  cent  of  the  through 
rate  we  would  pay  to  the  Union  Railroad  15  cents  per  ton  for  origi- 
nating it — handling  our  empty  car  to  the  mill  and  bringing  it  back 
to  us  loaded.  That  arrangement  was  in  force  from  the  advent  of  the 
Wabash  lines  in  the  Pittsburgh  district.  It  embraces  the  Lake  Shore 
and  Nickel  Plate  and  Erie  Railroad,  as  the  three  different  routeg  to 
reach  the  AVabash  at  Toledo  or  any  southern  junction,  who  would  in 
turn  hand  the  business  to  the  Missouri  Pacific.  With  the  culmination 
of  the  construction  of  the  road  here,  they  naturally  would  like  to 
have  the  business  originating  on  the  line  of  the  Bessemer  &  Lake 
Erie  go  over  their  ov,n  affiliated  lines  rather  than  have  a  proportion 
of  the  rate  given  to  the  other  competing  lines. 

^Ye  had  no  reason  to  object  to  that,  because  we  earn  exactly  the 
same  on  the  traffic  which  we  originate  as  we  would  had  it  moved  via 
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the  other  routa  We  go  over  the  Union  Railroad,  and  we  pay  the 
Union  Railroad  to  transfer  the  car  from  North  Bessemer  to  MifiBiin 
Junction  15  cents  a  ton,  but  that  arrangement  does  not  apply,  for  in- 
stance, from  any  point  or  station  on  the  Union  Railroad.  We  employ 
them  as  a  medium  of  exchange  for  this  traffic  between  North  Bes- 
semer and  Mifflin  Junction,  Pa. 

The  Chairman.  Now,  I  want  to  get  this  idea  perfectly  plain  in 
my  head,  because  I  do  not  follow  you.  I  do  not  understand  this 
thing  of  the  station  being  on  the  line  or  off  the  line,  according  to 
the  way  in  which  it  is  interpreted.  To  get  right  back  and  answer 
me  as  distinctly  as  you  can,  take  these  stations.  We  will  say  you  are 
shipping  to  the  Union  scrap  yards  or  to  the  Carrie  furnaces  of  the 
Carnegie  Steel  Co.  or  to  the  American  Steel  &  Wire  Co. ;  you  are 
shipping  to  one  of  those  points ;  do  you  not  start,  very  often,  with  that 
freight  on  one  of  these  lines  that  are  Bessemer  &  Lake  Erie  stations, 
but  which  are  physically  on  the  Lake  Erie  Railroad  ? 

Mr.  Baird.  On  traffic  moving  out  from  the  mills  on  the  Union 
Railroad  we  do. 

The  Chairman.  That  is  all  I  want.  Now,  when  they  go  over  the 
Union  Railroad  they  get  so  much  flat,  per  ton,  do  they  riot?  They 
get  15  cents? 

Mr.  Baird.  If  it  is  going  direct  to  the  Wabash,  yes. 

The  Chairman.  GoiMg  anywhere;  I  do  not  care  where?  If  that 
train  goes  over  5  miles  on  the  Bessemer  &  Lake  Erie  Railroad  or  on 
the  Pittsburgh,  Bessemer  &  Lake  Erie  Railroad,  then  you  get  your  15 
per  cent  if  it  goes  over  the  Wabash,  do  you  not  ? 

Mr.  Baird.  Yes;  but  it  does  not  go  direct  to  the  Wabash.  I  do 
not  think  you  have  the  facts  clearly  in  mind. 

The  Chairman.  I  have  clearly  in  my  mind  what  I  want  to  under- 
stand. 

Mr.  Baird.  But  you  do  not  get  me  clearly.  It  is  rather  a  cum- 
bersome question  to  explain  to  a  man  who  has  not  gone  through  the 
routine  and  detail  of  making  these  arrangements.  In  the  first  place, 
let  us  start  at  the  very  beginning  of  the  precentage  arrangement  as 
it  would  be  built  up.  We  have  our  entire  road  here,  and  we  have 
our  stations  on  the  Union  Railroad,  as  otherwise  they  would  be  at 
North  Bessemer,  but  we  elect  to  place  them  there,  so  as  to  be  at  the 
point  of  consignment,  and  they  give  us  our  shipping  ordfers,  and  we 
so  bill  them  by  the  various  routes  which  they  are  to  travel,  and  our 
percentages  would  be  built  of  two  groups,  100  miles  for  the  first 
half  and  200  miles  for  the  second.  Out  of  that  proportion  built  up 
on  the  proportion  of  200  miles  opposed  to  100  miles  on  the  Nickel 
Plate  and  300  miles  on  the  next  road  we  arrive  at  the  percentage. 
Out  of  that  percentage  proportion  we  pay  to  the  Union  Railroad  15 
cents  a  ton.  Now,  when  we  reverse  that,  going  into  the  Mississippi 
Valley  points,  for  instance,  it  is  a  long  haul,  and  our  entire  road, 
because  of  its  shortness,  is  embraced  in  one  group. 

The  Chairman.  Now,  when  you  start  to  reverse  tha,t 

Mr.  Baird.  I  mean,  to  work  out  through  the  southern  eind. 

The  Chairman.  Now,  stick  to  this  end ;  that  is  what  I  am  driving  at. 
You  go  up  to  the  other  end,  and  then  you  drop  down  to  this  end, 
and  that  causes  endless  confusion. 

Mr.  Baied.  I  am  not  trying  to  confuse  you. 
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The  Chairman.  It  does  not  confuse  me  at  all,  it  cumbers  the  record. 
We  are  not  talking  about  freight  that  starts  at  the  lake  and  comes 
to  Pittsburgh,  but  about  freight  originating  at  the  Carrie  furnaces 
and  to  be  carried  to  the  Union  line,  and  to  be  carried  some  short 
distance  on  the  Bessemer  &  Lake  Erie  line,  and  thence  to  some  other 
carrier.  If  that  carrier  happens  to  be  the  Wabash,  do  you  not  get 
15  cents  a  ton  flat  from  the  Union  Kailroad,  and  then  do  you  not  get 
15  cents  for  the  through  haul  from  any  other  road  ? 

Mr.  Baerd.  No,  sir ;  we  get  a  maximum  of  15  per  cent  for  hauling 
it  to  any  junction.  We  will  start  here  [indicating  on  map]  and  we 
will  take  it  over  our  road  and  take  it  to  the  Erie  or  the  Nickel  Plate 
to  transfer  it  to  the  Wabash. 

The  Chairman.  To  transfer  it  to  the  Wabash? 

Mr.  Baird.  Yes;  at  Toledo  or  any  of  the  various  junctions  where 
they  intersect  south  thereof. 

The  Chairman.  Is  there  any  necessity  of  taking  it  that  way  ?  Can 
you  not  take  it  over  that  blue  line  to  the  Wabash  ? 

Mr.  Baird.  Yes;  depending  on  the  disposition  of  the  shipper  or 
of  the  consignee  in  routing  it. 

The  Chairman.  Do  you  not  go  over  an  extra  distance  in  going 
that  way? 

Mr.  Baird.  There  would  be  very  little  added  distance,  Mr.  Chair- 
man, going  that  way.  They  go  to  Toledo,  and  they  go  about  as  far 
south  as  we  go  north  in  making  the  roundabout  route. 

The  Chairman.  If  you  ship  over  some  other  road  than  the  Wabash, 
going  over  the  same  rails,  if  you  start  with  a  carload  of  finished 
steel,  or  any  other  kind,  from  the  Carrie  furnaces  in  Pittsburgh,  and 
go  over  the  Union  Railroad  and  then  over  the  Bessemer  &  Lake  Erie, 
and  thence  over  the  Pittsburg  or  over  the  Baltimore  &  Ohio  or  over 
the  P.  L.  &  E.,  do  you  get  any  15  per  cent  ? 

Mr.  Baird.  For  instance,  we  would  duplicate  this  route  over  Clover 
Leaf  from  continental  Ohio,  and  we  receive  the  same  minimum  of 
15  per  cent  of  the  through  rate,  however  the  traffic  may  move. 

The  Chairman.  That  is  not  the  question  I  asked.  If  you  start  at 
the  Carrie  furnace  and  go  over  the  Union  Railroad  and  then  over 
the  Bessemer  &  Lake  Erie  to  some  point  of  junction  of  the  Pennsyl- 
vania lines  or  the  Balitimore  &  Ohio  or  of  the  P.  L.  &  E.,  do  you 
not  receive  that  ? 

Mr.  Baird.  No ;  they  all  reach  this  territory  direct,  and  we  do  not 
work  with  them.    We  have  to  work  with  competing  lines. 

The  Chairman.  Do  you  not  take  freight  from  them  ?  Do  you  not 
ship  over  these  roads  ? 

Mr.  Baird.  No,  sir. 

The  Chairman.  From  Pittsburgh  territory  ? 

Mr.  Baibd.  No,  sir. 

The  Chairman.  Does  it  all  go  from  the  Wabash  ? 

Mr.  Baird.  No,  sir;  we  have  our  junction  with  the  Erie  Railroad, 
with  the  Lake  Shore,  and  with  the  Nickel  Plate ;  and  then,  we  have 
a  car  ferry  across  Lake  Erie.  We  connect  with  the  Pere  Marquette 
and  the  Grand  Trunk  and  the  Michigan  Central. 

The  Chairman.  Does  not  any  freight  that  goes  over  the  Lake  Erie 
go  over  the  Pittsburgh  lines  at  all  ? 

]Vfr.  Baird.  Absolutely  not.  They  have  their  own  facilities  for 
originating  that  freight. 
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The  Chaieman.  Then  the  Pennsylvania  lines  and  the  Baltimore 
&  Ohio  get  that  freight  from  the  Union  line  and  not  from  yours? 

Mr.  Baibd.  Absolutely ;  we  never  touch  it  at  all. 

The  Chairman.  That  is  as  good  as  I  want.  Now,  do  they  get  any 
15  per  cent?  j  j  e         j- 

Mr.  Baied.  They  would  get  more  than  that. 

The  Chairman.  Do  they  not  get  15  cents  a  ton  flat? 

Mr.  Baird.  No,  sir;  they  pay  the  Union  Eailroad  their  10  or  15 
cents. 

The  Chairman.  Flat? 

Mr.  Baied.  Yes ;  the  same  as  we  do. 

The  Chairman.  That  is  all  they  get  out  of  it  ? 

Mr.  Baird.  That  is  all  they  get  from  us. 

The  Chairman.  That  is  all  they  get  ? 

Mr.  Baird.  That  is  all  that  we  will  give  them. 

The  Chairman.  Fifteen  cents  ? 

Mr.  Baied.  Fifteen  cents. 

The  Chaieman.  But  I  am  talking  about  when  you  originate  the 
freight. 

Mr.  Baird.  Yes ;  I  understand. 

The  Chairman.  What  allowance  do  they  make  you  for  originating 
the  freight? 

Mr.  Baied.  They  make  the  Union  an  allowance  of  15  cents  a  ton. 

The  Chairman.  What  allowance  does  the  Pennsylvania  Eailroad 
make  the  Union  Railroad  ?    Here  you  have  got  a  car  of  freight 

Mr.  Baied.  Fifteen  cents  a  ton. 

The  Chaieman.  That  is  what  I  am  driving  at. 

Mr.  Baird.  Yes. 

The  Chairman.  The  Pennsylvania  Eailroad,  when  it  takes  a  car 
of  freight  from  the  Union  Eailroad,  allows  that  road  15  cents  a  ton  ? 

Mr.  Baied.  Yes. 

The  Chairman.  Flat ;  that  is  all  it  allows  ? 

Mr.  Baird.  Yes. 

The  Chairman.  And  the  Baltimore  &  Ohio  allows  15  cents  a  ton, 
flat? 

Mr.  Baied.  Yes. 

The  Chairman.  But  if  you  want  to  ship  over  the  Wabash  you  do 
not  ship  that  that  way.  You  run  up  on  this  Bessemer  &  Lake  Erie, 
do  you  not  ? 

Mr.  Baied.  No,  sir;  you  are  wrong.  Now,  for  the  Wabash  proper; 
but  if  they  are  going  to  ship  over  the  affiliated  lines  of  the  Wabash 
they  deliver  it  to  them  here  [indicating  on  map],  the  same  as  they 
would  to  the  Baltimore  &  Ohio  and  the  Pittsburgh  &  Lake  Erie.  We 
do  not  touch  it. 

The  Chairman.  What  do  they  get? 

Mr.  Baied.  Thirty-five  cents  a  ton.    It  is  a  much  longer  haul. 

The  Chaieman.  The  Wabash? 

Mr.  Baied.  The  Wabash  pay  the  Union  35  cents  a  ton  for  this  haul 
over  here  [indicating  on  map]. 

The  Chaieman.  The  Pennsylvania  pays  you  15  cents? 

Mr.  Baied.  Pays  the  Union  Eailroad  15  cents. 

The  Chairman.  Does  not  the  Wabash  pay  you  35  cents  a  ton  where 
the  haul  is  no  longer  than  the  haul  over  the  Pennsylvania  ? 

Mr.  Baied.  It  is  an  entirely  different  situation. 
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The  Chaieman.  Does  not  that  situation,  then,  exist? 

Mr.  Baied.  No,  sir ;  it  does  not.  The  Wabash  is  the  longest  haul 
that  the  Union  Eailroad  has  and  the  most  difficult  one. 

The  Chaieman.  But  you  do  not  have  to  haul  from  one  end  of  the 
Wabash  to  the  other  to  get  that  35  cents  a  ton,  do  you  ? 

Mr.  Baied.  You  have  to  haul  from  this  district  [indicating  on 
map]  to  Mifflin  Junction  up  a  very  aggravated  grade,  where  they  can 
only  haul  about  six  cars  with  one  engine. 

The  Chaieman.  How  much  longer  haul  do  you  have  to  make  to 
get  to  the  Wabash  over  that  route  than  you  do  to  get  to  the  Pennsyl- 
vania Railroad? 

Mr.  Beall.  You  say,  "you."  Do  you  mean  by  that  the  Union 
Eailroad,  Mr.  Chairman? 

The  Chaieman.  Yes;  the  Union  road. 

Mr.  Reed.  He  has  nothing  to  do  with  the  Union  road.  You  con- 
fuse the  record  by  calling  the  Union  Railroad  "  you." 

The  Chaieman.  How  much  longer  haul  do  you  have  to  make,  Mr. 
Baird,  to  get  to  the  Union  Railroad  over  the  Wabash  than  you  do 
to  get  to  the  Union  Railroad  over  the  Pennsylvania  ? 

Mr.  Baied.  Approximately  9  miles. 

The  Chaieman.  And  for  that  haul  of  9  miles  you  get  a  difference 
in  the  flat  rate  of  from  15  to  35  cents  a  ton  ? 

Mr.  Baied.  Thirty-five  cents  a  ton. 

The  Chairman.  Is  it  not  true  that  the  length  of  the  haul  is  com- 
paratively inconsequential  after  you  get  your  train  made  up,  and  do 
you  not  act  on  that  policy  on  all  your  railroads  ? 

Mr.  Baied.  No,  sir.  This  is  the  situation.  On  the  Pennsylvania 
you  can  moA^e  one  train  of  30  ears  with  one  engine.  If  you  are  going 
to  take  that  train  to  Mifflin  Junction  you  will  have  to  make  about 
five  trips,  and  that  makes  pretty  near  a  day's  run,  with  the  same 
crew. 

Mr.  Danfoeth.  As  I  understand  it,  you  have  a  station  on  the 
Union  Railroad  which  is  called  Bessemer? 

Mr.  Baied.  Yes. 

Mr.  Danfoeth.  At  what  mill  is  that? 

Mr.  Baikd.  That  is  at  the  Edgar  Thompson  Steel  Works. 

Mr.  Danfoeth.  What  is  the  one  at  the  Carrie  works  that  the  chair- 
man has  been  talking  about? 

Mr.  Baied.  That  is  Rankin,  under  the  jurisdiction  of  our  Mun- 
haU  station. 

Mr.  Danfoeth.  You  have  a  station  there? 

Mr.  Baied.  Yes. 

Mr.  Danfoeth.  If  the  Carrie  mills  want  to  send  goods  over  the 
Wabash  Railroad,  do  you  bill  them  or  does  the  Union  Railroad  bill 
them? 

Mr.  Baied.  The.  Wabash  would  bill  the  shipment  themselves.  They 
have  their  agent  right  at  the  mills. 

Mr.  Danfoeth.  They  would  bill  it  themselves? 

Mr.  Baied.  Yes. 

Mr.  Danfoeth.  So  that  the  Bessemer  &  Lake  Erie  have  absolutely 
nothing  to  do  with  it? 

Mr.  Baied.  Absolutely  nothing.  We  never  see  it.  We  would  know 
nothing  about  it. 

Mr.  Danfoeth.  Would  you  get  your  15  per  cent? 
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Mr.  Baibd.  The  Union  Railroad  would,  but  the  Bessemer  would 
not  know  anything  about  it.  That  is  an  absolutely  different  transac- 
tion with  the  other  company. 

Mr.  Reed.  You  mean  35  cents? 

Mr.  Baied.  35  cents. 

Mr.  Danfohth.  You  would  get  nothing  out  of  it? 

Mr.  Baikd.  No,  sir. 

Mr.  Danfgkth.  The  Union  Railroad  gets  its  15  cents  a  ton? 

Mr.  Baied.  Yes. 

Mr.  Danfoeth.  The  Wabash  bills  it  from  the  Carrie  mills? 

Mr.  Baied.  Yes.    It  would  come  out  that  way. 

Mr.  Daneorth.  It  would  come  out  to  the  Wabash  &  Pittsburgh 
Terminal  Railway? 

Mr.  Baied.  Yes. 

Mr.  Daneoeth.  In  other  words,  it  would  go  south,  and  not  north 
to  your  road,  to  the  Bessemer  Railroad  ? 

Mr.  Baied.  It  would  not  touch  the  Bessemer  &  Lake  Erie. 

Mr.  Daneorth.  And  you  would  get  nothing  out  of  it  ? 

Mr.  Baied.  No. 

Mr.  Daneorth.  And  you  would  allow  the  Union  Railroad  nothing 
from  that  ? 

Mr.  Baied.  No,  sir ;  we  would  not,  because  we  would  not  haul  it. 

Mr.  Danfoeth.  But  the  Wabash  Railroad  does  allow  the  Union 
Railroad  something? 

Mr.  Baied.  Yes. 

Mr.  Dakeorth.  The  transaction  is  between  the  Union  Railroad 
and  the  Wabash? 

Mr.  Baird.  Yes;  just  the  same  as  it  would  be  between  the  Union 
and  the  Pittsburg  &  Lake  Erie,  or  the  Union  and  the  Baltimore  & 
Ohio. 

Mr.  Beall.  Who  controls  the  routing  of  these  shipments  ? 

Mr.  Baied.  That  is  dependent  to  some  extent  on  the  purchase. 
Some  people  buy  f .  o.  b.  on  the  cars  at  the  mills  or  at  destination. 

Mr.  Beall.  The  purchaser  could  control  it  ? 

Mr.  Baied.  Yes ;  when  f .  o.  b.  destination. 

Mr.  Beall.  But  as  a  matter  of  fact  he  does  not? 

Mr.  Baied.  Yes. 

Mr.  Beall.  In  instances  where  the  purchaser  does  not  control  it, 
freight  originating  at  the  mill  that  finally  goes  over  the  Wabash, 
how  would  that  be  routed?  Would  it  be  routed  over  the  Union  Rail- 
road on  your  line,  and  be  delivered  to  the  Wabash  ? 

Mr.  Baied.  No,  sir;  it  would  be  routed  by  the  Wabash  Pittsburgh 
Terminal,  the  Wheeling  &  Lake  Erie,  and  the  Wabash  Railroad. 
For  instance,  if  it  was  going  through  by  the  Gould  lines  to  St.  Louis, 
that  would  be  routed  by  the  clerical  department  handling  matters 
of  that  nature. 

Mr.  Beall.  Clerical  department  of  what;  of  the  Steel  Corporation? 

Mr.  Baird.  Yes ;  of  that  particular  mill.  They  have  a  traffic  de- 
partment that  routes  all  their  freight,  in  their  endeayor  to  make  a 
fair  distribution  of  their  tonnage  among  all  the  different  railroads. 

Mr.  Beall.  Would  it  be  to  the  advantage  of  the  Steel  Corporation 
to  route  shipments  that  are  finally  intended  for  the  Wabash  over  the 
Union  lines,  and  then  over  your  line  to  some  connecting  point,  and 
then  over 
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Mr.  Baird.  They  would  not  do  it.  They  would  give  it  directly  to 
their  own  affiliated  line  in  the  Pittsburgh  district,  and  we  would  not 
have  anything  to  do  with  that. 

Mr.  Reed.  By  "they"  you  mean  the  Wabash? 

Mr.  Baird.  If  it  was  Wabash  material,  they  would  naturally  re- 
quest, and  the  shippers  would  elect,  that  it  be  sent  over  their  own 
system's  rails,  the  same  as  they  would  give  it  to  the  Pennsylvania 
Eailroad  or  the  Baltimore  &  Ohio  direct,  or  the  Vanderbilt  lines 
direct. 

Mr.  Beall.  But  suppose  the  purchaser  did  not  elect  and  left  it 
absolutely  to  the  shipping  department  of  the  United  States  Steel 
Corporation  ? 

Mr.  Badrd.  It  would  go  to  the  Wabash  just  as  sure  as  fate. 

Mr.  Beall.  By  the  shortest  route? 

Mr.  Baird.  By  the  line  that  purchased  the  material,  naturally 
We  have  to  solicit  freight  just  as  hard  as  any  other  railroad  in  that 
district,  and  they  consider  me  a  pest  a  good  deal  of  the  time. 

Mr.  Beall.  I  believe  you  stated  that  on  freight  that  originated 
down  there  at  the  mill  that  is  delivered  to  you  by  the  Union  Railroad 
and  carried  up  and  delivered  by  your  road  to  some  other  you  got 
15  per  cent? 

Mr.  Baird.  Fifteen  per  cent.  For  instance,  if  the  car  was  going  to 
New  Orleans. 

Mr.  Beall.  You  get  15  per  cent? 

Mr.  Baird.  Yes. 

Mr.  Beall.  Out  of  that  15  per  cent  you  pay  the  Union  Railroad  15 
cents  a  ton? 

Mr.  Baird.  Correct,  sir. 

Mr.  Beall.  The  other  roads,  like  the  Pennsylvania,  would  get  15 
per  cent,  would  they  not? 

Mr.  Baird.  No,  sir;  they  would  get  considerably  more,  because 
they  would  enjoy  a  longer  haul  than  we  have.  We  are  a  short  road, 
and  we  are  on  the  minimum  basis. 

Mr.  Beall.  Yes ;  but  they  would  receive  15  cents  a  ton  ? 

Mr.  Baird.  Yes ;  they  would  probably  receive  as  high  as  30  or  35 
per  cent ;  about  30  per  cent  on  Louisville  and  about  35  or  40  per  cent 
on  St.  Louis. 

Mr.  Beall.  That  is  according  to  the  length  of  the  haul? 

Mr.  Baird.  Yes,  sir;  entirely. 

Mr.  Gardner.  Mr.  Chairman,  I  do  not  know  whether  the  rest  of 
the  committee  are  clearer  on  this  matter  than  I,  but  it  would  help 
me  very  much  if  the  chairman  would  state  what  he  has  iii  his  mind 
in  connection  with  these  questions  that  he  has  asked,  and  then  I  can 
proceed  to  get  some  comprehension  of  this  discussion. 

The  Chairman.  Well,  I  will  teU  you.  The  Union  Railroad  has 
certain  stations  on  it  that  are  listed  as  stations  on  the  Bessemer  & 
Lake  Erie.    They  are  physically  on  a  switch. 

Mr.  Gardner.  Physically  on  a  switch  of  what  ? 

The  Chairman.  They  are  physically  on  this  Union  road,  which 
is  nothing  more  or  less  than  a  complication  of  switches.  They  are 
commercially  on  the  Pittsburgh,  Bessemer  &  Lake  Erie  Railroad,  as 
shown  by  these  sheets.  These  powerful  roads,  like  the  Pennsylvania 
line  and  the  Baltimore  &  Ohio,  happen  to  intersect  these  tracks  a 
few  miles  nearer  the  Carrie  furnaces,  the  works  of  the  corporation, 
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than  this  Wabash  Pittsburgh  terminal  arrangement,  but  it  is  only  a 
difference  of  a  few  miles.  For  instance,  say,  a  difference  of  2  or  3 
miles  there  would  make  a  difference  in  the  haul  of  four  or  five  hun- 
dred dollars  of  a  train  loaded  with  ore.  This  Wabash  road  is  in 
the  hands  of  a  receiver— or  this  terminal  is— with  its  hat  in  its  hand, 
and  they  can  accordingly  make  such  terms  with  it  as  its  necessities 
require,  and  so  they  charge  from  20  to  35  cents 

Mr.  YoxjNG.  Who  is  "they"? 

The  Chairman.  The  Union  Eailroad,  or  the  owners  of  these  vari- 
ous roads. 

Mr.  Gardner.  The  owners  of  what  roads — the  Wabash  or  the 
Pennsylvania  ? 

The  Chairman.  No,  sir ;  the  Steel  Corporation  roads— the  Bessemer 
&  Lake  Erie. 

Mr.  Gardner.  The  owners  of  the  switches? 

The  Chairman.  Yes.  To  make  myself  still  clearer,  the  Union  Rail- 
road has  not  the  same  footing  as  a  common  carrier  that  the  Bessemer 
&  Lake  Erie  has,  as  I  understand  it.  When  they  get  ready  to  charge 
15  per  cent  they  run  this  rate  for  a  short  distance  or  a  long  distance, 
as  the  case  may  be,  over  the  Bessemer  &  Lake  Erie,  and  then  the 
Bessemer  &  Lake  Erie  charges  its  connecting  line  a  certain  per  cent. 
They  could  not  do  that  with  the  Pennsylvania,  because  the  Pennsyl-. 
vania  is  strong  enough  to  refuse ;  but  this  Wabash  road,  now  being  in 
the  hands  of  a  receiver,  has  one  or  two  things  to  happen  to  it — either 
at  its  terminal  they  charge  35  cents  a  ton  or,  reaching  it  in  some  other 
way,  they  charge  15  per  cent,  which,  upon  a  carload  of  freight  going 
to  New  Orleans,  for  instance,  would  be  about  96  cents  a  ton.  That  is 
what  is  in  the  chairman's  mind,  if  you  want  to  get  it. 

Mr.  Gardner.  Is  the  chairman  trying  to  show  that  there  is  discrim- 
ination against  the  Wabash  road  ? 

The  Chairman.  Yes. 

Mr.  Gardner.  And,  if  so,  if  there  is,  what  is  the  effect  of  that  dis- 
crimination that  the  chairman  is  trying  to  demonstrate ;  that  there  is 
an  advantage  over  some  independent  steel  corporation  ? 

The  Chairman.  The  method  I  am  trying  to  make  clear  to  this  com- 
mittee— and  you  will  have  much  of  it  further  on,  in  more  graphic 
form — is  one  of  the  methods  of  playing  one  road  against  another. 
For  instance,  they  start  out  with  a  weak  road  like  that,  and  they  will 
finally  work  in  on  the  stronger  road  and  make  them  give  a  still  more 
liberal  distribution. 

Mr.  Gardner.  What  do  you  mean  by  "  liberal  distribution  "  ? 

The  Chairman.  A  liberal  division  of  rates. 

Mr.  Gardner.  You  mean  give  a  greater  percentage  to  a  corporation 
which  is  composed  of  switches  ? 

The  Chairman.  Yes;  or  some  other  road  owned  by  the  United 
States  Steel  Corporation.  They  can  shift  their  tonnage,  you  see,  as 
they  like. 

Mr.  Baird.  Mr.  Chairman,  may  I  make  a  comment  on  your  con- 
clusions ? 

The  Chairman.  Yes ;  certainly. 

Mr.  Baird.  There  is  not  a  shred  of  evidence  that  would  lead  you 
to  believe  that  the  condition  exists,  and  it  does  not  exist. 

The  Chairman.  We  may  draw  different  conclusions  from  your 
evidence. 
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Mr.  Baird.  Xot  from  the  actual  facts.  Now,  take  the  percentage 
arrangement  that  the  Bessemer  &  Lake  Erie  has  to-day,  which  they 
originally  made  before  the  steel  corporation  was  ever  dreamed  of, 
and  before  the  Pittsburg,  Shenango  &  Lake  Erie  ever  had  any 
contract  with  the  Carnegie  Steel  Co.;  and  when  that  contract  was 
made  they  were  simply  extended  down  to  the  district  in  which  the 
Carnegie  Steel  Co.  is  located,  and  percentages  were  made  based  on 
their  actual  mileage,  and  they  have  never  been  changed,  can  not  be 
changed,  nor  will  any  attempt  ever  be  made  to  change  them.  And 
so  far  as  playing  one  road  against  another  is  concerned,  there  is 
nothing  to  it  whatever.  Wha,t  we  handle  to  the  Wabash,  I  venture 
to  say,  will  not  average  a  carload  a  month  since  they  made  their  con- 
nections to  the  Union  Eailroad.  They  handle  it  direct.  We  simply 
work  with  the  Erie  Eailroad  and  the  Lake  Shore  Eailroaxi  and  the 
Nickel  Plate  Eailroad,  who  do  not  reach  the  Pittsburgh  district; 
and  with  our  road  they  place  themselves  in  position  to  come  in  and 
solicit  in  the  Pittsburgh  district  on  a  parity  with  the  direct  lines, 
the  Baltimore  &  Ohio  and  the  Pennsylvania  Eailroad  Co.  and  the 
Pittsburgh  &  Lake  Erie  and  its  affiliated  lines.  That  is  the  economic 
condition  worked  out  to  give  these  outlying  roads  entrance  into  that 
district  and  place  them  on  a  parity  with  the  other  trunk  lines. 

Mr.  Gardner.  Did  I  understand  you  to  say  that  the  Wabash  was 
charged  35  cents  a  ton  by  the  Union  Eailroad  and  other  companieb 
were  charged  15  cents? 

The  Chairman.  Under  the  rate  there  do  you  refer  to  that  blue 
railroad  on  the  map  ? 

Mr.  Baird.  That  is  the  Wabash  &  Pittsburgh  Terminal. 

The  Chairman.  A  different  road  from  the  Wabash? 

Mr.  Baird.  The  Wabash-Pittsburgh  Terminal. 

Mr.  Gardner.  The  Wabash-Pittsburgh  Terminal  is  a  part  of  the 
Wabash,  is  it? 

Mr.  Baird.  Indirectly  it  is 

The  Chairman.  It  has  no  business  connection. 

Mr.  Gardner.  This  Wabash  Pittsburg  Terminal  Co.  pays  35  cents 
a  ton  to  the  Union  Eailroad  ? 

Mr.  Baird.  Yes. 

Mr.  Gardner.  For  the  haul  from  Munhall  Station  ? 

Mr.  Baird.  From  all  of  the  stations — varying  distances. 

The  Chairman.  Let  him  state  those  distances. 

jMr.  Gardner.  I  will  get  to  that.  On  the  other  hand,  it  charges  15 
cents  a  ton  to  the  Pennsylvania  and  the  Baltimore  &  Ohio  Eailroads, 
does  it? 

Mr.  Baird.  Yes. 

Mr.  Gardner.  What  is  the  distance  that  they  haul  for  the  Wabash 
Terminal  Eailroad? 

Mr.  Baird.  In  round  numbers  it  would  make  an  average  of  10 
miles,  as  opposed  to  an  average  of  two  miles. 

Mr.  Gardner.  Wait  a  minute.  Ten  miles?  What  is  the  distance 
that  they  haul  for  the  Pennsylvania? 

Mr.  Baird.  I  will  say,  opposed  to  two  for  the  Pennsylvania  and  the 
Pittsburgh  &  Lake  Erie  or  the  Baltimore  &  Ohio. 

Mr.  Gardner.  Two  niiles  for  each  of  the  others  ? 

Mr.  Baird.  Yes. 
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Mr.  Gabdneh.  You  made  a  statement  that  they  hauled  train  loads 
of  30  cars? 

Mr.  Baied.  That  is  an  estimate. 

Mr.  Young.  To  what  road  ? 

Mr.  Gardner.  To  the  Pennsylvania  and  the  Baltimore  &  Ohio. 
You  said  that  to  haul  the  30  cars  to  the  Wabash  Terminal  Railway 
they  had  to  make  about  six  trips? 

Mr.  Baied.  Yes ;  if  you  use  one  single  locomotive.  In  the  physical 
operation  they  may  double  head. 

Mr.  Gardner.  Can  they  haul  30  cars  with  a  single  engine  to  the 
Pennsylvania  ? 

Mr.  Baied.  Oh,  yes. 

Mr.  Gardner.  How  many  cars  can  you  haul  with  one  locomotive 
to  the  Wabash  Pittsburgh  Terminal? 

Mr.  Baied.  My  information  is,  about  five  or  six  is  the  maximum 
load.  That  is  a  very  aggravated  grade,  to  get  up  to  the  Wabash 
Pittsburgh  Terminal.  This  arrangement  was  made  long  before  the 
W.  P.  T.  ever  went  into  the  hands  of  a  receiver. 

Mr.  Gardneb.  Please  remember  that  while  the  initials  and  names 
of  these  companies  ma;^  be  very  familiar  to  you,  they  are  not  so  to  us. 

Mr.  Baied.  The  Union  Railroad  built  out  to  meet  the  Wabash 
interests,  and  they  entered  into  this  arrangement  whereby  they  would 
be  allowed  35  cents  a  ton;  and  the  Wabash  interests  would  never 
have  built  in  there  if  they  had  not  had  the  assurance  of  a  reasonable 
proportion  of  the  outgoing  business  from  that  district. 

Mr.  Gaedner.  What  have  you  to  say  to  the  suggestion  of  the  chair- 
man that  you  deliberately  divert  freight  from  a  short  haul  on  the 
line  of  the  Bessemer  &  Lake  Erie  Railroad  Co.  in  order  to  acquire  a 
percentage  for  having  originated  the  freight  by  that  company  ? 

Mr.  Baied.  There  is  no  foundation  for  that  whatever. 

Mr.  Gaedneb.  What  is  your  answer  to  my  question  ? 

Mr.  Baird.  It  has  absolutely  no  foundation. 

Mr.  Gaednee.  And  how  has  the  misapprehension  arisen,  in  your 
opinion  ?     Did  you  use  to  do  it  ? 

Mr.  Baied.  We  have  never  diverted  traffic  of  that  character  to 
obtain  a  longer  haul  and  oppose  the  Union  Railroad.  The  shipping 
orders  come  into  the  shipping  department,  and  they  simply  route  out 
their  freight  from  day  to  day,  and  they  make  a  fair  distribution  to 
all  of  the  railroads  serving  those  plants.  They  do  not  select  anyone. 
There  is  no  one  given  any  preference. 

Mr.  Gaednee.  Irrespective  of  the  length  of  the  railroad  haul  ? 

Mr.  Baied.  No  preference  whatever.  It  is  simply  a  distribution  of 
the  outgoing  traffic  to  give  every  railroad  a  fair  proportion  of  their 
business. 

Mr.  Gaednee.  How  is  that  proportion  determined?  How  should 
the  distributor  know  whether  the  Pittsburgh,  Bessemer  &  Lake  Erie 
was  entitled  to  one-tenth  of  the  Wabash  freight  or  to  one-half  the 
Wabash  freight? 

Mr.  Baied.  We  do  not  handle  any  Wabash  freight  to  speak  of. 
We  do  not  handle  one  car  a  day. 

Mr.  Gaednee.  Then  how  would  your  distributor  know  whether  the 
Pittsburgh,  Bessemer  &  Lake  Erie — or  the  Bessemer  &  Lake  Erie, 
whatever  you  call  the  operating  line^was  entitled  to  one-tenth  of 
the  Pennsylvania  freight  or  one-fifth  or  one-third? 
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Mr.  Baied.  We  would  not  handle  one  carload  of  the  Pennsylvania 
freight  from  that  district,  for  they  have  their  own  physical  connec- 
tion with  the  Union  Railroad. 

Mr.  Gakdnek.  I  understand  that.  I  said  the  "  distributor."  Now. 
what  railroads  would  the  distributor,  the  clerk,  of  the  United  States 
Steel  Corporation  ship  freight  over? 

Mr.  Baird.  He  would  ship  over  the  roads  which  had  through  rates 
established,  first. 

Mr.  Gardner.  Mention  .the  roads  by  name. 

Mr.  Baied.  The  Pennsylvania  Eailroad 

Mr.  Gardner.  But  when  I  used  that  road  for  illustration,  you  said 
they  did  not  ship 

Mr.  Baird.  I  am  speaking  of  the  Bessemer  &  Lake  Erie.  We  do 
not  ship  over  the  Pennsylvania. 

Mr.  Gardner.  I  was  speaking  about  the  distributor  of  the  Steel 
Corporation,  who,  you  say,  gives  to  all  these  different  railroads  their 
fair  share  of  the  freight,  in  the  first  place.  Am  I  correct  in  suppos- 
ing that  each  road  that  originates  freight  gets  a  higher  percentage  of 
the  value  of  the  haul  than  a  road  which  simply  receives  it  ? 

Mr.  Baied.  Relatively,  as  a  rule ;  yes,  sir. 

Mr.  Gardner.  When  you  say  that  the  distributing  clerk  of  thp 
United  States  Steel  Corporation  figures  it  out  to  distribute  this 
freight — that  is,  the  original  freight — fairly  amongst  all  the  lines 
which  run  into  Pittsburgh,  on  what  principle  does  that  distribution 
take  place? 

Mr.  Baird.  That  would  be  influenced  by  a  great  many  factors. 
For  instance,  car  supply  is  one  of  the  first  ones ;  available  and  satis- 
factory cars. 

Mr.  Gaednee.  Granted  that  those  facilities  are  equal  ? 

Mr.  Baird.  Then  the  location  of  the  destination  would  also  have 
an  influence  there,  for  the  expeditious  movement  of  the  freight  to  its 
destination,  and  their  relations  with  all  of  the  various  railroads. 

Mr.  Gardner.  But  supposing  that  the  destination  was  served  by 
two  of  the  railroads  entering  Pittsburgh,  and  supposing  that  there 
were  plenty  of  empty  cars  and  plenty  of  facilities  for  moving,  how 
would  that  distributing  clerk  decide? 

Mr.  Baird.  Ordinarily  he  would  divide  it. 

Mr.  Gardner.  He  would  not  look  to  his  records  and  see  how  much 
they  had 

Mr.  Baird.  No,  sir. 

Mr.  Gardner.  Then  the  distributing  clerk  disregards  in  his  own 
mind  entirely  the  influence  which  railroads  have  which  belong  to  the 
Steel  Corporation,  and  he  does  not  accord  them  any  greater  privilege 
or  any  greater  share  than  he  accords  to  railroads  that  do  not  belong  to 
the  Steel  Corporation,  unless  other  outside  circumstances,  other  than 
the  interests  of  the  Steel  Corporation,  demand  it  ? 

Mr.  Baird.  No,  sir. 

Mr.  Gardner.  He  takes  no  consideration  whatever  of  the  interests 
of  the  railroads  simply  because  they  belong  to  the  Steel  Corporation? 

Mr.  Baird.  I  would  not  consider  that  would  be  a  factor  at  all.  We 
place  ourselves  competitively  on  a  parity  with  all  of  the  other  rail- 
roads which  originate  this  freight.  We  endeavor  to  make  our  service 
just  as  good  and  our  rates  just  the  same. 
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Mr.  Gardner.  That  is  to  say,  the  distributing  clerk — the  clerk  who 
distributes  freight  for  the  Steel  Corporation— treats  the  Bessemer  & 
Lake  Erie  in  exactly  the  same  way  that  he  would  treat  it  if  the  Bes- 
semer &  Lake  Erie  were  owned  by  outside  parties  ? 

Mr.  Baird.  Yes;  exactly.  We  do  not  ask  anything  better  than  the 
Pennsylvania  Eailroad.  We  put  ourselves  on  our  own  feet  on  a 
competitive  basis  with  them,  and  if  we  can  earn  the  patronage  the 
same  as  any  other  railroad  along  their  lines,  all  right. 

Mr.  Gardner.  Mr.  Chairman,  are  we  going  to  hear  other  witnesses 
who  will  state  the  facts  under  which  your  view  of  the  situation  arises  ? 
I  was  not  here  yesterday  afternoon.  Did  we  have  such  witnesses 
then? 

The  Chairman.  We  had  the  general  freight  agent  of  the  Pennsyl- 
vania road. 

Mr.  Gardner.  It  seems  to  me  we  could  get  Mr.  Baird's  evidence  on 
this  particular  point  more  intelligently  if  we  knew  the  statement  on 
which  your  opinion  has  been  formed. 

The  Chairman.  Well,  we  will  have  the  witnesses. 

Mr.  Gardner.  It  would  be  pretty  hard  to  ask  him  intelligent  ques- 
tions until  we  know  what  the  statement  is. 

The  Chairman.  My  object  was  to  find  out  certain  things.  I  wanted 
to  put  the  general  freight  agents  of  these  three  roads  on  the  stand 
first. 

Mr.  Gardner.  But  Mr.  Baird  has  entered  a  general  denial. 

The  Chairman.  Yes.  For  a  great  many  purposes  I  did  not  intend 
to  go  into  the  thing  at  length,  but  simply  wanted  to  get  a  few  facts 
as  I  went  along ;  and  I  will  say  that  while  the  chairman  has  made  a 
statement  at  this  time  which  tended  to  elucidate  the  purpose  of  these 
questions,  this  state  of  facts  has  been  pointed  out  to  me  by  men  who 
have  spent  years  in  the  study  of  this  proposition  and  who  understand 
it  thoroughly,  and  who  have  no  interest  in  misrepresenting  it.  I  am 
not  alleging  it  is  true  or  false ;  I  am  simply  saying  I  want  to  find  out 
whether  that  condition  exists.    I  am  not  testifying  at  all. 

Mr.  Gardner.  I  understand ;  but  if  this  witness  knew  what  he  had 
to  answer  to  he  would  be  in  a  better  position  to  elucidate  this  question. 
He  enters  a  general  denial,  because  he  has  not  particulars  to  which  to 
make  reply.  It  seems  to  me  that  this  witness,  or  the  freight  agent,  if 
there  is  such  an  officer  of  the  Union  Railroad,  should  be  called  later, 
after  we  have  heard  that  of  which  they  are  accused. 

Mr.  Young.  Perhaps  the  chairman  can  clear  this  up.  He  says  that 
he  has  this  information  from  certain  gentlemen  who  know  the  situ- 
ation. If  he  would  name  those  gentlemen  and  if  he  brought  those 
gentlemen  before  us,  that  would  probably  be  the  easiest  way  to  get 
at  it. 

The  Chairman.  I  have  here  a  dozen  witnesses,  and  I  do  not  know 
the  names  of  all  of  them.  It  is  impossible  for  me  to  carry  them  all 
in  mind. 

Mr.  Young.  Yes;  but  the  chairman  said  he  had  talked  with  gen- 
tlemen who  knew  the  situation,  and  those  are  the  gentlemen  I  suggest 
calling. 

Mr.  Beall.  Are  they  present? 

The  Chairman.  No. 

Mr.  Young.  If  we  knew  who  they  were  we  might  call  them. 
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Mr.  Gardner.  I  do  not  see  how  we  can  expect  a  proper  answer  from 
Mr.  BairJi  or  from  the  officials  of  tibie  Union  Railroad  until  we  have 
specific  statements  in  regard  to  these  matters. 

Mr.  Baird.  In  that  instance  the  freight  agent  of  the  Union  Rail- 
road never  sees  the  traffic.  They  do  not  know  anything  about  it, 
because  they  simply  switch  it  to  the  other  roads.  They  have  a 
switching  slip,  and  they  do  not  Iniow  where  the  business  goes  to,  or 
who  it  is  for.  They  simply  take  the  car  and  place  it  to  the  Penn- 
sylvania Railroad  or  to  the  Baltimore  &  Ohio  Railroad  or  the  Pitts- 
burgh &  Lake  Erie  Railroad  or  to  the  Wabash  Pittsburgh  Terminal 
road  or  to  the  Bessemer  &  Lake  Erie  road,  and  the  Union  Railroad 
has  no  authority  with  it  whatever,  but  acts  simply  as  an  agent  for  the 
different  trunk  line  roads,  and  switches  it  to  them. 

Mr.  Young.  There  is  just  one  thing  I  would  like  to  ask  you.  The 
chairman  referred  several  times,  and  I  understood  you  to  confirm  it, 
to  the  fact  that  there  were  certain  railroad  stations  on  the  Bessemer 
&,  Lake  Erie  Road  which  were  physically  on  the  Union  Railroad. 

Mr.  Baird.  Yes. 

Mr.  Young.  One,  for  instance,  at  the  Carrie  furnaces  ? 

Mr.  Baird.  No,  sir ;  they  are  at  the  Edgar  Thompson  Steel  Works, 
at  Bessemer;  the  Homestead  Works,  at  Munhall,  and  at  South  Du- 
quesne,  for  the  Duquesne  Steel  Works.  Then  there  are  smaller 
steel  works  which  are  under  the  jurisdiction  of  these  different  agents. 

Mr.  Young.  Then  I  understood  you  to  say,  later,  in  reply  to 
another  question,  that  the  Wabash  Pittsburgh  Terminal  Road  also 
had  stations  on  the  Union  Railroad? 

Mr.  Baird.  They  are  simply  billing  stations. 

Mr.  Young.  Do  they  differ  in  any  way  from  yours  ? 

Mr.  Baird.  Not  at  all;  they  are  the  same  thing,  exactly.  They 
exist  because  of  the  transportation  necessity  of  having  a  man  right 
at  the  point  where  the  transaction  is  conducted. 

Mr.  Young.  Then  both  the  Bessemer  &  Lake  Erie  Railroad  and 
Ihe  Wabash  Pittsburgh  Terminal  have  billing  stations  which  are 
physically  on  the  Union  Railroad  ? 

Mr.  Baibd.  Yes. 

Mr.  Young.  Is  that  true  of  the  Pennsylvania  ? 

Mr.  Baied.  No,  sir ;  for  the  reason  that  each  one  of  their  stations, 
the  Pennsylvania,  the  Baltimore  &  Ohio,  or  the  Pittsburgh  &  Lake 
Erie  stations,  is  within  very  easy  access,  so  that  to  place  ourselves 
on  a  parity  we  place  our  billing  stations  as  easy  of  access  as  the  other 
roads'  stations,  so  that  the  shippers  can  send  their  shipping  order 
over  to  our  station  and  our  agent  will  immediately  issue  the  bill  of 
lading  and  give  it  to  them  promptly,  or  as  quickly  as  the  other  roads 
could  do.    This  is  the  reason  for  the  location. 

The  Chaieman.  If  you  are  a  common  carrier,  why  do  you  not  pub- 
lish these  stations  as  stations  on  your  road? 

Mr.  Baird.  We  do. 

Mr.  Reed.  What  do  you  mean  by  "  you  "  ?    The  Union  Railroad? 

The  Chairman.  I  mean,  why  does  not  the  Union  Railroad  publish 
these  stations  as  stations  on  that  road? 

Mr.  Baied.  Because  they  do  not  publish  through  rates.  They  are 
a  belt-line  carrier,  and  the  connecting  railroads  issue  the  bills  of 
lading  and  contracts  covering  the  transportation  and  bill  the  freight 
through. 
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The  Chairman.  Is  it  not  true  that  the  Bessemer  &  LaJie  Erie  Rail- 
road has  certain  rights  and  obligations  which  a  road  like  the  Union 
Railroad  has  not? 

Mr.  Baied.  The  Union  Railroad  is  incorporated  under  the  State 
law  of  Pennsylvania,  and  has  the  right  of  eminent  domain,  the  same 
as  the  Bessemer  &  Lake  Erie  Railroad,  but  it  elects  to  remain  as  a 
switching  road,  and  not  take  upon  itself  the  responsibility  of  the 
through  rates  and  obligations,  because  the  connecting  railroads  do 
that  for  it. 

The  Chairman.  With  the  long  connecting  roads,  where  one  rail- 
road carries  cars  for  another,  it  is  a  reciprocal  obligation,  is  it  not, 
for  which  there  is  no  specific  charge  made  ?    Is  not  that  true  ? 

Mr.  Baird.  No.  Take,  for  instance,  in  the  Pittsburgh  district. 
Where  we  originate  freight  on  the  line  of  another  railroad  by  solici- 
tation, we  pay  as  high  as  60  cents  a  ton  for  the  same  service  for  which 
the  Union  Railroad  receives  15  cents. 

The  Chairman.  But  where  you  originate  the  freight  in  that  way, 
is  there  not  a  reciprocal  obligation  ? 

Mr.  Baird.  That  is  what  I  am  talking  about. 

The  Chairman.  Is  there  not  a  reciprocal  obligation  between  the 
two  roads? 

Mr.  Baied.  That  is,  between  the  railroads  at  a  common  point. 

The  Chairman.  It  is  a  reciprocal  obligation,  and  they  make  no 
charges  ? 

Mr.  Baird.  Yes;  reciprocal  relations. 

The  Chairman.  But  a  terminal  line  always  makes  charges,  does  it 
not — I  mean  a  switching  railroad? 

Mr.  Baird.  They  all  make  charges.  For  instance,  in  the  Pitts- 
burgh district  the  exchange  between  the  Pittsburgh  &  Lake  Erie  and 
the  Baltimore  &  Ohio  or  the  Pennsylvania  and  the  Baltimore  &  Ohio, 
or  vice  versa,  is  22^  cents  a  ton  on  noncompetitive  traffic  and  40  cents 
a  ton  on  competitive  traffic  for  a  lesser  service  than  is  performed  by 
the  Union  Railroad  for  15  cents  a  ton,  and  those  same  switching 
charges  run  up  as  high  as  80  cents  as  between  those  railroads. 

The  Chairman.  I  understand  that.  Now,  I  am  not  talking  about 
the  purpose,  but  the  result  of  this  practice  of  the  Union  Railroad, 
of  having  stations  nominally  upon  other  railroads  which  are  actualliji' 
upon  it,  enables  the  Union  Railroad  to  exercise  all  the  rights,  privi- 
leges, and  immunities  of  a  switching  line,  and  all  the  rights,  privi- 
leges, and  immunities  of  a  trunk  line,  at  its  option? 

Mr.  Baird.  Absolutely  not ;  for  the  very  reason  that  these  stations 
are  purely  and  essentially  Bessemer  &  Lake  Erie  stations,  with  agents 
employed  and  paid  by  the  Bessemer  &  Lake  Erie,  and  they  are  not 
subservient  to  any  officer  of  the  Union  Railroad  and  do  not  pay  any 
attention  to  them.  They  take  their  instructions  from  the  Bessemer 
&  Lake  Erie  Railroad. 

Mr.  Gaednee.  I  would  like  to  ask  the  witness  whether  these  sta- 
tions of  the  Pittsburgh,,Bessemer  &  Lake  Erie  and  of  the  Wabash 
Pittsburgh  terminal  are  in  the  nature  of  private  stations  such  as  any 
large  concern  might  have? 

Mr.  Baied.  Why,  it  is  simply^  an  extension  of  our  agencies  from 
North  Bessemer  over  to  the  mills. 

Mr.  Gardner.  You  have  no  trackage  there? 
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Mr.  Baied.  No,  sir. 

Mr.  Gardner.  You  have  no  yard? 

Mr.  Baird.  No,  sir.  We  have  nothing  but  these  little  stations  for 
the  transaction  of  our  business. 

Mr.  Gardner.  Is  it  in  the  nature  of  an  office,  or  is  there  anything 
in  the  way  of  a  storehouse  ? 

Mr.  Baird.  It  is  purely  an  office  and  billing  station.  The  agent 
has  a  corps  of  clerks  to  issue  bills  of  lading,  with  their  files  of  tariffs 
to  properly  waybill  traffic,  just  to  perforin  the  proper  functions  of  the 
transaction  of  that  business. 

Mr.  Gardner.  It  is  just  as  if  at  some  station  on  a  southern  rail- 
road the  Baltimore  &  Ohio,  we  will  say  at  Charlottesville,  for  in- 
stance, might  have  a  small  office  for  the  transaction  of  the  business 
that  would  be  taken  up  on  the  Baltimore  &  Ohio  after  the  freight 
got  north? 

Mr.  Baird.  Well,  that  is  not  exactly  a  similar  situation.  Here  is 
what  it  means :  We  are  10  miles  away  with  our  rails  from  the  nearest 
shipping  point,  at  North  Bessemer,  our  southern  terminus. 

Mr.  Gardner.  Yes. 

Mr.  Baird.  We  could  not  expect  these  people  to  send  the  shipping 
orders  10  miles  to  North  Bessemer,  so  we  extend  our  agencies  down  to 
the  mill  operations. 

(Informal  discussion  as  to  adjournment  here  ensued.) 

The  Chairman.  Mr.  Baird,  we  will  expect  you  to  go  on  in  the 
morning  at  10.30  o'clock. 

(At  1.05  o'clock  p.  m.  the  committee  adjourned  until  to-morrow, 
Wednesday,  December  13,  1911,  at  10.80  o'clock  a.  m.) 
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Wednesday,  Deceniber  IS,  1911. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

STATEMENT  OF  MR.  F.  C.  BMRD— Resumed. 

Mr.  Reed.  Mr.  Chairman,  the  vpitness  has  the  figures  as  to  ore 
shipments  for  which  you  asked  him  yesterday. 

The  Chairman.  Thank  you. 

Mr.  Baied.  I  will  read  them  into  the  record : 

The  iron  ore  shipments  for  1910  to  the  Pittsburgh  districts  were 
9,137,873  tons;  to  the  Mahoning  and  Shenango  Valley  districts, 
3.356,897;  Wheeling  district,  1,305,184;  Ohio  districts,  excepting  Ma- 
honing and  Shenango  Valleys,  2,364,637;  total,  16,164,591. 

Total  tonnage  Bessemer  &  Lake  Erie  Railroad  from  Conneaut 
Harbor  for  that  year  was  6,439,134,  representing  16  per  cent  of  all 
iron  ore  handled— 40  per  cent  of  the  aggregate  United  States  Steel 
Corporation  tonnage  to  the  districts  mentioned  above. 

The  Ohio  districts  were  subnormal  for  the  reason  that  they  were 
not  running  as  nearly  up  to  their  capacity  as  were  the  operations  in 
western  Pennsylvania  on  account  of  commercial  conditions.  Other- 
wise the  Bessemer  &  Lake  Erie  percentage  would  have  been  lower  and 
nearer  a  normal  figure. 

The  Chairman.  Under  those  division  sheets,  232  and  242,  you  ship 
a  great  many  carloads  of  finished  steel  products,  under  the  terms  and 
conditions  prescribed  in  these  division  sheets? 

Mr.  Baird.  Let  me  see  them,  please,  Mr.  Chairman. 

The  Chairman.  Certainly, 

Mr.  Baird.  Under  one  of  them,  232,  we  do  not  ship  a  pound  of 
finished  steel. 

You  referred  yesterday  to  No.  488  ? 

The  Chairman.  No  ;  I  am  referring  to  division  sheets  232  and  242. 

Mr.  Baird.  The  figures  are  exactly  the  same.  Under  No.  242,  for 
instance,  via  the  same  route  as  No.  232,  we  would  not  handle  a  poiind 
of  finished  iron  and  steel  under  either  arrangement,  for  the  reason 
that  the  Wabash  Pittsburgh  Terminal  Railway  have  their  own  direct 
connection  with  the  Union  Railroad.  The  Bessemer  &  Lake  Erie 
is  not  a  factor  in  originating  or  handling  of  that  traffic  whatsoever. 

The  Chairman.  Why  is  it  not  a  factor  ? 
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Mr.  Baird.  I  have  just  told  you  why.  We  have  no  physical  con- 
nection with  the  Wabash  Pittsburgh  Terminal  Railway ;  the  Union 
Railroad  has.  The  Union  Railroad  originates  the  traffic  and  turns 
it  over  directly  to  the  Wabash  Pittsburgh  Terminal  in  the  event  it 
was  going  to  follow  the  route  prescribed  in  these  two  issues. 

The  Chairman.  I  see.  And  if  your  steel  products  were  shipped 
over  the  Union  Railroad's  rails  direct  by  Mifflin  Junction  to  the 
Wabash  Terminal,  and  you  charge,  say,  15  per  cent 

Mr.  Baied.  We  would  not. 

The  Chairman.  I  know  you  would  not.  I  do  not  claim  that  you 
do.  But  say  you  did  charge  15  per  cent  of  the  through  rate,  you 
would  be  in  the  hands  of  the  Interstate  Commerce  Commission  in 
about  15  seconds,  would  you  not? 

Mr.  Baied.  Certainly ;  because  they  would  not  follow  the  lines  laid 
down  in  their  printed  tariffs  filed  with  the  commission.  That  is  the 
Union  Railroad  we  are  speaking  of. 

The  Chairman.  Exactly.  It  is  against  the  law  for  this  railroad 
to  grant  you  these  rates  ? 

Mr.  Baird.  No,  sir ;  I  do  not  agree  with  that. 

The  Chairman.  I  will  ask  you  this 

Mr.  Baird.  Wait  a  minute — ■ — 

The  Chairman.  Let  me  ask  the  question,  and  wait  until  I  finish 
the  question,  then  answer;  but  do  not  answer  in  tlie  middle  of  it, 
because  I  am  naturally  shy  and  it  confuses  me. 

Mr.  Baird.  I  beg  your  pardon,  Mr.  Chairman. 

The  Chairman.  If  you  did  ship  freight  over  the  rails  of  the 
Union  Railroad  direct  to  the  Wabash  Pittsburgh  Terminal  Co.  by 
way  of  Mifflin  Junction,  where  your  physical  connection  is  made,  I 
believe,  and  demanded  or  obtained  from  this  railroad  a  division  of 
15  per  cent  of  the  through  rate,  that  railroad  in  giving  you  that  per 
cent  would  violate  the  law  and  you  would  be  in  the  hands  of  the 
Interstate  Commerce  Commission.     Is  that  not  so  ? 

Mr.  Baied.  That  is  a  pretty  broad  question,  and  that  would  be 
entirely  dependent  upon  the  conditions  carried  by  the  different  tariffs 
of  the  Wabash  Pittsburgh  Terminal  Railway  and  the  Union  Railroad. 

The  Union  Railroad  print  a  tariff  following  the  rules  of  the  In- 
terstate Commerce  Commission,  stating  that  the  charge  for  conveying 
a  carload  of  freight  from  one  of  the  finishing  mills  to  its  connection. 
Mifflin  Junction,  with  the  '\^^abash-Pittsbnrgh  Terminal  will  be  35 
cents  per  ton.  The  Wabash-Pittsburgh  Terminal,  in  turn,  in  what 
is  termed  their  absorption  tariff,  place  on  file  with  the  commission 
in  this  tariff  the  statement  that  they  will  absorb  from  the  through 
rate  this  35  cents,  which  they  pay  to  the  Union  Railroad,  and  they 
will  no  doubt  receive  a  minimum  of  15  per  cent — that  is,  the  Wabash- 
Pittsburgh  Terminal.  That  35  cents  would  be  absorbed  from  their 
proportion  of  the  through  rate. 

The  CiiATEirAx.  That  is  all  very  interesting,  but 

ilr.  Baied.  That  is  the  fact,  A\hether  interesting  or  not. 

The  Chairman.  To  get  back  to  the  point:  Is  it  or  not  a  fact  that 
if  you  (lid  ship  freight  over  the  rails  of  the  Union  Railroad  by  way 
of  Mifflin  Junction,  where  the  rails  of  the  Union  Railroad  unite  with 
those  of  the  Wabash-Pittsburgh  Terminal,  and  never  touch  the  Besse- 
mer &  Lnke  Erie  Railroad  at  all  and  collected  from  that  road  15  per 
cent  of  the  through  rate,  you  would  be  in  the  hands  of  the  Interstate 
Commerce  Commission? 
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Mr.  Gakdnee.  Do  you  mean  the  Union  Eailroad,  Mr.  Chairman? 

Mr.  Reed.  By  "  you  "  do  you  mean  the  steel  company,  the  Union 
Railroad,  or  the  Bessemer  &  Lake  Erie  Railroad,  which  employs 
this  witness? 

The  Chairman.  I  mean  the  Union  Railroad,  because  the  Union 
Railroad  and  the  Bessemer  &  Lake  Erie  and  the  Pittsburgh,  Besse- 
mer &  Ijake  Erie  are  all  fingers  upon  the  same  hand. 

Mr.  Baird.  No,  sir. 

The  Chairman.  When  I  say  "  you,"  I  mean  the  Steel  Corporation, 
because  I  do  not  take  the  time  or  trouble  to  differentiate  delicately 
the  corporate  existence  of  these  various  concerns  that  are  all  practi- 
cally owned  or  controlled  by  this  corporation.  They  are  just  as 
much  its  instruments  as  are  its  blast  furnaces.  If  I  were  speaking  about 
the  blast  furnaces  at  Braddock  or  at  Homestead,  I  would  say  "the 
corporation's  furnaces."  It  would  be  silly  to  say  "the  furnaces  of 
the  Carnegie  Co.,  which  is  a  suTisidiary  company  entirely  owned 
and  controlled  by  the  United  Steel  Corporation."  I  would  say, 
"  Your  blast  furnaces."     In  the  same  way  I  say,  "  Your  railroads." 

Mr.  Gardner.  You  said  "you"  would  be  in  the  hands  of  a  re- 
ceiver.    Did  you  mean  the  United  States  Steel  Corporation  ? 

The  Chairman.  I  did  not  say  "  in  the  hands  of  a  receiver." 

Mr.  Gardner.  I  beg  your  pardon.  That  was  the  question  to  the 
witness. 

Mr.  Young.  The  chairman  said,  "  In  the  hands  of  the  Interstate 
Commerce  Commission.' 

Mr.  Gardner.  I  meant  that  j^ou  said,  "  In  the  hands  of  the  Inter- 
state Commerce  Commission." 

The  Chairman.  Yes ;  that  is  what  I  said. 

Mr.  Gardner.  Do  you  mean  the  Union  Railroad  ?  I  wish  to  ascer- 
tain for  the  sake  of  the  record.  This  has  been  most  confusing — this 
whole  examination. 

The  Chairman.  The  statement  was  made  in  order  that  I  might 
make  clear  my  reason  for  saying  "  you."  After  this  I  will  call  these 
railroads  names  as  if  they  were  entirely  independent. 

Mr.  Gardner.  For  the  sake  of  the  record,  I  hope  you  will. 

Mr.  Baied.  If  you  will  bear  with  me  for  just  a  moment,  in  that 
connection 

The  Chairman.  In  justice  to  all,  I  will  call  the  names  of  the  rail- 
roads.    I  want  to  get  it  perfectly  straight. 

Mr.  Young.  He  is  not  the  railroad  companies.     He  is  the  witness. 

The  Chairman.  I  accept  the  suggestion  as  wise.  Go  ahead,  Mr. 
Baird. 

Mr.  Baied.  In  regard  to  the  combination  of  the  three  interests 
there,  I  wish  to  say  that  they  must,  of  necessity,  be  treated  distinctly. 

The  Chairman.'  I  will  treat  them  distinctly. 

Mr.  Baied.  For  the  reason  that  we  are  all  responsible  to  different 
authorities. 

The  Chaieman.  I-  accept  your  suggestion  and  the  suggestion  of 
the  member  of  the  committee. 

Mr.  Baird.  The  Union  and  the  Bessemer  &  Lake  Erie  are  respon- 
sible to  the  Interstate  Commerce  Commission 

The  Chairman.  The  chairman  accepts  gratefully  the  suggestion, 
both  of  the  witness  and  of  Mr.  Gardner,  and  thinks  it  will  facilitate 
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this  examination  to  mention  these  various  railroads  by  name,  and 
he  is  very  grateful  for  the  suggestion. 

If  the  Union  Railroad  should  ship  over  its  rails  to  Mifflin,  where 
the  Union  Eailroad  has  physical  connection  with  the  Wabash-Pitts- 
burgh  Terminal  (which  you  understand,  gentlemen  of  the  commit- 
tee, is  not  the  Wabash  lines,  which  start  at  Toledo,  and  are  500  miles 
away) ,  and  you  loaded  a  car  of  finished  steel  at  the  Carey  furnaces, 
we  will  say,  or  at  Homestead  or  Braddock  or  at  any  other  plant  of 
the  Steel  Corporation  located  on  the  Union  Railroad  and  shipped 
directly  to  Miffln  Junction  over  the  Union  Railroad  and  thence  over 
the  Wabash-Pittsburgh  Terminal  to  any  destination  whatever,  and 
the  Union  Railroad  receives  15  per  cent  of  the  through  haul,  then 
that  railroad  would  be  in  the  hands  of  the  Interstate  Commerce  Com- 
mission immediately,  and  your  rate  would  be  suspended  the  instant  it 
became  known  to  the  commission  that  a  merely  switching  facility  like 
the  Union  Railroad,  a  system  of  switches,  was  assuming  to  exercise 
the  rights  and  secure  the  privileges  which  are  only  granted  to  com- 
mon carriers  in  a  broader  sense.    Is  iiot  that  true  ? 

Mr.  Baied.  That  will  have  to  be  qualified,  Mr.  Chairman.  That 
would  be  the  fact  in  the  event  that  they  were  violating  the  provisions 
of  the  tariffs  which  the  two  interests,  the  Union  Railroad  and  the 
Wabash-Pittsburgh  Terminal,  would  print  and  post  to  the  public  and 
file  with  the  Interstate  Commerce  Commission. 

If  they  print  any  allowance  whatsoever,  and  follow  that  literally, 
as  prescribed  by  their  tariff,  they  are  entirely  within  the  scope  of  the 
law  until  such  time  as  the  Interstate  Commerce  Commission  or  some 
court  decides  that  the  allowance  is  excessive. 

The  Chairman.  You  are  talking  about  the  Wabash-Pittsburgh 
Terminal  ? 

Mr.  Baird.  The  Wabash-Pittsburgh  Terminal  and  the  Union, 
They  would  both  be  involved.  It  would  not  be  confined  to  the  Union 
Railroad. 

The  Chairman.  The  Wabash  would  catch  it ;  not  the  Union  Rail- 
road? 

Mr.  Baird.  The  Wabash  would  stand  the  brunt  of  defending  it. 

The  Chairman.  Yes. 

Mr.  Baird.  But,  if  they  have  published  in  their  tariff  that  they  are 
going  to  allow  this  terminal  railroad,  if  you  wish  to  call  it  such,  15 
per  cent  of  the  through  rate,  they  are  entirely  within  the  scope  of  the 
law. 

The  CHAiRjfAN.  Exactly.  The  Union  Railroad  is  entirely  within 
the  scope  of  the  law.  It  is  a  strange  law,  but  that  is  the  .truth.  If 
the  Union  Railroad,  using  any  power,  any  inducement,  to  this  bank- 
rupt road,  this  Wabash-Pittsburgh  Terminal,  should  induce  it  to 
make  such  a  rate  with  the  Union  Railroad,  the  Univ^n  Railroad,  not 
being  essentially  a  common  carrier,  would  be  secure ;  but  the  Wabash- 
Pittsburgh  Terminal  would  not.    It  not  that  true  ? 

Mr.  Baird.  You  are  simply  fighting  a  phantom  there. 

The  Chairman.  I  am  after  the  facts. 

Mr.  Baird.  I  want  to  give  you  the  facts,  and  I  want  to  get  the 
record  straight  on  the  reference  you  make  to  that  situation. 

When  the  Wabash  lines  proposed  to  extend  into  the  Pittsburgh 
district,  before  they  would  expend  millions  of  dollars  to  go  into  that 
territory,  they  had  to  obtain  some  reasonable  assurance  that  they 
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were  going  to  share  to  a  reasonable  extent  in  the  tonnage  produced  in 
that  district.  The  natural  procedure  was  to  approach  the  largest 
manufacturers  of  the  district,  which  they  did. 

It  subsequently  developed  that  the  Carnegie  interests  were  willing 
to  promise  to  them  a  certain  proportion  of  their  business  provided 
they  built  over  to  meet  the  extension  of  the  Union  Eailroad.  They 
were  willing  to  go  halfway ;  and  to  give  the  Union  Railroad  a  reason- 
able terminal  allowance  for  the  originating  of  this  freight. 

I  will  state  it  in  this  way:  Taking  a  "Wabash  empty  car  from 
Mifflin  Junction  to  the  mill,  and  returning  it  to  the  "Wabash  loaded. 
That  was  made  a  long  time  before  the  "Wabash-Pittsburgh  Terminal 
went  into  the  hands  of  receivers,  and  they  have  never  been  ap- 
proached since  that  tinie  to  increase  that  allowance,  nor  will  they  ever 
do  it.  The  Union  Railroad  has  no  inclination  whatever  to  increase 
their  allowance  from  that  road,  and  under  no  circumstances  are  they 
taking  advantage  of  their  .distressed  situation. 

The  Chairman.  I  beg  pardon  a  thousand  times,  but  you  do  not 
answer  my  questions.    These  digi'essions 

Mr.  Baikd.  That  is  not  a  digression. 

The  Chairman  (continuing).  Discursive  statements  about  every- 
thiiig  except  what  I  ask  are  interesting,  t)ut  our  time  is  too  precious 
to  indulge  in  them,  and  I  hope  you  will  confine  yourself  to  a  response 
to  my  question 

Mr.  Baied.  I  want  to  state  the  facts. 

The  Chairman  (continuing).  And  not  give  an  essay  on  the  sub- 
ject of  railroads. 

Here  is  what  I  am  asking  you:  Do  you  not  know  that  it  is  true 
that  a  mere  switching  facility  is  allowed  under  the  interstate  com- 
merce law,  under  the  rulings  of  the  Interstate  Commerce  Commis- 
sion, mere  reimbursement  for  the  work  that  it  does  for  the  various 
roads,  transporting  freight  from  the  mill  to  which  this  switch  is  at- 
tached, or  with  which  it  connects ;  and  that  a  road  which  carries  only 
for  the  concern  that  built  it,  and  is  located  on  the  property  of  that 
concern,  is  not  entitled  to  exact  a  division  of  rates  as  is  an  interstate 
carrier,  carrying  traffic  for  hire  for  whomsoever  may  seek  transpor- 
tation upon  if?  Do  you  not  know  that  that  condition  exists,  in  fact 
and  in  law  ? 

Mr.  Baird.  With  the  Union  Railroad? 

The  Chairman.  "With  any  railroad. 

Mr.  Baird.  We  are  talking  about  the  Union  Railroad  now. 

The  Chairman.  I  am  talking  about  that  condition.  Is  not  that 
a  fact? 

Mr.  Baied.  You  are  asking  me  a  direct  question.  Do  you  refer  to 
the  Union  Railroad  ? 

The  Chairman.  I  refer  to  any  switch  that  is  incorporated. 

Mr.  Baied.  It  is  not  a  switch  that  is  incorporated.  It  is  a  full- 
fledged  railroad,  incorporated  under  the  general  railroad  law  of 
Pennsylvania,  having  the  rights  of  eminent  domain,  having  7,500 
freight  cars,  150  standard-gauge  locomotives,  and  in  1910  carried  be- 
tween 200,000  and  300,000  passengers.  I  could  give  you  a  whole  lot 
more  details  of  that  kind. 

Mr.  Gardner.  How  many  miles  of  track  has  that  road  ? 

Mr.  Baird.  In  the  aggregate? 

Mr.  Gardner.  What  is  the  distance  to  Mifflin  Junction? 
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Mr.  Babrd.  Sixteen  miles  is  the  longest  straightaway  haul. 

The  Chairman.  I  know  that  the  Union  Railroad  does  perhaps  as 
dense  a  traffic  as  any  railroad  in  the  world.  I  am  perfectly  well 
aware  of  that  fact,  but  whose  traffic  does  it  haul  ? 

Mr.  Baird.  It  handles  traffic  for  a  great  many  diversified  interests. 
It  is  not  confined  to  any  one  interest. 

The  Chairman.  How  much  traffic  does  it  haul  for  anybody  except 
the  Steel  Corporation  or  its  subsidiaries ;  what  per  cent  of  traffic  does 
it  haul  for  the  outside  general  public  ? 

Mr.  Baird.  I  would  say  that  we  handle  nearly  a  million  coal  per 
year. 

Mr.  Reed.  Whom  do  you  mean  by  "  we  "  ? 

Mr.  Baird.  The  Union  Railroad.  He  is  asldng  me  about  the 
Union  Railroad.  And  the  overhead  business  between  the  Bessemer 
&  Lake  Erie,  the  Baltimore  &  Ohio,  and  the  Pittsburgh  &  Lake  Erie, 
and  the  Wabash  Terminal  will  aggregaj:e  between  thirty-five  and 
forty  thousand  carloads  of  freight  a  year. 

The  Chairman.  I  am  glad  to  get  that,  but  whose  cars  are  they  ? 

Mr.  Baird.  All  of  our  connecting  railroads,  all  over  the  United 
States. 

The  CHAiHjrAN.  Whom  do  you  mean  by  "  our  "  ? 

Mr.  Baird.  In  what  sense? 

The  Chairman.  You  said  "  our." 

I  will  ask  the  reporter  to  read  your  answer. 

(The  reporter  read  as  follows:) 

A.  All  our  connecting  railroads,  all  over  the  United  States. 

Mr.  Baird.  I  am  speaking  of  the  Bessemer  &  Lake  Erie  connec- 
tions, and  the  roads  reached  by  the  direct  connections  of  the  Bessemer 
&  Lake  Erie  Railroad ;  that  is,  freight  comes  in  from  all  parts  of  the 
country. 

The  Chair^ian.  For  instance,  you  have  a  carload  of  freight  origi- 
nating at  Erie,  destined  for  Toledo,  and  it  goes  over  your  lines. 
What  route  will  it  take? 

Mr.  Baird.  Ordinarily  it  would  take  the  Shenango  route,  Erie 
Railroad,  and  any  one  of  the  various  Toledo  roads  which  they  inter- 
sect that  the  shipper  might  elect. 

The  Ciiair:wax.  Just  explain  that  to  me.  Suppose  yrm  bad  a  car- 
load of  freight  that  came  to  you — the  shipper  not  electing,  the  road 
electing— at  Erie,  and  destined  for  Toledo.    How  would  you  route  it? 

Mr.  JBaird.  The  bill  clerk,  working  for  the  best  interest  of  his 
employer,  would  take  the  long  haul  on  it,  as  a  rule,  through  Mifflin 
Junction  over  the  Wabash  Pittsburgh  Terminal  and  up  over  the 
Wheeling  &  Lake  Erie. 

The  Chairman.  Exactly.  It  would  go  from  Erie  to  Pittsburgh, 
would  it  not? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  I  would  go  over  the  Bessemer  &  Lake  Erie, 
over  the  Pittsburgh,  Bessemer  &  Lake  Erie,  over  the  Union  Rail- 
road to  Mifflin  Junction,  and  from  that  over  the  Wabash  Pittsburgh 
Terminal,  and  from  there  over  to  Mingo,  and  from  there  up  to 
Toledo? 

Mr.  Baird.  Including  the  Wheeling  &  Lake  Erie  Railroad. 
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The  Chairman.  What  would  be  the  length  of  that  haul?  •!  will 
trace  that  on  this  map,  so  that  it  may  be  seen  by  the  members  of  the 
committee  and  everybody  else. 

Mr.  Baied.  I  presume  that  would  be  in  the  vicinity  of 

The  Chairman.  First,  where  is  Erie? 
_   Mr.  Baied.  Here  is  Erie,  Pa.  [indicating  on  map] ;  I  will  mark 
it  with  a  black  pencil. 

The  Chairman.  Just  trace  your  line  there. 

Mr.  Baird.  It  would  run  this  way  [indicating  on  map]. 

The  Chairman.  Where  is  Pittsburgh? 

Mr.  Baied.  This  is  Pittsburgh  [indicating].  I  have  not  followed 
the  exact  contour  of  the  line,  of  course. 

The  Chairman.  There  are  roads  that  run  right  along  the  lake 
shore  there,  are  there  not  [indicating]  ? 

Mr.  Baied.  Yes ;  the  Lake  Shore  and  the  Nickel  Plate. 

The  ordinary  route  would  be  via  Shenango  and  the  Lake  Erie 
Eailroad  across  here  [indicating],  and  any  one  of  the  various  inter- 
secting roads  here  niight  be  the  delivering  carriers.  That  would 
be  used,  I  presume,  ninety-nine  times  out  of  a  hundred  for  any  cars 
going  that  route.  Ordinarily  these  cars  are  solicited  by  the  deliver- 
ing roads,  and  they  solicit  by  that  route. 

The  Chairman.  If  you  were  soliciting  that  route,  you  would  run 
it  down  over  to  the  Union  Railroad,  and  then  you  would  run  it  over 
the  Union  Railroad  10  or  15  miles  to  the  Wabash  Junction,  and  then 
up  here  to  Toledo  [indicating  on  map]  ? 

Mr.  Baird.  Yes. 

The  Chairman.  What  would  the  Union  Railroad  get  out  of  that? 

Mr.  Baird.  We  effected  a  traffic  arrangement  with  the  Wheeling 
&  Lake  Erie,  between  the  Bessemer  &  Lake  Erie  and  the  Wheeling 
&  Lake  Erie.  We  first  determined  what  the  delivering  road  will 
require  according  to  its  mileage  and  what  the  originating  road  will 
require.  Then  the  intervening  roads  receive  a  pro  rata  based  on  their 
actual  mileage.  We  figure  our  mileage  to  Mifilin  Junction,  and  we 
pay  to  the  Union  Railroad  15  cents  a  ton,  the  same  as  we  do  on  all 
other  overhead  business,  for  transporting  this  carload  freight  from 
North  Bessemer  to  Mifflin  Junction. 

The  Chairman.  Take  a  ton  of  ore  or  coal  starting  from  Erie  and 
going  to  Toledo ;  what  would  be  the  rate  on  that,  or  the  cost  of  trans- 
portation ? 

Mr.  Baied.  There  is  no  such  movement,  and  there  are  no  rates  in 
existence. 

The  Chairman.  Give  me  something  that  you  do  move  as  an 
example. 

Mr.  Baird.  There  would  be  a  carload  of  engines  and  boilers,  for 
instance,  and  the  rate  would  be  approximately  14  cents  a  hundred 
pounds. 

The  Chairman.  That  is  how  much  a  ton  ? 

Mr.  Baird.  That  would  be  $2.80  a  ton. 

The  Chairman.  You  get  how  much  a  ton  for  your  transportation 
of  that? 

Mr.  Baird.  I  do  not  remember  exactly,  but  I  would  say 

The  Chairman.  Fifteen  per  cent  ? 

Mr.  Baird.  Oh,  no ;  we  would  get  more  than  that. 
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Mr.  €rAEDNER.  Who  is  "  we  "  ? 

The  Chairman.  I  mean  the  Union  Railroad. 

Mr.  Baird.  The  Union  Eailroad  would  get  15  cents  out  of  our 
proportion.  We  put  our  mileage  against  the  mileage  of  the  Wheel- 
ing &  Lake  Erie;  and  our  disability  lies  in  being  unable  to  reach 
the  Wabash  system  lines. 

The  Chairman.  I  see. 

Mr.  Baird.  So,  out  of  our  proportion  we  pay  to  the  Union  Kail- 
road  our 

The  Chairjman.  Instead  of  saying  "  our  "  call  the  name  of  the  road. 

Mr.  Baird.  The  Bessemer  &  Lake  Erie  receives  30  per  cent  of  $2.80, 
for  instance ;  that  is  84  cents.  From  that  amount  we  would  pay  to 
the  Union  Railroad  15  cents  per  ton  for  transporting  this  car  for 
our  account  from  North  Bessemer  to  the  Wabash-Pittsburgh  Termi- 
nal at  Mifflin  Junction. 

The  Chairman.  What  is  the  distance  that  it  travels  over  the  Union 
Eailroad? 

Mr.  Baird.  Sixteen  miles. 

The  Chairman.  What  is  the  total  distance  on  that  Avhole  route 
for  that  ton  of  freight  from  Erie  to  Toledo  ? 

Mr.  Baird.  It  would  be  approximately  400  miles.  I  could  not  give 
it  to  you  exactly. 

The  Chairman.  Suppose  you  had  a  ton  of  salt  or  some  such  heavy 
freight  as  that  to  transport,  instead  of  engines,  or  jewelry,  or  some- 
thing of  that  sort  ? 

Mr.  Baird.  There  is  none. 

The  Chairman.  Do  you  not  have  any  heavy  freight  ? 

Mr.  Baird.  Not  salt  or  any  raw  commodities  of  that  kind  on  that 
haul.    It  is  usually  manufactured  articles,  taking  the  fifth-class  rate. 

The  Chairman.  Have  you  nothing  taking  the  first-class  rate? 

Mr.  Baird.  Oh,  yes ;  but  we  handle  but  very  little  of  such  freight. 

The  Chairman.  Give  me  something  that  does  take  the  first-class 
rate. 

Mr.  Baird.  That  is  all  less-than-carload  stuff,  that  goes  by 

The  Chairman.  Second-class  freight,  then  ? 

Mr.  Baird.  We  do  not  handle  that.  The  business  handled  from 
Erie,  Pa.,  to  Toledo  would  be  practically  fifth  and  sixth  class  business 
in  carloads.  The  only  less-than-carload  merchandise  we  would  handle 
would  be  just  simply  serving  the  merchants  along  the  line  of  our  road. 

The  Chairman.  Outside  of  such  freight  as  that,  that  you  run 
around  that  Robin  Hood's  barn  arrangement  there,  over  the  Union 
Eailroad,  what  other  stuff  does  the  Union  Railroad  carry,  except  that 
which  originates  in  the  plants  of  the  United  States  Steel  Corpora- 
tion; what  other  heavy  freight? 

Mr.  Baird.  In  the  month  of  November  this  year  it  handled,  for 
our  account 

Mr.  Reed.  For  the  Bessemer's  account? 

Mr.  Baird.  For  the  Bessemer  &  Lake  Erie  and  its  connections  to 
the  Wabash  Terminal,  9  carloads  of  brick,  1  carload  of  boxes,  2  car- 
loads of  canned  goods 

The  Chairman.  In  what  length  of  time  ? 

Mr.  Baird.  This  is  the  month  of  November;  just  a  summary  of 
the  business :  Ten  carloads  of  loam,  which  is  sand  for  molding  pur- 
poses; 92  carloads  of  merchandise,  principally  originating  at  New 
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York ;  832  carloads  of  ore ;  2  carloads  of  oil ;  1  carload  of  paper ;  1 
of  cigars;  11  of  pit  posts;  1  of  rails;  32  of  sugar;  5  of  slate;  2  of 
soap ;  and  1  of  wood. 

Mr.  Steeling.  That  is  freight  other  than  that  of  the  Steel  Corpo- 
ration ? 

Mr.  Baird.  Except  iron  ore  there  is  no  Steel  Corporation  business 
enters  into  this  interchange  between  the  Bessemer  and  the  Wabash- 
Pittsburgh  Terminal.     This  shows  the  diversified  tonnage. 

The  Chairman.  Can  you  tell  me  how  many  carloads  of  freight 
originated  during  that  same  period  with  the  Steel  Corporation  and 
with  the  Union  Eailroad,  during  the  time  you  have  mentioned,  and 
shipped  over  the  Wabash-Pittsburgh  Terminal? 

Mr.  Baird.  I  could  not  give  you  that  detail,  Mr.  Chairman. 

The  Chairman.  You  stated,  I  believe,  the  other  day  that  there 
were  20,000  or  30,000  carloads  a  year. 

Mr.  Baird.  Oh,  no.  I  am  referring  to  business '  interchanged  for 
account  of  the  Bessemer  &  Lake  Erie  and  the  Wabash-Pittsburgh 
Terminal  by  the  Union  Eailroad,  embracing  but  very  little  of  the 
corporation  tonnage,  which  would  be  iron  ore. 

The  Chairman.  Can  you  tell  me  this :  How  many  thousand  tons, 
or  how  many  cars  of  freight  originate  a  day  on  the  Union  Eailroad 
from  plants  of  the  Steel  Corporation? 

Mr.  Baikd.  I  could  not  give  you  that  offhand. 

The  Chairman.  Approximately? 

Mr.  Baird.  I  presume  we  could  obtain  that  information  for  you> 
if  counsel  agrees. 

The  Chairman.  You  know  approximately,  do  you  not? 

Mr.  Baird.  It  would  be  in  the  vicinity  of  300  or  400  carloads  a 
day,  I  should  judge. 

The  Chairman.  From  plants  of  the  Steel  Corporation  on  the 
Union  Eailroad? 

Mr.  Baird.  Yes. 

Mr.  Eeed.  That  is  for  the  Wabash  alone,  or  for  all  its  connections  ? 

Mr.  Baird.  That  is  all  the  business  which  they  originate,  regard- 
less of  how  it  moves. 

The  Chairman.  Do  they  not  have  over  300  or  400  carloads  a  day  ? 

Mr.  Baird.  Of  outbound  tonnage?  I  am  speaking  of  outbound 
shipments. 

The  Chairman.  That  is  right;  the  tonnage  that  the  Steel  Corpora- 
tion originates  on  the  Union  Eailroad,  to  go  anywhere  you  please  ? 

Mr.  Baird.  Yes. 

The  Chairman.  Will  you  furnish  me  that  information? 

Mr.  Baird.  Yes. 

Mr.  Sterling.  Going  back  a  little,  Mr.  Chairman,  did  ,one  of  your 
questions  imply  that  you  thought  the  Bessemer  Eailroad  carried 
no  freight  except  the  freight  of  the  Steel  Corporation? 

The  Chairman.  Oh,  no.  My  question  implied  that  the  Union 
Eailroad,  which  is  located  entirely  on  the  property  of  the  Steel  Cor- 
poration, which  is  essentially  a  switching  facility,  and  which  con- 
nects with  the  Wabash-Pittsburgh  Terminal 

Mr.  Eeed.  Let  me  suggest,  Mr.  Chairman,  that  there  is  no  evi- 
dence that  all  the  Union  Eailroad  is  located  on  the  property  of  the 
Steel  Corporation. 

The  Chairman.  It  is  so  testified. 
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Mr.  Reed.  The  evidence,  as  I  recollect  it,  is  exactly  the  contrary. 

Mr.  Baird.  It  is  on  its  own  right  of  way,  according  to  the  testi- 
mony. 

The  Chairman.  Does  it  own  the  right  of  way? 

Mr.  Baied.  Absolutely. 

The  CHArEJiAN.  That  is  all  right,  then. 

And  the  Steel  Corporation  owns  the  Union  Eailroad  ? 

Mr.  Baied.  Yes;  it  owns  the  Union  Eailroad. 

The  Chairman.  The  Union  Eailroad  does  not  have  a  franchise 
over  its  right  of  way.  It  owns  the  land  and  can  put  it  in  potatoes 
if  it  wants  to. 

Mr.  Baied.  It  is  chartered  under  the  State  laws  of  Pennsylvania. 

The  Chairman.  It  has  the  same  right  that  I  have  to  ray  house? 

Mr.  Baied.  Absolutely. 

The  Chaie3ian.  It  owns  its  own  right  of  way.  It  owns  the  land 
upon  which  its  tracks  are  laid;  and  the  steel  corporation  owns  the 
Union  Eailroad? 

Mr.  Baied.  Yes,  sir. 

The  Chaieman.  I  thought  I  understood  that. 

Mr.  Gardner.  I  would  like  to  have  my  mind  cleared  up  on  one 
point.  The  Chair,  repeatedly,  in  his  questions,  speaks  of  the  Union 
Eailroad  as  '"  this  mere  switching  facility." 

The  Chaiejian.  Yes. 

Mr.  Gaednee.  The  testimony  is  that  there  is  16  miles  of  direct 
haul;  that  they  interchange  freight  coming  over  the  Bessemer  & 
Lake  Erie  with  the  Wabash-Pittsburgh  Terminal ;  and,  so  far  as  I 
know,  may  interchange  other-  freight ;  but  that  seems  to  me  to  take 
it  out  of  the  class  of  a  mere  switching  facility. 

The  Chairman.  I  will  reach  that  right  now. 

How  much  freight  originates  on  the  Union  Eailroad  outbound 
not  supplied,  not  tendered  by  the  steel  corporation  or  some  of  its 
subsidiaries?     That  will  settle  it. 

Mr.  Gaednee.  If  you  ask  me,  I  would  say  that  it  does  not  settle' 
it  for  me,  because  the  Duluth,  Missabe  &  Northern  originates  the 
steel  corporation  freight,  and  yet  this  whole  examination  has  been 
conducted  on  the  assumption  that  it  is  a  common  carrier.     Still,  I 
should  be  glad  to  hear  the  witness's  answer. 

The  Chaieman.  I  do  not  mean  to  argue  the  question,  but  that  was 
what  I  thought  was  the  key  to  the  situation.  I  do  not  know  what 
his  answer  will  be. 

Mr.  YotrNG.  Is  the  contention  of  the  chairman  that  this  Union 
Eailroad  is  not  a  common  carrier? 

The  Chaie^nian.  It  is  not  a  common  carrier  in  the  sense  that  it  is 
entitled  to  a  division  of  rates  with  other  railroads.  Oh,  yes;  it  is  a 
common  carrier.  In  a  short  time  we  shall  have  a  case  here  where 
that  question  has  been  raised  and  acted  on  by  the  Interstate  Com- 
merce Commission,  for  the  time  being  at  least,  where  there  is  a 
difference  between  a  chartered  railroad,  incorporated  under  all  the 
legal  forms  with  which  a  railroad  can  on  paper  give  itself  existence 
as  a  common  carrier,  and  other  kinds  of  common  carriers.  The 
functions  of  the  road  determine  its  privileges  to  a  degree ;  the  char- 
acter of  work  it  does  determines  its  privileges  and  determines  its 
rights.  If  it  is  a  switching  facility,  it  will  not  be  granted  the  rights, 
nor  will  it  be  allowed  to  make  the  contracts,  that  a  road  that  is 
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strictly  a  common  carrier  would  be  allowed  to  make.  That  is  what  I 
am  driving  at. 

Mr.  YoTTNG.  I  understood  from  what  the  chairman  said  a  little 
while  ago  that  his  position  was  that  the  Union  Railroad  was  not 
entitled  to  compensation  for  what  it  did,  but  was  only  entitled  to  be 
reimbursed  for  its  actual  expenses.  Did  I  understand  the  chairman 
correctly  ? 

The  Chairman.  I  think  you  misapprehended  me.  I  said  that  the 
law  contemplated  that  a  switching  facility  furnished  by  a  carrier 
should  be  entitled  to  an  arbitrary,  that  is,  a  fixed  charge  of  so  much 
per  ton  for  the  work.     That  is  what  I  say. 

Mr.  Young.  That  would  be  reasonable  compensation  ? 

The  Chairman.  To  compensate  the  owner  of  that  switching  facil- 
ity for  his  actual  expenses;  but  that  it  did  not  have  the  right,  nor 
did  the  law  contemplate  that  it  should  exercise  the  rights  and  privi- 
leges of  a  common  carrier,  exercising  different  functions,  and  for 
that  reason  entitled  to  a  wider  range  of  privilege  in  the  matter  of 
making  contracts. 

Mr.  Young.  But  you  do  not  deny  that  it  is  entitled  to  a  reasonable 
compensation  ? 

The  Chairman.  Oh,  no. 

Mr.  Young.  You  do  not  deny  that  it  is  entitled  to  a  reasonable 
compensation  for  the  service  it  performs? 

The  Chairman.  Oh !     It  is  absolutely  entitled  to  that. 

Mr.  Young.  And  that  that  is  not  limited  to  a  simple  reimburse- 
ment of  its  expenses,  but  it  should  be  a  reasonable  compensation? 

The  Chairman.  I  make  no  point  about  that. 

Mr.  Reed.  May  I  interject  something  in  this  connection?  The 
chairman  has  stated  that  you  will  take  up  a  case  where  this  matter 
has  been  questioned,, and  the  right  of  one  of  these  terminal  railroads 
has  been  questioned  by  the  commission.  I  would  like  to  suggest  right 
here  that  the  right  of  the  Union  Railroad  has  likewise  been  ques- 
tioned before  the  commission  and  by  the  trunk  lines,  and  those  trunk 
lines  have  expressly  taken  it  out  of  the  class  that  are  not  common 
carriers. 

The  Chairman.  You  must  put  a  witness  on  the  stand  if  you  want 
to  prove  those  things. 

Mr.  Reed.  This  witness  knows  it ;  if  you  will  ask  him  the  question. 

Mr.  Baird.  I  want  to  read  from  the  proceedings  before  the  Inter- 
state Commerce  Commission,  June  8,  1911,  a  statement  by  George 
Stuart  Patterson,  counsel  representing  railroads  before  the  com- 
mission. 

The  Chairman.  Representing  which  railroad? 

Mr.  Baird.  All  the  various  railroads. 

Mr.  Reed.  Trunk  lines  or  switching  railroads? 

Mr.  Baird.  Trunk  line  railroads. 

This  refers  directly  to  the  Union  Railroad,  in  consideration  of  the 
terminal  allowances  made  by  these  various  roads. 

Mr.  Sterling.  Are  you  going  to  read  a  statement  of  the  commis- 
sion or  of  an  attorney  before  the  commission  ? 

Mr.  Baird.  I  am  about  to  read  a  statement  by  George  Stuart  Pat- 
terson, attorney  for  the  Pennsylvania  Railroad,  who  represented  all 
the  other  railroads  in  this  statement  to  the  commission. 
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Let  us  take  a  situation  lilie  this :  Somebody  may  say,  "  Why  do  you  consider 
the  Union  Railroad  a  railroad  that  comes  within  this  clause? "  The  reason 
we  consider  the  Union  Railroad  as  a  railroad  coming  within  this  definition  Is 
that,  in  the  first  place,  it  is  incorporated  under  the  general  railroad  law  of  the 
State  of  Pennsylvania.  In  the  second  place,  its  ability  to  condemn  land  as  a 
railroad  corporation  under  the  laws  of  the  State  of  Pennsylvania  has  been  at- 
tacked in  the  courts  of  Pennsylvania,  and  its  right  so  to  do  has  been  sustained 
by  the  Supreme  Court  of  Pennsylvania.  In  the  third  place,  it  transacts  a  passenger 
business.  During  1910  there  were  some  201,000  passengers  hauled.  In  the 
fourth  place,  It  possesses  something  like  7,500  freight  cars,  a  great  bulk  of 
which  go  into  the  service  of  the  trunk  lines.  It  possesses  150  locomotives,  144 
■of  which.  If  I  remember  correctly,  are  standard  locomotives  and  6  of  which 
nre  switching  locomotives.  It  hauls  traffic,  performs  what  is  practically  a 
load  haul  of  varying  length  for  the  Wabal^h  system,  the  Baltimore  &  Ohio,  and 
for  the  Pennsylvania.  Take,  for  Instance,  traffic  going  to  and  from  the  Carey 
turnaces  via  the  lines  of  the  Pennsylvania  Railroad,  the  Carey  furnace  being 
owned  by  the  Carnegie  Steel  Co.  and  being  on  the  north  side  of  the  Monon- 
sahela  River,  and  the  Pennsylvania  tracks  being  on  the  south  side,  160  feet  In 
the  air  above  the  furnace.  The  Union  Railroad  Co.,  under  those  circumstances, 
built  a  bridge  across  the  river,  and  takes  the  traffic  from  this  elevation  down 
jicross  the  river,  hauls  it  a  distance  of  3  miles,  and  delivers  the  same  to  the 
Carey  furnace. 

Mr.  Eeed.  The  committee  will  understand  that  this  report  was 
made  by  the  trunk  line  counsel  in  a  proceeding  in  which  the  trunk 
lines  themselves  were  trying  to  escape  from  the  payment  of  terminal 
allowances.  They  recognized  the  Union  Railroad  as  one  of  the  few 
exceptions  that  were  real  railroads  entitled  to  these  allowances. 

Mr.  Si'EELTNG.  Do  you  know  what  percentage  of  tonnage  carried 
by  the  Union  Railroad  is  corporation  freight  and  what  percentage 
is  freight  for  other  shippers? 

Mr.  Baied.  As  a  pure  estimate  I  would  say  60  per  cent  of  aggre- 
gate tonnage  handled. 

Mr.  Sterling.  Sixty  per  cent  is  corporation  freight? 

Mr.  Baird.  Yes.  » 

Mr.  Gardner.  Mr.  Chairman,  is  this  what  you  are  trying  to  show : 
That  the  Steel  Corporation  has  turned  a  lot  of  private  switches  into 
a  so-called  railroad  for  the  purpose  of  getting  the  terminal  allowances 
and  allowances  for  originating  freight  ?  Is  that  what  you  are  trying 
to  show? 

The  Chairman.  I  will  show  to  the  committee  just  exactly  what  I 
mean. 

Mr.  Gardner.  If  you  will  state  to  the  committee  what  you  are 
trying  to  show^  I  think  it  will  clear  matters  up. 

The  Chairman.  It  is  perfectly  clear  in  my  mind.  There  are  two 
classes  of  freight  I  want  to  call  to  the  attention  of  the  committee. 
This  Bessemer  &  Lake  Erie  Railroad  can  carry  freight  around  this 
way  [indicating  on  map]  and  make  a  physical  connection  with  its 
road  by  using  the  rails  which  are  on  its  own  property  and  whidi 
are  normally  used  to  deliver  freight  from  its  mill  to  the  public 
generally.  This  road,  in  that  event,  is  a  mere  means  of  making  this 
physical  connection. 

There  is  a  difference  between  that  sort  of  freight  that  is  used  for 
that  sort  of  purpose  and  the  freight  that  originates  on  that  line,  that 
will  be  perfectly  manifest  further  on.  Do  you  know,  Mr.  Baird, 
how  much  freight  originates  on  the  lines  of  the  Union  Railroad  which 
is  not  tendered  by  the  United  States  Steel  Corporation? 

Mr.  Baird.  I  presume  we  would  have,  in  round  figures,  500,000 
tons  of  coal  per  annum. 
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^Jr.  Keed.  You  mean  the  Union  Eailroad? 

Mr.  Baird.  The  Union  Eailroad  would  originate  that  much  coal 
with  which  the  corporation  has  absolutely  no  connection  whatever. 

The  Chairman.  What  other  freight  does  it  originate  ? 

Mr.  Baibd.  That  is  practically  all  of  the  traffic,  outside  of  the  cor- 
poration business,  originated  by  that  road. 

The  Chairman.  How  many  million  tons  of  freight  originate  with 
the  Steel  Corporation  in  a  year  on  that  line  ? 

]SIr.  Baied.  I  could  not  give  you  that  offhand. 

The  Chairman.  About  how  many? 

Mr.  Baibd.  I  would  even  be  afraid  to  make  a  conjecture. 

The  Cha-irman.  Ten  million  tons? 

Mr.  Baird.  Not  10,000,000  tons. 

Mr.  Reed.  Those  figures  can  be  furnished,  Mr.  Chairman. 

Mr.  Baird.  I  would  rather  furnish  the  exact  figures. 

The  Chairman.  Is  it  approximately  10,000,000  tons? 

Mr.  Baird.  I  could  not  give  you  even  an  approximation. 

The  Chairman.  Is  it  8,000,000  tons? 

Mr.  Baird.  I  would  prefer  to  have  the  exact  figures. 

The  Chairman.  You  have  some  idea,  have  you  not?  It  is  in  the 
millions ;  it  is  many  million  tons,  is  it  not  ? 

Mr.  Baied.  It  is  so  many  million  tons,  but  I  would  not  be  able 
to  say  how  many.    I  would  prefer  to  give  you  the  exact  figures. 

The  Chairman.  Will  you  give  me  the  names  of  the  stations  using 
those  sheets  of  the  Bessemer  &  Lake  Erie  Railroad  which  are 
physically  on  the  Union  Railroad  ? 

Mr.  Baird.  There  are  no  Bessemer  &  Lake  Erie  Railroad  stations 
using  those  sheets. 

The  Chairman.  I  mean  Pittsburgh,  Bessemer  &  Lake  Erie. 

Mr.  Baird.  No;  it  is  the  Bessemer  &  Lake  Erie  in  every  one  of 
these  sheets  that  are  covered  by  the  arrangement  conveyed  thereby. 
We,  however,  publish  our  full  station  list  on  every  sheet  of  this  char- 
acter, as  a  matter  'of  necessity,  and  we  show  thereon  the  stations  from 
which  the  arrangement  does  apply  and  the  stations  from  which  it  does 
not  apply.  Among  the  latter  are  Bessemer,  Pa. ;  Best  Side,  Pa. ; 
Cochran,  Pa. ;  Duquesne,  Pa. ;  East  Pittsburgh,  Pa. ;  Gascoal,  Pa. ; 
Homestead,  Pa. ;  Mifflin  Junction,  Pa. ;  Munhall,  Pa. ;  Oak  Hill,  Pa. ; 
Oliver,  Pa. ;  Rankin,  Pa. ;  Thompson,  Universal,  Union  Junction,  Pa. 

These  arrangements  do  not  apply  from  any  station  of  the  Bessemer 
&  Lake  Erie  Railroad  located  on  the  line  of  the  Union  Railroad  for 
the  reason  that  the  Wabash  have  their  own  direct  connection  with 
the  Union  Railroad.  The  Bessemer  comes  in  contact  with  none  of 
that  business. 

The  Chairman.  Those  stations,  however,  are  on  the  Union  Rail- 
road, which  you  have  read ;  they  are  physically  on  it  ? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  And  they  are  published  on  the  division  sheets  of 
the  Bessemer  &  Lake  Erie  Railroad? 

Mr.  Baird.  They  are  Bessemer  &  Lake  Erie  Railroad  agencies. 

The  Chairman.  They  are  Bessemer  &  Lake  Erie  Railroad 
agencies  ? 

Mr.  Baird.  Yes.  Let  me  qualify  that :  Just  m  the  same  way  as  the 
Northern  Pacific  or  the  Canadian  Pacific,  as  a  matter  of  expediency 
in  the  transaction  of  their  business  in  Washington,  D.  C,  have 
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general  agents  in  Washington,  D.  C.  Instead  of  having  our  agencies 
10  miles  away  from  the  shipping  departments  of  these  various  plants, 
we  place  our  agencies  right  at  their  door,  to  place  ourselves  on  a 
parity  with  the  other  railroads  who  have  their  agencies  as  easy  of 
access. 

The  Chairman.  Can  you  not  secure  a  more  liberal  division  of  rate 
from  the  Bessemer  &  Lake  Erie  than  you  could  from  the  Union  Road, 
in  your  dealings  with  other  railroads? 

Mr.  Young.  Whom  do  you  mean  by  "  you  "  ? 

The  Chairman.  Can  not  the -Bessemer  &  Lake  Erie  Railroad  se- 
cure a  more  liberal  division  of  rates,  under  ordinary  circumstances, 
than  could  the  Union  Railroad  ? 

Mr.  Baied.  In  the  first  place,  the  Union  Railroad  does  not  come 
in  contact  with  any  railroad  except  the  direct  connections. 

The  Chairman.  That  is  not  my  question. 

Mr.  Baied.  I  am  leading  up  to  that ;  with  whom  all  negotiations  in 
regard  to  divisions  are  transacted.  That  has  been  settled  for  years; 
for  20  years,  for  that  matter,  before  the  Carnegie  Steel  Co.  or  the 
United  States  Steel  Corporation  ever  took  over  the  actual  ownership 
of  that  property. 

The  Chairman.  I  do  not  know  what  you  are  talking  about,  and 
I  do  not  think  you  know  what  I  am  talking  a.bout.  Let  me  repeat 
my  question.  I  want  to  Iniow  this,  and  only  this :  Can  the  BessOTier 
&  Lake  Erie  Railroad  secure  a  more  liberal  division  of  rates  than 
the  Union  Railroad,  under  ordinary  circumstances?  You  know 
whether  it  can  or  not. 

Mr.  Baird.  If  you  wUl  let  me  finish. 

The  Chairman.  That  question  can  be  answered  yes  or  no.  and  then 
you  can  finish. 

Mr.  Baird.  Yes  or  no  does  not  properlj;^  answer  the  question. 

The  Chairman.  Answer  it  first,  and  then  explain  it. 

(By  request  the  reporter  read  the  question  refeired  to,  as  follows:) 

Can  the  Bessemer  &  Lake  Erie  Railroad  secure  a  Diore  liberal  division  of 
rates  than  the  Union  Rjiilroad,  under  ordinary  circumstances? 

Mr.  Baied.  I  would  say  to  distant  railroads;  yes. 
Now,  I  will  ask  the  reporter  to  read  the  last  part  of  my  formefi 
answer. 

(The  reporter  read  as  follows:) 

That  has  been  settled  for  years:  for  20  years,  for  that  matter;  before  the 
Carnegie  Steel  Co.  or  the  United  States  Steol  Corporation  ever  took  over  the 
actual  ownership  of  that  property. 

Mr.  Baird.  The  allowances  to  the  Union  Railroad  were  settled 
and  determined  with  the  direct  connections  at  from  10  cents  or  15 
cents  a  ton  up  to  35  cents  a  ton.  The  roads  beyond  these  immediate 
connections  know  absolutely  nothing  whatever  of  the  existence  of 
that  arrangement  unless  they  happen  to  see  a  printed  switching  tariff. 
The  initial  roads  so  construct  their  traffic  ari-angements  that  it  is 
permissible  or  possible  to  absorb  this  terminal  allowance  to  the 
Union  Railroad.  That  is  a  necessity,  for  this  reason:  Anybody 
familiar  with  the  Pittsburgh  district  knows  that  the  topograjphical 
situation  there  is  considerably  up  and  down.  There  is  not  room 
enough  for  all  of  these  railroads  to  go  in  and  serve  these  mills  with 
individual  facilities.     Consequently,  they  can  afford  to  pay  and  are 
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willing  to  pay  reasonable  compensation  to  have  some  individual 
interest  perform  this  service  for  them,  which  expedites  the  move- 
ment of  the  traffic  and  is  beneficial  to  every  intei-est  concerned.  That 
is  the  reason  for  the  terminal  allowance. 

Mr.  Gardner.  I  will  ask  the  reporter  to  read  the  chairman's  ques- 
tion. 

(The  reporter  read  the  question  referred  to,  as  follows:) 

C.-in  the  Bessemer  &  Lake  Erie  Railroad  secure  a  more  liberal  division  of 
rates  thau  the  Union  Kailroad  under  ordinary  circumstances? 

Mr.  Baird.  We  have  210  miles  as  opposed  to  their  16  miles  of  di- 
rect mileage ;  consequently,  mile  for  mile,  we  gain  pro  rata  with  this 
increase. 

Mr.  Gardner.  Is  that  the  sole  reason? 

Mr.  Baird.  That  is  the  only  reason. 

Mr.  Gardner.  And  is  that  increase  proportional  to  your  increased 
mileage;  that  increase  in  what  you  call  the  division  of  the  percent- 
ages? 

Mr.  Baird.  Yes;  the  percentages  are  made  strictly  on  mileage. 
You  oppose  1  mile  of  your  road  to  a  mile  of  the  road  which  effects 
the  deliveries  and  the  intermediate  carriers. 

Mr.  Gardner.  Can  the  Bessemer  &  Lake  Erie,  under  ordinary  cir- 
cumstances get  a  greater  proportional  rate,  or  receive  a  greater  pro- 
portional rate  than  the  Union  Railroad?  What  is  your  answer  to 
that? 

Mr.  Bated.  My  answer  would  be  just  the  same  as  before ;  we  can, 
by  reason  of  the  much  greater  mileage  which  we  possess. 

Mr.  Gardner.  When  I  used  the  word  "  proportional "  I  meant  in 
proportion  to  your  respective  mileage. 

Mr.  Baird.  That  is  correct. 

Mr.  Gardner.  That  you  can  not  get  a  greater  rate  in  proportion 
to  your  respective  mileage,  or  that  you  can? 

Mr.  Baird.  No,  sir:  we  can  not. 

Mr.  Gardner.  You  can  not? 

Mr.  Baird.  No,  sir. 

Mr.  Beall.  I  want  to  ask  a  question  or  two  there. 

Going  back  to  this  Union  Railroad:  I  understand  from  your  tes- 
timony that,  so  far  as  its  legal  status-is  concerned,  it  is  chartered  as 
a  common  carrier? 

Mr.  Baird.  Yes,  sir. 

Mr.  Beall.  Common  carriers  ordinarily,  where  freight  originates 
upon  their  lines,  receive  a  division  of  freight  charges  greater  than 
the  proportional  mileage.     Is  that  it? 

Mr.  Baird.  In  this  instance,  with  the  short  mileage,  they  are  al- 
lowed what  the  railroads  term  an  arbitrary  allowance— that  is,  re- 
gardless of  mileage.  If  there  is  only  1  mile  hauled,  a  pro  rata 
proportion  would  mean  nothing.  For  that  reason,  it  is  fixed  at  an 
arbitrary.  .       .  . 

Mr.  Beall.  In  all  instances  does  the  ongmatmg  road  receive  more 
than  the  allowance  that  it  would  otherwise  receive  due  to  its  propor- 
tional part  of  the  mileage  ? 

Mr.  Baied.  As  a  rule,  not.    That  will  vary,     bome  arrangements, 
are  made  on  the  flat  actual  mileage.    For  instance,  we  are  negotiat- 
ing an  arrangement  of  that  character— you  are  the  delivering  road, 
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and  you  have  the  same  mileage  that  we  have,  and  we  originate  the 
traffic.  You  might  have  a  hundred  and  seventy  miles,  like  oursel'ves, 
but  in  making  the  arrangement  you  would  say  to  me,  "  I  will  exact 
250  miles  constructively  for  our  road  for  the  use  of  our  facilities  in 
delivering  this  freight."  I  would  immediately  say,  "  If  we  did  not 
originate  it,  you  would  not  get  it.  We  will  also  exact  250  miles." 
That  brings  back  the  pro  rata,  mile  for  mile ;  and  the  result  is  prac- 
tically the  same. 

Mr.  Beall.  Ordinarily  common  carriers  that  originate  freight 
have  some  arrangement  under  which  they  receive  a  certain  per- 
centage of  the  freight  charges? 

Mr.  Baibd.  Yes,  sir. 

Mr.  Beall.  And  ordinarily  the  common  carriers,  in  the  case  of 
freight  originating  upon  that  line,  bill  it  through  to  the  destination? 

Mr.  Baird.  Yes,  sir. 

Mr.  Beall.  The  Union  Railroad  does  not  ? 

Mr.  Baied.  They  simply  perform  the  service  of  transporting  a  car 
from  the  mill  to  the  initial  carrier. 

Mr.  Beall.  Notice  the  question.  I  say,  Ordinarily  common  car- 
riers will  receive  freight  originating  upon  their  line  and  bill  it 
through  to  destination  ? 

Mr.  Baird.  Yes,  sir. 

Mr.  Beall.  The  Union  Eailroad  does  not? 

Mr.  Baird.  They  do  not.  And  I  wish  to  qualify  that,  for  the  rea- 
son that  the  initial  roads — ^the  Pennsylvania,  the  Baltimore  &  Ohio, 
the  Wabash  Pittsburgh  Terminal,  the  Pittsburgh  &  Lake  Erie,  and 
the  Bessemer  &  Lake  Erie— publish  through  rates  from  those  stations, 
under  rules  compiled  and  given  to  us  by  the  Interstate  Commerce  Com- 
mission under  the  Hepburn  law.  And  we  issue — I  speak  of  all  the 
railroads  collectively — ^the  bills  of  lading  to  the  shippers ;  and  from 
a  through  rate  we  elect  to  pay  the  Union  Railroad  an  average  of  15 
cents  per  ton  for  acting  as  our  agent  from  the  mill  to  the  point  of 
their  connection  with  our  line. 

Mr.  Beall.  Do  you  know  of  any  other  instances  of  common  car- 
riers, except  cases  similar  to  this  of  the  Union  Railroad  ? 

Mr.  Baird.  Certainly. 

Mr.  Beall.  Do  you  know  of  any  other  instance  ? 

Mr.  Baird.  Yes ;  the  South  Buffalo  Railway. 

Mr.  Beall.  Do  you  know  of  any  other  instance  in  which  any  rail- 
road, chartered  as  a  common  carrier  and  performing  the  functions 
of  a  common  carrier,  receives  freight  and  does  not  bill  it  to  its  des- 
tination ? 

Mr.  Baird.  The  South  Buffalo  Railway,  owned  by  the  Lackawanna 
Steel  Co.,  at  Buffalo. 

Mr.  Beall.  I  am  excepting  now  this  class  of  roads  that  are  simi- 
larly situated  to  this  Union  Railroad. 

Mr.  Baird.  There  are  a  great  many  railroads  throughout  the  ter- 
ritory that  are  what  we  call  lateral  lines;  that  are  on  a  straight 
arbitrary  allowance.  There  are  many  coal  roads.  For  instance,  take 
the  Montour,  in  the  Pittsburgh  district,  owned  by  the  Pittsburgh 
Coal  Co.;  and  they  are  allowed  16  cents  a  ton  on  the  coal  coming 
off  of  that  railroad,  and  the  Pittsburgh  &  Lake  Erie  bill  it.  That  is 
a  parallel  case. 
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Mr.  Beall.  Do  you  know  of  any  other  instance  of  a  common  car- 
rier, except  those  instances  where  there  has  been  a  road  chartered  and 
owned  by  some  industrial  corporation,  that  does  not  receive  the 
freight  and  bill  it  to  its  destination? 

Mr.  Baird.  I  could  not  enumerate  any  at  this  time.  I  presume 
there  are. 

Mr.  Beall.  Did  you  ever  hear  of  one? 

Mr.  Baied.  They  are  all  in  one  class.  When  you  say  "  except  that  " 
you  are  out  of  that  class,  and  I  can  not  name  any.  I  could  name  a 
good  many  in  that  class,  that  operate  identically  in  the  same  manner  • 
but  when  you  except  them,  you  get  out  of  the  class.  ' 

Mr.  Beall.  But  they  are  always  railroads  owned  by  some  in- 
dustrial corporation? 

Mr.  Baird.  When  you  make  an  exception,  you  make  it  impossible 
for  me  to  give  you  an  answer  to  your  question. 

Mr.  Beall.  Do  you  know  of  any  instance  except  where  the  so- 
called  common  carrier  is  owned  by  some  industrial  corporation? 

Mr.  YoxJNG.  An  ordinary  belt  line,  for  instance? 

Mr.  Baird.  The  belt  lines  as  a  rule  handle  business  that  they  do  not 
originate,  and  consequently  they  are  not  called  upon  to  bill  it,  issue 
bills  of  lading,  or  rate  it,  or  to  come  in  physical  contact  with  it  other 
than  to  handle  it  over  their  railroad  from  one  connection  to  another. 

Mr.  Beall.  Of  what  advantage  is  it  to  the  Union  line  to  conduct 
its  business  in  this  way  rather  than  receiving  the  freight  and  billing 
it  to  its  destination  as  a  common  carrier  ordinarily  does  ? 

Mr.  Baird.  Primarily  it  is  handled  in  that  manner  at  the  instance 
of  the  connecting  railroads,  who  wish  to  handle  that  feature  them- 
selves.   It  expedites  and  simplifies  the  handling  of  the  business. 

The  Chairman.  Is  not  the  Bessemer  &  Lake  Erie  used  for  the  pur- 
pose of  getting  divisions  of  rates  which  would  not  be  granted  to  the 
Union  Eailroad? 

Mr.  Baird.  Absolutely  not.  As  I  explained  to  you  yesterday,  these 
percentage  arrangements  were  perfected  long  before  the  Carnegie 
Steel  Co.  got  control  of  the  railroad. 

The  Chairman.  I  am  talking  about  right  now. 

Mr.  Baird.  They  have  been  in  existence  for  30  years. 

The  Chairman.  You  have  answered  it. 

_Mr.  Beall.  In  the  respect  I  have  mentioned,  the  Union  Railroad 
differs  from  the  ordinary  railroad  that  is  chartered  and  conducted 
as  a  common  carrier? 

Mr.  Baird.  Absolutely ;  yes,  sir. 

Mr.  Beall.  And  your  explanation  is  that-,the  reason  is  that  this  suits 
the  convenience  and  subserves  the  interests  of  these  connecting  roads 
better  than  if  you  were  to  receive  the  freight  and  bill  it,  as  a  common 
carrier  ordinarily  would,  to  its  final  destination  ? 

Mr.  Baied.  Yes.  I  wish  to  state  that  that  is  not  the  exception. 
That  is  the  rule  with  practically  all  of  the  railroads  acting  in  a 
similar  capacity.  They  do  not  attempt  to  maintain  an  enormous 
establishment,  a  tariff  bureau  which  entails  an  expense  of  anj^svhere 
from  fifty  thousand  to  two  hundred  thousand  dollars,  and  the  posting 
of  these  tariffs  at  all  their  various  stations,  and  the  great  corps  of 
clerks  necessary  to  liandle  the  rating  and  billing  and  perform  the 
ordinary  functions  necessary  for  the  transaction  of  this  business. 
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Mr.  Beall.  If  the  Union  Eailroad  did  not  belong  to  the  United 
States  Steel  Corporation  is  it  your  judgment  that  this  business  would 
be  conducted  as  it  is  now  conducted? 

Mr.  Baird.  xVbsoliitely  without  a  change.  It  is  the  economic  way 
to  operate  a  railroad  of  that  character. 

Mr.  Beall.  You  think  it  would  not  receive  freight  as  common  car- 
riers ordinarily  receive  it  and  bill  it  as  common  carriers  ordinar- 
ily do  ? 

Mr.  Bated.  It  would  continue,  as  a  matter  of  desire,  to  act  as  the 
agent  of  the  initial  railroads  in  that  district,  to  take  the  freight  from 
the  mill  and  transport  it  to  its  connection  with  whichever  initial  rail- 
roar!  might  be  involved. 

Mr.  Reed.  By  "  common  carrier  "  you  mean,  in  that  sense,  a  trunk 
line,  do  you  not,'  Mr.  Beall? 

Mr.  Beall.  I  mean  any  railroad  that  is  chartered  and  holds  itself 
out  to  serve  the  public  generally. 

Mr.  Gardner.  Any  railroad  that  is  not  owned  by  some  other  cor- 
poration of  a  different  nature?     "Would  that  express  it,  Mr.  Beall? 

Mr.  Beall.  I  think  his  answer  indicates  that  it  is  only  the  roads 
that  are  owned  by  some  other 

Mr.  Gardner.  But,  when  you  say  "  any.  common  carrier "  you 
mean  a  common  carrier  of  the  class  of  which  this  railroad  is  one — 
asFuming  that  this  is  a  common  carrier? 

ilr.  Beall.  Yes. 

Mr.  Baird.  Speaking  of  the  tariff  necessities:  The  Bessemer  & 
Lake  Erie  outbound  rates  represent  48  solid  inches  of  printed  matter. 
If  the  Union  Railroad  were  to  attempt  to  maintain  a  tariff  bureau, 
to  file  tariffs  and  rates  of  all  the  materials  shipped  over  its  rails,  they 
would  have  an  enormous  expense,  and  they  would  necessarily  have 
to  increase  their  terminal  allowance  to  cover  it.  That  is  what  they 
are  getting  away  from.  The  initial  road  would  only  duplicate  that 
work. 

The  CHATRjrAN.  Is  it  not  true,  Mr.  Baird,  that  freight  originating 
in  the  Pittsburgh  district  is  not  routed  by  either  the  Pennsylvania 
or  the  Baltimore  &  Ohio  direct  to  St.  Louis  or  Cincinnati,  and  then 
south  to  New  Orleans,  but  is  routed  by  way  of  Toledo? 

Mr.  Baird.  Under  those  arrangements,  the  route  is  via  Toledo. 
Thnt  is  the  only  route  that  can  be  used.  But  the  Pennsylvania  Rail- 
road or  the  Baltimore  &  Ohio  are  not  a  party  to  that  arrangement. 
They  would  naturally  move  to  St.  Louis  via  their  own  lines. 

The  CiiATR'.rAx.  How  is  the  freight  destined  by  you  for  New  Or- 
leans routed?     You  have  the  routing  of  it.     How  do  you  route  it? 

Mr.  Baird.  I  will  show  it  to  you  on  the  map.  We  have  three  dif- 
ferent arrangements  via  Shenango  and  the  Erie  Railroad 

The  Chairman,  .'^tart  with  your  pointer  down  here  on  the  map 
so  that  the  committee  can  see  it. 

Mr.  Baird.  We  start  on  the  Union  Railroad  with  15  cents  for  orig- 
inating the  freight.  We  receive  15  per  cent  of  the  through  rate. 
We  take  it  to  Shenango  and  turn  it  over  to  the  Erie  Railroad,  who 
will  carry  it  to  the  Wabash  or  the  Clover  Leaf. 

The  Chairman.  Show  us  on  that  other  map  there. 

;Mr.  Baird.  The  Erie  Railroad  makes  a  connection  with  the  Wa- 
bash or  the  Clover  Leaf  about  here  [indicating  on  map],  who  would 
continue  the  carriage  to  St.  Louis. 
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The  Chairman.  Trace  it  on  the  map.  Just  take  your  pencil  and 
trace  it  the  way  you  route  the  carriage  of  freight  from  Pittsburgh 
to  New  Orleans,  on  that  map. 

Mr.  Baird.  I  will  make  it  roundabout  here,  to  keep  away  from  the 
other  works  [indicating  on  map]. 

The  Chairman.  Yes.     Do  you  go  to  Toledo? 

Mr.  Baird.  No,  sir;  the  Erie  Railroad  intersects  the  railroads  in- 
Tolved  south  of  Toledo. 

The  Chairman.  All  right. 

Mr.  Baird.  At  an  intermediate  junction.  They  would  take  it  to 
St.  Louis.  It  would  move  via  Cairo  and  Thebes  or  other  points  on 
the  Mississippi  River.  While  we  are  roundabout,  we  have  of  neces- 
sity to  place  ourselves  on  a  parity  with  the  direct  lines. 

The  Chairman.  You  do  not  get  any  more  for  hauling  it  that  way? 

Mr.  Baird.  Absolutely  not.  Our  road  works  in  conjunction  with 
the  other  roads,  and  we  have  to  make  the  same  rate. 

The  Chairman.  What  is  your  rate  on  that? 

Mr.  Baird.  Fifteen  per  cent  of  the  through  rate  by  any  route  over 
which  it  goes. 

The  Chairman.  If  you  send  it  by  the  Baltimore  &  Ohio  or  any 
other  of  the  direct  lines,  do  you  get  any  of  that  rate? 

Mr.  Baird.  No,  sir;  and  furthermore,  we  handle  very  little  busi- 
ness to  that  territory.  As  I  showed  to  Mr.  McRae,  out  of  2,200  car- 
loads in  the  month  of  June  only  one  car  went  south  of  the  Ohio 
River. 

The  Chairman.  Has  the  American  Steel  &  Wire  Co.  a  plant  at 
Rankin? 

Mr.  Baird.  Yes. 

The  Chairman.  Is  tonnage  originating  at  this  plant  ever  shipped 
over  the  Union  Railroad,  the  Wabash  Pittsburgh  Terminal,  and  so 
forth,  to  New  Orleans? 

Mr.  Baird.  I  would  judge  not.  Of  course  I  do  not  know  much 
in  regard  to  that.  It  would  be  an  unnatural  route,  an  impossible 
route  under  the  rate  situation. 

The  Chairjman.  Does  division  sheet  No.  232  apply  to  this  tonnage? 

Mr.  Baird.  No,  sir. 

The  Chairman.  Does  any  of  this  freight  ever  touch  the  tracks  of 
the  Bessemer  &  Lake  Erie  Railroad  Co.  ? 

Mr.  Baird.  Not  if  it  is  moving  out  of  the  Wabash  &  Pittsburgh 
Terminal. 

The  Chairman.  Then  why  did  the  Bessemer  &  Lake  Erie  publish 
that  division  without  making  the  Erie  Railroad  a  party  to  it? 

Mr.  Baird.  We  say  in  there  that  the  arrangement  does  not  apply 
from  those  stations. 

The  Chairman.  If  this  division  arrangement  had  not  been  made 
by  the  Bessemer  &  Lake  Erie,  would  not  the  Union  Railroad  receive 
only  15  cents  a  ton  instead  of  15  per  cent  of  the  through  haul? 

Mr.  Baird.  Now,  that  is  absolutely  erroneous.  The  Union  Rail- 
road handling  traffic  from  the  American  Steel  &  Wire  Co.'s  plant 
at  Rankin  and  the  Wabash  Terminal  would  receive  their  customary 
and  published  terminal  allowance  of  35  cents  a  ton;  nothing  more 
and  nothing  less. 

Mr.  Dan  forth.  Mr.  Chairman,  I  would  suggest  the  absence  of  a 
quorum  here,  as. well  as  in  the  House. 
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The  Chairman.  It  is  half  past  1,  and  the  cominittee  will  adjourn 
to  meet  at  2.30  o'clock  p.  m. 

(At  1.30  o'clock  p.  m.  the  committee  took  a  recess  until  2.30 
o'clock  p.  m.) 

AFTER  RECESS. 

The  committee  reconvened,  pursuant  to  the  taking  of  recess,  at  2.30 
o'clock  p.  m.,  Hon.  Augustus  O.  Stanley  (chairman)  presiding. 

STATEMENT  OF  MR.  F.  C.  BAIRD— Continued. 

The  Chairman.  Mr.  Baird,  to  return  to  the  question  of  the  manner 
in  which  the  rates  are  determined,  have  you  participated  in  meetings 
at  which  rates  were  considered  ? 

Mr.  Baird.  Do  you  mean  any  particular  rates,  or  just  general? 

The  Chairman.  Such,  rates  as  are  made  by  roads  generally — in 
meetings  with  other  railroads? 

Mr.  Baird.  I  have:  yes,  sir. 

The  Chairman.  Is  your  railroad,  the  Bessemer  &  Lake  Erie,  a 
party  to  the  official  classification? 

Mr.  Baird.  We  observe  the  official  classification  as  the  authoritative 
classification  in  the  application  of  our  rates. 

The  Chairman.  Is  there  such  a  thing  as  an  official  classification 
committee? 

Mr.  Baird.  There  is. 

The  (^hairman.  Are  you  a  member  of  that  committee? 

]Mr.  Baird.  No,  sir. 

The  Cttairiman.  Are  you  privileged  to  attend  the  meetings  of  the 
official  classification  committee? 

Mr.  Batrd.  Not  in  the  sense  of  directing  the  work  of  that  commit- 
tee. T  have  the  privilege,  the  same  as  anyone  else,  to  appear  before 
it  if  T  liave  any  proposition  before  them  on  which  I  would  consider 
that  fhev  needed  some  outside  information. 

The  Ctiairman.  Have  yii  not  what  might  be  called  the  privilege 
of  the  fl"nr  in  their  executive  convention — where  thev  decide? 

Mr.  BAfRD.  No,  sir.  T  suppose  I  would  be  permitted  to  sit  on  the 
side  nnd  listen  to  their  negotiations,  if  I  pleased. 

The  PuAiRMAN.  Has  the  Bessemer  &  T>ake  Erie  Railroad  a  voice 
and  !i  v<'te  in  compiling  the  rate  on  freight  commodities  shown  on 
the  rffifinl  classification  and  tariffs  i.ssued  thereby? 

Afr.  Batrd.  We  have  one  vote — yes,  sir — in  adopting  official  classi- 
fication ratings.    That  is  one  out  of  several  hundred. 

The  Chairman.  Yes. 

Mr.  Bafrd.  And  it  counts  the  same  as  the  vote  of  any  other  rail- 
road subscribing  thereto. 

The  Chairman.  Is  your  company  a  member  of  the  Central  Freight 
Association  ? 

^Fr.  Baird.  Yes. 

The  Chairman.  Is  it  also  a  member  of  the  Trunk  Line  Associa- 
tion? 

^fr.  Baird.  No,  sir. 

The  Chairman.  "V\Tiat  are  the  functions  of  this  association? 

!Mr.  Baird.  Why,  the  functions  are  to  preserve  a  harmonious  com- 
mercial situation  throughout  the  country — by  conference  to  arrive  at 
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uniform  practices  throughout  the  country  or  the  territory  which 
that  association  governs. 

The  Chaieman.  To  illustrate,  Mr.  Baird,  is  it  not  true  that  at 
a  meeting  of  the  traffic  managers  of  the  various  subsidiary  com- 
panies "of  the  United  States  Steel  Corporation  held  in  New  York 
on  April  21,  1909,  you,  Mr.  Biehler,  of  the  Carnegie  Co.,  and  others 
discussed  the  rail  situation. 

Mr.  Eeed.  I  object  to  that  unless  the  minutes  themselves  are  pro- 
duced. 

The  Chairman.  I  am  not  quoting  any  minutes. 

Mr.  Baied.  I  do  not  recall. 

Mr.  Reed.  You  are  asking  the  witness  to  quote  from  the  minates. 

The  Chairman.  I  think  you  are  about  the  only  man  that  knows 
that  I  have  seen  those  minutes. 

Mr.  Reed.  I  object  unless  you  submit  the  minutes. 

The  Chairman.  You  are  the  only  man  who  knows  where  I  got 
this  information,^  and  you  are  the  only  man  in  the  world  that  does 
know.    I  am  asking  for  the  facts. 

Mr.  Baird.  What  situation  do  you  refer  to  ? 

The  Chairman.  The  cost  of  transportation,  the  rate  upon  rails, 
over  the  various  railroads  in  the  country. 

Mr.  Baird.  I  have  never  discussed  the  question  of  the  cost  of  trans- 
portation of  rails  with  anyone. 

The  Chairman.  You  do  not  care  anything  about  the  question  of 
transportation  ? 

Mr.  Baird.  I  say  that  I  have  not  discussed  that  question  with 
anyone. 

The  Chairman.  It  is  not  of  any  importance  to  you  in  any  way? 

Mr.  Baird.  It  is  not  of  importance  to  me. 

Tlie  Chairman.  I  see.  Competitive  conditions,  and  what  the 
other  roads  were  charging  with  the  Steel  Corporation  ought  to 

Mr.  Baied.  No,  sir;  I  never  discussed  the  situation  with  Mr. 
Biehler  or  the  other  gentlemen  in  that  meeting. 

The  Chairman.  Do  you  know  whether  they  were  discussed  in  that 
meeting  ? 

Mr.  Baird.  I  do  not  remember  that  they  even  were,  but  I  have  no 
reason  to  say  that.  I  have  discussed  with  Mr.  Biehler  the  same  as 
I  have  with  Mr.  Ogden,  of  the  Jones  &  Laughlin  Co.,  at  Pittsburgh, 
with  whom  I  confer  quite  freely,  concerning  competitive  conditions 
surrounding  the  manufacturing  of  steel  rails  from  the  Pittsburgh 
di.«trict.  as  opposed  to  the  other  manufacturing  districts. 

The  Chairman.  You  attend  the  meetings  of  the  traffic  managers? 
You  are  one  of  the  traffic  managers  of  the  lines? 

'^]v.  Baird.  If  it  is  convenient,  I  attend. 

The  Chairman.  It  is  your  duty  to  attend? 

'Mr.  Baird.  Not  necessarily. 

The  Chairman.  It  is  your  privilege  to  attend? 

Mr.  Baird.  It  is  my  privilege  if  it  is  convenient. 

The  Chairjian.  You  have  meetings  when  it  is  convenient  of  all 
the  traffic  managers  of  the  various  railroads  of  the  United  .States 
Steel  Corporation,  do  you?  .,     ,       ,  ,  .     ,. 

Mr.  Baird.  On  the  industrial  side  they  have  such  an  organization; 
and.  as  f  say,  if  it  is  convenient  I  attend  ,.  , 

The  Chairman.  You  keep  minutes  of  those  meetings,  do  you  not? 
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Mr.  Baird.  I  suppose  they  do.    I  have  not  seen  the  minutes. 

The  Chairman.  Is  it  not  true  that  you  were  at  this  meeting  of 
April  21,  1909?    It  is  of  record. 

Mr.  Baird.  I  do  not  remember.  I  hare  attended  quite  a  number  of 
their  meetings. 

The  Chairman.  At  this  meeting  do  you  remember  whether  or  not 
Mr.  Biehler  stated  that  this  rail  situation  was  very  precarious  because 
the  Bethlehem  Steel  Co.  used  as  an  argument  that  if  Lorain,  situated 
175  miles  v.est  of  Pittsburgh,  was  justly  entitled  to  a  40-cent  differ- 
ential over  Bessemer,  then  $1  would  not  have  been  an  unfair  differ- 
ential to  Bethlehem,  Sparrows  Point,  Md.,  and  Steelton,  Pa.,  on  rails 
foing  west,  and  that  the  Jersey  Central  and  Lehigh  Valley  were  in  a 
rame  of  mind  to  break  down  the  steel-rail  committee  and  issue  the  $1 
basis  independently? 

Mr.  HERD.  I  object  to  these  extracts  from  the  minutes,  unless  the 
minutes  themselves  are  produced. 

The  Chairman.  This  is  not  an  extract.  I  am  asking  about  that 
situation. 

Mr.  Baikd.  I  do  not  remember  such  a  situation.  I  do  not  say  that 
it  did  not  exist,  but  I  do  not  attempt  to  memorize  everything  I  do  or 
everything  I  say.  If  I  did,  I  do  not  believe  I  would  be  with  you 
to-day. 

The  Chairjian.  You  stated  yesterday  you  were  general  freight 
agent  of  the  Bessemer  &  I.,ake  Erie  road,  and  that  your  duties  were 
solely  those  of  a  freight  agent.    That  is  ti-ue? 

Mr.  Baikd.  Yes. 

The  Chairman.  Did  you  not  participate  actively  in  this  discussion 
in  this  meeting  of  traffic  managers  of  industrial  corporations  and  as- 
sure those  present  that  you  did  not  believe  the  Lehigh  Valley  and  ther 
Jersey  Central  had  any  idea  of  bieuking  the  steel-rail  committee,  for 
at  a  meeting  recently  held  it  was  shown  that  they  did  not  have  any 
grounds  to  stand  on  ?  Do  vou  remember  making  that  statement  at 
that  meeting  on  April  21,  1909? 

Mr.  Baird.  I  do  not  remember  making  that  statement;  but  I  have 
made  a  statement,  substantially  the  same  thing,  to  a  number  of 
gentlemen  individually,  not  confined  to  the  United  States  Steel  Cor- 
poration; probably  to  Jones  &  Lauij;hlin  and  others  that  I  have 
known  for  years  and  talk  to  freely,  because  their  interests  are  the 
same  as  ours. 

The  Chairman.  Did  you  not  state  that  the  understanding  was 
that  the  railroads  west  of  Pittsburgh  would  not  create  anv  other 
tariff  putting  in  an  arbitrary  basis  of  rail  rates,  and  that  if  they  did 
the  Bessemer  &  Lake  Erie  would  consider  meeting  the  reduction  in 
cents  and  dollars  out  of  Pittsburgh? 

Mr.  Baird.  I  made  that  statement  to  the  railroads  in  a  meeting  at 
Buffalo;  yes,  sir.    Do  you  want  to  know  the  reason  why? 

The  Chairman.  You  may  give  it,  if  j'ou  want  to. 

Mr.  Baird.  That  is  very  pertinent  to  Ihe  statement  made.  It  will 
consume  two  or  three  pages,  and  if  you  will  be  tolerant  with  me  I  wiU 
give  it,  if  you  want  the  facts,  now. 

The  Chairman.  If  you  want  to  make  an  explanation  that  long 
and  put  it  in. 

Mr.  Baird.  Now,  you  are  getting  at  results. 

The  Chapman.  Yes;  I  am. 
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Mr.  Baied.  And  a  great  many  facts  lead  up  to  the  result  which  you 
get  m  the  record,  which  should  be  qualified  and  explained.  We  have 
done  the  same  as  any  other  railroad  would  have  done. 

The  Chairman.  The  next  question  may  do  that.  Will  you  just  ex- 
plain to  this  committee  the  scope  of  action  of  this  rail  committee  that 
I  have  been  talking  about?  What  do  they  do?  They  are  an  in- 
dustrial committee,  and  not  a  traffic  committee? 

Mr.  Baird.  They  are  not  an  industrial  committee. 

The  Chairman.  All  right;  now,  tell  me  about  them — the  rail  com- 
mittee of  the  United  States  Steel  Corporation? 

Mr.  Baird.  No,  sir;  the  rail  committee  is  a  committee  of  the  rail- 
roads initial  at  the  points  where  steel  rails  are  manufactured,  and  it  is 
separate  and  distinct  from  any  other  association  of  a  similar  char- 
acter.   They  make  the  rates  from  the  various 

The  Chairman.  Eight  at  that  point;  if  that  is  a  railroad  com- 
mittee, what  is  Mr.  Biehler  doing  on  it?     Is  he  a  traffic  manager? 

Mr.  Baird.  No,  sir.  The  traffic  managers  of  the  Carnegie  Steel 
Co.  and  the  Bethlehem  Steel  Co.,  and  the  various  industries  in- 
terested, were  asked  to  come  in  and  state  the  facts  commercially  and 
competitively,  as  they  existed  between  their  various  districts,  for  the 
benefit  of  the  railroads,  to  determine  whether  there  was  any  merit 
to  the  application  of  Bethlehem  for  materially  reduced  rates,  west 
bound  from  that  point.    Is  that  perfectly  clear? 

The  Chairman.  Bethlehem?  The  Bethlehem  Steel  Co.  came  be- 
fore the  traffic  managers  of  these  various  railroads  which  initiate 
rail  traffic,  before  you  and  others  who  fix  this  rate,  and  they  were 
pleading  with  you,  and  with  the  traffic  managers  of  the  United 
States  Steel  Corporation,  to  reduce  rates  west  of  Pittsburgh?  That 
is  what  I  want  to  get  at. 

Mr.  Baird.  Pleading  and  asking  the  railroads,  not  the  traffic 
managers  of  the  United  States  Steel  Corporation. 

The  Chairman.  And  other  traffic  managers? 

Mr.  Baird.  Yes,  sir;  asking  the  railroads ;  not  any  other  industrial 
concern.  Now,  I  can  cover  that  in  a  statement  which  will  give  yoti 
much  more  concisely  and  comprehensively  the  conditions  and  facts 
leading  up  to  the  circumstances  to  which  you  refer,  and  much  better 
than  you  can  elicit  it  by  questions,  if  you  will  be  tolerant  with  me 
while  I  make  a  complete  statement. 

The  Chairman.  Yes. 

Mr.  Reed.  I  would  suggest  that  the  witness  be  as  brief  as  he  can. 

Mr.  Baird.  I  will  be  as  brief  as  I  can.  At  the  inception  of  the 
question  of  the  quality  of  rails,  whether  they  were  manufactured 
from  open-hearth  ingots  or  by  the  Bessemer  process,  Mr.  Harriman 
was  one  of  the  leaders  in  requiring  open-hearth  ingots  to  be  utilized 
in  the  manufacture  of  rails,  and  he  gave  a  great  deal  of  publicity 

to  that  belief.  ,      r^,  ^     , 

The  Chairman.  That  was  shortly  before  the  Tennessee  Coal  & 
Iron  Co.  was  acquired  by  the  United  States  Steel  Corporation  ? 

Mr.  Baird.  Yes ;  and,  to  be  consistent  with  his  views,  it  was  up 
to  him  to  procure  open-hearth  rails  wherever  he  could.  At  that  time 
there  was  only  one  concern  equipped  to  manufacture  and  deliver 
open-hearth  rails,  and  that  was  Bethlehem,  Pa.  The  rate  was  no 
factor.  There  was  no  other  factor,  except  that  Mr.  Harriman  had  to 
be  consistent  with  his  views.    He  made  the  purchase,  and  the  rails  were 
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shipped;  and,  predicated  upon  that  fact,  somebody  led  the  lines  east 
to  believe  that  if  they  could  secure  a  substantial  reduction  in  the 
rates  from  Bethlehem,  Pa.,  to  the  territory  east  of  the  Mississippi 
River  and  north  of  the  Ohio  River,  and  hold  Pittsburgh  and  the 
Mahoning  and  the  Shenango  Valley  rates  where  they  were,  they 
could  step  in  and  take  the  business  and  give  these  eastern  trunk  lines 
a  business  which  they  had  never  enjoyed  before.  Now,  in  determin- 
ing what  merit  there  was  in  their  proposition,  the  first  thing  was  to 
look  at  the  differentials  between  those  two  districts,  and  what' ad- 
vantages Bethlehem  had,  on  its  part,  over  the  mills  located  in  the 
interior,  and  what  advantages  the  mills  in  the  interior  had  over 
the  eastern  manufacturers.  It  was  not  confined  to  Bethlehem.  There 
were  Sparrows  Point,  Md.,  and  Steelton,  Pa.  A  careful  inspeotdon 
of  the  rate  situation  showed 

The  Chairman.  Right  at  that  point;  as  I  understand,  you  were 
endeavoring  to  study  closely  the  industrial  conditions  of  each  one  of 
these  plants  to  see  just  what  the  traffic  would  bear? 

Mr.  Baied.  To  see  what  would  continue  all  of  the  plants  on  a  fair 
competitive  basis  only. 

The  anlaysis  resulted  in  this  fact:  That  the  eastern  mills  had  an 
advantage  throughout  the  eastern  part  of  Canada  over  every  other 
steel  manufacturer,  with  the  exception  of  the  Lackawanna  Steel  Co., 
at  Buffalo.  The  had  the  entire  New  England  State  and  they  had 
New  York  State  and  they  had  the  entire  Atlantic  seaboard,  via  coast- 
wise vessels.  They  had  all  of  the  south  tributary  to  the  Gulf  of 
Mexico  ports,  going  to  Galveston  on  a  $2.37  rate  plus  the  rate  into 
the  interior.  They  would  go  into  Utah  and  Oklahoma  and  hII  con- 
tiguous territory  at  $1  less  than  could  the  manufacturer  of  steel  rails 
in  Pittsburgh,  400  miles  west  of  them.  They  would  reach  the  Pacific 
C0H?t,  via  the  Tehuantepec  route,  fully  $1  less  than  could  Chicago. 
They  had  practically  all  of  the  United  States,  with  the  exception  of 
that  territory  bounded  on  the  west  by  the  Mississippi  River,  on  the 
south  by  the  Ohio  River,  and  west  of  Pittsburgh  and  Buffalo.  They 
conceived  the  idea  that,  using  this  emergency  tonnage,  they  could 
prevail  upon  the  managers  of  the  trunk  lines  to  believe  that,  could 
they  make  this  reduction  to  Bethlehem  and  hold  the  other  points 
where  they  were,  they  could  step  in  and  take  all  of  this  new  tonnage 
and  deprive  the  other  districts  of  it.  Now,  the  railroads  of  the  other 
districts  would  not  sit  quietly  by  and  see  that  done. 

The  Chairman.  What  did  they  do? 

Mr.  Baied.  They  simply  said,  "  If  you  make  a  reduction  from 
Bethlehem  westbound,  we  will  make  it  a  horizontal  reducFion. 
Thereby  the  relative  position  would  be  absolutely  conserved  to  mH  of 
the  interests  in  the  interior.  That  was  not  in  the  interests  of  the 
United  States  Steel  Corporation.  That  was  in  the  interests  of  every 
steel  manufacturer  in  the  interior  districts — the  Lackawanna  at  Buf- 
falo, the  Republic  Iron  &  Steel  in  the  Valleys,  the  Cambria  at 
Johnstown,  Jones  &  Laughlin  at  Pittsburgh,  and  all  United  States 
Steel  Corporation  plants. 

The  Chairman.  Did  Jones  &  Laughlin  make  any  rails? 

Mr.  Baied.  Yes;  they  have  a  very  large  capacity. 

The  Chairman.  Do  they  make  any  rails  now  ? 

Mr.  Baied.  I  could  not  say  as  to  <^hat.  There  is  nobody  making 
very  many  rails  at  this  time. 
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The  Chairman.  What  was  the  extent  of  the  territory 

Mr.  Baihd.  Embraced  in  this  application  ? 

The  Chairman  (continuing).  From  which  the  Bethlehem  Steel 
Co.  was  excluded  by  virtue  of  the  freight  arrangement  which  you 
did  make? 

Mr.  Baird.  I  have  given  you  the  boundaries ;  west  of  Buffalo  and 
Pittsburgh,  north  of  the  Ohio  River,  east  of  the  Mississippi  River, 
and  bounded  by  the  Canada  and  Great  Lakes  boundary. 

The  Chairman.  Exactly. 

Mr.  Baird.  They  had  absolutely  no  merit  to  their  application.  It 
was  simply  a  selfish  move,  predicated  on  this  movement  of  open- 
hearth  rails  from  the  one  mill  from  which  Mr.  Harriman  could  pro- 
cure them,  and  from  which  he  was  procuring  them,  to  be  consistent 
with  the  expression  he  had  given  to  his  views  in  the  newspapers. 

The  Chairman.  I  understand  you  to  state  that  the  understanding 
was  that  the  railroads  west  of  Pittsburgh  would  not  create  any  other 
tariff  putting  in  an  arbitrary  basis  of  rail  rates,  and  that  if  they  did 
the  Bessemer  &  Lake  Erie  would  consider  meeting  the  reduction  in 
cents  and  dollars  out  of  Pittsburgh? 

Mr.  Baird.  No,  sir ;  the  attitude  of  the  Bessemer  &  Lake  Erie  was 
that  if  the  rates  were  arbitrarily  reduced  from  Bethlehem,  Steelton, 
and  Sparrows  Point  into  what  is  known  as  the  Central  Freight  Asso- 
ciation territory,  and  that  territory  immediately  west  of  the  Missis- 
sippi River  crossings,  they  would,  in  turn,  reduce  horizontally  with 
the  Bethlehem,  Steelton,  and  Sparrows  Point  reductions.  Now.  had 
their  proposition  been  meritorious,  we  would  never  have  assumed  that 
attitude.  We  are  simply  a  railroad.  We  are  protecting  every  inter- 
est on  oair  railroad  just  as  much  as  any  other  railroad  will  do,  and  that 
is  their  duty  to  do. 

Then,  here  is  another  feature  in  connection  with  that.  The  rail- 
road who  serve  the  Pittsburgh  and  Buffalo  districts  also  serve  these 
eastern  districts,  and  it  placed  them  in  a  position  where  they  were 
carrying  water  on  both  shoulders.  Personally,  T  saw  the  predica- 
ment that  they  wei-e  in,  and  I  made  that  statement,  and  it  was  a 
convenience  to  them  to  have  somebody  who  was  free  from  water  on 
both  shoulders  to  make  the  statement. 

The  Chairman.  Are  the  meetings  of  the  traffic  managers  of  such 
concerns  secret? 

Mr.  Baird.  What  concerns? 

The  Chairman.  Of  these  railroads? 

Mr.  Baird.  Not  necessarily  so. 

The  Chairman.  Are  the  representatives  of  the  Republic  Iron  & 
Steel  Co.  and  the  Pittsburg  Iron  &  Steel  Co.  and  the  Crucible  Steel 
Co.  of  America,  who  do  n'-t  own  common  carriers,  allowed  to  par- 
ticipate in  these  meetings? 

Mr.  Baird.  They  are  permitted  to  come  m  there  and  state  the  cir- 
cumstances upon  which  they  base  their  requests  for  rate  changes,  the 
same  as  any  other  shipper.  Frequently  the  railroads  will  send  for 
them.  They  may  write  a  letter  and  ask  for  consideration  on  certain 
rates  and  before  destroying  any  adiustments  they  -vyill  send  for  all 
these'  traffic  managers  and  obtain  their  views,  the  commercial  ele- 
ments that  enter  into  the  sale  of  the  rails,  and  the  possibilities  sur- 
rounding their  delivery.  ■.   ■     ^.  r\ 

The  Chairman.  When  you  have  these  meetings,  you  sit  ]ust  like 

this  committee  sits? 
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Mr.  BAiBii.  Yes. 

The  Chaiuman.  And  you  hear  everybody  that  has  anything  to  say  ? 

Mr.  Baied.  Yes. 

Tlie  Chairman.  They  have  an  executive  committee  which  then  de- 
cides what  you  will  do? 

Mr.  Baikd.  Yes. 

The  Chairman.  Do  they  sit  in  executive  session? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  Is  the  general  freight  agent  of  a  common  carrier 
like  the  Bessemer  &  Lake  Erie  siippo.sed  to  make  a  full  report  to  an 
industrial  corporation  like  the  Carnegie  Steel  Co.,  or  to  the  traffic 
managers  of  subsidiary  companies  of  the  United  States  Steel  Cor- 
poration? 

Mr.  Batrd.  Unqualifiedly,  no;  and  I  have  never  been  asked  to  do 
so  by  any  individual  or  company,  nor  have  I  ever  done  so. 

The  Chairman.  You  never  told  the  United  States  Steel  Corpora- 
tion  

Mr.  Baird.  After  the  question  has  been  definitely  disposed  of,  I 
feel  perfectly  free  to  talk  to  anyone  on  the  shipping  side,  whether 
of  the  Steel  Corporation  or  independent,  or  otherwise. 

The  Chairman.  I  am  glad  to  hear  that  you  have  not. 

Mr.  Baird.  AVell,  I  have  not. 

The  Chairjian.  Accepting  what  you  say  as  true — I  am  not  ques- 
tioning it  at  all — if  you  did,  if  you  as  a  traffic  manager  went  into  an 
executive  session  as  a  railroad  official,  went  into  an  executive  session 
with  the  traffic  managers  of  the  Baltimore  &  Ohio  and  the  Chesa- 
peake &  Ohio  and  the  Pennsylvania  and  the  Nickel  Plate  and  the 
\yabash  Terminal  and  all  these  other  roads  that  belong  to  this  Cen- 
tral Freight  Association,  for  instance,  and  decided  a  rate,  and  then 
left  this  secret  session,  this  executive  meeting,  and  went  to  the  exwu- 
tive  offices  of  the  Carnegie  Co.  and  of  the  American  Steel  &  Wire  Co. 
and  of  the  Steel  Tube  Co.  and  other  subsidiary  companies,  industrial 
concerns  of  the  Steel  Corporation,  and  told  them  either  what  you  had 
done  or  what  you  were  going  to  do,  it  would  inflict  a  grievous  wrong 
upon  your  competitors  who  had  no  voice  in  this  association's  action. 

Mr.  Baird.  That  is  one  rule  that  we  have  scrupulously  observed. 

The  Chairman.  And  that  is  the  reason  you  observe  it? 

Mr.  Baird.  And  I  want  to  tell  you  the  contrary  to  that,  that  when  I 
have  been  in  various  meetings  I  have  been  reported  to  No.  71  Broad- 
way within  a  very  few  hours  after  certain  things  I  have  said  were 
announced. 

The  Chairman.  What  do  you  mean  by  "  No.  71  Broadway  "  ? 

Mr.  Baird.  That  is  the  headquarters  of  the  Steel  Corporation. 

The  Chairman.  All  right. 

Mr.  I'aird.  On  the  contrary,  I  have  been  quoted,  and  I  have  not 
quoted  anybody  else.  Now,  during  all  the  period  that  we  have  been 
a  member  of  this  association  the  Bessemer  &  Lake  Erie  Railroad  has 
never  presented  one  single  application  for  any  consideration  on  a  rate 
relating  to  iron  and  steel  articles. 

The  Chaieman.  Now,  to  get  back;  why  would  it  be  improper  for 
you  to  take  the  traffic  managers  of  these  various  concerns,  like  the 
Carnegie  Co.  and  the  Federal  Steel  Co.  and  the  American  Steel  & 
Wire  Co.,  into  your  confidence  and  tell  them,  they  all  being  em- 
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ployees  of  the  United  States  Steel  Corporation,  what  you  had  done 
or  what  you  were  going  to  do  ?    Why  would  that  be  improper  ? 

Mr.  Baied.  I  guess,  primarily,  because  of  my  sense  of  honorable 
dealing  with  the  other  railroad  gentlemen  with  whom  I  sit.  And 
do  not  forget  that  when  the  railroad  question  is  finally  disposed  of 
each  railroad  immediately  afterwards  communicates  the  result  to 
the  various  shippers  located  on  its  lines.  That  is  entirely  proper 
after  the  question  has  been  definitely  disposed  of. 

The  Chaieman.  I  see.  You  say  that  your  sense  of  honor  would 
prevent  you  from  doing  it,  and  I  appreciate  that.  Now,  as  a  green 
man,  knowing  so  little  about  this,  I  wish  you  would  tell  me  why  it 
would  be  dishonorable  to  do  it,  why  your  sense  of  honor  would  pre- 
vent you  from  doing  it. 

Mr.  Baied.  Ninety  per  cent  of  the  legislation  would  be  directed 
against  these  people  making  the  applications  for  these  rates. 

Mr.  Steeling.  What  do  you  mean  by  the  "  legislation  "  ? 

Mr.  Baied.  Consideration  of  the  rate  question,  not  legislation. 
That  is  a  misnomer.  I  mean  consideration  of  the  particular  fea- 
ture. Now,  90  per  cent  of  their  decisions  may  be  against  the  appli- 
cants. I  would  not  go  to  them  and  say,  "My  competitor  on  the 
railroad  side  has  done  this  and  that  to  you."  I  let  them  find  it  out 
from  some  other  source.  Nor  have  I  done  that  to  any  individual  or 
railroad  with  the  United  States  Steel  Corporation. 

The  Chaieman.  I  see;  you  would  be  giving  to  those  people  who 
are  industrially,  in  a  business  way,  associated  with  you  an  advan- 
tage over  those  gentlemen  who  are  associated  with  you  in  another 
way,  then,  on  the  railroad  side  ? 

Mr.  Baied.  I  do  not  quite  catch  you  on  that. 

The  Chaieman.  It  would  be  giving  to  these  industrial  concerns 
subsidiary  to  the  Steel  Corporation  an  advantage*  over  other  con- 
cerns'— this  intimate  knowledge  of  what  you  did  would  give  them 
an  advantage  over  other  concerns — which  had  no  such  means  of  ob- 
taining this  information? 

Mr.  Baied.  That  is  true. 

The  Chaieman.  Yes;  that  is  what  I  thought.  Now,  are  you  a 
member  of  the  Trunk  Line  Association  ? 

Mr.  Baied.  No,  sir. 

The  Chairman.  I  believe  you  snij  you  are  not  a  member  of  the 
Central  Freight  Association? 

Mr.  Baibd.  I  said  we  were. 

The  Chaieman.  Meetings  of  the  Central  Freight  Association  and 
of  the  Trunk  Line  Association  are  held  monthly,  are  they  not  ? 

Mr.  Bated.  No,  sir;  the  Central  Freight  Association  is  supposed 
to  have  its  meetings  bimonthly,  but  since  the  operation  of  the  Hep- 
burn law  and  the  amendments  to  it  they  have  probably  had  three 
or  four  meetings  per  annum,  for  the  reason  that  the  long-and-short- 
haul  clause  has  got  them  tied  up  so  carefully  that  they  can  not  make 
verv  many  changes  in  the  rates,  however  much  they  may  be  desired. 

The  Chaibjian.  They  have  no  such  meetings  to  consider  rate  ad- 
justments? ,.„        j^  ■,■  J.  ■  . 

Mr.  Baied.  They  do  as  between  ditferent  districts. 

The  Chaieman."  Your  company,  as  a  member  of  these  associations, 
has  a  voice  in  the  deliberations  on  those  classifications  in  these  asso- 
ciations, has  it  not? 
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Mr.  Baird.  We  have  no  voice  in  the  classification  matters  what- 
ever, unless  we  have  something  of  particular  interest,  and  I  go  to  the 
committee  and  appear  before  them,  the  same  as  I  am  appearing  here 
before  you  to-day,  to  tell  them  what  I  know  about  the  particular  sit- 
uation and  to  prevail  upon  them  to  see  it  in  my  manner  if  I  can. 

The  Chaiejiax.  Is  there  an  organization  of  the  Pittsburgh  district 
known  as  the  Pittsburgh  Freight  Association  ? 

Mr.  Baird.  There  is  the  Pittsburgh  Freight  Committee. .  That  is  a 
local  freight  committee  which  deals  with  the  local  situation  there, 
from  which  recommendations  go  to  the  freight  association.  Every 
location  has  its  own  local  committee. 

The  Chairman.  And  every  application  for  changes  is  made  to  this 
freight  committee? 

Mr.  Baird.  As  a  rule ;  yes,  sir. 

The  Chairman.  All  of  the  initial  lines  in  Pittsburgh  territory  are 
members  of  this  committee ;  is  that  true  ? 

Mr.  Baird.  Yes. 

The  Chairjian.  That  would  include  the  Bessemer  &  Lake  Erie? 

Mr.  Baird.  Yes. 

The  Chairman.  After  the  committee  has  deliberated  upon  ques- 
tions of  rates,  it  makes  recommendations  to  the  different  classification 
committees  of  the  association;  is  that  true? 

Mr.  Baird.  It  makes  its  recommendations,  and  if  it  was  a  classifica- 
tion matter  it  would  go  to  the  Trunk  Line  Association  and  the 
Central  Freight  Association  for  their  approval  and  promulgation  by 
the  classification  committee,  if  in  their  judgment  they  would  pass  it. 
There  are  a  great  many  considerations  which  enter  into  a  classifica- 
tion matter.  For  instance,  what  will  do  in  one  district  will  upset  the 
conditions  in  another  district;  so  that  they  have  to  do  it  from  the 
broadest  possible  standpoint,  for  instance,  as  to  what  the  general 
effect  of  a  rate  change  will  be  to  the  entire  territory  north  of  Mason 
and  Dixon's  line  and  north  of  the  Ohio  River,  and  to  the  Atlantic 
seaboard  and  the  Mississippi  River ;  that  territory  is  governed  by  the 
same  classification. 

The  Chairman.  You  have  previously  named  the  principal  ship- 
ping stations  of  the  Union  Railroad.  Will  you  say  if  Bessemer  is 
one  of  these? 

Mr.  Baird.  Yes. 

The  Chairman.  What  is  the  rate  from  Bessemer  to  New  Orleans  on 
articles  of  iron  and  steel? 

Mr.  Baird.  It  is  either  26  or  28  cents;  I  do  not  remember  which, 
definitely. 

The  Chairman.  Is  it  not  30  cents  per  100,  or  $6  a  ton  ? 

Mr.  Baird.  I  do  not  recollect.  It  was  26  cents  for  a  great  many 
years,  and  then  it  was  changed  to  28  cents,  and  whether  it  has  been 
changed  to  30  cents  I  do  not  recall. 

The  Chairman.  If  a  carload  shipment  of  iron  and  steel  products 
taking  the  30  cent  rate  from  Bessemer  was  shipped  via  the  Pittsburgh 
&  Lake  Erie,  the  Baltimore  &  Ohio,  or  the  Pennsylvania  lines,  what 
terminal  allowance  would  accrue  to  the  Union  Railroad  ? 

Mr.  Baird.  Fifteen  cents  a  ton. 

The  Chairman.  What  terminal  allowance  would  the  Union  Rail- 
road receive  on  a  similar  carload  shipment  moving  via  the  Wabash 
Pittsburgh  Terminal  and  the  Wabash  lines? 
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Mr.  Baikd.  Thirty-five  cents  a  ton. 

The  Chaieman.  And  if  it  was  shipped  by  the  way  of  the  Wabash 
lines  and  billed  as  over  the  Bessemer  &  Lake  Erie,  what  would  vou 
get?  ^ 

Mr.  Baihd.  That  is  an  impossible  condition.    It  would  never  exist 
The  Chairman.  Well,  if  such  a  thing  should  happen  to  be  done, 
you  would  get  15  cents  ? 

Mr.  Baird.  It  can  not  be  done.  There  is  no  use  saying  "  if,"  because 
it  can  not. 

The  Chairman.  And  why  can  it  not  ? 

Mr.  Baird.  Because  it  is  a  physical  impossibility. 

The  Chairman.  Have  you  not  stations  on  that  road? 

Mr.  Baird.  That  is  true,  but  we  have  nothing  to  do— our  agents 
only  handle  business  that  is  routed  out  via  the  Bessemer  &  Lake 
Erie,  and  not  the  traffic  that  originates  with  the  Union  going  to  the 
Wabash  direct. 

The  Chairman.  You  do  not  issue  any  bills  over  the  Union  Rail' 
Foad  ? 

Mr.  Baird.  No,  sir;  the  Union  has  no  agencies  whatever. 

The  Chairman.  Explain  how  you  keep  track  of  your  freights. 
You  do  not  issue  any  bills  over  that  road.  How  do  .you  do  it?  You 
issue  a  sort  of  receipt  for  a  car,  or  a  loaded  car,  or  whatever  you 
call  it? 

Mr.  Baird.  I  have  tried  several  times  to  explain  to  you  that  the 
Union  Railroad  merely  performs  a  switching  service.  They  have  a 
slip  or  running  card  which  conveys  the  information  that  the  car 
will  go  from  the  Homestead  mills  to  the  Wabash  Pittsburgh  Ter- 
minal, to  Mifflin  Junction;  the  shipping  order  is  turned  over  to  the 
ngent  of  the  Wabash  Terminal  Railroad  or  to  the  agent  of  any  other 
initial  line,  in  a  similar  manner,  who  immediately  issues  a  bill  of 
lading  to  the  shipper,  absolutely  regardless  of  the  Union  Railroad, 
and  then  waybills  the  freight,  and  the  Union  Railroad  knows  nothing 
about  it  whatever.  They  simply  transport  a  car  containing  60,000 
pounds  of  iron  to  the  junction  point  of  the  initial  road  for  the  com- 
l^ensation  of  15  cents  a  ton.    That  is  all  they  know  about  it. 

The  Chairman.  The  several  traffic  managers  of  the  Steel  Cor- 
poration hold  regular  and  frequent  conferences  with  respect  to 
traffic  matters,  do  they  not  ? 

Mr.  Baird.  I  believe  they  do ;  yes,  sir. 

The  Chairman.  Do  you  attend  these  meetings? 

Mr.  Baird.  I  do  when  it  is  convenient.  I  am  invited  to  attend 
when  it  is  convenient. 

The  Chairman.  I  hand  you  these  sheets.  These  are  Bessemer  & 
Lake  Erie  percentages,  sheets  Nos.  232,  242,  and  488.  I  will  ask 
you  if  all  of  these  sheets  include  Bessemer  as  a  Bessemer  &  Lake 
Erie  Railroad  Co.  station  ? 

Mr.  Baird.  Now,  we  have  got  into  the  record  about  a  dozen  times 
a  statement  that  those  stations  are  named  in  our  station  lists;  that 
we  print  complete  lists  of  all  of  our  stations  on  every  sheet  of  this 
character  for  the  information  of  our  agents,  and  we  show  from 
what  stations  the  percentages  do  apply  and  those  stations  from 
which  the  percentages  do  not  apply,  and  among  the  latter  are  Bes- 
semer, Best  Siding,  Briquette,  Duquesne,  Duquesne  Wharf,  East 
Pittsburgh,  Gascola,  Hall,  Homestead,  Mifflin  JuD'-.tion,  Mifflin  Mine 
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No.  1  and  Mifflin  ?.Iine  No.  2,  Monongahela  Junction,  Munhall, 
Kanldn 

The  Chairman.  I  am  just  asking  you  about  Bessemer.  I  do  not 
care  about  those  others. 

Mr.  Raird.  Well,  I  want  to  get  them  all  in.  We  might  as  well 
have  them  all. 

The.  Chairman.  Very  well. 

Mr.  Baikd.  River  Coal  Siding,  South  Duquesne,  Turtle  Creek, 
and  TTniversnl,  Pa.  Now,  those  stations  are  shown  as  Bessemer  & 
Lake  Erie  Railroad  stations,  and  in  any  percentage  arrangements 
working  out  via  northern  junctions  our  percentages  would  apply. 

Mr.  SrERLiNfi.  Would  apply  or  would  not? 

Mr.  Baikd.  Would  apply.  Now,  when  we  work  out  via  the 
Wabash  Pittsburgh  Terminal,  as  we  do  under  these  three  arrange- 
ments, sheets  Nos.  232,  242,  and  488,  those  stations  are  shown  as  not 
being  included  in  the  application  of  this  arrangement,  for  the  reason 
that  the  Wabash  Pittsburg  Terminal  have  their  own  physical  con- 
nection with  the  Union  Railroad,  and  take  the  business  direct  from 
the  Union  Railroad,  for  which  they  pay  to  the  Union  Railroad  35 
cents  a  ton  for  handling  the  empty  car  at  Mifflin  Junction  to  the  steel 
plant  and  the  loaded  car  back  from  the  steel  plant  to  Mifflin  Junction. 

The  Chaiil'^ian.  I  understand;  but  what  I  am  asking  you  now  is 
not  wliat  you  do,  but  what  that  division  sheet  shows;  that  division 
sheet  which  is  furnished,  I  believe,  to  the  Interstate  Commerce  Com- 
mission ? 

Mr.  Baird.  I  have  told  you  what  it  shows. 

The  CiiAHwcAN.  The  division  sheet  shows  a  published  rate  from 
these  stations. 

Mr.  Baird.  No,  sir;  I  beg  your  pardon,  it  carries  percentages.  It 
does  not  carry  any  rate. 

The  CiiATi!:'.iAN.  I  understand.  Let  me  get  through.  That  divi- 
sion sheet  does  show  that  the  Bessemer  &  Lake  Erie  Railroad  claims 
certain  percentages  from  those  stations,  does  it  not? 

jMr.  Baird.  Absolutely  not.  It  shows,  in  black  and  white,  in  plain 
English  language,  that  it  does  not  apply  from  those  stations. 

The  Chairjian.  All  right. 

Mr.  Baird.  On  the  other  hand,  our  printed  tariff  on  the  freight 
rate  west  will  show  that  these  routes  do  not  apply  via  that  junction. 
In  our  tariff  we  are  obliged  to  show  the  routes  over  which  the  rates? 
are  applicable. 

The  CnAimiAN.  Take  Rankin  Station.     I  will  ask  you  about  that. 

Mr.  Baird.  You  notice  opposite  Rankin  Station  there  is  a  little 
row  of  dots  under  the  caption  in  the  column  headed  "  Group."  That 
shows  that  it  does  not  apply  from  all  those  stations. 

The  Chairman.  There  is  a  large  black  dot,  a  large  ball,  before 
Rankin  Station,  and  down  here  at  the  bottom,  under  a  footnote,  I 
find  this : 

Shipments  ouly  wlieu  shipped  by  or  coiisigued  to  Caruegie  Steel  Co.  (Carrie 
furniuct.i  or  American  Steel  &  Wire  Co. 

What  does  that  mean? 

Mr'.  Baibd.  Our  terminal  railroad  serves  only  those  three  plants, 
but  other  roads  make  general  deliveries.  They  can  not  make  a  Pitts- 
burgh &  Lake.  Erie  delivery  at  Rankin,  so  that  we  must,  for  the  con- 
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venience  of  these  other  roads  working  under  that,  show  what  deliv- 
eries can  be  made  by  this  terminal  railroad.  It  is  a  matter  of  infor- 
mation only. 

The  Chairman.  Why  does  not  the  Union  Eailroad  publish  that 
rate  instead  of  having  it  published  by  the  Bessemer  &  Lake  Erie? 

Mr.  Baird.  Because  we  are  the  rate-making  power.  We  hold  their 
power  of  attorney  to  make  rates  from  those  stations.  That  power  of 
attorney  is  filed  with  the  Interstate  Commerce  Commission.  That 
is  the  wish  of  the  Interstate  Commerce  Commission — ^that  those  small 
roads  should  refrain  from  giving  out  concurrences  generally  and  giv- 
ing out  a  lot  of  tariffs  that  are  duplicated  by  the  other  initial  roads. 

Mr.  Eeed.  I  would  suggest  that  the  same  sort  of  power  of  attorney 
is  filed  by  the  other  roads. 

The  Chairman.  I  am  questioning  the  witness.  Let  the  witness 
state  it. 

Mr.  Eeed.  I  suggest  that  as  a  question  to  be  asked  by  the  chair- 
man of  the  witness. 

The  Chairman.  If  you  will  put  it  in  writing,  I  will  ask  it. 

Mr.  Baird,  who  are  these  several  traffic  managers,  and  what  plants 
of  the  Steel  Corporation  do  they  each  represent  1 

Mr.  Baird.  I  can  not  give  you  the  initials  of  all  of  the  gentlemen. 
I  can  give  you  the  surnames  and  the  companies  they  represent,  if  you 
wish  them. 

The  Chairman.  Give  me  the  names,  as  far  as  you  can. 

Mr.  Baird.  F.  T.  Bentley,  of  the  Illinois  Steel  Co.;  Mr.  L.  C. 
Biehler,  of  the  Carnegie  Steel  Co.  These  two  gentlemen  handle  the 
eastern  and  western  plants  of  the  Universal  Portland  Cement  Co. 

The  Chairman.  Is  Mr.  Louis,  traffic  manager  of  the  Elgin,  Joliet 
&  Eastern,  one  of  these  ? 

Mr.  Baird.  He  is  the  general  traffic  manager  of  the  Elgin,  Joliet  & 
Eastern  Eailway. 

The  Chairman.  He  is  one  of  them,  is  he  not  ? 

Mr.  Baird.  He  is  one  of  what? 

The  Chairjman.  He  is  one  of  the  traffic  managers  ? 

Mr.  Baird.  He  is  the  traffic  manager  of  the  Elgin,  Joliet  &  Eastern 
Eailway. 

The  Chairman.  He  has  the  same  rights  as  you  have  with  the  Bes- 
semer &  Lake  Erie  Eailway  ? 

Mr.  Baird.  The  general  rights  as  traffic  manager. 

The  Chairman.  Proceed. 

Mr.  Baird.  W.  O.  Davis,  of  the  American  Steel  &  Wire  Co. ;  J.  C. 
Coakley,  of  the  American  Steel  &  Wire  Co. ;  Mr.  Carey,  of  the  Ten- 
nessee Coal  &  Iron  Co. — I  do  not  recall  his  initials;  D.  N.  Bates, 
of  the  American  Steel  &  Wire  Co. ;  A.  F.  Mack,  of  the  Export  Co. ; 
Mr.  Porter,  of  the  Lorain  Steel  Co.;  Mr.  J.  F.  Townsend,  of  the 
National  Tube  Co. ;  C.  S.  Bellsterling,  of  the  American  Bridge  Co. ; 
A.  G.  Young,  of  the  American  Sheet  &  Tm  Plate  Co.  I  think  I  have 
given  them  aU,  Mr.  Chairman. 

The  Chairman.  Have  complaints  been  made  to  these  associations 
with  reference  to  excessive  railroad  rates  on  ore,  coke,  and  coal  ? 

Mr.  Baird.  They  have  nothing  to  do  with  the  rates  on  those  com- 
modities.   That  is  an  iadustrial  organization.    They  have  absolutely 
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no  connection  with  the  raih:oads  or  any  voice  in  the  rate  making 
therefor. 

The  Chairman.  But,  as  the  traffic  managers  of  these  various  rail- 
roads  1 

Mr.  Baird.  They  attend  to  the  traffic. 

The  Chairman.  I  am  returning,  now,  to  the  rate-making  associa- 
tion. 

Mr.  Baird.  These  people  are  not  a  rate-making  association;  they 
are  industrial  manufacturing  associations. 

The  Chairman.  I  understand  that,  but  I  am  now  simply  asking 
you  about  these  manufacturing  associations.  I  am  returning  now  to 
your  general  freight  association. 

Mr.  Baird.  To  the  railroad  association  ? 

The  Chairman.  To  the  railroad  association. 

Mr.  Baikd.  All  right. 

The  Chairman.  Have  complaints  been  made  of  excessive  railroad 
rates  on  ore,  coke,  and  coal  ? 

Mr.  Baird.  Not  to  any  association  that  I  Imow  of.  I  know  that 
complaints  have  been  offered  to  the  initial  roads  who  serve  the  vari- 
ous districts. 

The  Chairman.  These  complaints  have  been  renewed  very  recently, 
have  they  not  ? 

Mr.  Baird.  They  have;  yes,  sir. 

The  Chairman.  Do  you  know  of  any  such  complaints  from  any  of 
the  railroads  ? 

Mr.  Baird.  From  whom? 

The  Chairman.  From  whom  were  the  complaints?  Who  made 
them? 

Mr.  Baird.  They  were  made  from  some  independent  steel  manu- 
facturers and  furnace  operators  in  the  Shenango  Valley  district. 

The  Chairman.  Was  your  railroad,  the  Bessemer  &  Lake  Erie, 
represented  at  any  conferences  of  the  railroads  at  which  such  com- 
plaints were  made? 

Mr.  Baird.  I  was  present  at  a  meeting  where  the  committee  of 
manufacturers  representing  the  interests  of  the  Mahoning  and  She- 
nango Valley  districts  presented  their  case  to  the  initial  railroads, 
to  which  meeting  we  were  invited  for  the  reason  that  we  were  cor- 
respondingly affected  at  Pittsburgh  by  any  changes  that  might  be 
made  from  the  Mahoning  and  Shenango  Valley  districts. 

Mr.  YoTJNG.  Those  were  districts  that  you  did  not  serve  directly, 
yourself  ? 

Mr.  Baird.  We  have  only  one  finishing  mill  in  the  Shenango 
Valley.    That  is  a  merchant-bar  mill. 

Mr.  Eeed.  Do  you  mean  the  Steel  Corporation  ? 

Mr.  Young.  Yes. 

Mr.  Baird.  That  is  at  Shenango.  That  is  the  eastern  limit  of  the 
district. 

Mr.  Reed.  Your  railroad  does  serve  that  ? 

Mr.  Baird.  Yes ;  that  is  located  on  our  main  line. 

Mr.  Reed.  Excuse  me,  Mr.  Chairman,  for  interrupting. 

The  Chairman.  That  is  all  right.  Does  any  member  of  the  com- 
mittee care  to  ask  Mr.  Baird  any  further  questions? 

Mr.  Young.  Just  a  question  or  two.  On  this  large  map  which  you 
have  here  you  made  some  marks  showing  the  course  of  shipments 


UNITED   STATES   STEEL   C0E.POBATI0N.  2089 

from  Pittsburgh  or  from  North  Bessemer  west  to  St.  Louis  and  New 
Orleans,  and  so  on. 

Mr.  Baird.  That  was  simply  following  the  route  prescribed  in 
these  percentage  arrangements  which  the  chairman  has  put  in 
evidence. 

Mr.  Young.  Yes ;  I  understand  what  it  was. 

Mr.  Baird.  There  are  many  other  routes. 

Mr.  Young.  You  do  not  get  any  larger  rate  for  the  freight  that 
is  shipped  that  way  than  as  though  it  was  shipped  direct  west  from 
Pittsburgh,  do  you  ? 

Mr.  Baird.  No,  sir. 

Mr.  Young.  You  have  to  meet  the  rates  of  the  other  roads  ? 

Mr.  Baird.  We  have  to  meet  the  rate  that  is  made  by  the  direct 
lines. 

Mr.  Young.  Yes. 

Mr.  Baird.  And  then  in  the  division  of  that  rate,  the  division 
north  and  south  of  St.  Louis,  for  instance,  remains  the  same.  The 
subdivision  of  the  portion  north,  however,  would  be  between  at 
least  three  roads. 

Mr.  Young.  There  is  just  a  little  point  I  want  to  clear  up.  You 
meet  the  rate  of  the  other  road,  so  that  the  shipper  pays  no  more 
for  going  by  this  route  which  you  have  carried  out  than  he  would  if 
he  went  direct  from  Pittsburgh? 

Mr.  Baird.  He  pays  the  same,  identically;  otherwise  we  could  not 
obtain  the  business. 

Mr.  Young.  Yes;  and  the  fact  that  your  route  is  a  little  rounda- 
bout prevents  your  getting  but  a  very  small  proportion  of  this 
business  ? 

Mr.  Baied.  Yes. 

Mr.  Young.  So  that  it  is  an  infinitesimal  matter  ? 

Mr.  Baird.  It  is  not  worth  the  paper  that  those  arrangements  are 
printed  upon. 

Mr.  Young.  That  is  as  I  understood  it.  It  could  not  be  any  other 
way. 

The  Chairman.  You  publish  these  rates  and  give  them  out  to  the 
world,  about  traffic  which  you  never  expect  to  get  and  are  not 
seeking  ? 

Mr.  Baird.  Well,  but,  Mr.  Chairman,  altogether  we  have  five  hun- 
dred and  some  odd  different  traffic  arrangements  of  that  character. 
They  cover  every  part  of  the  United  States  as  much  as  they  can- 
not for  the  Pittsburgh  district,  but  for  all  points  on  our  line  which 
have  shipments  to  go  into  the  various  territories.  We  have  got  to  do 
the  same  as  any  other  railroad — provide  the  proper  facilities  for  the 
transportation  of  the  freight  offered  at  local  points  on  the  line  of 
our  road,  and  we  do  that.    We  cover  everything. 

The  Chairman.  I  want  the  witness  to  furnish  to  this  committee 
a  statement  of  the  tonnage  for  1909  and  1910 — a  statement  of  all 
freight  originating  on  the  Union  Railroad,  originating  in  the  mills 
of  the  United  States  Steel  Corporation  and  shipped  over  the  Wa- 
bash Terminal  and  that  shipped  over  other  roads. 

Also  a  statement  showing  what  per  cent  of  this  freight,  or  what 
proportion  of  it,  was  billed  as  over  the  Bessemer  &  Lake  Erie 
Road  or  the  Pittsburgh,  Bessemer  &  Lake  Erie  Road. 
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That  is,  the  committee  wants  a  statement  of  the  freight  originating 
in  the  plants  of  the  Steel  Corporation  shipped  over  the  Wabash 
Terminal  by  way  of  Mifflin  Junction,  and  rated  as  shipped,  and  that 
which  was  rated  as  if  it  had  passed  over  the  rails  of  the  Bessemer  & 
Lake  Erie. 

Mr.  Eeed.  Do  you  understand  that,  Mr.  Baird  ? 

Mr.  Baied.  I  absolutely  do  not.  That,  I  think,  is  a  physical 
impossibility. 

The  Chairman.  Carload  lots? 

Mr.  Baird.  That  means  a  revision  of  50,000  to  100,000  waybills. 

The  Chairman.  I  know  it. 

Mr.  Baird.  Do  you  understand  that? 

The  Chairman.  Yes ;  every  other  railroad  in  the  United  States  is 
doing  it  of  whom  we  have  made  a  request. 

Mr.  Baird.  Is  the  Pennsylvania  Eailroad  doing  it? 

The  Chairman.  Yes.  They  are  doing  it  at  a  cost  of  $40,000  to 
themselves ;  not  the  Pennsylvania,  but  all  of  these  roads. 

Mr.  Baird.  If  you  could  give  us  the  benefit  of  the  figures  which 
you  have  from  the  other  railroads  and  let  us  work  out  the  remain- 
der, then  it  would  save  us  a  whole  lot  of  work. 

The  Chairman.  We  have  not  those  figures  at  hand. 

Mr.  Young.  Have  we  ever  received  them  ?  I  never  heard  of  them 
before. 

The  Chairman.  No;  they  are  preparing  them  now. 

Mr.  Young.  At  whose  request? 

The  Chairman.  At  the  request  of  the  chairman  of  the  committee. 

Mr.  Baifd.  It  would  cost  us  several  thousand  dollars  to  do  that, 
and  I  would  not  assume  the  responsibility  of  saying  we  would  do  it. 
It  is  a  big  task. 

The  Chairjian.  I  know  it  is  a  big  task,  but  it  will  not  take  much 
if  this  is  only  an  infinitesimal  part  of  the  business  of  your  road. 

Mr.  Baird.  But  you  have  got  to  go  through  all  this  business  to 
pick  it  out. 

The  Chairman.  Of  course  you  have. 

Mr.  Baird.  You  would  have  to  go  through  all  the  billing  to  get  it. 

Mr.  Reed.  When  does  the  chairman  want  this  information? 

The  Chairman.  Within  30  days,  or  60  days. 

Mr.  Eeed.  Can  it  be  done  within  that  time,  Mr.  Baird? 

Mr.  Baird.  If  they  are  prepared  to  employ  a  special  corps  of 
clerks.  They  have  got  to  have  additional  clerks  to  do  it.  There 
wiU  be  at  least  100,000  waybills  to  revise.  I  do  not  believe  that  it  is 
physically  possible. 

Mr.  Eeed.  My  information  is  that  when  the  Pennsylvania  Eailroad 
was  asked  for  that  information  it  said  that  it  would  take  100  clerks 
eight  weeks  to  answer  the  chairman's  question. 

The  Chairman.  I  know  that  it  will  take  some  time. 

Mr.  Eeed.  And  they  said  that  it  was  impossible. 

The  Chairman.  I  want  to  know  what  this  business  is. 

Mr.  Baird.  Let  us  substitute  for  that,  that  you  may  send  one  of 
your  representatives  there,  Mr.  Chairman,  and  we  will  show  him 
everything  we  have,  and  let  him  go  over  it. 

The  Chairman.  You  know  I  have  only  a  pitiful  little  appropria- 
tion of  $25,000. 
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Mr.  Baied.  I  know  that  our  i)resident  would  not  like  to  spend  sev- 
eral thousand  dollars  to  elicit  information  of  that  character,  and  I 
know  he  would  throw  our  records  wide  open  to  you  for  that  infor- 
mation. 

The  Chaibman.  But  it  is  available?     You  can  get  it? 

Mr.  Baied.  It  can  be  gotten  by  the  expenditure  of  an  immense 
amount  of  money  for  what  is  involved. 

The  Chaibman.  There  is  a  good  deal  involved. 

Mr.  Baibd.  If  you  wiU  make  a  request  of  the  "Wabash-Pittsburgh 
Terminal  to  furnish  that  information,  it  would  save  a  good  deal. 
They  have  the  iaformation  segregated  in  their  accounts,  so  that  it 
would  be  a  much  smaller  proposition.  But  to  go  through  the  way- 
bUling  covering  the  aggregate  of  all  the  business  that  went  out  from 
these  mills  over  one  railroad  would  be  a  great  task;  $10,000  would 
not  cover  the  expense. 

The  Chairman.  I  will  make  the  request  of  both  of  you. 

Mr.  Young.  Let  us  hear  that  statement  again. 

(The  stenographer  read  the  request  of  the  chairman,  in  part,  as 
follows:) 

The  Chaibman.  I  want  the  witness  to  furnish  to  this  committee  a  statement 
of  the  tonnage  for  1909  and  1910 — a  statement  of  all  freight  originating  on  the 
Union  Railroad,  originating  in  the  mills  of  the  United  States  Steel  Corporation 
and  shipped  over  the  Wabash  Terminal  and  that  shipped  over  other  roads. 

Mr.  Young.  Stop  right  there.  I  want  to  suggest  to  the  chairman 
that  this  is  not  the  proper  witness  to  ask  for  that  statement.  This 
is  a  request  for  information  as  to  shipments  over  the  Wabash  Ter- 
minal which  never  touch  his  road  at  all.  The  latter  part  of  the 
question  relates  to  something  else. 

The  Chairman.  I  will  dictate  it  again.    Cut  that  out. 

I  want  all  freight  tendered  by  the  United  States  Steel  Corporation 
originating — the  same  freight  originating — with  the  Union  Rail- 
road for  these  years  (1909  and  1910)  ;  a  statement  of  what  amount 
of  it  is  shipped  over  the  Wabash  Terminal  by  way  of  Mifflin  Junc- 
tion and  billed  as  it  is  shipped. 

I  want  a  statement  of  all  freight  originating  in  the  same  way  and 
shipped  in  the  same  way,  and  billed  as  shipped  by  the  Bessemer  & 
Lake  Erie. 

I  want  a  statement  of  all  freight  originating  in  the  same  way  and 
shipped  over  other  roads  having  physical  connection  with  the  Union 
Railroad. 

Now  you  have  got  it. 

Mr.  Gardner.  Does  this  gentleman  represent  the  Union  Railroad  ? 

Mr.  Reed.  Mr.  Chairman 

Mr.  Young.  Just  a  moment.  As  I  understand  this  question,  the 
only  part  of  it  with  which  this  Bessemer  &  Lake  Erie  Railroad 
would  have  to  do,  if  any,  is  the  freight  which  originates  in  the 
plants  of  the  United  States  Steel  Corporation,  is  shipped  over  the 
Union  Railroad  and  the  Wabash  Terminal,  and  billed  as  being 
shipped  over  the  Bessemer  &  Lake  Erie  road.  That  which  is  actu- 
ally shipped  over  the  Wabash  Terminal,  I  do  not  see  how  it  concerns 
this  road  or  how  they  can  be  expected  to  furnish  that  information. 
If  any  of  it  has  been  billed  over  that  road  by  any  arrangement,  that 
is  different. 
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Mr.  Reed.  I  think  the  witness  can  give  an  answer  to  the  second 
statement  of  the  chairman  right  now,  because  he  has  already  testi- 
fied at  least  half  a  dozen  times  that  no  freight  originating  on  the 
Union  Railroad  and  passing  thence  to  the  Wabash  Pittsburg  Ter- 
minal by  way  of  Mifnin  Junction  is  ever  billed  as  coming  from  the 
Bessemer  Railroad. 

Mr.  Baied.  Exactly. 

Mr.  Reed.  So  that  that  statement  is  furnished  now.  The  other 
question  calls  for  a  statement  from  the  Union  Railroad,  with  which 
this  witness,  who  is  an  employee  of  the  Bessemer  &  Lake  Erie,  has 
nothing  to  do. 

Mr.  Young.  It  seems  to  me  you  ought  to  get  the  representatives  of 
the  Union  road  and  the  Wabash  Terminal  if  you  want  to  get  that 
information. 

Mr.  Gardner.  I  suggest  that  this  question  be  brought  up  in  execu- 
tive session,  Mr.  Chairman.  We  do  not  want  to  ask  unreasonable 
things  unless  we  find  they  are  very  important,  and  I  do  not  think 
that  the  chairman  ought  to  say  that  this  committee  will  issue  a  proc- 
ess involving  the  expenditure  of  that  amount  of  money  without 
special  consideration. 

The  Chairman.  What  is  the  name  of  the  traffic  manager  of  the 
Union  Railroad? 

Mr.  Baird.  Mr.  George  E.  Campbell  is  the  traffic  manager  of  the 
Union  Railroad. 

The  Chairman.  What  is  his  address? 

Mr.  Baikd.  The  Carnegie  Building,  Pittsburgh,  Pa. 

The  Chairman.  Are  there  any  other  questions  you  want  to  ask 
the  Avitness? 

Mr.  Reed.  I  might  say  to  the  chairman  that  his  last  statement  is 
more  easily  understood  by  us  as  to  what  he  wants.  We  will  furnish 
the  answer  to  the  second  of  the  three  statements  orally.  As  to  the 
first  and  the  third  we  will  make  inquiries  to  ascertain  how  long  it  will 
take  to  prepare  and  submit  to  the  committee  the  matters  requested, 
and  what  the  expense  of  preparation  will  be,  if  it  is  any  very  large 
amount. 

The  Chairman.  And  you  might  make  that  request  of  the  traffic 
manager  of  the  Wabash  Terminal.  Do  you  know  the  name,  Mr. 
Baird,  of  the  traffic  manager  of  the  Wabash  Terminal  ? 

Mr.  Baird.  ^Ir.  S.  P.  Woodside  is  their  traffic  manager. 

The  Chairbian.  What  is  his  address? 

Mr.  Baird.  Wixbash  Terminal  Building,  Pittsburgh,  Pa. 

Mr.  Reed.  We  ought  to  be  able  to  communicate  with  Mr.  Camp- 
bell, the  traffic  manager  of  the  Union  Railroad,  by  to-morrow  morn- 
ing, and  we  can  then  advise  the  committee  whether  that  information 
can  be  gotten  out  speedil}'. 

The  Chairjian.  Do  other  manufacturers  or  producers  of  steel  ship 
over  this  Pittsburgh  Terminal  besides  the  jjlants  of  the  United 
States  Steel  Corporation? 

Mr.  Baied.  You  mean  the  Wabash  Pittsburgh  Terminal? 

The  Chaiejian.  Yes. 

^Ir.  Baird.  Yes,  sir;  I  understand  they  do.  I  do  not  know  defi- 
nitely. They  have  a  switching  arrangement  with  the  Pittsburgh  & 
Lake  Erie  which  gives  them  access  to  plants  not  only  on  their  own 
line,  but  to  tliose  plants  reached  by  the  Pittsburgh  &  Lake  Erie. 
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The  Chairman.  What  steel  companies  ship  over  it  besides  the 
United  States  Steel  CorjDoration  ? 

Mr.  Baird.  I  have  no  laiowledge  at  all,  Mr.  Chairman.  I  have  no 
vray  of  knowing  that.  I  just  simply  know  what  their  arrangements 
are  there  and  that  they  are  accessible  to  all  plants  on  the  Pittsburgh 
&  Lake  Erie  Eailroad. 

The  Chairman.  The  other  steel-producing  concerns  can  make 
physical  connection  with  this  Wabash  Pittsburgh  Terminal? 

Mr.  Baird.  It  would  be  very  difficult.  The  construction  of  that 
road  is  such  that  it  comes  into  the  city  proper  through  a  long  tunnel, 
and  thence  from  Hillside  across  a  high  bridge  across  the  Monon- 
gahela  River  into  the  terminal  depot. 

Mr.  Reed.  T  think  the  witness  did  not  understand  the  chairman's 
question. 

The  Chairman.  I  say  other  steel-producing  concerns  in  the  Pitts- 
burgh district  can  make  physical  connection  with  the  Wabash  Pitts- 
burgh Terminal? 

Mr.  Baird.  Through  the  medium  of 

The  Chairman  (interposing).  Of  other  railroads? 

Mr.  Baird.  Yes;  through  the  medium  of  other  railroads. 

Mr.  Beall.  Mr.  Baird.  I  want  to  ask  one  or  two  questions. 

Does  the  Bessemer  &  Lake  Erie  Railroad,  through  any  artifice, 
any  subterfuge,  in  anj'  way  share  in  the  division  of  the  freight 
charges  upon  freight  originating  on  the  Union  line  and  transferred 
over  to  that  Wabash  Pittsburgh  Terminal? 

Mr.  Baird.  Absolutely  not.  They  never  hear  of  such  a  transac- 
tion at  all.  It  is  as  foreign  to  our  road  as  though  the  transaction 
were  in  Chicago. 

Mr.  Beall.  In  the  conduct  of  the  business  of  that  railroad  does  it 
ever  happen  or  has  it  ever  happened,  within  your  knowledge,  that 
any  freight  was  billed  over  a  certain  route  and  then  sent  over  some 
other  route,  not  over  your  road? 

Mr.  Baird.  Not  to  my  personal  knowledge.  Of  course,  in  the 
exigencies  of  a  business  of  that  magnitude,  there  are  occasionally 
cars  diverted  by  the  transportation  'departments,  which  subsequently 
are  rebilled. 

Mr.  Beall.  Is  it  a  practice 

Mr.  Baird  (interrupting).  Oh,  no. 

Mr.  Beall.  Is  it  a  practice  of  your  agents,  on  your  own  line,  to 
bill  cars  over  the  Bessemer  &  Lake  Erie  road  to  some  destination 
far  away  and  then  ship  them  over  this  Wabash  Pittsburgh  Terminal  ? 

Mr.  Baird.  No,  sir ;  they  do  not  represent  the  Wabash  Pittsburgh 
Terminal  at  all.  The  Wabash  Pittsburgh  Terminal  had  their  own 
agents  at  the  same  points. 

Mr.  Beall.  I  understand;  but  there  is  no  agreement,  no  arrange- 
ment, no  subterfuge,  within  your  knowledge,  by  which  any  of  those 
practices  are  permitted? 

Mr.  Baird.  Absolutely  no  such  arrangement  or  practice,  I  will  say. 
The  shippers  route  their  freight  and  the  railroads  carry  it  by  the 
routes  they  prescribe,  and  that  is  the  power  given  to  the  shippers  by 
Federal  law,  to  so  route  their  freight. 

The  Chairman.  We  will  have  a  different  phase  of  this  question 
to-morrow,  and  I  suggest  that  the  committee  adjourn  at  this  time 
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to  meet  in  the  morning  at  10.30,  if  it  will  suit  the  convenience  of  the 
committee. 

Mr.  Sterling.  Will  the  chairman  suggest  what  will  be  the  charac- 
ter of  the  examination  to-morrow? 

The  Chairman.  The  Birmingham  situation. 

Mr.  Young.  The  transportation  situation? 

The  Chairman.  The  transportation  situation  at  Birmingham. 

Several  of  those  witnesses  are  summoned  to  come  here  in  the  morn- 
ing. They  were  going  to  be  here  to-day,  but  were  necessarily  de- 
layed, and  tliey  were  notified  to  be  here  in  the  morning.  They  have 
plenty  of  time  to  appear  at  that  time. 

Mr.  Young.  Mr.  Baird,  I  think  you  stated,  did  you  not,  that  pre- 
vious to  the  time  that  your  corporation  took  over  this  railroad,  some 
little  time  previously,  the  rate  on  ore  from  Conneaut  to  Pittsburgh 
or  to  North  Bessemer  was  $1.18? 

Mr.  Baird.  $1.18  from  Conneaut  to  the  various  furnaces  at  Bes- 
semer and  Munhall. 

Mr.  Young.  Was  this  reduction  to  96  cents  made  at  once? 

Mr.  Baird.  No.  It  went  to  $1.14  first,  and  I  think  then  to  $1.04, 
and  then  to  96  cents,  or  something  like  that. 

Mr.  Young.  So  it  has  been  a  steady  reduction? 

Mr.  Baird.  Yes,  sir;  in  the  process  of  time. 

Mr.  Young.  It  has  never  been  raised  after  it  had  dropped  a  cer- 
tain amount? 

Mr.  Baird.  No,  sir.  In  1893  it  was  $1.15 ;  in  189.5  it  was  $1.18,  and 
then  gradually  was  reduced  to  the  present-day  rate  of  96  cents. 

Mr.  Yodkg.  That  is  all,  Mr.  Chairman. 

(Witness  excused.) 

I'he  Chairman.  We  are  very  grateful  to  all  of  you  gentlemen,  and 
you  will  all  be  here  in  the  morning  at  half  past  10  o'clock.  ,  The 
committee  will  now  stand  adjourned  until  that  time. 

(Thereupon,  at  3.25  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Thursday,  December  14,  1911,  at  10.30  o'clock  a.  m.) 
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Committee  on  Investigation  of  the 

United  States  S'pbel  Cobpoeatio]>t, 

House  or  REPiqESENTATrvES, 
Thursday,  Deeemiber  H,  1911. 

Pursuant  to  adjourninent  the  cpmmittee  met  at  10,30  o'clock  a.  m., 
Hon.  Augustus  O.  Stanley  (chairman)  presiding. 

(Mr.  W.  A.  Colston,  of  Louisville,  Ky.,  appeared  as  counsel  for  the 
witnesses  A.  K.  Smith  and  C.  B.  Compton.) 

Mr.  Young.  Mr.  Chairman,  yesterday  we  had  quite  a  long  exami- 
nation ip  regard  to  ta,riff  sheets  Nos.  232,  242,  and  488.  If  those  were 
not  formally  offered  in  evidence,  I  think  they  ought  to  be  at  this 
time. 

The  Chairman.  I  think  they  were. 

Mr.  Young.  I  think  a  good  deal  of  the  examination  will  not  be 
intelligent  without  the  sheets  themselves. 

The  Chairman.  In  the  event  traffic  sheets  Nos.  232,  242,  and  488 
have  not  been  heretofore  formally  offered  in  evidence,  they  are  now 
offered,  and  the  stenographer  is  authorized  to  insert  them  in  the 
proceedings  of  the  committee  of  yesterday's  hearing  at  such  place 
as  they  may  be  relevant. 

If  the  committee  is  ready,  we  will  call  Mr.  Smith. 

STATEMENT  OF  MR.  A.  R.  SMITH. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  CH4IB31A.N.  Mr.  Smith,  are  you  connected  in  any  way  with 
the  Louisville  &  Nashville  Eailroad  Co.  ? 

Mr.  Smith.  I  am  third  vice  president,  in  charge  of  traffic. 

The  Chairman.  How  long  have  you  been  so  employed  ? 

Mr.  (Smith.  Since  August  1,  1905. 

The  Chairman.  Does  the  LouisvUle  &  NashvUle  Eailroad  reach 
what  is  known  as  the  Birmingham  district? 

Mr.  Smith.  Yes,  sir. 

The  Chairman.  You  are  in  charge  of  traffic  from  that  district 
over  that  road  ? 

Mr.  Smith.  In  general  charge ;  yes,  sir. 

The  Chairman.  What  are  the  principal  consuming  markets  of 
pig-iron  bars  made  from  Alabama  ores  and  reached  by  the  Louis- 
ville &  Nashville  Eailroad  ? 

Mr.  Smith.  The  territory  on  and  north  of  the  Ohio  Eiver  and 
west  of  the  Pittsburgh-Buffalo  zone.     The  principal  markets  con- 
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suming  pig-iron  shipments  are  in  that  territory.  The  steel  rails  and 
other  steel  products  are  probably  consumed  largely  by  the  southern 
roads,  and  an  any  event  they  move  in  various  directions.  I  could 
not  say  which  is  the  principal  territory  of  distribution. 

The  Chaieman.  What  are  the  principal  consuming  markets  that 
you  reach  through  other  connections  east  of  Birmingham  ? 

Mr.  Smith.  The  Louisville  &  Nashville  does  not  handle  a  great 
deal  of  pig  iron  eastward,  but  what  it  does  handle,  I  should  think, 
moves  to  the  interior  east  rather  than  to  the  coast  territory. 

The  Chairman.  I  wish  you  would  explain  to  the  committee  what 
is  meant  by  the  Birmingham  group,  and  what  producers  of  pig  iron 
and  bar  iron  are  located  therein.  You  may  explain  on  the  map,  if 
you  care  to. 

Mr.  Smith.  The  points  in  the  district  usually  referred  to  as  district 
points,  or  Birmingham  group  points,  are 

The  Chairman  (interposing).  I  will  ask  you  right  at  that  point, 
so  the  committee  may  have  a  clear  understanding  of  this,  where 
Birmingham  is  located  and  what  region  this  map  covers,  which  you 
are  about  to  explain  to  the  committee,  and  to  what  scale  the  map  is 
drawn,  and  the  zones  showing  such  distances  as  are  shown  there, 
where  they  are  from,  and  so  forth. 

Mr.  Smith.  This  is  a  map  of  the  so-called  Birmingham  district  and 
vicinity,  located  in  northern  central  Alabama. 

The  Chairman.  Does  it  include  what  is  called  the  Birmingham 
group  ? 

Mr.  Smith.  It  includes  the  whole  Birmingham  group,  the  points 
in  the  Birmingham  group,  Mr.  Chairman,  being  Birmingham  proper, 
Boyles,  North  Birmingham,  East  Thomas,  Thomas,  Pratt  City, 
Ensley,  Corey  being  a  portion  of  Ensley  and  being  in  the  switching 
limits  of  Ensley,  and  Bessemer.  I  do  not  know  on  what  scale  th^  map 
is  drawn,  but  to  give  you  an  idea 

The  Chairman  (interposing).  There  are  lines  there  marked  5  miles 
and  10  miles ;  what  do  those  indicate  ? 

Mr.  SIviiTH.  Those  indicate  the  miles  distant  from  the  center  of 
Birmingham.  Here  is  the  5-mile  line  [indicating]  and  here  is  the 
10-mile  line  [indicating]. 

Mr.  Gardner.  That  is  the  radius  of  5  miles  and  10  miles  ? 

Mr.  Smith.  Yes,  sir.  These  railroads  which  you  see  on  the  map 
are  the  lines  of  the  Louisville  &  Nashville,  the  Alabama  &  Great 
Southern,  the  Central  of  Georgia,  the  Southern  Railway,  the  Atlanta, 
Birmingham  &  Atlantic,  the  St.  Louis  &  San  Francisco,  and  the 
Birmihgham  Southern.  In  addition  to  that  the  Mobile  &  Ohio  and 
the  Illinois  Central  Railroads  have  entrance  into  Birmingham  over 
the  rails  of  other  lines. 

This  [indicating]  is  the  upper  red-ore  district  in  the  vicinity  of 
Birmingham. 

Mr.  Gardner.  Indicate  that  by  stating  it  so  the  record  wiU  show 
what  it  is. 

Mr.  Smith.  It  is  to  the  south  or  partially  to  the  southwest  of 
Birmingham.  The  principal  coal  seams  in  the  vicinity  of  Birming- 
ham are  the  Pratt  seams,  running  along  in  that  direction  [indicat- 
ing], with  the  Mary  Lee  seam  here  [indicating]. 

Mr.  Gardner.  Taking  that  heavy  line,  what  does  that  indicate  on 
the  map? 
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Mr.  Smith.  From  Ensley  to  West  Bessemer  there  are  four  railroads 
paraileling,  the  Birmingham  Southern,  the  LouisviUe  &  Nashville, 
the  Alabama  Great  Southern,  and  the  St.  Louis  &  San  Francisco.  I 
should  say  instead  of  the  Alabama  Great  Southern,  it  is  a  joint  track 

rf  u    ^^"^^^  Grreat  Southern  and  the  Southern  Kailway  Co. 

The  Chaieman.  The  ore  regions  lie  to  the  south  and  west  of  those 
parallel  lines  of  road  which  you  have  mentioned,  and  the  coal  regions 
lie  to  the  north  and  east  of  them  ? 

Mr.  Smith.  I  have  gotten  that  reversed.  It  is  south  and  east  for 
the  ore,  and  for  the  coal  it  is  west  and  a  trifle  to  the  north. 

Mr.  Gaednee.  You  say  that  the  ore  is  to  the  south  and  east  of 
Birmingham  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Gaednee.  Or  south  and  west  of  the  railroad? 

Mr.  Smith.  South  and  east  of  this  district. 
_  The  Chaieman.  What  ore  region  is  that  indicated  by  those  other 
lines?    Name  some  of  the  places  to  the  south  and  west  of  the  further- 
est  westward  line  running  parallel  with  your  railroad. 

Mr.  Smith.  They  are  aU  red  ore.  This  [indicating]  is  called  the 
Muscoda  group ;  this  [indicating]  is  the  Fossil  group ;  and  this  [in- 
dicating] is  the  Ishkooda  group.  Presumptively  the  Ishkooda  ex- 
tends well  up  here  [indicating] .  The  ore  follows  out  to  about  where 
the  end  of  this  pointer  is  [indicating] . 

The  Chaieman.  What  is  the  extent  and  location  of  the  Atlanta, 
Birmingham  &  Atlantic  Railroad,  and  by  whom  is  it  now  operated  ? 

Mr.  Smith,  The  Atlanta,  Birmingham  &  Atlantic  Railroad  as 
shown  on  this  map  operates  from  a  point  in  Birmingham  proper, 
between  the  main  lines  of  the  Alabama  Great  Southern  Railroad 
and  the  mineral  belt  lines  I  have  heretofore  described,  to  Bessemer, 
and  thence  on  to  Brunswick,  Ga.  It  has  a  main  branch  from  a 
point  in  Georgia  called  Manchester  to  Atlanta.  The  road,  as  I 
understand  it,  is  in  the  hands  of  receivers,  being  under  the  juris- 
diction of  the  United  States  court. 

The  Chaieman.  When  and  by  whom  and  for  what  purpose  was 
the  Birmingham  Southern  Railroad  constructed? 

Mr.  Smith.  The  first  portion  of  the  line  of  what  is  now  known 
as  the  Birmingham  Southern  was  built  in  the  neighborhood  of  40 
years  ago,  from  Pratt  City,  where  the  first  openings  in  the  Pratt 
coal  seam  were,  through  what  is  now  Thomas,  and  East  Thomas  to 
a  point  in  the  southern  side  of  Birmingham,  where  it  joined  the 
two  trimk  lines  then  in  existence,  the  Alabama  Great  Southern  and 
the  Louisville  &  Nashville.  Subsequently  the  Tennessee  Coal,  Iron 
&  Railroad  Co.  bought  the  properties  in  Alabama,  first  at  Oxmoor 
here  [indicating]  and  at  this  furnace  called  the  Alice  furnace.  They 
began  the  construction  of  a  large  furnace  plant  at  Ensley,  and  they 
connected  the  Ensley  facilities  or  the  Ensley  plant  with  this  old 
Pratt  Railroad  which  they  had  controlled. 

The  Tennessee  Coal,  Iron  &  Railroad  Co.  subsequently  built  a 
line  down  to  Wylam  here  [indicating  on  map].  They  built  a  branch 
out  along  the  coal  outcrop  to  Stockton.  Those  roads  in  that 
vicinity  were  the  roads  at  Oxmoor,  which  were  purely  plant  switches, 
and  a  railroad  which  they  had  controlled  or  built  in  the  Blockton 
(Ala.)  region,  much  below  this,  were  sold  to  the  Louisville  &  Nash- 
ville Railroad  and  the  Southern  Railway  in  1889.    The  two  trunk 
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lines  which  purchased  it  began  to  operate  or  haul  in  the  vicinity 
of  Birmingham  and  Ensley  ror  the  joint  benefit  of  the  other  trunk 
lines. 

In  June,  1906,  the  Birmingham  Southern  road,  which  had  come 
into  existence  for  the  purpose  of  being  sold  as  a  trunk  line,  was 
sold  back  to  the  Tennessee  Coal,  Iron  &  Eailroad  Coi,  less  the  lines 
in  the  vicinity  of  Blockton,  which  are  yet  in  the  control  of  the  Louis- 
ville &  Nashville  and  the  Southern. 

Mr.  YotTNG.  When  did  you  say  that  sale  back  to  the  Tennessee 
Coal,  Iron  &  Railroad  Co.  took  place? 

Mr.  Smith.  In  June,  1906;  at  least,  the  road  was  turned  back 
officially  July  1,  1906. 

Mr.  Gardneb.  What  year  did  you  say? 

Mr.  Reed.  1906. 

The  Chairman.  By  whom  is  that  road  now  operated? 

Mr.  Smith.  It  is  operated  by  the  Tennessee  Goal,  Iron  &  Railroad 
Co. 

The  Chairman.  What  is  the  extent  of  this  Birmingham  Southern 
Railroad,  and  for  what  purpose  is  it  now  operated? 

Mr.  Smith.  In  addition  to  the  lines  I  have  already  described, 
the  Tennessee  Coal,  Iron  &  Railroad  Co.  has  built  extensioas  to 
Sharon  Hill,  to  Bayview,  and  from  Ensley  to  a  point  in  the  vicinity 
of  Bessemer  called  West  Bessemer  or  Bessemer  Junction.  It  has 
trackage  rights  over  the  Atlanta,  Birmingham  &  Atlantic  Railroad 
for  perhaps  a  mile  and  a  half  or  2  miles,  by  which  it  reaches  these 
furnaces  in  the  Bessemer  district. 

Mr.  Reed.  All  of  that  road  is  operated  by  the  Birmingham 
Southern,  is  it  not  ? 

Mr.  Smith.  Yes.  The  road,  as  you  will  observe,  is  between  the 
plants  at  Bessemer,  Ensley,  and  Birmin^am,  with  branches  to 
other  plants  of  the  Tennessee  Coal,  Iron  &  Railroad  Co. 

The  Chairman.  Do  you  know  who  owns  the  stocks  and  bonds  of 
the  Birmingham  Southern  Railroad  Co.? 

Mr.  Smith.  According  to  my  information,  it  is  the  Tennessee 
Coal,  Iron  &  Railroad  Co. 

The  Chairman.  Explain  the  function  of  this  road,  the  character 
of  freight  that  it  carries,  for  whom  it  carries,  and  how  it  carries. 

Mr.  Smith.  The  main  traffic  of  the  Birmingham  Southern,  accord- 
ing to  my  information,  is  that  of  the  Tennessee  Coal,  Iron  &  Rail- 
road Co.  It  has  located  on  it  some  so-called  independent  indus- 
tries— and  by  that  term  I  mean  industries  which  have  no  direct 
connection  with  the  Tennessee  Coal,  Iron  &  Railroad  Co. — and  per- 
forms certain  switching  or  perhaps  certain  road  services  for  those 
independent  concerns. 

Mr.  Gardner.  Independent  ?    What  sort  of  companies  are  they ! 

Mr.  Smith.  By  that  term  I  mean  industries  which  have  no  direct 
connection  with  and  which  are  not  under  the  control  of  the  Ten- 
nessee Coal,  Iron  &  Railroad  Co. 

Mr.  Gardner.  Are  they  iron  industries  or  coal  industries  or  steel 
industries,  or  what  sort  of  industries  are  they  ? 

Mr.  Smith.  They  are  miscellaneous.  I  do  not  think  there  is  any 
coal  company,  barring,  perhaps,  coal  sales  yards.  There  may  be  an 
iron  industry  or  two ;  I  do  not  at  the  moment  recall. 
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The  Chairman.  What  concern  in  this  Birmingham  district- 


Mr.  Smith  (interposing).  Pardon  me  a  moment.  In  answer  to  the 
previous  question  of  Mr.  Gardner,  permit  me  to  say  that  at  this  point 
[indicating],  Thomas,  is  located  the  furnace  plant  of  the  Republic 
Iron  &  Steel  Co.  It  is  quite  probable  the  Tennessee  Coal,  Iron  & 
Eailroad  Co.  performs  some  service  for  the  Republic  Iron  &  Steel  Co. 
To  what  extent,  I  do  not  know. 

The  Chakman.  What  concern  is  the  largest  shipper  of  traffic  from 
the  Birmingham  group,  and  what  percentage  of  the  total  traffic  origi- 
nated by  the  furnaces  and  iron  companies  of  the  Birmingham  group 
does  it  produce  ? 

Mr.  Smith.  The  Tennessee  Coal,  Iron  &  Railroad  Co.  is  the  largest 
individual  shipper  in  the  district.  We  have  estimated  that,  as  com- 
pared with  all  of  the  furnace  companies,  it  does  approximately  60 
per  cent. 

The  Chairman.  Is  the  Birmingham  Southern  a  common  carrier 
in  the  sense  in  which  that  term  is  applied  to  its  connecting  lines? 
Is  it  a  common  carrier  in  the  sense  that  the  connecting  lines  are  com- 
mon carriers  to  which  it  tenders  freight? 

Mr.  Reed.  Does  the  chairman  mean  those  which  carry  railroad 
cars  and  transport  freight  ? 

The  Chairman.  I  want  him  to  say.  Its  physical  operation  is  prac- 
tically the  same. 

Mr.  YoTJNG.  That  is  pretty  nearly  a  legal  question  you  are  asking 
the  witness. 

The  Chairman.  I  think  not.    I  think  it  is  a  practical  question. 

Mr.  Smith.  I  understand  the  road  to  have  been  chartered  as  a 
common  carrier  and  that  it  is  operated  by  its  owners  as  a  common 
carrier — that  is,  in  the  sense  that  it  is  willing  to  handle  all  freight 
offered  it. 

The  Louisville  &  Nashville  Railroad  Co.  has  recently  had  tried  a 
suit  before  the  Interstate  Commerce  Commission  dealing  with  its 
status  in  so  far  as  it  may  have  the  right  to  demand  a  division  of 
the  rate;  and  in  that  case  we  have  contended  it  was  not  a  common 
carrier  in  the  sense  that  it  should  be  entitled  to  a  division  of  the  rate. 

Mr.  Young.  Has  the  case  been  decided  yet? 

Mr.  Smith.  No,  sir;  it  was  heard  only  early  in  November. 

The  Chairman.  What  do  you  mean  by  the  term  "  plant  facility," 
and  when  is  a  road  a  plant  facility  as  distinguished  from  a  trunk 
line? 

Mr.  Smith.  It  is  a  plant  facility  when  its  rails  are  essential  to  the 
proper  conduct  of  its  business  as  a  producer  or  manufacturer  and 
when  its  common-carrier  business  is  purely  incidental  to  that.  That 
is  the  contention  we  have  made  in  this  Birmingham  Southern  com- 
plaint just  referred  to  before  the  Interstate  Commerce  Commission. 

The  Chairman.  Is  the  Birmingham  Southern  a  plant  facility? 

Mr.  Smith.  We  have  so  contended  in  that  case — that  it  is  purely 

a  plant  facility.  ,    ,,    ^       x    x-     «    v.     i  • 

The  Chairman.  Why  have  you  made  that  contention?    JLXplain 

fully  to  this  committee  why  you  claim  it  is  a  plant  facility. 
Mr.  Smith.  Its  rails  operate  or  reach  onlj  the  industries  of  the 

Tennessee  Coal,  Iron  &  Railroad  Co.— That  is  to  say,  on  the  east  or 

north  it  reaches  the  Alice  furnace  plant;  then  connects  with  this 
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Ensley  plant  and  with  its  several  plants  at  Bessemer,  connecting 
those  plants  also  with  its  coal  mines  at  Pratt  City,  Shaiton,  Sharon 
HUl,  Bayview,  Edgewater,  Brynton,  Wylam,  and  Stockton. 

Mr.  YoTJNG.  I  thought  you  stated  earlier  that  it  connected  also  with 
the  plants  of  the  Eepublic  Iron  &  Steel  Co.  at  Thomas. 

Mr.  Smith.  Yes,  sir ;  it  does.    It  passes  right  by  the  Thomas  plant. 

Mr.  Young.  And  connects  with  it? 

Mr.  Smith.  It  has  a  side  track  connection  with  it. 

Mr.  Danfoeth.  And  with  other  independent  manufacturers? 

Mr.  Smith.  Oh,  yes;  it  has  some  30  to  40  plants  that  are  not  con- 
nected with  the  Tennessee  Coal,  Iron  &  Kailroad  Co.,  which  it  serves 
in  some  capacity  or  other. 

Mr.  Danforth.  Where  is  your  line  on  that  map  ?  I  did  not  under- 
stand that  fully. 

Mr.  Smith.  The  main  line  of  the  Louisville  &  Nashville  cornea 
through  Boyles,  Birmingham,  Mag  Ella,  Oxmoor,  and  on  to  Mont- 
gomery. Here  [indicating  on  map]  is  a  branch  of  the  Louisville  & 
Nashville  running  from  Boyles,  through  Thomas,  Pratt  City,  Ensley, 
to  Bessemer. 

This  line  going  out  east  from  Boyles  runs  around  into  the  Eed 
Mountain  district,  with  diversions  elsewhere. 

Mr.  Danforth.  That  red  ore  that  you  show  in  the  lower  right- 
hand  corner  of  the  map  extents  northeasterly  about  25  miles,  does 
it  not? 

Mr.  Ssiith.  I  could  not  say  the  distance,  but  certainly  up  where 
my  finger  is  [indicating  on  map]. 

Mr.  Young.  Where  your  finger  is  pointing  is  in  central  Maine. 

Mr.  Smith.  In  relation  to  this  map,  I  mean. 

Mr.  Gardner.  That  is  about  5  miles  northeast  of  Birmingham? 

Mr.  Smith.  These  lines  to  the  east  here  are  all  Louisville  &  Nash- 
ville lines.    It  reaches  both  sides  of  the  Red  Mountain. 

Mr.  Danforth.  It  has  been  testified  that  Red  Ore  Mountain  ex- 
tends 25  miles  beyond  Birmingham. 

The  Chairman.  That  witness  referred  to  the  vein  of  ore. 

Mr.  Danforth.  I  am  speaking  of  ore. 

Mr.  Reed.  Some  witness  testified  they  were  operating  mines  all  the 
way  up  to  the  Sparks  group. 

Mr.  Smith.  I  could  not  tell  the  distance,  but  roughly  speaking  it 
is  about  where  my  finger  is  [indicating  on  map] . 

Mr.  Gardner.  That  is  about  8  miles? 

Mr.  Smith.  Eight  or  ten  miles,  or  something  of  that  sort. 

The  Chairman.  When  did  the  Birmingham-Southern  demand  a 
division  of  rates  from  the  trunk  lines?  What  time  did  they  make 
the  demand  ? 

Mr.  Smith.  They  made  the  first  demand,  as  I  recall,  early  in  1906, 
before  the  Tennessee  Coal,  Iron  &  Railroad  Co.  was  purchased  by 
the  Steel  Corporation. 

The  Chairman.  Prior  to  this  time  did  this  road  or  its  predecessor 
ever  make  such  demand  ? 

Mr.  Smith.  Yes,  sir.  The  demand  has  been  before  the  trunk  lines 
for  a  number  of  years,  quite  back  of  my  experience,  when  the  road 
was  under  the  control  oi  its  original  organizers.  One  of  the  reasons 
the  Birmingham  &  Southern,  or  rather  the  lines  of  the  Tennessee 
Coal,  Iron  &  Railroad  Co.,  were  purchased  by  the  Southern  Railroad 
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and  the  Louisville  &  Nashville  in  1899,  was  to  avoid  having  an  allow- 
ance paid  to  the  railroads. 

Mr.  YoiTNG.  Why  did  you  sell  back  to  them  ? 

Mr.  Smith.  The  Republic  people  had  controlled  the  furnace  com- 
pany  

Mr.  YoTJNG  (interposing).  You  mean  the  Republic  Iron  &  Steel 
Co.? 

Mr.  Smith.  Yes,  sir.  They  had  controlled  the  furnace  company 
some  time  prior  to  1906,  or  certaintly  prior  to  July  1,  1906,  and  they 
claimed  that  the  way  the  Birmingham-Southern  was  operated  by  the 
trunk*  lines  was  an  interference  with  their  business,  and  they  were  not 
getting  satisfactory  terminal  service,  or  switching  service,  and  they 
demanded  that  the  road  be  sold  back  to  them,  and  we  finally  did  so. 

Mr.  Gardner.  Why  did  you  respond  to  that  demand?  Did  you 
protest? 

Mr.  Smith.  I  am  unable  to  answer  that  question.  I  had  nothing 
to  do  with  the  negotiations.  As  a  matter  of  fact,  I  did  not  know 
they  were  on. 

Mr,  YoTjNG.  You  say  that  was  the  Republic  Iron  &  Steel  Co.  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  YoTTNG.  And  in  consequence  of  that  the  road  was  sold,  not  to 
the  Republic  Iron  &  Steel  Co.,  but  to  the  Tennessee  Coal,  Iron  & 
Railroad  Co.? 

Mr.  Smith.  No,  sir;  it  was  sold  back  to  the  Tennessee  Coal,  Iron 
&  Railroad  Co.,  which  was  controlled  by  the  Republic  Iron  &  Steel 
Co.,  the  Republic  Iron  &  Steel  Co.  having  bought,  as  you  will  recall, 
sometime  in  1905,  or  early  in  1906,  the  Tennessee  Coal,  Iron  &  Rail- 
road Co. 

Mr.  Reed.  You  mean  the  Republic  interests — Mr.  Gates  and  his 
associates  ? 

Mr.  Smith.  That  is  what  I  mean,  yes — Mr.  Gates  and  his  asso- 
ciates. 

Mr.  Young.  The  corporations  were  absolutely  distinct,  were  they 
not?  The  Tennessee  Coal,  Iron  &  Railroad  Co.  stock  was  never 
owned  by  the  Republic  Iron  &  Steel  Co.  ? 

Mr.  Smith.  By  the  Republic  Iron  &  Steel  Co.  as  a  corporation  ? 

Mr.  Young.  Yes. 

Mr.  Smith.  I  could  not  answer  that.  All  I  know  is  that  the  Re- 
public people  were  in  control  there.  For  instance,  the  traffic 
manager  with  whom  we  had  to  deal  was,  I  believe,  employed  both 
by  the  Republic  Iron  &  Steel  Co.  and  the  Teimessee  Coal,  Iron  & 
Railroad  Co. 

The  Chairman.  How  does  the  service  performed  by  the  Birming- 
ham-Southern Railroad  for  the  plants  of  the  Tennessee  Coal,  Iron  & 
Railroad  Co.  differ  in  any  respects  for  the  service  performed  by  the 
plant  facilities  of  other  producers  of  iron  in  the  Birmingham 
district? 

Mr.  Smith.  In  principle,  I  should  say  the  plant  work  performed 
by  the  Birmingham-Southern  for  the  Tennessee  Coal,  Iron  &  Rail- 
road Co.  is  similar  to  the  plant  work  performed  by  the  engines  of 
the  other  iron  companies  over  their  own  rails.  There  is  a  difference 
in  degree,  of  course,  because  the  Birmingham-Southern  is  much  more 
extensive  than  are  the  tracks  of  the  other  furnace  companies. 
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The  Chairman.  Explain  fully  then^  Mr.  Smith,  what  railroads 
or  what  other  companies  are  located  m  this  region,  what  railroad 
facilities  they  have,  and  in  that  explanation  make  clear  to  this  com- 
mittee the  length  of  haul  which  tnese  other  concerns,  like  the  Re- 
public Iron  &  Steel  Co.  and  the  Woodward  Iron  Co.  and  the  Sloss- 
Sheffield  Iron  &  Steel  Co.,  are  necessarily  forced  to  make  in  order 
to  obtain  physical  connection  with  these  various  trunk  lines  going 
into  that  district,  as  well  as  the  value  and  character  of  the  service. 

Mr.  Smith.  At  this  point  [indicating  on  map],  in  the  northeast 
corner  of  Birmingham  proper,  is  located  oiie  of  the  plants  of  the 
Sloss-Sheffield  Co.  The  tracks  in  and  around  that  plant  are  bwned 
by  the  furnace  company,  and  they  use  their  own  engines  in  switch- 
ing backward  and  forward.  They  take  from  assigned  interchanged 
tracks  the  raw  material  or  other  freight  coming  in  by  the  trunk 
lines,  and  place  the  cars  where  needed,  and  similarly  they  deliver 
on  interchange  tracks  outgoing  pig  iron. 

At  North  Birmingham  there  is  another  furnace  similarly  situated. 
At  Boyles  there  is  the  Vanderbilt  furnace  of  the  Alabama  Consoli- 
dated Coal  &  Iron  Co.,  which,  in  addition,  has  a  railroad  running 
northwardly  and  then  westwardly  to  the  Mary  Lee  coal  seam — I  wiU 
take  that  back ;  it  is  the  Birmingham  Coal  &  Iron  Co.'s  railroad. 

Mr.  Beall.  What  is  the  length  of  that? 

Mr.  Smith.  That  is  between  6  and  7  miles. 

Mr.  Eeed.  Is  that  incorporated? 

Mr.  Smith.  No  ;  not  as  a  common  carrier. 

At  Thomas  the  situation  is  about  as  I  have  described  for  the  Sloss 
furnace  in  Birmingham. 

The  Woodward  Iron  Co.'s  furnace  is  located  near  Collins,  Ala., 
near  which  it  has  a  connection  with  the  various  trunk  lines.  It  has 
a  railroad  running  out  into  the  coal  seam  and  then  eastward  into  the 
red-ore  seam. 

Mr.  Beall,.  What  is  the  length  of  those  two? 

Mr.  Smith.  I  should  say  that  is  not  more  than  4  or  5  miles  long. 

The  Chairman.  What  is  that? 

Mr.  Smith.  The  Woodward  Iron  Co. 

The  Chairman.  What  is  the  entire  length  of  the  trackage ;  do  you 
know? 

Mr.  Smith.  No,  sir ;  I  do  not  laiow. 

The  Chairman.  Between  the  ore  field  and  the  coal  district? 

Mr.  Smith.  As  I  siiy,  it  is  between  4  and  5  miles. 

The  Chairman.  Is  not  each  of  those  roads  4  or  5  miles  long? 

Mr.  Smith.  I  think  not.    It  certainly  is  not  by  this  scale. 

The  Chairman.  How  does  the  haul  which  these  companies  make 
to  reach  these  various  roads  differ  in  length  from  the  haul  which 
the  Tennessee  Coal,  Iron  &  Railroad  Co.  must  make  to  reach  these 
same  roads? 

Mr.  Smith.  At  the  Sloss  plant,  for  example,  the  haul  is  very  short, 
inasmuch  as  the  trunk-line  railroads  are  adjacent  to  the  plant.  It  is 
a  mere  switch  service.  I  should  say  that  is  true  at  Thomas,  at  Boyles 
furnace,  and  the  North  Birmingham  furnace. 

Mr.  Beall.  Did  you  make  these  companies  any  allowance  for  that 
service — the  Sloss-Sheffield  Co.,  for  instance? 

Mr.  Smith.  No,  sir. 

Mr.  Beall.  None  whatever? 
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Mr.  Smith.  None  whatever.  The  Woodward  Iron  Co.,  in  deliv- 
ering pig  iron  to  most*  of  the  trunk  lines,  has  a  v6ry  shoirt  haul ;  per- 
haps a  quarter  of  a  mile. 

The  Chairman.  What  is  the  length  of  the  haul! 

Mr.  Smith.  Pardon  me.  I  -w'ould  like  to  finish  that.  The  Wood- 
ward Iron  Co.  does  deliver  to  the  Alabama  Grfiat  Southern  Railroad. 

Mr.  Gabdneh.  What  is  that? 

Mr.  Smith.  The  Alabama  Grfeat  Southern  Eailroad,  over  a  haul 
of,  sasy,  a  mile  and  a  half.  The  Tennessee  Co.  has  a  similar  very  short 
haul^  except  in  delivering  to  the  Atlanta,  Birmingham  &  Atlantic 
road  from  the  Ensley  plant,  where  it  would  have  a  haul  from  Ensley 
to  West  Bessemer,  a  distance  of  8  or  9  miles,  perhaps,  or  to  Birming- 
ham, where  the  haul  is  about  7  miles. 

The  Chairman.  The  Atlanta,  Birmingham  &  Atlantic,  which  is 
reached  from  Ensley,  is  the  road  which  has  agreed  to  give  this  20 
cents  a  ton  arbitrary,  I  believe  you  call  it,  allowance?    Is  that  right? 

Mr.  Young.  We  have  not  heard  anything  about  these  rate  divisions 
yet. 

The  Chairman.  Has  that  road  given  such  a  division? 

Mr.  Smith,  No,  sir;  not  yet. 

The  Chairman.  Has  it  agreed  to  give  it  ? 

Mr.  Smith.  It  made  an  arrangement  with  the  Birmingham  South- 
ern road  for  a  division  of  rates  in  varying  amounts.  The  Louisville 
&  Nashvile  Eailroad  appealed  to  the  Interstate  Commerce  Commis- 
sion to  suspend  that  tariff  and  investigate  the  right  of  the  Birming- 
ham Southern  to  receive  the  allowance,  or  any  allowance,  and,  of 
course,  pending  settlement  of  that  case,  no  allowances  are  being  made 
by  any  railroad. 

The  Chairman.  Explain  the  length  of  haul  from  other  furnaces 
of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  You  have  explained  the 
one  that  has  the  long  haul.  What  is  the  length  of  the  haul  from  the 
other  furnaces^  and  give  the  names  and  locations  of  them. 

Mr.  Smith.  I  just  stated,  sir,  that  in  delivering  iron  originating 
at  the  Alice  furnace,  or  receiving  the  raw  materials,  the  service  of 
the  Birmingham  Southern  is  practically  the  same  as  cohcerns  the 
other  fumaices,  the  Republic,  and  the  Sloss. 

Mr.  Gardner.  I  do  not  undei'stand  that  last  sentence  of  yours  in 
answer  to  the  chairman's  question. 

Mr.  Smith.  I  say  the  length  of  service  of  the  Birmingham  South- 
ern or  the  Tennessee  Co.'s  railroad,  in  handling  in  and  outbound 
freight  from  the  Alice  furnace  in  Birmingham,  is  abbut  the  same  as 
that  performed  by  the  Sloss  Co.'s  engines  or  the  Republic  Iron  & 
Steel  Co.'s  engines.  The  same  is  true  as  to  business  originating  or 
having  destination  at  Ensley,  so  far  as  most  of  the  trunk  lines  are 

concerned.  „   ,     t.-     j 

Mr.  Gardner.  Let  me  ask  again  where  the  tracks  ot  the  Birming- 
ham Southern  are,  because  in  yoUr  original  explanation  ydu  have 
not  shown  any  Birmingham  Southern  tracks  running  from  Alice, 

have  you?  .       »         »i- 

Mr.  Smith.  Yes,  sir ;  running  from  Alice. 
Mr.   Gardner.  Will  you  trace  the  Birmingham   Southern   once 

Mr.  Smith.  The  main  line,  we  will  say,  starts  right  close  to  the 
Alice  furnace. 
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Mr.  Gardner.  Just  outside  of  the  city  of  Birmingham  ? 

Mr.  Smith.  Just  at  the  edge  of  the  city  proper.  It  runs  along 
following  the  course  indicated  by  my  finger  [indicating  on  map]. 

Mr.  Gardner.  Northwest? 

Mr.  Smith.  It  runs  northwest  through  East  Thomas^  Thomas, 
Pratt  City,  where  it  turns  southward  or  southwesterly,  via  Ensley; 
thence  to  a  point  near  Bessemer  called  West  Bessemer.  It  has  en- 
trance into  its  Bessemer  industries  by  trackage  rights  between  West 
Bessemer  and  the  plant  tracks.  It  has  lots  of  plant  tracks  in  and 
around  the  furnace,  but  its  rails  are  detached,  and  it  uses  the  Atlanta, 
Birmingham  &  Atlantic  Kailroad  between  West  Bessemer  and  these 
furnace  tracks. 

Mr.  Gardner.  At  West  Bessemer  it  connects  with  the  Atlanta, 
Birmingham  &  Atlantic ;  does  it  connect  with  any  other  road  ? 

Mr.  Smith.  No;  it  has  no  connection  there  with  any  railroad,  as 
I  understand  it — no  physical  connection — ^but  it  has  connection  at 
Bessemer  and  various  places  with  all  the  roads  centering  there. 

The  Chairman.  Are  the  plant  facilities  of  the  Sloss- Sheffield  Co., 
the  Woodward  Iron  Co.,  the  Republic  Iron  &  Steel  Co.,  and  other 
companies  mentioned  by  you  incorporated  as  are  the  plant  facilities 
of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  ? 

Mr.  Smith.  They  are  not  incorporated  as  common  carriers. 

Had  I  finished  the  answer  to  your  question,  Mr.  Gardner  ? 

Mr.  Gardner.  Yes. 

The  Chairman.  Do  you  make  or  have  you  ever  made  any  allow- 
ance to  these  other  companies,  or  the  companies  in  the  Birmingham 
group  other  than  the  Tennessee  Coal,  Iron  &  Railroad  Co.,  for  the 
services  rendered  by  their  various  plant  facilities  in  tendering  freight 
to  your  line? 

Mr.  Smith.  No,  sir. 

Mr.  Reed.  May  I  suggest,  Mr.  Chairman,  there  is  no  evidence 
that  any  allowance  was  ever  made  to  the  Tennessee  Coal,  Iron  & 
Railroad  Co.? 

The  Chairman.  I  am  not  suggesting  that.  Mr.  Smith  has  ex- 
plained that  fuUy. 

Have  these  people  ever  made  any  demand  on  you  for  such  an 
allowance — these  companies  which  I  have  mentioned? 

Mr.  Smith.  So  far  as  I  am  aware  they  have  not. 

The  Chairman.  Do  the  Sloss-Sheffield  Co.,  the  Woodward  Iron 
Co.,  and  the  Republic  Iron  &  Steel  Co.  ship  the  same  class  of  com- 
modities as  the  Tennessee  Coal,  Iron  &  Railroad  Co.  ? 

Mr.  Smith.  Those  other  concerns  that  you  have  named  ship  only 
pig  iron,  barring,  of  course,  occasionally  a  shipment  of  machinery 
or  somethii^  for  repairs  or  inbound  supplies  and  machinery.  The 
Tennessee  Co.,  in  addition  to  shipping  pig  iron,  ships  billets  and 
rails,  and  they  also  ship  coal. 

Mr.  Gardner.  Does  the  Republic  Iron  &  Steel  Co.  ship  bar  iron? 

Mr.  Smith.  No,  sir. 

The  Chairman.  To  what  common  points  do  the  Tennessee  Coal, 
Iron  &  Railroad  Co.  and  the  other  companies  which  I  have  men- 
tioned ship  common  products,  pig  iron? 

Mr.  Smith.  As  I  understand  it,  they  are  all  competing  in  the  same 
market. 
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The  Chaibmak.  What  are  your  largest  distributing  markets  to 
which  they  all  send  their  common  product — or  the  large  consuming 
markets  ^ 

Mr.  Smith.  As  I  stated  in  the  beginning,  the  principal  consum- 
ing territory,  so  far  as  concerns  the  Louisvule  &  NashviUe  Bailroad, 
is  that  on  and  north -of  the  Ohio  Eiver.  Iron  goes  to  practically 
every  foundry  point  and  has  gone  in  times  past  to  practically  every 
foundry  point  m  that  territory. 

The  Chairman.  Name  some  of  those  principal  foundries. 

Mr.  Smith.  LouisAdlle,  Cincinnati,  St.  Louis,  Indianapolis,  Day- 
ton, Columbus,  Cleveland,  Detroit,  Chicago,  Michigan  City,  and,  of 
course,  a  great  many  other  places. 

The  Chairman.  What  is  approximately  the  tonnage  of  outgoing 
freight  in  the  form  of  pig  iron  from  this  Birmingham  group  over 
your  road  to  the  various  consuming  points  or  foundry  points,  which 
you  have  named,  in  the  coutse  of  a  year  'i 

Mr.  Smith.  I  would  not  like  to  answer  that  unless  I  had  the  fig- 
ures. I  will  see  if  I  have.  [After  examining  papers.]  .  As  I  stated,  I 
would  not  like  to  answer  that  from  memory. 

The  Chairman.  I  only  wanted  it  approximately.  We  do  not  ex- 
pect to  make  any  questions  about  the  figures,  except  as  illustrative  of 
the  amount  of  traffic  with  which  we  are  dealing. 

Mr.  Young.  You  do  not  mean  to  limit  it  to  these  particular  points  ? 
He  said  there  were  many  others. 

The  Chairman.  Oh,  no. 

Mr.  Smith.  I  see  the  monthly  statistics,  and  they  vary,  and  I  have 
never  undertaken  to  aggregate  them.  We  have  the  information  and 
can  furnish  it  if  desired;  but  I  would  not  even  like  to  attempt  to 
estimate  it. 

The  Chairman.  I  will  ask  you  to  furnish  it,  but  just  give  us  an 
approximation  for  one  month. 

Mr.  Young.  Give  us  one  of  the  high  months  and  one  of  the  low 
months. 

Mr.  Smith.  The  total  shipments  of  pig  iron  over  the  Louisville  & 
Nashville  road,  not  only  from  Birmingham,  but  from  Anniston  and 
Sheffield  districts,  would  run  from  40,000  to  60,000  tons  a  month. 

The  Chairman.  That  is  what  I  wanted  to  get  at.  You  say  ap- 
proximately one-half  of  that  freight  was  originating  and  does  origi- 
nate at  the  plants  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  ? 

Mr.  Smith.  No,  sir ;  that  estimate  dealt  with  the  Birmingham  dis- 
trict only. 

Mr.  Gardner.  Which  estimate — the  one  of  your  outgoing  freight, 
or  the  50  per  cent? 

Mr.  Smith.  In  answer  to  an  earlier  question  I  stated  that  I  esti- 
mated that  50  per  cent  of  the  total  iron  business  shipped  over  all  the 
roads  from  the  Birmingham  district  was  shipped  by  the  Tennessee 

Co. 

Mr.  Gardner.  And  now  you  say  that  the  Louisville  &  Nashville 

slups ,  i  ,  . 

Mr.  Smith  (interrupting).  You  see,  there  are  a  great  many  ship- 
ping points  besides  those  in  the  immediate  Birmingham  district — 
Anniston,  Gadsden,  Middlesboro,  and  so  on. 
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Mr.  Gardneb.  Then  the  figures  which  you  just  gave  for  one 
month 

Mr.  Smith.  Those  were  the  aggregate  from  all  those  points. 

Mr.  Gakpner.  Not  from  Birmingham  alone? 

Mr.  Smith.  No,  sir. 

Mr.  Young.  Or  from  the  Birmingham  group  alone? 

Mr.  Smith.  No,  sir. 

The  Chairman.  You  will  please  furnish  us  the  figures  at  a  later 
date  from  the  Birmingham  district.    Can  you  furnish  those  figures? 

Mr.  Smith.  Yes,  sir.    You  mean  over  the  Louisville  &  Nashville? 

The  Chairman.  Yes. 

Mr.  Smith.  From  the  Birmingham  district  proper? 

The  Chairman.  Yes. 

Mr.  Smith.  I  can  furnish  that  for  any  period  you  iBay  state. 

The  Chairman.  For  the  year  1910,  will  do,  I  presume,  brii^ing  it 
down  as  late  as  you  can  conveniently.. 

Mr.  Smith.  For  12  months? 

The  Chaihman.  Yes. 

Mr.  Young.  Would  it  not  be  well  to  have  that  include  the  aJup- 
ments  from  the  different  concerns? 

The  Chairman.  Yes. 

Mr.  SsriTii.  I  would  have  to  talte  some  little  time  to  do  that.  That 
has  never  been  separated. 

Mr.  Young.  Could  you  separate  the  Tennessee  Coal,  Iron  &  Eail- 
road  Co.  from  the  others  easily? 

Mr.  Smith.  Yes,  sir;  we  can  give  a  statement  showing  the  Ten- 
nessee Coal,  Iron  &  Railroad  Co.  shipments  over  the  Louisville  & 
Nashville. 

Mr.  Young.  And  the  others  in  the  aggregate? 

Mr.  Smith.  The  others  in  the  aggregate;  yes,  sir. 

Mr.  Young.  That  will  probably  answer  our  purpose. 

The  Chairman.  Suppose  you  are  shipping  a  ton  of  pig  iron  from 
the  Birmingham  district  to  Louisville,  what  is  the  freight  on  that 
ton  of  pig  iron? 

Mr.  Smith.  To  LouisviUe  proper  is  $3. 

The  Chairman.  What  would  be  the  charge  on  a  car  of  pig  iron 
shipped  from  Birmingham  to  Louisville? 

Mr.  Smith.  Say  a  car  of  30  tons?  That  would  be  $90.  Mr.  Green 
tells  me  the  average  is  about  28  tons,  which  would  be  $84. 

The  Chairman.  If  this  tentative  allowance  mentioned  or  pro- 

Eosed  between  the  Birmingham  Southern  and  the  Atlanta,  Birmmg- 
am  &  Atlantic  Railway  should  be  acceded  to  by  the  Louisville  & 
Nashville  Railroad,  what  difference  would  that  make  in  the  freight 
charge  for  identical  service  between  the  cars  of  the  Tennessee  Coal, 
Iron  &  Railroad  Co.  and  cars  similarly  loaded  of  other  companies 
in  that  immediate  vicinity? 

Mr.  Smith.  The  Atlanta,  Birmingham  &  Atlantic  proposed  to 
allow  in  its  division  sheets  20  cents  a  ton  on  pig  iron.  Should  the 
Louisville  &  Nashville  allow  the  same  on  the  average  car  of  28  tons, 
that  would  $5.60  per  car. 

Mr,  Gardner.  Out  of  $90? 

Mr.  Smith.  Out  of  $84.     I  said  an  average  car  of  28  tons. 
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The  Chairman.  What  is  the  freight  rate  on  a  car,  such  as  you 
have  mentioned,  loaded  with  pig  iron  and  shipped  from  Birming- 
ham to  Chicago? 

Mr.  Smith.  I  do  not  recall  at  the  moment  the  rate  to  Chicago. 
The  allowance  would  be      . 

The  Chairman  (interposing).  Do  you  know,  Mr.  Compton? 

Mr.  Smith.  The  rate  from  Birmingham  to  Chicago  is  $4.35,  Mr. 
Compton  informs  me.  On  an  average  car  of  28  tons  the  per  car 
charges  would  be  $128.50.  The  allowance,  of  course,  would  be  the 
same,  $5.60. 

The  Chairman.  What  is  the  freight  charge  to  the  city  of  St. 
Louis? 

Mr.  SiMEEH.  I  understand  the  rate  to  be  about  $3.50  per  ton  to 
St.  Louis,  which  would  amount  to  $98  on  an  average  car  of  28  tons. 

The  Chairman.  What  is  your  nearest  considerable  consuming 
point  to  the  city  of  Birmingham  for  this  pig  iron  ? 

Mr.  Young.  You  mean  on  his  road? 

The  Chairman.  Yes ;  on  your  road,  Mr.  Smith. 

Mr.  Smith.  Bessemer  is  probably  the  largest  consuming  point  for 
pig  iron.  Probably  the  next  would  be  Nashville  or  Anniston.  Both 
are  large  consuming  poiiits. 

The  Chairman.  AVhat  is  the  rate  to  those  two  points  ? 

Mr.  Smith.  The  rate  between  Birmingham  and  Bessemer  is  30 
cents  a  ton.  The  rate  to  Nashville  is  about  $2.  The  rate  to  Annis- 
ton, as  I  recall  it,  is  50  cents. 

The  Chairman.  The  same  concession  would  be  made  to  all  those 
points  under  this  tentative  agreement?  , 

Mr.  Smith.  I  do  not  see  how  it  could  be,  so  far  as  the  Bessemer 
movement  is  concerned. 

The  Chairman.  Outside  of  Bessemer,  to  the  points  I  have  men- 
tioned ? 

Mr.  Smith.  Yes ;  I  understand  so.  As  I  understand  it,  the  20  per 
cent  proportion  is  a  flat  proportion,  regardless  of  destination,  and  we 
would  probably  pay  that  on  Anniston  business ;  likewise  Nashville. 

Mr.  Gardner.  You  would  pay  20  cents  out  of  30  cents ? 

Mr.  Smith.  No,  sir ;  I  said  in  the  case  of  Bessemer  it  could  hardly 
apply. 

Mr.  Gardner.  Twenty  cents  out  of  50  cents  in  the  case  of  Anniston  ? 

Mr.  Smith.  Und€r  the  present-day  situation.  I  am  free  to  say 
if  any  such  as  the  Atlanta,  Birmingham  &  Atlantic  proposes  to 
put  in  should  be  approved  by  the  Interstatfe  Com_merce  Commission 
we  would  enter  into  negotiations  to  try  to  get  some  of  these  divisions 
down. 

The  Chairman.  You  mean  you  would  enter  into  negotiations  with 
the  Birmingham  &  Southern  ? 

Mr.  Smits.  Yes,  sir. 

Mr.  Gardner.  Is  there  anything  in  the  nature  of  the  topography 
there  to  prevent  that  line^the  Birmingham  &  Southern— being  par- 
allelled? „  ,     , 

Mr.  Smith.  It  is  parallelled.     It  parallelsthe  trunk  Imes. 

Mr.  Gardner.  You  said  there  were  four  lines. 

Mr.  Smith.  There  are  three  trunk  lines  and  the  Birmingham 
Southern  running  together  from  Ensley  as  far  as  West  Bessemer. 
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Mr.  Gardkee.  That  I  understand.  I  was  thinking,  when  you  said 
you  would  enter  into  negotiations,  that  in  order  to  have  the  negotia- 
tions successful  there  must  be  something  which  you  could  threaten 
them  with,  and  I  was  wondering  whether  you  could  threaten  to  par- 
allel their  line  by  the  construction  of  a  competing  line. 

Mr.  Smith.  Xo,  sir.  The  thought  that  you  first  suggested  would 
be  our  principal  argument— that  the  total  rate  was  only  50  cents,  and 
that  20  cents  was  too  much  to  pay  them.  It  would  be  entirely  too 
much  to  pay  them. 

Mr.  Gardner.  They  would  not  be  afraid  of  a  threat  of  your  con- 
structing a  parallel  line  ?  Would  it  be  possible  for  you  to  construct 
a  competing  line  ? 

Mr.  Smith.  We  compete  with  them  at  every  point  except  coal-mine 
roads  out  in  that  direction  [indicating  on  map]. 

Mr.  Gardner.  I  do  not  quite  understand.  They  originate  freight, 
or  claim  that  they  do,  which  you  transport.  Are  those  roads  on 
which  they  originate  that  freight  on  their  own  private  property,  or 
how  is  it  you  could  not  originate  the  freight  yourselves  ? 

Mr.  Smith.  The  principal  freight  involved,  of  course,  is  that  of 
the  Tennessee  Coal,  Iron  &  Railroad  Co. 

Mr.  Gardner.  That  is,  you  would  not  get  your  proportional  part, 
but  they  would  give  it  to  their  own  lines  ? 

Mr.  Smith.  Naturally,  if  there  was  a  division  of  the  rate  allowed 
by  all  lines,  they  would  give  it  up  to  their  own  lines  and  get  that 
division  instead  of  delivering  it  direct  to  the  trunk  lines. 

So  far  as  these  private  industries  are  concerned,  as  I  said  in  the 
beginning,  it  is  something  to  be  considered ;  there  are  in  the  neighbor- 
hood of  30  of  them  that  none  of  the  trunk  lines  touch  with  their  own 
rails.    There  are  others  we  do  touch. 

Mr.  Gardner.  You  mean  to  say  there  are  some  industries  there  in 
the  neighborhood  of  Birmingham  that  can  not  get  their  freight  out 
to  the  world  without  using  the  Birmingham  Southern ;  that  that  is 
the  sole  facility  for  anv  or  those  concerns?  Take  the  Woodward  or 
the  Sloss-Sheffield? 

Mr.  Smith.  No,  sir;  we  serve  those  directly. 

Mr.  YoTJNG.  How  as  to  the  others  ? 

Mr.  Smith.  To  illustrate 

Mr.  Gardner  (interposing).  What  company  is  absolutely  depend- 
ent on  the  Birmingham  Southern  Co.  for  transportation  of  its  out- 
ward freight? 

Mr.  Smith.  Located  near  Ensley,  on  the  rails  strictly  of  the  Bir- 
mingham Southern,  is  the  Barrett  Manufacturing  Co.,  which  is  a 
concern  which  utilizes  the  tar  from  the  plant  of  the  Semet  Solvay 
Co.,  located  at  the  same  point,  for  manufacturing  roofing,  and  so 
forth. 

Mr.  Gardner.  That  is  one  company  you  think  of  that  has  not  given 
the  connecting  lines 

Mr.  Smith  (interposing).  No,  sir;  there  are  others.  The  Barrett 
Manufacturing  Co.  has  to  employ  the  Birmingham  Southern  rails 
in  order  to  get  to  the  trunk  lines  at  Ensley.  None  of  them  have 
tracks  into  the  plant  of  the  Barrett  people. 

Mr.  Gardner.  What  kind  of  roofing  does  the  Barrett  Co.  make? 

Mr.  Smith.  As  I  say,  they  utilize  the  tar  from  the  Solvay  plant, 
alongside  of  them,  to  manufacture  tar  roofing. 
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Mr.  Gardner.  Substantially  speaking,  all  these  independent  iron 
and  steel  companies  have  their  facilities  by  which  they  can  ship 
freight  other  than  via  the  Birmingham  Southern? 

Mr.  Sbiith.  Every  one  of  the  furnace  companies  in  the  Birming- 
ham district  is  served  by  one  or  more  of  the  trunk  lines  directly. 

Mr.  Gardner.  Let  me  ask  aonther  thing.  You  say  you  serve  a 
number  of  these.  You  serve  the  Sloss^Sheffield  and  the  Woodward 
Co.,  and  so  forth.  Suppose  you  originate  the  fi-eight  from  the  Sloss- 
ShefBeld  Co.,  and  fuorther  on,  in  transporting  that  freight  to  marliet, 
you  deliver  it  to  another  road,  are  you  entitled  to  extra  compensation 
or  an  extra  division  of  the  rate  from  the  fact  you  originate  the 
freight  ? 

Mr.  Smith.  Do  you  refer  now  to  customary  through-rate  arrange- 
ments which  railroads  have,  or  mere  switching  service  ? 

Mr.  Gardner.  As  I  understand  it — and  I  wish  you  to'  correct  me 
if  I  am  wrong — when  the  freight  is  transported  over  several  lines  of 
the  connecting  roads  the  amount  paid'  for  that  freight  is  divided 
between  the  various  roads? 

Mr.  Smith.  That  is  correct. 

Mr.  Gardner.  And  the  road  that  originates  the  freight  gets  more 
of  a  share  than  its  mere  mileage  of  the  haul  would  seem  to  entitle  it 
to  ?    Am  I  correct  about  that  ? 

Mr.  Smith.  No,  sir ;  not  as  to  the  last.  The  divisions-  of  rates  are 
a  matter  of  negotiations^  and  the  road  which  controls  the  freight 
tries  to  get  as  much  as  it  cauj  of  course ;  but  unless-  its  haul  is  rather 
short,  in  dividing  a  competitive  rate  it  is  usually  held  down  to  some 
mileage  basis. 

Mr.  Gardner.  Let  me  call  your  attention  to  some  evidence  that  we 
had  yesterday 

Mr.  Smith  (interposing).  I  think  I  can  answer  your' point,  if  you 
■will  pardon  me. 

But  if  the  haul  is  very  short — either  a  switching  service  or  a  short- 
road  service— and  the  haul  of  the  connecting  line  is  long,  then  the 
originating  road  gets  either  a  SAvitching  charge  on  a  per  car  basis  or 
it  gets  what  is  usually  termed  an  "  arbitrary  proportion." 

Mr.  Gardner.  For  instance,  yesterday  the  witness,  taking  the  in- 
stance of  the  division  of  rates  on  goods  shipped  over  the  Bessemer  & 
Lake  Erie,  we  will  say,  170  miles,  said  that  in  the  negotiations  for 
a  division  of  rates  they  would  claim  a  mileage  of  250  miles,  if  I 
understood  him  correctly,  because  they  had  originated  the  freight; 
and  he  said,  on  the  other  hand,  the  connecting  road  which  delivered 
that  freight  would  claim  more  than  their  mileage  would  properly 
entitle  them  to  because  of  terminal  facilities  in  delivering  the  freight, 
if  I  understood  the  instance  correctly. 

I  wondered  if  the  Louisville  &  Nashville  Eailroad  hauls  pig  iron'  50 
miles  and  delivers  it  to  another  railroad,  and  that  other  railroad 
hauls  it  50  miles  more,  and  then  delivers  it  to  a  third  railroad — I  am 
comparing  the  Louisville  &  Nashville  with  an  intermediate  road 
which  neither  originates  nor  delivers— whether  the  Louisville  & 
Nashville  would  get  a  greater  compensation  from  the  fact  they  origi- 
nate the  freight?  .  .i,         ;,  u  • 

Mr.  Smith.  We  have,  of  course,  in  our  entire  southern  fabric  a 
number  of  instances  juStlike  that  which  you  have  recited;  but  it  is 
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not  necessarily  a  rule  which  governs.  Take  pig  iron,  which  we  might 
originate  at  Birmingham,  which  we  would  haul  to  Montgomery  and 
there  deliver  to  any  one  of  the  lines  going  to  points,  to  which  the 
rates  are  divided  on  a  pro  rate ;  we  get  100  miles  as  against  our  actual 
distance  of  96  miles. 

That  division  on  pig  iron  is  merely  a  common  percentage  that  we 
use  in  dividing  all  traffic  originating  at  Birmingham,  going  to  a  pro 
rating  point  beyond  Montgomery. 

Mr.  Gardner.  This  question  in  your  proceedings  before  the  Inter- 
state Commerce  Commission  must  raise  somewhat  of  a  question  as  to 
whether  you  are  the  originators  of  that  traffic  which  is  delivered  to 
you  by  the  Birmingham  &  Southern,  or  whether  the  Birmingham  & 
Southern  is  the  originator  of  that  freight.  Your  claim,  as  I  think 
you  explained  it,  is  that  no  railroad  of  the  nature  of  the  Birming- 
ham &  Southern  is  a  common  carrier,  but  is  a  plant  facility,  and  in 
such  case  when  it  was  found  that  the  outside  freight  taken  in  was 
a  mere  incident  to  their  business  and  not  the  main  part  of  their  busi- 
ness, which  was  to  act  as  a  plant  facility — did  I  understand  you  to 
say  that  ? 

Mr.  Smith.  That  is  my  description  bf  a  plant  facility — a  railroad 
which  is  construed  to  be  a  plant  facility. 

Our  contention  in  the  Birmingham  Southern  case  rests,  I  might 
say  roughly,  on  two  points:  First,  that  our  rates  have  been  made 
always  with  a  view  that  the  furnace  company  would  perform  its  own 
plant  service.  Second,  that  any  allowance  made  to  any  railroad  for 
plant  service  would  accrue  to  the  benefit  of  that  plant,  and  thus 
cause  a  discrimination  against  some  plants  competing  with  them 
which  did  not  get  the  same  allowance. 

Mr.  Gardner.  I  am  obliged  to  refer  once  more  to  where  I  broke 
in  on  your  answer  a  moment  ago. 

You  said,  if  the  Interstate  Commerce  Commission  should  sustain 
the  action  of  the  Atlanta,  Birmingham  &  Atlantic,  you  would  be 
compelled  to  take  this  question  up  for  negotiation  with  the  Birming- 
ham Southern,  and  then  in  response  to  other  questions  you  told  me 
that  in  substantially  all,  if  not  entirely  all,  of  the  iron  and  steel  con- 
cerns^ as  a  matter  of  fact,  you  compete  with  the  Birmingham  South- 
ern right  at  the  doors  of  all  these  industrial  organizations. 

If  that  is  so,  what  occasion  is  there  for  your  paying  a  division  of 
the  freight  rate  to  the  Birmingham  Southern  ? 

Mr.  Smith.  We  would  not  undertake  to  pay  them  a  division  of  the 
rate. 

Mr.  Gardner.  What  service  do  they  perform  for  you  if  you  run 
into  the  Sloss-Sheffield  works,  and  they  are  not  in  the  Sloss-Sheffield 
works? 

Mr.  Smith.  We  would  not  undertake  to  pay  them  on  any  of  that 
business,  because  we  reach  directly  the  furnace,  and  compete,  as  you 
sayj  with  the  Birmingham  Southern.  What  I  had  in  mind  was  the 
business  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  and  of  these  in- 
dustries which  are  located  soleljr  on  the  Tennessee  Co.  It  is  obviously 
a  fact  that  if  the  Southern  Eailway,  for  example,  should  allow  the 
Birmingham  Southern  a  division  oi  the  rate  on  business  that  origi- 
nated by  the  Birmingham  Southern  from  the  Tennessee  Coal,  Iron  & 
Railroad  Co.'s  plant,  the  Louisville  &  Nashville  would  be  completely 
shut  out,  although  we  reach  those  same  plants,  because  the  Tennessee 
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Coal,  Iron  &  Railroad  Co.  would  not  give  us  any  business  as  against 
their  own  railroad. 

Mr.  Gardner.  I  can  see  that. 

That  is  all,  Mr.  Chairman. 

Mr.  Danforth.  Do  any  of  these  trunk  lines  pay  this  division  to 
the  Birmingham  Southern  now? 

Mr.  Smith.  No,  sir ;  there  are  no  allowances  accruing  to  the  Bir- 
mingham Southern  on  any  business  except  for  switching  services 
performed  at  Birmingham,  at  Ensley,  and  at  Bessemer,  respectively, 
for  the  so-called  independents.  That  is  pursuant  to  an  order  issued 
by  the  Alabama  State  commission. 

Mr.  Danforth.  For  the  use  of  the  Birmingham  Southern  manu- 
facturers for  moving  the  independent  cars  ? 

Mr.  Smith.  Over  to  the  trunk  lines. 

Mr.  Danforth.  Simply  a  switching  charge? 

Mr.  Smith.  Simply  a  switching  charge  of  $2  per  car. 

Mr.  Danforth.  If  you  move  the  cars  with  your  rolling  power,  you 
make  them  the  same  charge,  unless  you  get  their  freight  ? 

Mr.  Smith.  I  think  I  catch  your  idea.  The  Southern  Eailway 
pays  us  $2  for  switching  business  for  them,  and  we  pay  the  Southern. 
We  pay  the  Birmingham  Southern  on  the  independents'  business. 

Mr.  Danforth.  It  is  a  regular  fixed  rate  everyone  has  to  pay  to 
some  one  of  these  companies! 

Mr.  Smith.  On  the  competitive  traffic ;  yes,  sir. 

The  Chairman,  That  rate  is  $2  a  car  as  fixed  by  the  Alabama 
railroad  commission? 

Mr.  Smith.  That  is  the  idea. 

Mr.  Eeed.  That  can  apply  onlj^  to  intrastate  business,  of  course? 

Mr.  Smith.  We  extended  it  to  interstate  business  to  prevent  some 
discriminations  that  would  result. 

The  Chairman.  When  was  this  tentative  agreement  entered  into 
between  the  Atlanta,  Birmingham  &  Atlantic  and  the  Birmingham 
Southern  Eailway? 

Mr.  Smith.  I  could  not  answer  that  question.  I  know  negotia- 
tions were  conducted  from  time  to  time,  and  apparently  they  were 
concluded  last  August  or  July  some  time. 

Mr.  Gardner.  When  were  they  begun? 

Mr.  Smith.  They  were  made  effective,  as  I  recall  it,  early  in 
October. 

Mr.  Gardner.  You  said  negotiations  that  proceeded  from  time  to 
time  were  concluded  last  July.    When  were  the  negotiations  begun? 

Mr.  Smith.  I  could  npt  answer  that  concretely.  I  do  know  nego- 
tiations had  been  conducted  as  far  back  as  two  years  ago. 

Mr.  Gardner.  I  think  you  testified  the  first  claim  was  made  in 
1906. 

Mr.  Colston.  Mr.  Gardner,  you  probably  misunderstood  the  wit- 
ness's answer.  He  is  referring  to  negotiations  between  the  Atlanta, 
Birmingham  &  Atlantic  and  the  Birmingham  Southern,  and  not  be- 
tween the  Louisville  &  Nashville  and  the  Birmingham  Southern. 

Mr.  Smith.  I  was  speaking  of  the  Atlanta,  Birmingham  &  Atlantic. 

Mr.  Gardner.  Did  you  speak  of  negotiations  between  the  Birming- 
ham Southern  and  the  Louisville  &  Nashville? 

Mr.  Smith.  Yes,  sir. 

Mr.  Gardner.  Which  you  say  began  even  before  1906  ? 
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Mr.  Smith.  The  question  of  the  chairman,  as  I  understood  it,  was 
to  know  when  these  negotiations  first  began,  which  finally  culminated 
between  the  Atlanta,  Birmingham  &  Atlantic  and  the  Birmingham 
Southern. 

Mr.  Gardner.  I  was  comparing  that  with  your  previous  answer, 
and  I  found  in  your  previous  answer  you  alluded  to  arrangements 
claimed  to  have  been  made  with  the  Louisville  &  Nashville  for  a 
similar  division  of  the  freight  rate  in  1906  and  prior  thereto. 

Mr.  Reed.  I  think,  if  I  may  interrupt  you,  Mr.  Gardner,  that 
Mr.  Atkinson,  receiver  of  the  Atlanta,  Birmingham  &  Atlantic,  is 
here  and  will  be  able  to  testify  on  that  point. 

The  Chaie3ian.  Does  your  railroad,  the  Louisville  &  Nashville, 
reach  common  foundries  with  the  Atlanta,  Birmingham  &  Atlantic? 
By  that  I  mean  does  your  road  and  tjie  Atla.nta,  Birmingham  & 
Atlantic  transport  pig  iron  from  the  Birmingham  district  to  com- 
mon foundry  points? 

Mr.  Smith.  Outside  of  the  Birmingham  district  we  have  only 
two  points,  as  I  recall  it,  that  junction  with  that  road ;  one  at  Talla- 
dega, Ala.,  and  the  other  at  Atlanta,  Ga. 

The  Chairman.  I  am  not  speaking  of  points  of  junction.  I  want 
to  know  what  foundries  there  are  on  the  Louisville  &  Nashville  and 
the  Atlanta,  Birmingham  &  Atlantic  that  are  competitive  point?. 

Mr.  Smith.  We  compete  at  quite  a  number  of  destinations  in  the 
so-called  southeast,  in  Florida,  and  Georgia. 

The  Chairman.  Since  the  Atlanta,  Birmingham  &  Atlantic  agreed, 
in  the  event  the  laws  of  the  land  will  permit  it,  to  make  this  con- 
cession, have  you  received  from  the  Tennessee  Coal,  Iron  &  Railroad 
Co.  any  freight  which  could  be  diverted  to  the  Atlanta,  Birming- 
ham &  Atlantic? 

Mr.  Smith.  Not  if  the  Tennessee  Coal,  Iron  &  Railroad  Co.  know 
their  business,  sir.  I  do  not  see  how  we  could  get  business  under 
those  conditions. 

Mr.  Repd.  You  do  not  understand  the  question.  You  were  asked 
as  to  what  had  happened  and  not  what  would  happen. 

The  Chairman.  Have  you  received 

Mr.  Smith.  Do  you  mean  as  to  whether  or  not  we  have  lost,  any 
business  destined  to  points  to  which  the  Atlanta,  Birmingham  & 
Atlantic  compete  with  the  Louisville  &  Nashville  ? 

The  Chairman.  Yes ;  since  that  agreement  was  tentatively  entered 
into. 

Mr.  Smith.  We  have  never  been  considered  very  strongly  as  a 
southeastern  line.  We  hold  ourselves  open  to  take  the  business.  If 
we  are  given  the  choice,  we  prefer  northern  business,  because  it 
affords  us  more  revenue,  giving  us  a  longer  haul.  Consequently  I 
do  not  know  whether  we  have  lost  any  business  at  all  into  that 
territory;  but  there  is  no  reason  for  our  having  lost  itj  because  we 
are  on  a  parity  with  the  Atlanta,  Birmingham  &  Atlantic. 

Mr.  Gardner.  Has  the  tentative  agreement  hitherto  operated  to 
your  disadvantage,  in  your  opinion? 

Mr.  Smith.  Directly,  you  mean? 

Mr.  Gardner.  Or  indirectly. 

Mr.  Smith.  I  do  not  think  it  has.  I  do  not  think  th&  agreement 
has  affected  our  business  materially. 
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Mr.  Gardner.  The  decision  of  the  Interstate  Commerce  Commis- 
sion would  not  be  retroactive  as  to  division  of  freight  rates  from 
the  time  the  agreement  was  made,  would  it  ? 

Mr.. Smith.  Even  that  would  not  directly  aflPect  us,  because  the 
commission  would  hardly  require  us  to  make  allov^ances  on  any 
traffic  we  might  have  handled  in  the  interim. 

Mr.  Gardner.  I  quite  understatid,  but  it  might  result  as  perhaps 
the  chairman  had  in  mind,  in  the  Tennessee  Coal,  Iron  &  Railroad 
Co.  discriminating  agaitist  you  at  the  present  time,  hoping  that  at 
some  future  time  they  would  get  back  this  division  of  rates  which 
is  now  accumulating.  Would  they,  in  the  event  of  a  favorable 
decision  by  the  Interstate  Commerce  Commission,  get  back  the  divi- 
sion of  freight  rates  which  are  now  accumulating  under  the  agree- 
ment, or  would  they  not? 

Mr.  Smith.  That  is  a  legal  point  I  could  not  answer. 

Mr.  EiEED.  If  I  may  suggest,  the  interstate-commerce  act  provides 
reparation  only  on  complaint  of  the  injured  party,  and  there  iS  no 
complaint  here  by  the  injured  party. 

•  Mr.  Smith.  This  is  a  complaint  of  one  railroad  against  another. 
This  case  I  have  been  referring  to  is  not  a  case  of  the  Louisville  & 
Nashville  against  the  Tennessee  Coal,  Iron  &  Eailroad  Co.,  a  ship- 
ping corpbration. 

The  Chairman.  May  I  make  myself  clear?  Has  the  Louisville  & 
Nashville  Eailroad,  since  this  tentative  agreenient  was  entered  into 
between  the  Birmingham  Southern  and  the  Atlanta,  Birmingham  & 
Atlantic,  carried  any  freight  originating  with  the  Tennessee  Coal, 
Iron  &  Kailroad  Co.  which  could  be  carried  with  equal  facility  by 
the  Atlanta,  Birmingham  &  Atlantic? 

Mr.  Smith.  I  do  not  know  as  I  catch  the  drift  of  your  question. 

The  Chairman.  E«ad  the  question,  Mr.  Stenographer. 

(The  stenographer  read  the  last  preceding  question  propounded  by 
the  chairman.) 

Mr.  Smith,  As  I  gather  it,  you  wish  to  know  whether  thie  Louis- 
ville &  Nashville  has  lost  any  freight  because  of  this  ?  That  is  a  very 
delicate  question  to  answer. 

Mr.  Eeed.  That  is  not  the  question.  You  are  asked  if  you  ever  car- 
ried any  freight  at  all  which  might  have  been  carried  by  the  Atlanta, 
Birmingham  &  Atlantic. 

Mr.  Smith.  Doubtless  we  have.  I  could  not  answer  even  that,  be- 
cause I  have  never  looked  into  those  detailed  movements. 

Mr.  Gardner.  I  would  like  to  get  it  as  a  matter  of  law.  You 
called  this  a  tentative  agreement,  but  I  understood  this  was  an  ab- 
solute agreement  which  is  held  up  by  the  intervention  of  the  Louis- 
ville &  Nashville.  Meanwhile,  under  this  agreement,  the  Birming- 
ham Southern  is  becoming  a  creditor  day  by  day  to  a  large  extent, 
measuring  the  division  of  the  freight  rate  allowed.  In  event  of  a 
favorable  decision  from  the  Interstate  Commerce  Commission,  will 
that  money  have  to  be  paid  by  the  Atlanta,  Birmingham  &  Atlantic 
to  the  Birmingham  Southern? 

Mr.  Smith.  As  I  answered  in  the  first  place,  it  seems  to  me  a 
legal  question  very  hard  for  me  to  answer.    If  the  commission  should 

decide,  of  course 

Mr.  Gardner  (interposing).  Mr.  Eeed  is  a  lawyer  and  the  chair- 
man is  a  lawyer.    Mr.  Eeed  is  familiar  with  the  law. 
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Mr.  Reed.  I  have  just  been  examining  the  interstate-commerce 
act,  endeavoring  to  find  the  exact  provision. 

Mr.  Colston.  May  I  suggest  an  answer  to  that  question  ? 

Mr.  Gahdnee.  Yes. 

Mr.  Colston.  The  divisions  can  only  be  paid  to  the  Birmingham 
Southern  Railroad  on  through  rates.  The  Birmingham  Southern 
and  the  Atlanta,  Birmingham  &  Atlantic  attempted  to  put  in  through 
rates.  Those  rates  have  not  been  made  effective,  because  they  were 
suspended.  There  being  no  through  rate  in  effect,  there  can  be  no 
allowance  now  or  hereafter  to  the  Birmingham  Southern  on  that 
business. 

Mr.  Gardner.  Until  the  through  rates  are  approved  and  put  in  ? 
That  answers  my  question  exactly.  What  I  was  trying  to  find  out 
was  whether  there  was,  in  the  nature  of  things,  a  possible  debt  ac- 
cumulating from  the  Atlanta,  Birmingham  &  Atlantic  to  the  Birm- 
ingham Southern,  because  if  there  was,  then  it  would  obviously  be 
to  the. interest  of  the  Tennesse  Coal,  Iron  &  Railroad  Co.  to  ship  all 
they  possibly  could  over  the  Atlanta,  Birmingham  &  Atlantic. 

Mr.  Colston.  I  do  not  think  there  is  any  possible  claim  for 
reparation  on  the  traffic  that  has  moved  under  that  suspended  tariff. 

Mr.  RossER.  It  could  not  move  at  all  for  lack  of  a  tariff. 

Mr.  Reed.  I  might  supplement  that  by  saying  it  is  further  impos- 
sible because  section  16  of  the  interstate-commerce  act,  which  pro- 
vides for  award  of  damages  by  the  commission,  applies  only  to  sec- 
tion 13,  where  a  complaint  by  shippers  or  persons  injured  is  re- 
quired. The  commission  has  no  jurisdiction  to  award  damages  under 
the  circumstances. 

Mr.  Gardner.  That  would  not  be  damages  if  there  was  an  actual 
agreement.    It  would  be  a  debt,  would  it  not? 

Mr.  Reed.  "  Damages,"  as  we  use  the  term,  includes  that. 

The  Chairman.  That  question  could  probably  be  answered  more 
accurately  by  your  traffic  manager  than  yourself,  Mr.  Smith? 

Mr.  Smith.  I  do  not  know  whether  he  can  or  not  without  making 
inquiries  as  to  the  specific  movement  which  has  occurred. 

The  Chairman.  That  you  have  not  examined  ? 

Mr.  Smith.  I  have  not  examined  it ;  no,  sir. 

The  Chairman.  It  is  now  practically  1  o'clock,  and  if  it  suits  the 
convenience  of  the  committee,  we  will  excuse  Mr.  Smith  until  half 
past  2. 

(Thereupon,  at  12.50  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m.) 

AFTER  RECESS. 

The  committee  met,  pursuant  to  the  talring  of  recess,  at  2.30 
o'clock  p.  m.,  Hon.  Augustus  O.  Stanley  (chairman)  presiding. 

TESTIMONY  OF  A.  R.  SMITH— Continued. 

Mr.  Reed.  Have  you  finished  with  Mr.  Smith? 
The  Chairman.  Yes. 

Mr.  Reed.  I  wanted  to  suggest  a  couple  of  questions. 
The  Chairman.  All  right. 

Mr.  Gardner.  Mr.  Smith,  you  spoke  of  doing  business  in  the 
country  west  of  the  Pittsburgh  and  Buffalo  zone.    What  did  you 
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mean  by  that,  that  your  road  shipped  from  the  Birmingham  district 
to  points — shipped  iron  and  steel  freight  ? 

Mr.  Smith.  I  meant  that  the  bulk  of  the  iron  which  was  tendered 
to  the  Louisville  &  Nashville  for  transportation  goes  into  that  ter- 
ritory. 

Mr.  Gardner.  What  is  that  territory;  will  you  indicate  it  on  the 
map? 

Mr.  Smith.  The  States  of  Ohio,  Michigan,  Indiana,  Illinois,  Wis- 
consin, and  Missouri,  principally. 

Mr.  Gardner.  And  that  is  looked  upon  as  the  field  to  which  the 
Birmingham  and  Georgia  steel  industries  naturally  look  for  their 
customers,  is  it ;  in  that  zone  ? 

Mr.  Smith.  I  did  not  intend  it  in  that  sense.  I  meant  it  to  indi- 
cate that  that  was  the  territory  to  which  the  bulk  of  the  iron  ten- 
dered the  Louisville  &  Nashville  Kailroad  evidently  went.  As  a 
matter  of  fact,  my  belief  is  that  it  is  the  principal  market  for  south- 
ern iron. 

Mr.  Gardner.  What  is  the  reason  that  they  could  not  ship  that  up 
into  New  York  or  ^ew  Jersey  ? 

Mr.  Smith.  They  do,  at  times. 

Mr.  Gardner.  The  difference  in  freight  rates? 

Mr.  Smith.  They  do,  but  the  proximity  of  the  eastern  furnaces, 
the  furnaces  of  the  Pittsburgh  district  and  the  East,  gives  them 
lower  freight  rates  than  Birmingham. 

Mr.  Gardner.  What  fixes  the  zone  ?  Is  it  a  matter  of  freight  rates 
or  is  it  a  trade  custom?     * 

Mr.  Smith.  I  should  think  that  it  would  be  the  matter  of  freight 
rates.  The  freight  rates  are  higher  to  New  York  State,  for  instance, 
than  they  are  to  Indiana.  On  the  other  hand,  I  should  imagine  that 
the  freight  rates  from  the  nearest  furnaces  to  New  York  consuming 
destinations  are  relatively  lower  than  they  are  from 

Mr.  Gardner.  Are  these  matters  of  agreement? 

Mr.  Smith.  No,  sir;  not  of  agreement,  so  far  as  the  railroad  is 
concerned  that  enters  into  it.    It  is  just  a  commercial  proposition. 

Mr.  Gardner.  Governed  by  the  ordinary  laws  of  commerce  ? 

Mr.  Smith.  Yes. 

Mr.  Gardner.  You  have  said  that  the  Birmingham  Southern  Eail- 
road  was  built  for  the  purpose  ai  selling  it  to  the  trunk  lines? 

Mr.  Smith.  No,  sir;  organized. 

Mr.  Gardner.  Organized? 

Mr.  Reed.  Incorporated  is  perhaps  a  better  word. 

Mr.  Gardner.  Just  distinguish  what  you  mean  by  saying  built 
and  incorporated  and  organized.     What  was  it  built  tor? 

Mr.  Smith.  The  Tennessee  Coal  &  Iron  Co.'s  railroad  was  known 
as  such  and  operated  as  such  until  1899.  At  that  time  the  agree- 
ment to  purchase  made  between  the  Tennessee  Coal  &  Iron  Co.  and 
the  Louisville  &  Nashville  Railway  and  the  Southern  Railway  was 
consummated,  and  the  Birmingham  Southern  Railroad  was  incor- 
porated as  such  for  the  purposes  of  making  the  transfer  to  the 
trunk  lines. 

Mr.  Gardner.  What  was  the  nature  of  the  railroad  before  its  in- 
corporation ?     Did  it  have  a  physical  existence  ? 

Mr.  Smith.  Yes,  sir;  yeSj  sir. 

Mr.  Gardner.  What  was  it? 
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Mr.  Smith.  It  was  a  part  and  parcel,  and  so  from  a  legal  stand- 
point, as  I  understand  it,  as  well  as  actually,  of  the  Tennessee  Coal, 
Iron  &  Eailroad  Co.,  and  it  was  necessary  to  make  a  separation  of 
the  railroad  properties  from  the  furnace  and  other  properties  for 
the  purpose  of  this  transfer,  and  therefore  the  Birmingham  Southern 
was  isolated,  named,  and  incorporated,  and  its  property  transferred 
to  the  railroads. 

Mr.  Gardner.  Was  it  built  by  the  Tennessee  Coal  &  Iron  Co.  or 
was  it  a  succession  of  switches  that  were  joined  together  and  ex- 
tended ? 

Mr.  Smith.  As  I  indicated  this  morning,  the  original  line  was 
from  Pratt  City  to  Birmingham,  called,  I  think,  the  Pratt  Eailroad. 
Its  purpose  then  was  to  handle  the  coal  from  Pratt  City. 

Mr.  Gardner.  Who,  then,  built  that  railroad? 

Mr.  Smith.  It  was  built  by  Col.  Pratt,  I  believe,  and  some  asso- 
ciates.    It  was  not  connected  at  that  time  with  furnace  operations. 

Mr.  Gardner.  It  simply  transported  the  goods  for  those  who  were 
engaged  in  furnace  operations? 

Mr.  Smith.  No,  sir;  there  was  no  furnace,  I  believe,  at  the  time 
of  its  being  built. 

Mr.  Gardner.  What  was  it  built  for? 

Mr.  Smith.  It  was  built,  as  I  say,  to  handle  coal  for  delivery  in 
Birmingham  and  to  the  trunk  lines  for  further  transportation.  That 
was  about  1871.  My  understanding  is  that  there  was  no  furnace 
located  on  its  rails  at  that  time.  Subsequently  the  Tennessee  Co., 
which  was  an  organization  doing  business  in  the  State  of  Tennessee, 
bought  the  Oxmoor  furnace,  and  either  bought  or  built  the  Alice 
furnace  and  the  Mary  Pratt  Railroad — 'bought  the  Mary  Pratt  Rail- 
road or  the  Pratt  Railroad — and  then  began  the  construction  of 
furnaces  at  Ensley  and  built  some  extensions  from  Pratt  City  down 
to  Ensley.  That  was  the  beginning,  then,  of  the  railroad  properties 
in  that  vicinity  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  Of 
course  they  made  a  subsequent  extension ;  they  built  branches. 

Mr.  Gardner.  Is  there  any  other  railroad  in  the  State  of  Alabama 
or  in  the  neighborhood  of  Birmingham  that  is  owned,  directly  or 
indirectly,  by  the  United  States  Steel  Corporation? 

Mr.  Smith.  Not  that  I  am  aware  of. 

Mr.  Gardner.  Is  the  entire  stock  in  the  Birminghajn  Southern 
held  by  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Smith.  That  is  my  understanding. 

Mr.  Gardner.  You  were  defining  this  morning,  to  some  extent,  the 
difference  between  a  plant  facility  and  any  other  form  of  railroad. 
I  think  that  you  gave  as  a  definition  that  you  considered  it  a  plant 
facility,  even  though  it  might  carry  general  freight,  provided  its 
carriage  of  general  freight  was  an  incident  to  the  main  part  of  its 
business.    Am  I  correct  m  stating  your  views? 

Mr.  Stiiith.  Yes,  sir;  that  is  my  description  of  what  a  railroad- 
plant  facility  was. 

Mr.  Gardner.  Is  there  any  other  salient  point  in  which  a  railroad 
like  the  Birmingham  Southern  differs  from  a  railroad  like  the  Louis- 
ville &  Nashville,  for  instance ;  is  there  any  difference  in  the  manner 
of  billing  freight?  Does  it  bill  through  freight  to  the  Birmingham 
Southern  ? 

Mr.  Smith.  So  far  as  I  know,  its  actual  physical  operation  is  along 
the  same  lines  as  any  other  common  carrier. 
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Mr.  Gabdnek.  But  does  it  bill  through  freight — make  a  through 
rate  ? 

Mr.  Smith.  No,  sir;  at  the  present  time  none  of  the  trunk  lines 
exchange  on  the  basis  of  through  rates. 

Mr.  Gardner.  They  do  what? 

Mr.  Smith.  They  do  not  make  through  rates  in  connection  with  it. 

Mr.  Gardner.  Because  those  through  rates  have  not  yet  been  ap- 
proved by  the  Interstate  Commerce  Commission;  is  that  it? 

Mr.  Smith.  So  far  as  the  Louisville  &  Nashville  is  concerned,  we 
have  declined  to  do  it.    We  can  not  anticipate  what  we  will  do. 

Mr.  Gardner.  Why  do  you  decline  to  do  it  ? 

Mr.  Smith.  As  I  explained  this  morning,  Ave  declined,  in  the  first 
place,  because  our  rates,  first  and  last,  in  connection  with  the  iron 
business  were  established  with  the  idea  that  the  furnace  companies 
should  perform  their  own  plant  services;  and,  secondly,  because  we 
believe  that  any  allowance  to  the  Tennessee  Co.'s  railroad  would  con- 
stitute a  discrimination  against  other  furnace  companies  similarly 
located,  not  only  in  the  Birmingham  district  but  in  the  other  districts. 

Mr.  Gardner.  I  presume  there  are  stations  on  this  Birmingham 
road,  are  there  not? 

Mr.  Smith.  I  presume  so. 

Mr.  Gardner.  Other  than  the  Birmingham  Southern? 

Mr.  Smith.  Yes. 

Mr.  Gardner.  Suppose  they  billed  freight  from  one  of  those  sta- 
tions*, would  they  bill  it  through  to  New  Orleans,  or  to  where  they 
delivered  it  to  you? 

Mr.  Smith.  They  would  handle  it  to  a  junction  with  the  trunk 
lines,  and  the  trunk  lines  would  charge  their  established  rates  from 
the  point  of  interchange. 

Mr.  Gardner.  But  they  would  not  bill  it  through ;  or  would  they 
bill  it  through? 

Mr.  Smith.  No,  sir ;  they  would  not  be  allowed  by  the  trunk  lines 
to  do  so.  We  place  the  Birmingham  Southern,  in  our  interchange 
relation,  in  the  category  of  a  shipper  or  receiver,  not  as  a  railroad. 

Mr.  Gardner.  The  reason  I  asked  the  question  the  other  day  in 
the  discussion  as  to  the  Union  Eailroad  is  that  there  seemed  to  be  a 
feeling  that  there  was  a  significant  difference  between  a  common 
carrier  that  everybody  admits  to  be  a  common  carrier  and  otieof 
these  disputed  classes  of  railroads,  and  that  it  was  a  material  point 
that  the  disputed  class  of  railroad,  to  wit,  the  Union  Railroad  in 
that  particular  case,  did  not  bill  through  freight.  I  wondered  just 
what  it  was ;  whether  that  is  a  material  difference  or  not. 

Mr.  Smith.  I  do  not  know  what  the  legal  aspect  would  be.  Per- 
haps the  Birmingham  Southern  would  give  through  rates  and  bill 
through — give  through  bills  of  lading  and  bill  through — if  the  trunk 
lines  were  willing  that  it  should. 

Mr.  Gardner.  That  is  to  say,  it  is  the  trunk  line  prohibition  rather 
than  anything  in  the  nature  of  things? 

Mr.  Smith.  Heretofore' we  have  insisted  on  treating  it  as  a  shipper 
and  receiver;  not  as  a  railroad. 

Mr.  Gardner.  You  spoke  of  the  Eepublic  Iron  &  Steel  Co.  at 
Thomas. 

iMr.  Smith.  Yes;  at  Thomas. 


2118  UNITED   STATES   STEEL   COEPOHATIOK. 

Mr.  Gaedner.  I  am  just  trying  to  clear  my  own  mind  on  your 
Tiews  that  the  Birmingham  Southern  is  nothing  but  a  glorified  plant 
facility.  I  suppose  that  the  Eepublic  Iron  &  Steel  Co.  at  Thomas 
have  a  plant  facility  of  their  own,  have  they  not? 

Mr.  Smith.  Yes,  sir;  they  have_ nuinerous  tracks  in  and  around 
their  furnaces. 

Mr.  Gaednek.  Connecting  with  the  Birmingham  Southern? 

Mr.  Smith.  With  the  various  trunk  lines  and  the  Birmingham 
Southern. 

Mr.  Gaedner.  Would  you  consider  that  that  was  the  same  kind 
of  plant  facility  as  the  Birmingham  Southern?  Would  you  con- 
sider, for  instance,  that  that  was  a  plant  facility  of  a  plant  facility? 

Mr.  Smith.  I  do  not  catch  your  drift. 

Mr.  Gardner.  My  idea  that  I  am  trying  to  clear  my  mind  on  is 
as  to  where  the  line  is  drawn  between  a  plant  facility  and  a  railroad. 
I  can  see  the  distinction  between  the  Louisville  &  Nashville  and  the 
Birmingham  Southern,  and  yet  I  am  disinclined  to  classify  the 
Birmingham  Southern  with  the  short  stretch  of  track  by  which  the 
Eepublic  Iron  &  Steel  Co.  is  connected  with  the  Birmingham 
Southern  road.  You  call  that  short  stretch  of  track  a  plant  facility, 
and  yet  it  is  almost  inconceivable  to  my  mind  that  a  plant  facility 
can  be  something  that  is  merely  a  plant  facility  in  itself. 

Mr.  Smith.  I  do  not  know  that  I  have  yet  understood  it.  Let  me 
see  if  I  have  gotten  your  drift  rightly. 

Mr.  Gardner.  Very  Well. 

Mr.  Smith.  The  Republic  Co.,  having  its  own  stretch  of  track  in 
and  around  its  furnace,  that  is  purely  a  plant  facility,  inasmuch  as 
it  does  nothing  but  the  work  of  the  furnace.  The  Birmingham 
Southern,  according  to  your  idea,  is  somewhat  different,  because,  in 
addition  to  doing  the  work  of  its  owners,  the  Tennessee  Co.,  it  does  a 
certain  outside,  business. 

Mr.  Gardner.  It  does  work  for  the  plant  facility  of  the  Republic 
Iron  &  Steel. 

Mr.  Smith.  It  stands  ready  to  do  it. 

Mr.  Gardner.  Well. 

Mr.  Smith.  I  do  not  know  that  it  does. 

Mr.  Gardner.  Are  the  tracks  connected? 

Mr.  Smith.  Oh,  yes;  there  is  a  physical  connection  between  the 
Birmingham  Southern  and  the  Republic  Iron  &  Steel  Co. 

Mr.  Gardner.  I  presume  some  business  is  either  done  or  meant  to 
be  done. 

Mr.  Smith.  At  one  time  they  did  haul  coal  for  the  Republic  Co. 
The  Birmingham  Southern,  in  handling  coal  or  pig  iron  for  the 
Eepublic  Co.,  is  in  identically  the  same  catagory,  of  course,  as  when 
it  hauls  business  for  the  Semet-Solvay  Co.  or  the  Barrett  Manu- 
facturing Co.  It  is  hauling  for  other  shippers  not  connected  with 
its  own  operations.  We  believe  that  that  amount  of  business  is  too 
small  to  be  counted.  We  testified  in  the  Birmingham  Southern 
case,  and  I  do  not  believe  that  it.  was  disputed,  that  between  95  and 
98  per  cent  of  the  business  handled  by  the  Birmingham  Southern  was 
for  its  owners,  the  Tennessee  Co.,  and  not  for  outside  people.  We 
thing  that  that  is  a  mere  incident.     It  is  picked-up  business. 

Mr.  Gardner.  Suppose  that  grew  materially  in  size,  that  outside 
business,   would  that,   in   your   opinion,   change   the   Birmingham 
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Southern  from  being  a  mere  plant  facility  into  being  a  full-fledged 
railroad  ? 

Mr.  Smith.  No,  sir ;  I  do  not  think  so. 

Mr.  Gardnek.  At  what  point  would  that  outside  business  reach  a 
sufficient  size — to  what  size  would  it  have  to  grow — to  a  majority 
of  the  business  ? 

Mr.  Smith.  "We  would  not  count  it  that  way.  We  feel  that  any 
money  we  would  give  up  to  the  Birmingham  Southern  on  the  busi- 
ness of  the  Tennessee  Co.  would  inevitably  be  a  discrimination. 
Now,  mind  you,  we  do  not  say  that  the  balance  above  the  actual  cost 
of  doing  that  business  would  constitute  a  discrimination.  But  we 
feel  that  the  facilities  of  the  Birmingham  Southern  are  necessarily 
for  the  plant  work  of  the  Tennessee  Co.,  and  that  should  be  per- 
formed Dj  the  Tennessee  Co.  at  its  own  cost,  just  as  the  Sloss  Co.  or 
the  Birmingham  Coal  &  Iron  Co.  have  to  perform  the  service  at 
their  plant's  cost. 

Mr.  Gardner.  It  is  somewhat  different  from  mere  sidings.  It 
seems  to  me  here  is  a  railroad  which  is  tributary  to  your  railroad. 
Now,  to  a  more  or  less  extent — probably  a  very  much  less  extent — its 
switching  facilities  or  plant  facilities,  or  whatever  you  caU  them,  are 
tributary  to  the  Birmingham  Southern.  But  it  seems  to  me  there  is 
some  line  of  difference  between  the  situation  of  the  Birmingham 
Southern  and  that  of  a  mere  feeder.  Does  the  Sloss-Sheffield  ship 
over  the  Birmingham  Southern? 

Mr.  Smith.  No,  sir.  I  do  not  believe,  as  a  matter  of  fact,  any  of 
the  furnace  companies  are  using  the  Birmingham  Southern;  but 
the  Republic  Co.  formerly  got  coal  from  up  in  this  region,  and  the 
Birmingham  Southern  did  perform  a  service  for  them. 

Mr.  Young.  Was  that  a  .plant- facility  service  ? 

Mr.  Smith.  Yes. 

Mr.  Young.  Supplying  them  with  coal  ? 

Mr.  Smith.  Yes ;  and  they  were  paid  for  it,  all  right. 

Mr.  Young.  Yes ;  but  was  it  a  plant-facility  service  of  the  Repub- 
lic Iron  &  Steel  Co.  when  this  coal  was  being  shipped  to  them  ? 

Mr.  Smith.  No,  sir;  so  far  as  the  Republic  Co.  was  concerned  it 
was  a  commercial  proposition. 

Mr.  Young.  Yes? 

Mr.  Smith.  It  did  not  interest  the  trunk  lines.  Any  services  that 
might  be  performed  as  local  services  by  the  Birmingham  Southern 
for  any  other  concern  did  not  directly  concern  the  trunk-line  rail- 
roads. 

Mr.  Roland.  It  was  Tennessee  Co.  coal. 

Mr.  Danfoeth.  Did  this  Birmingham  Southern  road  issue  any 
bills  of  lading  for  this  independent  merchandise  that  it  took  from 
places  like  the  Barrett  Co.  ?  I  think  you  have  mentioned  the  roofing 
materials  company.  Did  it  issue  any  bills  of  lading  if  those  goods 
were  shipped  through  off  their  line  ? 

Mr.  Smith.  No,  sir.  As  a  matter  of  fact,  they  would  switch  it 
over  to  the  connection,  200  feet  or  a  quarter  of  a  mile,  to  the  Louis- 
ville &  Nashville  or  the  Southern  Railway,  or  any  of  the  other  lines, 
and  they  would  issue  the  bills  of  lading  as  from  Ensley. 

Mr.  Danfoeth.  Suppose  they  were  going  tc  ship  down  to  that 
southern  end,  to  Bessemer,  to  go  off  of  that  line;  that  would  be 
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quite  a  distance.  4  or  6  miles.  Would  they  then  issue  the  bills  of 
lading  ? 

Mr.  Smith.  I  suppose  not. 

Mr.  Danfoeth.  Do  you  know  ? 

Mr.  Smith.  Because  the  trunk  lines  terminating  at  Bessemer, 
connecting  there  with  the  Birmingham  Southern,  would  insist  on 
treating  it  then  as  a  Bessemer  shipment. 

Mr.  Danfoeth.  You  do  not  know,  then,  whether  they  would  issue 
any  through  bills  of  lading? 

Mr.  Smith.  No,  sir ;  I  could  not  answer  that. 

Mr.  Danfoeth.  You  mentioned  this  morning  that  some  time  in 
1895  and  1896, 1  think,  when  Mr.  Gates  and  Mr.  Topping  were  inter- 
ested in  the  Tennessee  property,  they  made  a  request  to  be  allowed 
charges  on  this  road? 

Mr.  Smith.  Yes. 

Mr.  Danfoeth.  Do  you  remember  what  they  asked  to  be  allowed? 

Mr.  Smith.  The  proposition  submitted  by  them  some  short  while, 
two  or  three  months,  following  the  transfer  of  the  road  back  to 
them,  was,  as  I  recall  it,  for  20  per  cent  of  all  long-haul  rates  and 
four  or  five  dollars  per  car  in  connection  with  all  short-haul  rates. 

Mr.  Danfoeth.  How  would  that  compare  with  the  pfesent  demand 
or  agreement  that  they  made  with  the  Atlanta,  Birmingham  & 
Atlantic? 

Mr.  Smith.  If  such  an  arrangement  as  that  were  put  into  effect 
it  would  be  a  very  much  greater  take-out  from  the  trunk  line  rail- 
road's earnings  than  the  present  demand. 

Mr.  Danfoeth.  Than  the  charge  that  the  Birmingham  Oo.  under- 
took to  make  to  this  Atlanta  road  ? 

Mr.  Smith.  Yes. 

Mr.  Danfoeth.  Does  your  road  reach  Ensley  ? 

Mr.  Smith.  Yes. 

Mr.  Danfoeth.  And  you  take  out  iron  and  like  commodities  from 
that  mill? 

Mr.  Smith.  Yes. 

Mr.  Danfoeth.  Do  you  charge  them  for  that  service  ? 

Mr.  Smith.  I  do  not  exactly  understand. 

Mr.  Danfoeth.  Do  you  make  what,  I  think,  have  been  tetmed 
terminal  charges  for  taking  that  off  on  your  line  ? 

Mr.  Smith.  We  charge  from  Ensley  the  Ensley  proper  rate ;  and 
if  the  business  should  be  competitive 

Mr.  Danfoeth.  The  Ensley  proper  rate? 

Mr.  Smith.  Yes;  the  district  rate.  I  perhaps  could  illustrate  it 
better:  Suppose  that  the  Barrett  Manufacturing  Co.,  which  is  located 
on  the  line  of  the  Birmingham  Southern  at  Ensley,  should  make  a 
shipment  of  roofing  paper  to  Louisville.  We  would  charge  the 
Ensley  rate  from  Ensley  to  Louisville  and  absorb  the  Birmingham 
Southern  switching  charge  at  $2  a  car,  paying  it  to  the  Birmingham 
Southern. 

Mr.  Danfoeth.  How  far  would  they  go  over  the  Birmingham 
Southern  in  such  a  transaction  as  that? 

Mr.  Smith.  A  few  hundred  feet. 

Mr.  Danfoeth.  That  would  simply  be  a  switching  charge  for 
moving  the  car  ? 

Mr.  Smith.  A  switching  charge  pure  and  simple. 
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Mr.  Danfoeth.  What  iron  mill  is  it  which  is  at  Ensley  ? 

Mr.  Smith.  The  Tennessee  Co.  has  five  furnace  stacks  and  a  rail 
mill  and  billet  mill. 

Mr.  DANroETH.  That  is  one  of  the  Tennessee  Coal  &  Iron  Co.'s 
plants  ? 

Mr.  Smith.  It  is  their  largest  plant. 

Mr.  Dantoeth.  Do  you  not  make  any  terminal  charge  there  for 
taking  out  their  cars — any  different  charge,  say,  from  what  it  would 
be  from  one  of  the  plants  nearer  Birmingham  ? 

Mr.  Smith.  No,  sir;  on  pig  iron  and  the  products  of  iron  the  rates 
from  Ensley,  from  Bessemer,  and  from  Birmingham  are  all  the 
same — -one  rate. 

Mr.  Reed,  I  do  not  think  you  understand  Mr.  Danforth's  question. 

Mr.  Smith.  I  am  afraid  I  do  not. 

Mr.  Reed.  He  means,  if  you  were  to  deliver  that  car  to  the  At- 
lanta, Birmingham  &  Atlantic  at  Bessemer,  say,  would  you  charge 
the  Atlanta,  Birmingham  &  Atlantic  for  the  service  you  rendered 
to  them? 

Mr.  Danfoeth.  What  you  term  a  terminal  charge;  would  you 
charge  the  Atlanta,  Birmingham  &,  Atlantic  on  that  car,  or  by  the 
ton? 

Mr.  Smith.  On  pig  iron  ?  I  will  ask  Mr.  Com>pton  what  the  figure 
is..   Mr.  Roland  says  it  is  25  cents,  and  he  would  absorb  the  switcliing. 

Mr.  Danfoeth.  As  I  understand  it,  this  agreement  which  you 
object  to,  and  which  was  entered  into  between  the  Atlanta,  Birming- 
ham &  Atlantic  and  the  Birmingham  Southern,  contemplated  the 
charge  of  20  cents  for  that  same  service? 

Mr.  Smith.  Yes. 

Mr.  Danfoeth.  So  that  you  are  now  charging  5  cents  more  than 
the  charge  you  object  to  their  making? 

Mr.  Smith.  Yes. 

Mr.  Danfoeth.  In  the  interest  of  commerce,  I  suppose. 

Mr.  Smith.  We  objected  to  any  paiyment  being  made  to  the  Bir- 
mingham Southern. 

Mr.  Danfoeth.  Because  it  comes  out  of  your  coffers? 

Mr.  Smith.  No,  sir;  because  I  doubt  if  we  would  handle  it,  be- 
cause it  is  a  plant  facility  service  for  which  we  think  there  should  be 
no  payment.  We  think  that  the  Tennessee  Co.  should  deliver  its 
outbound  shipments  to  the  trunk  lines  in  the  district. 

Mr.  Danfoeth.  And  you  object  to  the  Atlanta,  Birmingham  & 
Atlantic  getting  a  reduced  rate  from  this  plant  facility  line  of  about 
15  or  16  miles  in  length,  operating  its  own  plant  under  its  own 
charter  and  on  its  own  line  at  5  cents  a  ton  less  than  you,  who  are 
what  may  perhaps  properly  be  called  a  trunk  line,  have  been  hereto- 
fore charging? 

Mr.  Smith.  No,  sir ;  I  would  not  put  it  that  way. 

Mr.  Danfoeth.  Is  it  not  a  fact? 

Mr.  Smith.  The  objection  would  be  the  same,  if  we  charged  15 
cents  and  they  charged  20  cents,  or  if  we  charged  20  cents  and  they 
charged  20  cents.  .  ,       ,  -,j. 

Mr.  Danfoeth.  Wait  a  moment,  right  there.  If  you  charged  15 
cents  right  now,  the  Atlanta,  Birmingham  &  Atlantic  would  not  be 
likely  to  enter  into  a  contract  with  the  Birwiingham  to  pay  them  20' 
cents,  would  they? 
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Mr.  Smith.  Yes;  I  think  so.  If  I  recollect  Mr.  Atkinson's  testi- 
mony in  the  Birmingham  Southern  case,  he  would  have  made  it, 
regardless  of  the  fact  that  our  charge  might  have  been  15  cents  and 
they  demanded  20  cents. 

Mr.  Daxforth.  If  he  testified  in  some  other  court  or  before  some 
other  tribunal,  we  have  not  had  the  advantage  of  his  testimony. 

Mr.  SsriTH.  I  am  making  my  statement  based  on  that,  however. 

Mr.  Danfoeth.  Who  is  Atkinson? 

Mr.  Sjiith.  He  is  the  receiver  of  the  Atlanta,  Birmingham  &  At- 
lantic.   He  is  here,  and  can  subsequently  answer  any  questions. 

Mr.  Gardner.  I  wish  you  would  explain  a  little  more  just  what 
plant  facility  does.  Does  it  switch  the  coal  around  its  own  yards 
and  do  the  internal  work,  as  well  as  deliver  cars  to  the  railroads,  the 
trunk  lines,  or  the  Birmingham  Southern,  as  the  case  may  be?  Does 
it  haul  around  hot  pots  and  that  sort  of  thing? 

Mr.  Smith.  The  Birmingham  Southern? 

Mr.  Gardner.  No ;  I  mean  plant  facilities  in  general. 

Mr.  Smith.  I  would  like  to  answer  in  this  way,  if  you  do  not  mind, 
sir.  The  Birmingham  Southern  performs  services  in  handling  coal 
from  its  mines,  switching  from  plant  to  plant  of  its  own,  handling 
hot  pots  of  metal  between  one  plant  and  another,  and  handling  cinder 
pots  and  slag  pots  to  the  dumps ;  moving  coke  from  the  ovens  to  the 
furnaces  proper;  handling  the  inbound  raw  material  brought  in  by 
the  trunk  lines,  as  well  as  its  own  general  freight ;  and  it  handles  the 
outgoing  freight  for  market.  In  each  and  every  instance,  as  we  view 
the  Birmingham  Southern  situation,  it  is  performing  a  plant  service, 
and  every  bit  of  its  rails  is  needed  for  the  performance  of  these  plant 
services,  in  which  the  railroads  themselves  are  not  directly  concerned. 

Mr.  Gardner.  Are  those  plant  services — the  services  at  Thomas  of 
the  Republic  Iron  &  Steel  Co?    Do  they  handle  outgoing  freight? 

Mr.  Smith.  Yes,  sir. 

Mr.  Gardner  (continuing).  Or  do  you  take  it  right  at  their  yards? 

Mr.  Smith.  No,  sir.  They  place  their  empties  in  the  yard,  load 
them,  and  switch  them  out  to  the  interchange  track,  where  the  rail- 
roads pick  them  up. 

Mr.  Gardner.  What  is  an  interchange  track? 

Mr.  Smith.  It  is  a  track  adjacent  to  the  mills,  on  the  railroad, 
v/here  the  cars  are  set,  and  they  run  the  engine  in  and  attach  the  cars 
and  pull  them  out. 

Mr.  YoTJNG.  Mr.  Smith,  as  I  understand  your  position — and  you 
will  correct  me  if  I  am  wrong — it  is  that  you  claim  this  Birmingham 
Southern  road  is  a  mere  plant  facility  because  it  simply  connects 
the  different  plants  of  the  Tennessee  Coal,  Iron  &  Railroad  Co,  with 
the  coal  mines,  and  assembles  the  material  which  belongs  to  that  com- 
pany where  it  is  needed,  and  in  shipping  out  freight  simply  connects 
with  the  trunk  lines  and  delivers  to  the  trunk  lines.  Is  that  it,  prac- 
tically? 

Mr.  Smith.  Yes;  that  is,  I  think,  a  proper  statement.  I  might 
go  a  little  further 

Mr.  Young  (interposing).  Suppose  these  coal  mines  were  situated 
200  miles  from  the  plant  where  the  coal  is  used,  and  the  roads  deliv- 
ered this  coal  over  this  mileage  to  the  plant  and  did  a  trifling  amount 
of  business  for  other  people  along  the  line  of  road,  would  you  still 
regard  that  as  a  mere  plant  facility? 
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Mr.  Smith.  Yes,  sir;  because  it  would  have  be'en  built  for  the 
purposes  of  the  plant,  and  performs  practically  nothing  else  but  the 
plant  service. 

Mr.  Young.  Then,  if  that  is  the  distinction  that  you  want  to 
draw — that  is,  that  the  main  business  of  the  plant  is  to  serve  the 
company  building  it,  and  it  is  a  plant  facility  no  matter  how  exten- 
sive it  may  become 

Mr.  Smith  (interposing).  That  is,  it  does  not  matter  how  exten- 
sive it  may  become  or  how  much  business  it  may  pick  up  incidentally. 

Mr.  Young.  Take  the  example  we  had  up  the  other  day  of  the 
Bessemer  &  Lake  Erie  road,  which  runs  from  Conneaut  to  Pitts- 
burgh and  handles  about  7,000,000  tons  of  ore  for  'the  Carnegie  Co. 
and  perhaps  6  or  7  per  cent  of  that  amount  of  material  for  other 
people.    Would  you  regard  that  as  a  plant  facility  ? 

Mr.  Smith.  You  appreciate  the  fact  that  I  have  no  practical 
knowledge  of  the  affairs  in  the  Pittsburgh  district,  but  as  an  abstract 
proposition  I  would  regard  that  as  a  plant  facility. 

Mr,  Young.  As  a  plant  facility? 

Mr.  Smith.  Yes,  sir. 

Mr.  Young.  That  would  be  the  same,  I  take  it,  if  these  roads  were 
built  from  Pittsburgh  to  the  Lake  Superior  Iron  Co.  and  carried 
ore  by  rail  all  that  distance,  if  the  great  bulk  of  the  business — 90 
per  cent  or  so — was  done  for  the  manufacturing  corporation  that 
owned  the  railroad;  you  would  still. regard  that  as  a  plant  facility? 

Mr.  Smith.  I  think  it  would  be,  sir,  under  my  definition  of  the 
Birmingham  Southern. 

Mr.  Young.  You  think  your  definition  is  the  correct  one,  as  you 
understand  it? 

Mr.  Smith.  Yes,  sir. 

Mr.  Young.  So  the  extent  of  the  line  has  nothing  to  do  with  it 
whatever  ?  It  is  simply  a  question  of  what  the  main  purpose  was  in 
building  the  road? 

Mr.  Smith.  The  main  business  of  the  road — what  it  was  built  for 
and  what  it  does. 

Mr.  Young.  But  this  road,  so  extensive  as  either  of  these  I  have 
described,  would  be  liable  to  all  the  responsibilities  of  a  common 
carrier,  would  it  not?  It  would  be  under  the  jurisdiction  of  the 
Interstate  Commerce  Commission;  all  laws  of  the  United  States  in 
regard  to  safety  appliances,  and  so  forth,  would  apply  to  it  just 
the  same  as  they  do  to  your  road? 

Mr.  Smith.  I  think  that  would  be  a  fact,  sir.    That  is  a  legal 

question. 

Mr.  Young.  Then,  suppose  it  should  turn  out  at  some  time  in  the 
future,  owing  to  some  discoverjr  perhaps  of  large  bodies  of  raw  mate- 
rial, the  business  of  the  Louisville  &  Nashville  should  so  change  that 
nine-tenths  of  its  business  was  done  for  one  concern  and  that  the 
majority  of  its  stock  gradually  drifted  into  the  ownership  of  that 
one  concern,  would  you  think  it  would  then  become  a  plant  facility 
of  that  concern? 

Mr.  Smith.  I  am  inclined  to  think  that  it  would,  sir.  The  profits 
would  all  accrue  to  that  concern,  and  it  would  be  engaged,  as  you 
express  it,  in  doing  nine-tenths  of  this  work  for  that  concern,  its 
owner,  and  the  rest  of  the  business  would  be  purely  incidental 
traffic. 
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Mr.  Young.  Then,  as  I  understand  it,  the  line  of  demarcation 
that  you  have  in  your  mind  between  a  mere  plant  facility  and  a 
common  carrier  is  that  the  mere  plant  facility  performs  the  great 
bulk  of  its  work  for  its  own  owner? 

Mr.  Smith.  That  is  necessarily  so. 

Mr.  Young.  That  is  all,  Mr.  Chairman. 

Mr.  Danfokth.  Mr.  Smith,'  I  think  you  testified  this  morning 
that  the  Atlanta,  Birmingham  &  Atlantic  is  a  competing  line  with 
yours  to  certain  points? 

Mr.  Smith.  Yes,  sir. 

Mr.  Danforth.  If  you  carry  these  commoAities  to  the  Atlanta, 
Birmingham  &  Atlantic  and  charge  them  25  cents  a  ton,  they  have  to 
absorb  that  in  their  charge  ? 

Mr.  Sjiith.  That  is  the  present-day  condition. 

Mr.  Danforth.  Suppose  you  shipped  to  some  point  over  your  own 
line  through,  do  you  include  that  charge  in  your  through  rate?^ 

Mr.  Smith.  The  through  rate,  of  course,  is  the  same. 

Mr.  Danforth.  Suppose  to  Savannah,  Ga. — I  do  not  know  where 
you  do  compete? 

Mr.  Smith.  We  both  reach  Atlanta. 

Mr.  Danforth.  Suppose  each  road  has  a  shipment  over  its  own  line 
to  Atlanta.  The  shipment  over  the  Atlanta,  Birmingham  &  Atlantic, 
which  it  receives  from  you,  is  chargeable  with  25  cents  a  ton,  which 
they  pay  to  you  and  which  must  be  absorbed  in  the  through  rate. 
The  shipment  which  goes  over  your  line  direct,  without  going  over 
the  Atlanta,  Birmingham  &  Atlantic,  is  also  allowed  to  saddle  itself 
with  the  additional  25  cents? 

Mr.  Smith.  No,  sir.    The  same  rates  apply  in  both  cases. 

We  will  assume  the  rate  from  Ensley  to  Atlanta  to  be  $1.  The 
Atlanta,  Birmingham  &  Atlantic  to  get  that  business  is  bound  to 
make  a  through  rate  of  $1.  If  we  or  the  Southern  or  any  other  line 
charge  them  25  cents,  they  have  to  pay  that  or  forego  the  trafBc. 
Their  own  proportion  therefore  would  be  75  cents.  If  the  Louisville 
&  Nashville  should  take  the  same  business  and  handle  it  over  its  own 
rails  all  the  way,  they  would  charge  them  $■!.  The  rate  would  be  the 
same. 

Mr.  Danforth.  So  your  road  then  for  that  through  shipment 
would  be  getting  the  full  dollar  ? 

Mr.  Smith.  We  would  get  the  full  revenue. 

Mr.  Danforth.  Whereas  they  would  get  the  75  cents  ? 

Mr.  Smith.  Yes,  sir. 

Mr.  Danforth.  On  the  other  side  of  the  picture,  if  they  are  al- 
lowed to  carry  out  their  proposed  contract  with  the  Birmingham 
Southern,  they  can  absorb  for  their  own  benefit  80  cents  of  the  aolhic 
and  the  Birmingham  Southern  would  get  20  cents. 

Mr.  Smith.  That  would  be  true.  When  the  district  rate,  so  called— 
the  charge  that  one  line  makes  another  in  that  district — is  considered, 
for  a  long  while  it  has  been  that  figure  of  25  cents.  The  demand  on 
us  was  for  that  allowance  to  the  Birmingham  Southern.  The  At- 
lanta, Birmingham  &  Atlantic,  however,  negotiated  for  a  2ff-cent 
rate.  That  proportion  has  never  been  put  into  etfeet.  If  it  should 
be,  it  becomes  a  competitive  proposition,  and  we  must  either  reduee 
our  charge  or  go  without  the  business. 

Mr.  Danforth.  Lose  the  business  or  drop  the  20  cents  ? 
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Mr.  Smith.  Yes,  sir.  So  it  is  not  a  question  of  our  refusing  to 
permit  them  to  get  all  the  business  as  cheaply  as  they  can.  It  was 
not  that. 

Mr.  DANroKTH.  They  would  get  it.  They  would  make  5  cents 
)nore  on  every  ton  shipped? 

Mr.  Smith.  It  would  be,  in  other  words,  in  the  case  of  Ensley  5 
cents  a  ton  more.  Sometimes  they  reach  Bessemer  and  Birmingham, 
where  the  other  furnaces  are,  and  have  no  need  of  absorbing  beyond 
the  switching  charge  in  any  case;  but  they  get  the  business  on  the 
same  terms  we  do. 

Mr.  Young.  Mr.  Smith,  when  the  trunk  lines  owned  the  Birming- 
ham Southern,  did  they  perform  the  same  service  in  connection 
with  these  plants  that  is  now  performed  by  the  Birmingham 
Southern  ? 

Mr.  Smith.  The  Birmingham  Southern,  when  it  was  bought  by 
the  trunk  lines,  as  1  testified  earlier  to-day,  was  given  over  to  the 
joint  use  of  the  roads  centering  at  Birmingham.  It  was  operated 
iiirst  as  a  terminal  company.  It  performed  services  for  the  Tennessee 
Coal,  Iron  &  Railroad  Co.  in  handling  their  plant  work,  and  they 
paid  the  cost.  The  road  was  not  operated,  you  will  undertand,  as  a 
road  commonly  is — that  is,  to  make  profit ;  but  was  operated  and  its 
cost  of  operation  charged  back  to  the  different  users  of  the  rails. 

Mr.  Young.  Then  the  actual  cost  of  operation  was  in  addition  to 
your  ordinary  rate  for  shipping? 

Mr.  Smith.  No,  sir. 

Mr.  Young.  It  did  not  affect  your  freight  rates  ? 

Mr.  Smith.  No,  sir.    We  absorbed  that  cost  ourselves. 

Mr.  Young.  But  you  charged  the  expense  back  to  those  companies 
for  whom  you  performed  the  service? 

Mr.  Smith.  No,  sir. 

Mr.  Young.  You  made  no  charge  for  it? 

Mr.  Smith.  No,  sir. 

Mr.  Young.  It  cost  you  something  to  do  it  ? 

Mr.  Smith.  It  costs  us  something  to  do  it — something  over  $2  per 
car. 

Mr.  Young.  But  you  made  no  charge  to  the  parties  for  whom  you 
performed  that  service? 

Mr.  Smith.  That  is  true. 

Mr.  Young.  That  was  included  in  your  regular  charge? 

Mr.  Smith.  Yes,  sir. 

Mr.  Young.  When  you  sold  that  back  to  the  Tennessee  Coal,  Iron 
&  Railroad  Co.  did  you  reduce  your  freight  rate  ? 

Mr.  Smith.  No,  sir;  not  as  a  general  proposition.  Rates  are 
changing  all  the  time. . 

Mr.  Young.  I  mean  on  this  business  you  did  for  those  companies 
at  the  Birmingham  district.  After  throwing  back  on  them  the 
charge  of  operating  this  terminal  road,  if  you  call  it  such,  you  still 
charged  them  just  as  much  as  though  you  had  paid  that  expense  of 
about  $2  yourself  ?  ^        xi       • 

Mr.  Smith.  We  made  no  change  at  all  m  our  rates — ^that  is,  as  a 
result  of  that.  You  will  understand,  though,_that  if  the  service  were 
performed  for  a  certain  shipper,  he  paid  for  it. 
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Mr.  Young.  I  asked  you  if  you  charged  the  plant  anything  for 
this  work. 

Mr.  S^riTH.  When  we  perform  the  service.  We  charged  the  Ten- 
nessee Coal,  Iron  &  Railroad  Co.,  for  example,  at  cost,  whatever  it 
was,  for  handling  their  cinder  pots  and  hot  metal.  If  we  should 
have  performed  a  switching  service  for  any  one  of  the  concerns  for 
handling  a  shipment  from  the  Birmingham  Southern,  from  Bir- 
mingham to  Ensley,  there  was  a  fixed  tariff  charge  which  we  as- 
sessed, that  money  being  credited  to  the  cost  of  the  operation  before 
it  was  prorated  among  the  railroads. 

Mr.  Young.  That  is  just  the  question  I  ask  you,  and  I  understood 
you  to  deny  that  you  made  any  such  charge,  but  that  you  stated  it  was 
included  in  the  freight  rate. 

Mr.  Smith.  The  charge  for  the  service  that  the  Birmingham 
Southern  performed  for  the  Louisville  &  Nashville  and  for  the 
Frisco. 

Mr.  Young.  I  am  not  talking  about  that.  I  said  the  service  you 
performed  for  these  plants  in  switching  their  cars. 

Mr.  Smith.  For  any  service  we  performed  for  them  between  one 
point  and  another  the  Birmingham  Southern  was  charged. 

Mr.  Young.  In  addition  to  your  freight  rate? 

Mr.  Smith.  Yes;  the  only  difference  being  that  if  the  shipper 
made  a  shipment  from  a  point  on  this  Birmingham  Southern,  we 
will  say  to  Louisville,  we  applied  the  rate  from  his  plant  and  paid 
ourselves  the  cost,  or  absorbed  the  cost. 

Mr.  Young.  Do  you  mean  you  added  the  terminal  cost  to  your 
rate? 

Mr.  Smith.  No,  sir.  Perhaps  I  could  state  it  this  way  and  make 
it  clear:  We  have  a  certain  line  of  tracks  in  Birmingham  of  our 
own,  individually.  We  give  the  Birmingham  rate  to  every  shipper 
on  those  tracks.  If  there  is  a  cost  of  getting  it  from  his  side  track 
over  to  our  yards,  as  there  is,  we  do  not  assess  that  in  addition  to 
our  rate,  but  we  absorb  it  in  our  rate.  That  is  identically  the  situa- 
tion with  the  Birmingham  Southern.  The  purchase  of  the  Bir- 
mingham Southern  by  the  trunk  lines  simply  meant  an  extension  of 
their  own  individual  facilities  over  an  additional  territory  covered 
by  the  Birmingham  Southern. 

Mr.  Young.  You  have  answered  this  both  ways.  I  want  to  know 
if  when  you  did  that  and  shipped  cars  over  this  Birmingham  South- 
ern onto  your  line  you  made  an  extra  charge  for  that,  or  was  that 
a  part  of  your  through  rate  from  the  Birmingham  district. 

Mr.  Eeed.  If  you  will  give  some  specific  illustration,  I  think  he 
can  explain  it  better — such  as  a  shipment  from  Birmingham  to 
Louisville. 

Mr.  Smith.  I  can  illustrate  it,  Mr.  Young.  This  point  here  [in- 
dicating on  map]  Wylam,  is  not  touched  by  the  rails  of  the  trunk 
line.  It  was  on  the  Birmingham  Southern  as  it  existed  prior  to 
1906.  A  shipper  at  Wylam,  making  a  consignment  to  Louisville, 
has  his  charge  from  Wylam,  and  the  cost  of  the  Birmingham  South- 
ern switching  over  to  the  Louisville  &  Nashville  at  Ensley,  where 
our  private  rails  began,  was  borne  by  the  Louisville  &  Nashville,  be- 
cause the  ownership  by  the  Louisville  &  Nashville  of  the  Birming- 
ham Southern  at  that  time  extended  its  rails  to  Wylam. 
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Mr.  Young.  It  cost  you  somethiiig  to  do  that,  did  it  not  ? 

Mr.  Smith.  The  average  cost  was  something  over  $2  per  car. 

Mr.  Young.  When  you  sold  that  road  back  to  the  Tennessee  Coal, 
Iron  &  Eailroad  Co.,  you  got  rid  of  that  expense,  did  you  not,  that 
you  would  have  had  on  the  particular  shipment  you  have  spoken  of, 
of  getting  it  out  to  the  connection  with  the  Louisville  &  Nashville, 
at  a  cost  to  you  of  about  $2  per  car  ? 

Mr.  Smith.  We  to-day  stand  ready  to  absorb  $2  per  car,  paying 
it  to  the  Birmingham  Southern  out  of  our  rate  from  Ensley,  which 
would  make  the  charges  equivalent  to  that. 

Mr.  Young.  But  when  you  owned  the  Birmingham  Southern,  you 
shipped  from  this  small  town  of  Wylam  at  the  same  rate  you  now 
charge,  or  that  you  did  immediately  after  the  transfer  back,  from 
Ensley,  and  yet  it  cost  you  $2  to  perform  that  service. 

Mr.  Smith.  It  costs  $2  now.    We  absorb  $2  per  car  switching. 

Mr.  Young.  Ifou  do  that  with  the  Birmingham  Southern? 

Mr.  Smith.  We  stand  ready  to  do  it. 

Mr.  Young.  Do  you  do  it? 

Mr.  Smith.  Yes,  sir ;  it  is  so  published. 

Mr.  Reed.  But  not  the  Tennessee  Coal,  Iron  &  Railroad  Co.  ship- 
ments ? 

Mr.  Smith.  No  ;  not  the  shipments  of  the  Tennessee  Coal,  Iron  & 
Railroad  Co. 

]Vtr.  Young.  Then  it  was  manifestly  to  your  advantage  to  sell  that 
road  back?  You  got  the  same  rate  and  got  rid  of  the  burden  of 
those  expenses? 

Mr.  Smith.  I  could  not  answer  that,  because  I  do  not  know  just 
how  the  result  of  the  accounting  came  out. 

Mr.  Young.  That -is  the  fact,  is  it  not — it  decreased  your  expense 
and  you  got  the  same  revenue  ? 

Mr.  Smith.  Our. management  was  glad  to  get  rid  of  it  for  other 
reasons.    It  resulted  in  discrimination. 

Mr.  Young.  It  did  not  decrease  your  revenue  in  any  way,  did  it  ? 

Mr.  Smith.  The  sale  back? 

Mr.  Young.  Yes. 

Mr.  Smith.  Decreased? 

Mr.  Young.  Yes. 

Mr.  Smith.  No,  sir. 

Mr.  Young.  And  it  did  decrease  to  some  extent  your  expense  on 
these  shipinents  irom  the  Birmingham  district  that  went  over  the 
lines  of  this  Birmingham  Southern ;  you  got  rid  of  that  expense  of 
that  switching  charge  ?  „  ^  ^    , 

Mr'.  Smith.  Yes,  sir.  We  got  rid  of  the  expense  of  Tennessee  Coal, 
Iron  &  Railroad  business. 

Mr.  Young,  You  m?ide  no  reduction  in  your  rate  m  consequence? 
That  is  right,  is  it  not?  '.  , 

Mr.  Smith.  Yes,  sir ;  and  we  did  not  advance  either. 

Mr.  Young.  You  did  not  advance  for  doing  less  work? 

Mr.  Sm:itb.  No,  sir. 

Mr.  Young.  You  were  very  kind  about  that. 

Mr.  Smith.  That  was  the  real  reason  that  actuated  our  management 
in  selling  the  property. 

Mr.  Young.  To  get  rid  of  that  expense? 
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Mr.  Smith.  No.  The  discrimination  resulted  in  our  absorbing  a 
cost  which  should  have  accrued  to  the  Tennessee  Coal,  Iron  &  Rail- 
road Co. 

Mr.  Beall.  Was  not  the  sale  of  that  road  back  to  those  companies 
made  in  response  to  their  demand  that  it  should  be  done. 

Mr.  Smith.  That  is  true  enough.    They  asked  that  it  be  done. 

Mr.  Beall.  They  were  enlarging  their  plant  at  that  time  or  were 
contemplating  enlarging  their  plant,  and,  as  one  of  the  conditions,  did 
not  they  insist  that  this  Birmingham  Southern  Eailroad  should  be 
transferred  back  to  them? 

Mr.  Smith.  That  is  a  fact.  They  claimed  in  addition  they  were  not 
getting  the  proper  service. 

Mr.  Beall.  At  that  Ensley  plant,  as  a  matter  of  fact,  are  there  any 
of  the  shipments  from  that  plant  delivered  to  the  Atlanta,  Birming- 
ham &  Atlantic,  to  be  redelivered  to  the  trunk  line  ? 

Mr.  Smith.  No,  sir;  for  the  reason  that  the  Atlanta,  Birmingham 
&  Atlantic  does  not  reach  Ensley. 

Mr.  Beall.  Any  of  these  other  plants — are  any  of  these  shipments 
ever  turned  over  to  the  Atlanta,  Birmingham  &  Atlantic  to  be  rede- 
livered to  you  ? 

Mr.  Smith.  No,  sir;  I  do  not  think  so.  We  reach  all  the  plants 
with  our  own  rails. 

Mr.  Beall.  As  a  matter  of  fact,  has  the  Atlanta,  Birmingham  & 
Atlantic  been  paying  you  25  cents  a  ton  for  freight  delivered  by  it 
to  you  ? 

Mr.  Smith.  I  have  answered  in  this  way  for  the  reason  I  do  not 
know  how  much  freight,  if  any,  we  handled  for  the  Atlanta,  Bir- 
mingham &  Atlantic,  but  if  we  should  handle  any  freight  for  the 
Atlanta,  Birmingham  &  Atlantic  from  Ensley,'we  would  accept  our 
charge  of  25  cents  a  ton  on  pig  iron. 

Mr.  Beall.  Has  this  Birmingham  Southern  stations  at  all  these 
different  points  where  these  plants  are  located? 

Mr.  Smith.  It  has  stations  at  Birmingham,  Ensley,  Corey,  and 
Bessemer.    I  do  not  know  about  the  rest. 

Mr.  Beall.  Does  it  run  trains  by  schedule?  Does  it  have  any 
schedule  for  trains? 

Mr.  Smith.  It  holds  itself  out  only  as  a  freight  carrier. 

Mr.  Beall.  It  runs  no  passenger  trains? 

Mr.  Smith.  No,  sir.  It  does  some  passenger  business,  but  I  under- 
stand it  is  in  handling  its  own  people — ^handling  its  own  miners  from 
their  homes  or  the  stockade  to  the  yards. 

Mr.  Reed.  You  mean  the  Tennessee  Coal,  Iron  &  Railroad  Co. 
miners  ? 

iNTr.  Smith.  Yes. 

^h.  Beall.  You^aid  the  "stockade."    What  did  you  mean  by  that? 

Mr.  S:mith.  They  employ  convict  miners,  or  have  been,  and  they 
are  kept  overnight  in  these  stockades. 

]\Ir.  Beall.  The  Tennessee  Coal,  Iron  &  Railroad  Co.  ? 

Mr.  Smith.  Yes,  sir;  the  Tennessee  Coal,  Iron  &  Railroad  Co. 

jNIr.  Beall.  Does  it  run  any  freight  trains  that  have  any  regular 
schedule.  ? 

Mr.  Smith.  I  believe  so. 

Mr.  Beall.  But  it  runs  no  passenger  trains? 

Mr.  Smith.  That  is  my  understanding. 
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Mr.  Beall.  In  answer  to  Mr.  Young's  question  something  was 
said  about  that  Bessemer  &  Lake  Erie  situation.  I  will  ask  you 
\vith  reference  to  some  kinds  of  traffic  if  the  railroad  could  not  be 
simply  a  switching  facility  and  with  respect  to  other  kinds  of  traffic 
be  a  common  carrier? 

Mr.  Reed.  "All  things  to  all  men"? 

Mr.  Smith.  Speaking  from  the  standpoint  of  the  attitude  of  the 
Louisville  &  JSTashville  toward  the  Birmingham  Southern,  I  should 
say,  yes. 

Mr.  Beall.  To  illustrate  what  I  mean:  Suppose  there  is  a  road 
down  here  [indicating  on  the  map],  and  there  is  an  extension  of  it, 
and  suppose  you  concede  that  as  a  matter  of  fact  most  of  the  busi- 
ness that  comes  down  that  road  is  in  connection  with  a  company 
that  owns  the  road.  Could  not  it  be  true  that  if  freight  originated 
at  the  plant  on  that  road  along  here  [indicaing  on  the  map]  and  it 
simply  delivered  it  to  other  roads  in  its  immediate  vicinity — would  it 
not  be  simply  a  switching  facility  in  your  judgment? 

Mr.  Smith.  A  plant  facility  ? 

Mr.  Bball.  Yes;  a  plant  facility. 

Mr.  Smith.  That  is  my  idea  altogether,  that  in  switching  this 
business  out  to  the  trunk  line  it  is  performing  a  function  for  itself. 

Mr.  Beall.  It  is  performing  the  function  of  a  plant  facility? 

Mr.  Smith.  Yes. 

Mr.  Beall.  Suppose,  though,  it  received  a  carload  of  some  kind  of 
material,  say,  from  its  own  plant,  and  it  is  carried  up  here  100  miles 
and  delivered  up  there  to  a  connecting  carrier  to  run  over  to  To- 
ledo, Ohio;  would  not  there  be,  in  your  opinion,  a  difference  in  the 
kind  of  function  that  it  was  performing  in  the  two  cases? 

Mr.  Smith.  No,  sir.  It  is  handling  its  own  traffic  for  delivery  to 
a  legal  common  carrier,  an  actual  common  carrier,  I  mean. 

Mr.  Beall.  You  would  not  make  any  distinction  ? 

Mr.  Smith.  I  would  not  make  any  distinction.  You  will  under- 
stand I  am  speaking  now  in  an  abstract  way,  not  having  any  knowl- 
edge of  the  affairs  of  that  road  or  what  its  business  is. 

Mr.  Beall.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Does  anybody  else  care  to  ask  Mr.  Smitli  any 
questions?    If  not,  he  may  be  excused. 

(Witness  excused.) 

(The  petition  of  the  Louisville  &  Nashville  Railroad  Co.,  against 
the  Atlanta,  Birmingham  &  Atlantic  Railroad  Co.  et  al.,  before  the 
Interstate  Commerce  Commission,  sworn  to  by  A.  R.  Smith,  follows :) 

BBFOBE  THE   INTEESTATE   COMMERCE   COMMISSION. — I.    C.    C.   DOCKET   NO.   — . 

The  Louisville  &  Nashville  Railroad  Co.  v.  the  Atlanta,  Birmingham  &  Atlantic 
Railroad  Co.  and  S.  L.  ScoonmaUer  and  H.  M.  Atkinson,  receivers  thereof. 
Petition. 

To  the  honorable  the  Interstate  Commerce  Oommission: 

This  petition  of  the  Louisville  &  Nashville  Railroad  Co.  against  the  Atlanta, 
Birmingham  &  Atlantic  Railroad  Co.  and  S.  Iv.  Scoonmaker  and  H.  M.  Atkinson, 
receivers  thereof,  respectfully  shows: 

1.  That  petitioner,  Louisville  &  Nashville  Railroad  Co.,  is  a  corporation 
organized  and  existing  under  the  laws  of  the  State  of  Kentucky  and  is  now, 
and  continuously  for  a  long  period  of  years  heretofore  has  been,  engaged  as 
a  common  carrier  in  the  transportation  of  interstate  commerce.  Its  principal 
office  is  at  Louisville,  Ky.    Among  the  lines  which  it  operates  are  lines  extend- 
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ing  from  Birmingham,  Ala.,  to  or  through  Important  points  in  Alabama  and 
in  many  other  States,  including  St.  Louis,  Mo. ;  Evansville,  Ind. ;  Henderson, 
Ky. ;  Owensboro,  Ky. ;  Louisville,  Ky. ;  Paris,  Ky. ;  Lexington,  Ky. ;  Maysville, 
Ky. ;  Cincinnati,  Ohio ;  Norton,  Va. ;  Memphis,  Tenn. ;  Nashville,  Tenn. ;  Knox- 
ville,  Tenn. ;  Montgomery,  Ala. ;  Mobile,  Ala. ;  Atlanta,  Ga. ;  Pensacola,  Fla. ; 
River  Junction,  Fla. ;  and  New  Orleans,  La.  At  the  points  named  and  at 
many  other  points  the  lines  of  petitioner  make  connection  with  the  lines  of  other 
carriers  of  interstate  commerce  and  afford  facilities  for  transportation  between 
Birmingham,  Ala.,  and  the  district  around  Birmingham,  Ala.,  and  points 
in  all  other  States  and  Territories  and  in  foreign  countries.  Petitioner  also 
operates  lines  of  railroad  between  points  of  connection  with  its  main  line  at  or 
near  Birmingham,  Ala.,  and  other  points  in  what  is  generally  known  as  the 
Birmingham  group,  which  Birmingham  group  embraces  points  within  a  radius 
of  20  miles  or  less  of  Birmingham,  Ala.,  to  and  from  which  points  competitive 
rates  for  interstate  transportation  are  generally  made  the  same  as  rates  to 
and  from  Birmingham,  Ala.,  proper.  Among  the  points  in  said  Birmingham 
group  reached  by  petitioner's  rails  are  Bessemer,  Ala. ;  Boyles,  Ala. ;  Ensley, 
Ala. ;  Gate  City,  Ala. ;  Grasselli,  Ala. ;  North  Birmingham,  Ala. ;  Oxmoor,  Ala. ; 
Pratt  City,  Ala. ;  Euffner,  Ala. ;  Thomas,  Ala. ;  Winetka,  Ala. ;  Woodlawn,  Ala. ; 
and  Woodward,  Ala. ;  and  petitioner  is  actively  engaged  in  competition  with  other 
carriers  for  the  transportation  of  property  in  interstate  commerce  to  and  from 
Birmingham,  Ala.,  and  all  points  in  the  Birmingham  group  from  and  to  points 
in  many  other  States  and  Territories. 

II.  That  the  defendants,  Atlanta,  Birmingham  &  Atlantic  Raili'oad  Co.  and 
S.  L.  Scoonmaker  and  H.  M.  Atkinson,  receivers  thereof,  are  common  carriers 
engaged  In  the  transportation  of  passengers  and  property  by  railroad  between 
Birmingham,  Ala.,  and  otlier  points  ini  the  Birmingham  group,  in  the  State  of 
Alabama,  and  points  in  the  State  of  Georgia,  and  as  such  common  carriers  are 
subject  to  the  provisions  of  the  act  to  regulate  commerce,  approved  February  4, 
1887,  and  acts  amendatory  thereof  or  supplementary  thereto.  Said  defendants 
also,  together  with  carriei-s  with  which  they  make  connection  at  various  junc- 
tion points,  actively  compete  with  petitioner  for  the  transportation  of  property 
in  interstate  commerce  to  and  from  all  points  in  the  Birmingham  district,  in  the 
State  of  Alabama,  from  and  to  points  in  many  other  States  and  Territories. 

The  defendant,  Atlanta,  Birmingham  &  Atlantic  Railroad  Co.,  is  a  corporation 
duly  organized  and  existing  under  the  laws  of  the  State  of  Georgia ;  and  de- 
fendants, S.  L.  Scoonmaker  and  H.  M.  Atkinson,  are  duly  qualified  and  acting 
receivers  thereof,  appointed  by  the  order  of  the  United  States  Circuit  Court  for 
the  Northern  District  of  Georgia. 

III.  That  the  Birmingham  Southern  Railroad  Is  a  railroad  originally  estab- 
lished purely  as  a  plant  facility  for  industries  owned  or  operated  by  the  Ten- 
nessee Coal,  Iron  &  Railroad  Co.,  or  Its  predecessors,  in  the  Birmingham  dis- 
trict. The  tracks  of  said  Birmingham  Southern  Railroad  consist  merely  of 
yard  tracks  in  and  about  the  industries  of  the  Tennessee  Coal,  Iron  &  Railroad 
Co.  at  Pratt  City,  Ala.;  Bessemer,  Ala.;  Binolngham,  Ala.;  Ensley,  Ala.;  Ox- 
moor,  Ala. ;  and  other  points  within  the  above-mentioned  Birmingham  group  or 
district;  other  tracks  connecting  one  with  another  the  various  industries  of  the 
Tennessee  Coal,  Iron  &  Railroad  Co.  at  or  in  the  vicinity  of  Pratt  City,  Ala.; 
Birmingham,  Ala.;  Ensley,  Ala.;  and  Bessemer,  Ala.,  which  are  all  points 
within  the  said  Birmingham  group;  tracks  to  outlying  coal  mines  from  which 
coal  is  obtained  for  use  in  the  furnaces  and  other  industrial  plants  Of  the 
Tennessee  Coal,  Iron  &  Railroad  Co.  at  points  within  the  said  Birmingham 
group;  and  a  smaller  number  of  sidetracks  incidentally  established  for  the 
convenience  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  The  tracks  of  the 
Birmingham  Southern  Railroad  Co.  within  the  private  limits  of  the  furnaces 
of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  at  Oxmoor,  Ala.,  are  not  connected 
with  the  tracks  at  any  of  the  other  industries  of  the  Tennessee  Coal,  Iron  & 
Railroad  Co.  by  the  rails  of  the  Birmingham  Southern  Railroad. 

The  Birmingham  Southern  Railroad  is  owned  by  the  Tennessee  Coal,  Iron  & 
Railroad  Co.,  and  the  Tennessee  Coal,  Iron  &  Railroad  Co.  is  owned  or  con- 
trolled by  the  United  States  Steel  Corporation.  The  Tennessee  Coal,  Iron  & 
Railroad  Co.  is  the  largest  shipper  of  traffic  from  Birminglinm  and  from  the 
district  around  Birmingham,  including  the  stations  embraced  within  the  above- 
mentioned  Birmingham  group.  The  shipments  made  or  controlled  by  the  Ten- 
nessee Coal,  Iron  &  Railroad  Co.  are  believed  to  be  about  one-half  of  the  total 
tratfic  originated  by  the  furnaces  and  iron  companies  at  Birmingham  and  at 
other  stations  in  the  Birmingham  group.     Petitioner  alleges,  upon  Information 
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and  belief,  that  the  Birmingham  Southern  Bailroad  Co.  and  its  owners  have  in 
ff^  contracts  with  some  of  the  independent  industries  located  on  the  tracks 
or  the  Birmingham  Southern  Railroad,  in  accordance  with  which  the  Birming- 
ham Southern  Railroad  performs  its  services  for  these  industries  without  com- 
pensation or  for  a  less  or  different  compensation  than  is  charged  to  other  in- 
dustries for  a  similar  service,  and  that  in  accordance  with  said  contracts  the 
Birmingham  Southern  Railroad  Co.  performs  for  some  of  the  industries  located 
9F-  ^:^  F£,^™^  services  at  a  less  or  a  different  compensation  than  that  shown  In 
Its  tariffs,  and  that  said  Birmingham  Southern  Railroad  can  not,  while  said 
contracts  are  m  effect,  perform  the  duties  of  a  common  carrier.  But  petitioner 
says  that  even  if  the  Birmingham  Southern  Railroad  is,  within  the  technical 
meaning  of  that  term,  a  common  carrier,  and  even  if  it  falls  within  the  defini- 
tion of  the  act  to  regulate  commerce,  there  is  no  analogy  whatever  between  it 
and  connecting  lines  which  originate  traffic  under  ordinary  conditions,  and  the 
Birmingham  Southern  Railroad  has  none  of  the  Incidents  of  a  railroad  proper. 
The  Birmingham  Southern  Railroad  is  strictly  an  industrial  line,  established  as 
a  plant  facility  of  the  Tennessee  Coal,  Iron  &  Railroad  Co. ;  the  service  which 
it  performs  for  independent  industries  is  Inconsequential  and  merely  incidental 
to  its  operation  for  the  convenience  of  the  Tennessee  Coal,  Iron  &  Railroad  Co. ; 
It  would  exist  regardless  of  the  existence  of  the  independent  industries  located 
on  its  line;  the  entire  territory  reached  by  the  Birmingham  Southern  Railroad 
(except  that  on  one  or  two  branch  lines  to  coal  mines  and  other  industries  of 
the  Tennessee  Coal,  Iron  &  Railroad  Co.)  is  adequately  served  by  the  lines  of 
petitioner  and  other  trunk-line  railroads ;  and  there  is  no  necessity  for  the  ex- 
istence of  the  Birmingham  Southern  Railroad  other  than  as  a  plant  facility  of 
the  Tennessee  Coal,  Iron  &  Railroad  Co. 

IV.  That  the  Birmingham  Southern  RaIl]?oad  Co.  and  its  predecessors,  own- 
ers of  the  Birmingham  Southern  Bailroad,  have  from  the  beginning  of  its 
operation  switched  the  traffic  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  and 
Its  predecessors  to  and  from  the  points  of  Interchange  with  the  trunk-line  rail- 
roads in  the  Birmingham  district  without  divisions  of  joint  rates  or  other 
allowances,  and  the  rates  on  the  traffic  handled  to  and  from  the  plants  of  the 
Tennessee  Coal,  Iron  &  Railroad  Co.  and  its  predecessors  were  all  established  In 
contemplation  of  the  performance  of  such  work  by  the  Industries.  The  same 
conditions  as  to  nonallowance  for  terminal  or  switching  service  performed  by 
industrial  railroads  or  plant  facilities  apply  with  reference  to  all  the  com- 
petitors of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  in  the  Birmingham  district. 
For  example,  the  Woodward  Iron  Co.  has  -lines  of  railroad  extending  from  its 
coal  mines  and  from  Its  ore  mines  to  its  furnaces  near  Bessemer,  and  by  means 
of  its  railroad  the  Woodward  Iron  Co.  makes  and  accepts  delivery  of  traffic 
destined  from  and  to  its  plants  at  the  points  of  interchange  with  the  trunk-line 
railroads,  and  no  allowance  Is  made  to  the  Woodward  Iron  Co.  for  tJiis  service. 
The  Sloss  Iron  &  Steel  Co.,  at  Its  furnaces  at  Birmingham,  Ala.,  and  North 
Birmingham,  Ala.,  performs  its  interplant  switching  and  moves  cars  to  and 
from  its  terminal  tracks  to  the  point  of  interchange  with  the  trunk  lines  without 
compensation.  And  the  Republic  Iron  &  Steel  Co.  in  like  manner,  without  com- 
pensation, switches  cars  between  Its  Thomas  furnace  and  the  point  of  inter- 
change with  the  trunk  lines  at  Thomas,  Ala.  And  the  same  conditions  as  to 
nonallowance  for  terminal  or  switching  service  performed  by  industrial  rail- 
roads or  plant  facilities  apply  with  reference  to  all  the  competitors  of  the  Ten- 
nessee Coal,  Iron  &  Railroad  Co.  located  on  petitioner's  lines  in  other  districts, 
the  rates  to  and  from  which  are  the  same  as,  or  related  to  or  adjusted  with,  the 
rates  to  and  from  the  plants  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  in  the 
Birmingham  district.  The  granting  of  any  divisions  of  joint  rates  or  other 
allowances  to  the  Birmingham  Southern  Railroad  on  the  traffic  of  Its  owner, 
the  Tennessee  Coal,  Iron  &  Railroad  Co.,  would  in  fact  be  an  allowance  to  the 
Tennessee  Coal,  Iron  &  Railroad  Co.,  and  would  constitute  an  unlawful  prefer- 
ence in  favor  of  that  company  and  an  unlawful  discrimination  against  its 
competitors. 

V.  That  the  railroad  commission  of  the  State  of  Alabama  has  found,  and  it 
is  a  fact,  that  a  reasonable  charge  for  the  services  performed  by  the  Birmingham 
Southern  Bailroad  Co.  in  moving  cars  between  Independent  industries  located 
on  its  tracks  and  points  of  interchange  with  the  trunk  line  railroads,  is  not 
more  than  $2  per  car,  and  the  said  railroad  commission  has  by  its  order  re- 
quired the  Birmingham  Southern  Railroad  to  publish  and  put  into  effect  a 
switching  charge  of  $2  per  car  for  all  carloads  of  freight  switched  between  the 
independent  Industries  on  its  lines  and  points  of  Interchange  with  the  trunk-line 
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railroads.  The  trunk-line  railroads  absorb,  out  of  the  through  rates  on  competi- 
tive traffic,  this  switching  charge  of  $2  per  car  for  industries  located  on  the 
Birmingham  Southern  Railroad,  under  the  same  conditions  under  which  they 
absorb  a  similar  charge  for  switching  performed  by  any  of  the  trunk  lines  in 
the  Birmingham  district.  Whatever  profit  may  accrue  to  the  Birmingham 
Southern  Co.  on  the  traffic  handled  by  it  for  the  independent  industries  located 
on  its  lines  inures  to  the  benefit  of  its  owner,  the  Tennessee  Coal,  Iron  &  Kail- 
road  Co.,  and  if  any  of  the  lines  connecting  with  the  Birmigham  Southern  Rail- 
road should  pay  or  allow  to  the  Birmingham  Southern  Railroad,  on  account  of 
this  service,  performed  for  independent  industries,  a  greater  amount  than  the 
reasonable  switching  charge  of  $2  per  car;  or  if  any  such  line  should  absorb 
any  amount  for  such  switching  service,  under  conditions  which  switching  would 
not  be  absorbed  for  the  traffic  of  industries  located  on  other  lines  in  the  Bir- 
mingham district,  such  action  would  amount  to  a  direct  and  unlawful  prefer- 
ence in  favor  of  the  Tennessee  Coal,  Iron  &  Railroad  Co. 

VI.  That  in  the  early  part  of  the  year  1899  the  officers  of  the  Tennessee  Coal, 
Iron  &  Railroad  Co.  conceived  and  matured  a  plan  for  transferring  all  of  the 
railway  equipment  and  tracks  owned  by  the  Tennessee  Coal,  Iron  &  Railroad 
Co.,  including  the  tracks  at  its  furnaces  and  mines  (all  of  which  had  for  many 
years  been  operated  purely  as  plant  facilities),  to  a  corporation  which  was 
created  for  that  purpose,  and  known  as  the  Birmingham  Southern  Railroad  Co. ; 
and  a  contract  was  negotiated  with  the  Mobile  &  Ohio  Railroad  Co.,  in  accord- 
ance with  which  a  connection  was  to  be  made  by  the  Tennessee  Coal,  Iron  & 
Railroad  Co.,  or  its  creature,  the  Birmingham  Southerii  Railroad  Co.,  with  the 
Mobile  &  Ohio  Railroad,  at  or  in  the  vicinity  of  Blocton,  Ala.,  and  the  Bir- 
mingham Southern  Railroad,  was  to  receive  divisions  on  traffic  in  carload 
quantities,  interchanged  with  the  Mobile  &  Ohio  Railroad,  when  destined  to  or 
from  points  beyond  Columbus,  Miss.,  or  beyond  Montgomery,  Aln.  Such  ar- 
rangements would  have  resulted  in  im  undue  and  unreasonable  preference  and 
advantnge  to  the  Tennes-see  Coal,  Iron  &  Railroad  Co.,  and  an  undue  and  unrea- 
sonable prejudice  and  disadvantage  to  the  competitors  of  the  Tennessee  Coal, 
Iron  &  Railroad  Co. :  and.  in  order  to  prevent  such  undue  and  unreasonable  pre.1u- 
dice  and  disadvantage,  petitioner  and  the  Southern  Railway  Co.  became  the 
owners  by  purchase  of  all  of  the  capital  stock  and  assumed  the  ownership 
and  management  of  the  Birmingham  Southern  Railroad  on  or  about  July  1, 
1899,  and  contracts  were  then  and  thereafter  entered  into,  in  accordance  with 
which  it  was  agreed  that  all  the  work  incident  to  railroad  operation  within  the 
yard  limits  and  in  connection  with  the  mines,  furnaces,  and  other  enterprises 
of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  and  affiliated  or  controlled 
companies  should  be  done  by  the  Birmingham  Southern  Railroad  Co.,  accord- 
ing to  the  instructions  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.,  and  that 
the  Birmingham  Southern  Railroad  Co.  should  charge  for  such  work  and  the 
Tennessee  Coal,  Iron  &  Railroad  Co.  should  pay  the  actual  expense  incurred 
by  the  Birmingham  Southern  Railroad  Co.  in  such  railroad  work,  it  being  the 
intention  that  the  work  done  within  the  yard  limits  and  incident  to  manufac- 
ture and  production  in  the  plants  owned  or  controlled  by  the  Tennessee  Coal, 
Iron  &  Railroad  Co.,  should  be  done  in  accordance  with  instructions  from  and  in 
a  manner  satisfactory  to  that  company. 

It  was  further  provided  that  in  estimating  the  actual  expense  or  cost  of  doing 
such  work  the  cost  or  proiier  proportion  of  maintenance  and  of  renewals  of 
equipment  and  tracks  should  be  included.  It  was  also  agreed  that  the  Central 
of  Georgia  Railroad  Co.  and  the  Kansas  City,  Memphis  &  Birmingham  Rail- 
way Co.  should  be  offered  the  right  to  interchange  traffic  with  the  Birmingham 
Southern  liailroad  on  a  basis  contemplating  the  payment  by  said  roads  of 
such  proportion  of  interest  on  the  cost  of  property  and  cost  of  maintenance 
and  operation  as  the  traffic  handled  for  their  account  might  bear  to  the  total 
traffic  handled.  The  practical  effect  of  these  arrangements  was  the  extension 
of  the  tracks  of  the  Louisville  &  Nashville  Railroad,  the  Southern  Railway, 
and  other  roads  participating  in  the  operation  of  the  Birmingham  Southern 
Railway  so  as  to  effect  delivery  by  the  trunk  lines  at  points  nearer  to  the 
separate  mines,  furnaces,  and  other  separate  plants  of  the  Tennessee  Coal, 
Iron  &  Railroad  Co.  than  the  points  of  interchange  which  were  observed  during 
the  many  years  previous  to  the  incorporation  of  the  Birmingham  Southern 
Railroad  Co.,  when  the  Birmingham  Southern  Railroad  was  owned  directly 
by  the  Tennessee  Coal,  Iron  &  Railroad  Co.  and  operated  purely  as  a  plant 
facility  of  that  company. 
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The  ownership  and  management  of  the  Birmingham  Southern  Railroad  by 
the  Louisville  &  Nashville  Railroad  Co.  and  the  Southern  Railviray  Co.,  which 
were  assumed  about  July  1,  1899,  and  the  operating  arrangements  in  accord- 
ance with  the  agreements  stated  above,  were  continued  about  seven  years; 
until,  to  wit,  June  30,  1906,  when,  in  consequence  of  representations  by  the 
Tennessee  Coal,  Iron  &  Railroad  Co.  that  without  absolute  control  of  tha 
transportation  incident  to  the  operation  of  its  plants  the  productiveness  and 
efficiency  of  said  plants  would  be  greatly  hampered,  all  of  the  capital  stock 
of  the  Birmingham  Southern  Railroad  Co.  was  sold  back  to  the  Tennessee 
Coal,  Iron  &  Railroad  Co.,  to  wit,  as  of  July  1,  1906,  with  the  distinct  under- 
standing that  the  same  conditions  which  existed  prior  to  the  acquisition  of 
said  stock  by  the  Louisville  &  Nashville  Railroad  Co.  and  the  Southern  Rail- 
way Co.  would  be  restored. 

The  Tennessee  Coal,  Iron  &  Railroad  Co.  assumed  the  ownership,  operation, 
and  control  of  the  Birmingham  Southern  Railroad  simply  because  the  growth 
of  its  business  to  vast  proportions'  and  the  multiplication  of  its  buildings  and 
the  extension  of  its  enterprises  required  such  ownership,  operation,  and  control 
in  order  that  the  productiveness  and  efficiency  of  its  plants  might  not  be 
hampered. 

During  the  period  of  about  seven  years  for  which  petitioner  and  the  Southern 
Railway  Co.  exercised  ownership  and  management  of  the  Birmingham  Southern 
Railroad  the  average  cost  of  operation,  including  taxes  and  interest  on  invest- 
ment, was  considerably  less  than  $2  per  car,  and  the  traffic  of  the  Tennessee 
Coal,  Iron  &  Railroad  Co.  was  more  than  94  per  cent  of  the  total  traffic  of 
the  Birmingham  Southern  Railroad;  or,  in  other  words,  the  traffic  of  all  the 
independent  industries  combined  was  less  than  6  per  cent  of  the  whole. 

VII.  That  heretofore,  to  wit,  on  August  30,  1911,  and  on  August  31,  1911, 
said  defendants  issued  their  freight  tariffs  and  supplements  to  freight  tariffs 
effective  October  1,  1911.  or  October  2,  1911,  which  tariffs  have  been  filed  with 
the  Interstate  Co^mmerce  Commission,  as  follows,  to  wit : 


I.  C.  C.  number. 


Application. 


Joint  freight  tariff  No.  581-B . 


Supplement  No.  27  to  joint  local 
and  proportion  freight  tariff  No. 
381  (Birmingham  tariff  No.  1). 

Supplement  No.  6  to  joint  and 
local  tariff  No.  519-C  (south- 
eastern cotton  tariff). 

Supplement  No.  3  to  joint  and 
local  tariff  No.  1196-A. 


Supplement  No.  1  to  joint  and 
local  tariff  No.  1300-A  (Birm- 
mlngham  fertilizer  tariff). 

Supplement  No.  1  to  joint  local 
and  proportion  tariff  No.  972-A. 


Supplement  No.  15  to  joint  and 
local  tariff  No.  1200- A. 


Supplement  No.  11  to  joint  and 
proportion  tariff  No.3  00.  (Eas(> 
bound  tariff  No.  1.) 


Joint  and  local  tariff  No.  1045-B . . . . 


Supplement  No.  9  to  joint  local  and 
proportion  tariff  No.  502-C. 


I.  C.  C.  No.  473.. 


Supplement  No.  18  to 
L  C.  C.  No.  222. 

Supplement  No.  5  to 
rc.  C.  No.  346. 

Supplement  No.  1  to 
fee.  No.  424. 


Supplement  No.  1  to 
I.  C.  C.  No.  436. 

Supplement  No.  1  to 
I.  0.  C.  No.  385. 


Supplement  No.  6  to 
iTc.  C.  No.  422. 


Supplement  No.  11  to 
I.  C.  C.  No.  181. 


I.  C.  C.  No.  472.. 


Supplement  No.  9  to 
tec.  No.  373. 


Class  and  commodity  rates  from  West  Point, 
Ga.,  to  southeastern  points.  Birmin^am 
group  includes  Birmingham  Southern  Bail- 
road  stations. 

Class  and  commodity  rates  from  Bfrming- 
ham  and  group  to  southern  common  and 
local  points. 

Cotton  in  bales  from  southeastern  common 
points  to  southeastern  common  and  local 
points. 

Rates  on  cottonseed  from  southeastern  com- 
mon and  local  points  to  South  Atlantic 
coast  points  made  to  apply  from  Bfrming- 
ham  Southern  stations  to  all  points  named 
in  tariff. 

Rates  from  Bii-mingham  to  points  in  Georgia 
and  Florida  made  to  apply  from  Bfrm  ng- 
ham  Southern  Railroad  stations. 

Rates  on  canned  goods  from  Cordele,  Darien, 
Junction  City,  Montezuma,  and  Pitts,  Ga., 
to  southeastern  Mississippi  Valley,  Mis- 
souri; Indiana,  Ohio,  etc.,  and  from  points 
named  to  Bfrmingham  Southern  Railroad 
stations. 

Classes  and  commodities  from  Brunswick, 
Ga. ,  to  points  in  Alabama,  Florida,  Georgia , 
Tennessee,  etc.,  and  to  Birmingham  South- 
ern Railroad  stations. 

Classes  and  commodities  from  stations  on  At- 
lanta, Birmingham  &  Atlantic  and  con- 
necting lines  to  eastern  and  Vfrginia  cities 
and  interior  Eastern  points  and  from  Bir- 
mingham Southern-  stations  to  points 
named  in  tariff.  '«i 

Rates  on  agricultiu-al  implements  and  back 
bands,  from  Senoia  and  Union  City,  Ga., 
to  southeastern  and  Mississippi  Valley 
points  and  South  Atlantic  ports,  stations 
on  Birmingham  Southern  iacluded  in 
Birmingham  groun. 

Rates  in  cottonseed  products  from  south- 
eastern common  and  local  points  to  North, 
South,  East,  and  West.  Rates  from  and 
to  all  points  named  in  tariff  and  Birming- 
ham Southern  stations. 
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Joint  freight  tariff  No.  10S2-C. . . . 


Supplement  No.  18  to  joint  and 
local  tariff  No.  213. 

Supplement  No.  8  to  joint  local 
and  proportion  tariff  No.  850-A 
(southern  junction  points  tariff). 


Joint  and  local  tariff  No.  641-D . 


Joint  and  local  tariff  No.  687-B. 


Supplement  No.  1  to  joint  and 
local  tariff  No.  512-C. 


Supplement  No.  9  to  joint  local 
and  proportion  tariff  No.  291 
(Roanoke  fertilizer  tariff  No.  1). 

Supplement  No.  6  to  joint  local 
and  proportion  tariff  No.  600-B 
(Atlanta-La  Grange  fertilizer 
tariff). 

Supplement  No.  11  to  joint  and 
local  tariff  No.  401. 


Supplement  No.  1  to  joint  and 
local  tariff  No.  356  (soutliea,stem 
melon  tariff  No.  1). 


Supplement  No.  1  to  joint  and 
local  tariff  No.  540-C. 


SuM>lement  No.  7  to  joint  local 
and  proportion  tariff  No.  295 
(vegetable  tariff  No.  1). 

Supplement  No.  4  to  joint  local 
and  proportion  tarill'  No.  280 
(Talladega fertilizer  tariff  No.  1). 

Supplement  No.  6  to  joint  and 
local  tariff  No.  534-A. 


Supplement  No.  0  to  joint  loeal 
and  proportion  tarlfl  No.SOl-B 
(Cordele  fertilizer  tariff). 

Supplement  No.  2  to  joint  and 
local  tariff  No.  !>S7-T>. 


I.  C.  C.  number. 


I.  C.  C.  No.  471. 


Supplement  No.  14  to 
I.  C.  C.  No.  79. 

Supplement  No.  8  to 
I.  C.  C.  No.  315. 


I.  C.  C.  No.  470.. 


I.  C.  C.  No.  474 


Supplement  No.     to 
IT  C.C.  No.  389. 


Supplement  No.'  9  to 
l.t.  C.  No.  162. 


Su] 


jpplement  No.  1  to 
I.  C.  C.  No.  386. 


Supplement  No.  9  to 


'?g 


C.  No.  239. 


Supplement  No.  1  to 
I.  C.  C.  No.  201. 


Supplement  No.  1  to 
I.  C.  C.  No.  354. 


Supplement  No.  7  to 
I.e.  C.  No.  171. 


Supplement  No.  3  to 


.  C.  C.  No.  160. 

jplement  No.  f 
'.  C.  C.  No.  273. 


Supplement  No.  6  to 


Supplement  No.  1  to 
I.  C.  C.  No.  388. 

Supplement  No.  2  to 
1.  C.  C.  No.  468. 


Application. 


Rates  on  handles,  wooden,  packed,  carload, 
from  Darien,  Ga.,  to  southeastern  and 
Mississippi  Valley  points  and  Gulf  porte, 
Birmingham  Southern  stations  included  in 
Birmingham  group. 

Rates  on  cement  and  salt,  carload,  from 
Brunswick,  Ga.,  to  southern  points,  in- 
cluding Birmingham  Southern  stations. 

Classes  and  commodities  from  sotitheasten> 
common  and  junction  points  to  Southeast- 
ern and  South  Atlanliccoast  points  named. 
Birmingham  Southern  stations  included  in 
Bii-mingham  group. 

Rates  on  pyrites,  carload,  from  Pyriton.  Ala., 
to  interior  eastern,  southern,  and  lilissifl- 
sippi  Valley  common  and  South  AUantio 
coast  points  named.  Rates  published  -to 
Bessemer  apply  to  Birmingham  Southern 
stations. 

Rates  on sirupfrom common  and  local polnta 
on  Atlanta,  Birmingham  &  Atlantictiiamed 
in  tariff  to  Carolina,  southeastern,  and 
Mississippi  Valley  points  named.  Bir- 
mingViam  group  includes  Birmingham 
Southern  stations. 

Rates  on  coffins,  aJny  quantity,  from  Junction 
City,  Ga.,  to  southeastern  and  Mississippi 
Valley  points  and  South  Atlantic  Gulf 
iwrts  and  Binnlngham  Southern  R.  R.  sta- 
tions. 

Rates  on  fertilizer,  carload,  from  Roanoke, 
Ala.,  to  southeastern  common  and  local 
points  and  South  Atlantic  ports  and  to 
Birmingham  Southern  stations.  ^ 

Rates  on  fertilizer  from  Atlanta  and  La 
Grange,  Ga.,  to  vatious  points,  ihclUdlng 
Birmmgham  Southern  stations. 

Cotton  bagging  and  ties  from  Brunswick,  Ga., 
to  southeastern  common  and  local  points 
shown  and  to  Birmingham  Southern  sta- 
tions. 

Watermelons  and  cantaloupes  from  stations 
on  Atlanta,  Bnmingham  &  Atlantic  R.  K. 
and  connecting  lines  to  southeastern  and 
Carolina  common  points  and  to  Birming- 
ham Southern  R.  H.  stations. 

Furniture  from  Lineville,  Ala.,  to  south- 
eastern Mississippi  Valley  points  and  South 
Atlantic  and  Gulf  ports  and  to  Birmingham 
Southern  stations. 

Rates  from  stations  on  Atlanta,  Birmingham 
&  Atlantic  and  Sylvester  and  iDarien  to 
northern,  eastern,  and  southern  points,  in- 
cluding Birmingham  Southern  points. 

Rates  on  fertilizer,  Talladega  to  Birmingham 
Southern  R.  R.  stations. 

ilarblp  and  stone  from  Carara,  Ala.,  to  eastern 
and  Virginia  cities,  Ohio  and  Mississippi 
River  crossings,  as  shown  in  tarlfl  and 
Memphis  and  Nashville,  Term.,  and  south- 
em  common  points  aud  South  Atlantic 
Coast  points,  and  rates  from  Carara  to  Bir- 
mingham Southern  Railroad  stations. 

Rates  on  fertilizer  from  Cordele  to  points  in 
Alabama,  Georgia  and  Florida,  and  Bir- 
mingham Southern  Stations. 

Coal,  coke,  and  coke  braize  from  Bessemer, 
Birmingham,  Mnlga,  Mulga  Mine,  ajid  Bir- 
mingham Southern  Stations  to  points  in 
the  Southwest,  -Mississippi  Valley,  Arkan- 
sas, etc. 


Tlmt  ,'Ul  of  said  tariffs  and  supplments  show  the  Birmijigh.im  Southern 
Railroad  Co.  as  a  participating  carrier  under  concurrence  FX-."j  Xo.  2;  and 
petition  alleges,  on  information  and  belief,  that  said  defendants  intend  to 
allow  the  said  Birmingham  Southern  Railroad  Co.  divisions  out  of  through 
rates  on  interchanged  traffic  of  the  Tennessee  Coal,  Iron  &  Railroad  Co. 
on  which  no  divisions  or  other  charges  are  now  allowed;  aud  thnt  said  defend- 
ants intend  to  allow  said  Birmingham  Southern  Railroad  Co.  divisions  out 
of   through    rates    on    interchanged   traffic   of   industries    independent   of   the 
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'Tennessee  Coal,  Iron  &  Railroad  Co.  where  no  divisions  or  other  charges  are 
now  allowed;  and  that  said  defendants  intend  to  allow  said  Birmingham 
Ssouthern  Railroad  Co.  divisions  out  of  through  rates  on  traffic  of  said 
independent  industries  on  which  a  reasonable  switching  charge  of  $2  is  now 
allowed,  which  divisions  are  greatly  in  excess  of  the  amount  of  said  reasonable 
switching  charge  or  of  any  reasonable  allowance  for  the  service  performed  or 
to  be  performed  biy  the  Birmingham  Southern  Railroad  Co.,  being  from  25 
cents  per  ton  of  2,240  pounds  on  certain  carload  fi-eight  to  10  cents  per  100 
pounds  on  freight  taking  first-class  rates. 

VIII.  That  the  publication  of  said  tarifCs  and  supplements  and  the  making 
of  said  allowances  by  the  said  defendants  constitute  a  violation  of  section  2  of 
the  act  to  regulate  commerce,  and  that  the  effect  of  said  action  by  said  defend- 
ants will  be  to  charge,  demand,  collect,  and  receive  from  the  Tennessee  Coal, 
Iron  &  Railroad  Co.  a  less  compensation  for  services  rendered  anti  to  be  ren- 
dered in  the  transportation  of  property  subject  to  the  provisions  of  the  act 
than  said  defendants  charge,  demand,  collect,  and  receive  from  other  persons 
for  doing  for  them  a  like  and  contemporaneous  service  in  the  transportation 
of  a  like  kind  of  traffic  under  substantially  similar  circumstances  and  conditions. 

IX.  That  the  publication  of  said  tariffs  and  supplements  and  the  making  of 
said  allowances  by  said  defendants  constitute  a  violation  of  section  .S  of  the 
act  to  regulate  commerce,  and  give  an  undue  and  unreasonable  preference 
and  advantage  to  the  Tennessee  Coal,  Iron  &  Railroad  Co.  in  respect  to  all 
traffic  interchanged  or  to  be  interchanged  with  the  said  Birmingham  Southern 
Railroad  and  an  undue  and  unreasonable  prejudice  and  disadvantage  in  respect 
to  the  competitors  of  said  Tennessee  Coal,  Iron  &  Railroad  Co.  which  are 
served  by  said  defendants  directly  or  in  connection  with  other  carriers. 

X.  That  the  publication  of  said  tariffs  and  supplements  and  the  making  of 
said  allowances  by  said  defendants  constitute  a  violation  of  section  4  of  the 
act  to  regulate  commerce,  and  provide,  without  authority  for  a  greater  com- 
pensation in  the  aggregate  for  the  transportation  of  a  like  kind  of  propel'ty 
for  a  Shorter  distance  than  for  a  longer  distance  over  the  same  line  or  route 
in  the  same  direction,  the  shorter  being  included  within  the  longer  distance. 
Pot  example,  the  fourth  section  of  the  act  to  regulate  commerce  is  violated  by 
the  publication  of  new  rates  to  or  from  points  such  as  Bay  View,  Ala. ;  Bast 
Highlands,  Ala. ;  East  Thomas,  Ala. ;  Edgewater,  Ala. ;  Laketon,  Ala. ;  Pratt 
City,  Ala. ;  Ridgefield,  Ala. ;  Thompson,  Ala. ;  Tipton,  Ala. ;  and  Wylam,  Ala., 
which  provide  for  a  greater  compensation  in  the  aggregate  for  the  transporta- 
tion of  a  like  kind  of  property  for  a  shorter  than  for  a  longer  distance  over 
the  same  line  or  route  in  the  same  direction,  and  said  rates  were  not  lawfully 
existing  rates  at  the  time  of  the  passage  of  the  amendatory  act  by  which  the 
fourth  section  of  the  act  to  regulate  commerce  was  last  amended,  and  said 
rates  are  not  included  in  any  application  for  relief  from  the  provisions  of  said 
fourth  section  which  has  been  filed  before  the  Interstate  Commerce  Commis- 
sion, and  the  Interstate  Commerce  has  not,  with  respect  to  said  rates,  relieved 
said  defendants  or  any  of  them  from  the  operation  of  said  section. 

XI.  That  the  publication  of  said  tariffs  and  supplements  and  the  making  of 
said  allowances  b.v  said  defendants  are  in  reality  and  effect  a  device  for  re- 
funding and  remitting  to  the  Tennessee  Coal,  Iron  &  Railroad  Co.  portions  of 
the  rates,  fares,  and  charges  specified  in  said  tariffs  and  supplements,  and  are 
a  device  to  permit  the  Tennessee  Coal,  Iron  &  Railroad  Co.  to  obtain  transpor- 
tation for  property  at  less  than  regular  rates  established  and  in  force  on  the 
line  of  transportation  of  said  defendants,  and  constitute,  in  fact,  a  rebatem  con- 
cession and  discrimination  with  respect  to  transportation  of  property  in  inter- 
state commerce  by  said  defendant  common  carriers,  who  are  subject  to  the 
act  to  regulate  commerce,  whereby  such  property  will  be  transported  for  the 
Tennessee  Coal,  Iron  &  Railroad  Co.  at  a  less  rate  than  that  named  in  the 
tariffs  published  and  filed  by  said  defendants,  and  constitute  an  unlawful  ad- 
vantage in  favor  of  said  Tennessee  Coal,  Iron  &  Railroad  Co.  and  an  undue 
and  unlawful  discrimination  against  its  competitors,  and  are  in  violation  of 
section  6  and  section  10  of  the  act  to  regulate  commerce  and  in  violation  of  an 
act  to  further  regulate  commerce  with  foreign  nations  and  among  the  States, 
Icnown  as  the  Elkins  Act. 

XII.  That  the  rates  on  the  traffic  of  the  Tennessee  Coal,  Iron  &  Railroad  Co., 
the  owner  of  the  Birmingham  Southern  Railroad  Co.,  contemplate  the  per- 
formance by  the  industries  of  the  terminal  services  now  performed  by  .the 
Birmingham  Southern  Railroad,  and  the  allowances  which  said  defendants 
propose  to  make  to  the  Birmingham  Southern  Railroad  and  to  its  owner,  the 
Tennessee  Coal,  Iron&  Railroad  Co.,  for  the  services  connected  with  such 
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transportation  are  more  than  is  just  and  reasonable,  and  are  in  violation  of 
section  15  of  the  act  to  regulate  commerce. 

XIII.  That  the  Birmingham  Southern  Railroad  Co.  and  the  Tennessee  Coal, 
Iron  &  Railroad  Co.  have  for  a  long  period  of  time  been  endeavoring  to  force 
trunk-line  railroads  reaching  the  aforesaid  Birmingham  district  to  grant  through 
rates  and  divisions  on  traffic  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.,  and 
other  traffic  carried  over  the  Birmingham  Southern  Railroad,  but  all  the  trunk 
lines  have  heretofore  refused  to  put  in  such  through  rates  or  to  allow  such 
divisions,  because  they  are  not  a  legitimate  charge  or  allovrance  for  the  service 
performed  by  the  Birmingham  Southern  Railroad,  and  are,  in  fact,  a  direct  and 
unlawful  preference  in  favor  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.,  and 
a  direct  and  unlawful  discrimination  against  its  competitors.  The  competitive 
traffic  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  will  not  be  given  to  a  line 
which  does  not  allow  through  rates  and  divisions  to  the  Birmingham  Southern 
Railroad  ns  long  as  there  is  available  any  line  which  does  allow  such  through 
rates  and  divisions.  In  other  words,  if  one  line  grants  such  through  rates  and 
divisions,  other  lines  must  follow  or  they  can  not  obtain  the  business.  By  the 
unlawful  acts  of  defendants,  herein  complained  of,  the  alternative  is  presented 
to  petitioner  of  either  violating  the  law  or  of  losing  all  competitive  traffic  of 
the  Tennessee  Coal,  Iron  &  Railroad  Co.  Petitioner  has  the  right  to  transact 
its  business  as  a  common  carrier  without  such  unlawful  interferences.  If 
petitioner  should  violate  the  law,  as  defendants  propose  to  do,  it  would  be  sub- 
ject to  heavy  penalties;  and  if  it  does  not  violate  the  law,  and  defendants  are 
perniitterl  to  co;itinue  (he  iiiilaAvful  ai'tw  which  are  herein  complained  of,  and 
which  are  prohibited  by  the  act  to  regulate  commerce  and  the  Elkins  Act, 
petitioner  will  suffer  irreparable  loss  in  the  diversion  of  its  reasonable  share 
of  the  traffic  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  to  defendants'  line. 
Such  loss  will  be  substantial  and  will  amount  to  many  thousand  of  dollars,  but 
it  will  be  impossible  to  measure  or  approximate  the  amount  of  said  loss;  and 
unless,  pending  the  hearing  and  decision  of  this  case,  this  honorable  com- 
mission shall  suspend  the  operation  of  the  schedules  stated  and  defer  the  use 
of  the  rates,  charges,  regulations,  iuul  practices  complained  of,  petitioner  will 
be  without  adequate  remedy  at  law. 

Wherefore,  the  petitioner  prays : 

1.  That  the  defendant  may  be  required  to  answer  the  charges  herein ; 

2.  That  this  honorable  commission  shall  issue  its  order  suspending  the  sched- 
ules, tariffs,  and  supplements  complained  of  and  any  other  tariffs  by  which 
defendants  may  seek  to  establish  joint  rates  with  the  Birmingham  Southern 
Railroad  Co.,  and  deferring  the  use  of  the  rates,  charges,  and  practices  com- 
plained of,  pending  a  hearing  and  decision  herein ; 

3.  That  after  due  hearing  and  investigation  an  order  be  made  commanding 
the  defendants  to  cease  and  desist  from  said  violations  of  the  act  to  regulate 
commerce,  and  said  defendants  be  restrained  from  putting  into  effect  any  and 
all  the  unlawful  and  discriminatory  regulations  or  practices  herein  complained 
of;  and 

4.  For  all  other  further  and  proper  relief. 

Henkt  L.  Stone, 

Ai.EEKT  S.  BraNDEIS, 

William  A.  Colston, 

Attorneys  for  Complainant. 
Address : 

Louisville  &  Nashville  General  Office  Btolding, 

Ninth  and  Broadway,  Louisville,  Ey. 

State  of  Kentucky,  County  of  Jefferson: 

Personally  appeared  before  me,  G.  W.  B.  Olmstead,  a  notary  public  within 
and  for  the  State  and  county  aforesaid,  duly  commissioned  and  qualified,  A.  E. 
Smith,  who,  having  by  me  been  duly  sworn,  made  oath  that  he  is  third  vice 
president  of  the  Louisville  &  Nashville  Railroad  Co.,  the  petitioner  in  the  fore- 
going complaint;  that  the  facts  set  forth  in  the  foregoing  complaint  are  true, 
except  those  alleged  upon  information  and  belief,  and  those  he  verily  believes  to 
be  true. 

A.  R.  Smith. 

Subscribed  and  sworn  to  before  me  this  16th  day  of  September,  1911. 

G.  W.  B.  Olmstead, 
Notary  Public,  Jefferson  County,  Ky. 
My  commission  expires  January  24,  1914. 
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STATEMENT  OF  ME.  LINCOLN  GREEN. 

^,^\^-  ?••  ^ortb^P' of  the  law  department  of  the  Southern  Rail- 
way^ Washington,  D.  C,  appeared  for  the  witness. 
(1  he  witness  was  duly  sworn  by  the  chairman.) 

<-HAiRMAN.  Mr.  Green,  will  you  give  the  committee  your  full 
name  and  address.  j  u  ± 

^u    9,™^^-  Lincoln  Green ;  Washington,  D.  C. 
?f     Chaikman.  In  what  business  are  you  engaged « 
Mr.  Gbeen.  Traffic  manager  of  the  Southern  Railway  Co 
Ihe  Chairman.  How  long  have  you  been  acting  in  that  capacity? 
Mr.  Gkeen.  Since  April  1,  1905.  .  f       J 

The  Chairman.  I  will  ask  you  to  explain  to  this  committee  the 
points  ot  consuming  markets  or  foundry  points  reached  by  that  part 
o±  the  Southern  Railway  which  extends  from  the  Birmingham 
ciism.ci)« 

Mr.  Green.  The  Southern  Railway  has  lines  extending  from  the. 
Birmingham  district  both  east  and  west^-eastward  from  Birming- 
ham, through  Atlanta,  to  Savannah,  Brunswick,  Charleston,  Norfolk, 
and  Washington ;  westward  to  Greenville,  Miss. ;  southward,  through 
Selma,  to  Mobile.  It  is  in  competition  for  the  carriage  of  the  product 
of  the  Birmingham  district  in  all  those  directions. 

The  Chairman.  What  is  the  principal  freight  originating  in  that 
district  from  the  Tennessee  Coal,  Iron  &  Railroad  Co.,  the  Wood- 
ward Iron  Co.,  and  the  other  iron  companies  of  that  district  or 
group  ? 

Mr.  Green.  Coal,  coke,  pig  iron;  and  as  to  the  Tennessee  Coal^ 
Iron  &  Railroad  Co.  also  steel  rail  and  billets  and  manufactured 
iron  and  steel  articles  from  its  rolling  mill  at  Bessemer. 

The  Chairman.  Has  any  proposition  ever  been  made  to  the  South- 
ern Railway  by  the  Birmingham  Southern  Railway  requesting  a 
concession  for  freight  tendered  to  you  by  the  Birmingham  Southern 
Railway  ? 

Mr.  Green.  The  Birmingham  Southern  Railroad  has  contended 
for  some  years  that  it  is  entitled  to  have  established  rates  and  divi- 
sions in  connection  with  its  lines  on  traffic  to  and  from  points  on 
its  lines. 

The  Chairman.  Have  you  ever  acceded  to  those  demands  or  re- 
quests ? 

Mr.  Green.  No,  sir. 

The  Chairman.  Has  any  other  railroad  ever  acceeded  to  those 
demands  in  that  region? 

Mr.  Green.  Not  that  I  know  of.  The  only  arrangement  that  has 
been  made  is  that  made  by  the  Atlanta,  Birmingham  &  Atlantic  Rail- 
road with  the  Birmingham  Southern,  which  Mr.  Smith  has  already 
explained. 

The  Chairman.  Are  you  cognizant  of  the  arrangement  and  do  you 
know  when  it  was  made  ? 

Mr.  Green.  I  ony  Imow  the  tariffs  were  issued  to  become  effective 
the  1st  of  October. 

The  Chairman.  In  the  event  they  had  to  become  effective,  what 
would  have  been  the  difference  in  the  rate  upon  pig  iron,  for  instance, 
to  foundry  point  or  consuming  market  to  common  points,  between 
your  road  and  the  Atlanta,  Birmingham  &  Atlantic  ? 
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Mr.  Geeen.  There  would  not  have  been  any  difference  in  the  total 
rates.  The  difference  would  have  been  that  the  Birmingham  South- 
ern Railroad  would  have  received  a  proportion  of  the  total  rates  in 
connection  with  the  Atlanta,  Birmingham  &  Atlantic  Railroad  and 
no  proportion  of  the  total  rates  in  connection  with  the  Southern 
Railway. 

The  Chairman.  What  difference  in  the  cost  of  transportation 
would  that  have  made  to  the  owners  of  tlus  road  if  they  had  been 
producers  of  traffic  shipped  over  the  road  ? 

Mr.  Geeen.  The  Birmingham  Southern  would  have  earned  20 
cents  per  ton  on  coal  from  the  mines  of  the  Tennessee  Coal,  Iron  & 
Railroad  Co.  and  on  pig  iron  from  the  furnaces  of  the  Tennessee  Coal, 
Iron  &  Railroad  Co.  at  Ensley,  delivered  to  the  Atlanta,  Birming- 
ham &  Atlantic  Railroad  at  its  junction  near  Bessemer.  It  would 
have  earned,  in  addition,  on  pig  iron  shipped  from  its  Bessemer 
furnaces,  or  on  iron  and  steel  shipped  from  its  Bessemer  rolling  mill, 
or  on  pig  iron  from  its  Alice  furnace,  a  switching  charge  of  $2  a  car. 
It  would  have  earned  on  any  pig  iron,  steel,  or  billets  shipped  from 
its  Ensley  plant  via  the  Atlanta,^  Birmingham  &  Atlantic  Railroad 
20  cents  a  ton^that  is,  on  domestic  traffic. 

I  believe  the  proportions  on  export  traffic  were  something  less. 
The  Chaieman.  What  is  the  number  of  consuming  markets  for  pig 
iron  from  the  Birmingham  district  over  your  line  ? 

Mr.  Gkeen.  The  mjijority  of  the  pig  iron  produced  in  the  Birming- 
ham district  is  foundry  iron.  The  Tennessee  Coal,  Iron  &_  Railroad 
Co.  produces  some  basic  iron.  Practically  all  of  the  basic  iron  is 
converted  into  steel  at  Birmingham.  I  should  say  that  more  than 
half  of  the  foundry  iron  is  melted  in  the  South,  chiefly  at  points  like 
Birmingham,  Bessemer,  Anniston,  and  Chattanooga. 

The  Chairman.  What  is  the  rate  on  a  ton  of  pig  iron  from  Bir- 
mingham to  Anniston  or  Chattanooga? 

Mr.  Gee?!N.  The  rate  on  pig  iron  frona,  Birmingham  to  Anniston 
is  50  cents  and  to  Chattanooga  is  75  cents  per  ton. 

The  Chairman.  Are  those  two  points  reached  by  the  Atlanta,  Bir- 
mingham &  Atlantic  ? 
Mr.  Green.  No,  sir. 

The  Chairman.  Could  the  Atlanta,  Birmingham  &  Atlantic  reach 
them  through  their  connections? 
Mr.  Green.  I  do  not  think  they  could  on  either  of  those  rates. 
The  Chairman.  What  points  are  there  to  which  you  can  deliver 
pig  iron  and  to  which  the  Atlanta,  Birmingham  &  Atlantic  can  de- 
liver pig  iron  ? 

Mr.  Green.  The  Atlanta,  Birmingham  &  Atlantic  could  handle,  on 
its  own  rails,  to  Talladega,  Ala.,  to  Atlanta,  and  to  Brunswick,  Ga., 
all  of  which  are  also  reached  by  the  rails  of  the  Southern  Railway- 
The  Chairman.  What  is  the  rate  to  Atlanta  over  the  Southern  ? 
Mr.  Green.  I  am  not  just  certain,  but  I  think  it  is  $1.30  a  ton. 
The  Chairman.  What  would  that  be  per  car  ? 
Mr.  Green.  The  average  car  is  about  28  tons,  which  would  be 
$36.40. 

The  Chairman.  In  event  the  Atlanta,  Birmingham  &  Atlantic 
had  hauled  for  20  cents  a  ton  less,  or  at  least  got  this  concession,  what 
would  have  been  the  net  rate  to  the  owners  of  the  Birmingham  South- 
ern? 
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Mr.  Green.  $5.60  less  than  I  have  named,  which  would  be  $30.80. 
That  is,  that  would  have  been  the  proportion  of  the  Atlanta,  Bir- 
mingham &  Atlantic  Railroad  under  these  divisions. 

The  Chaikman.  Does  the  Atlanta,  Birmingham  &  Atlantic,  either 
directly  or  through  its  connections,  reach  tidewater  ? 

Mr.  Gkeen.  It  reaches  tidewater  over  its  own  rails  at  Brunswick. 

Mr.  Geebn.  From  there  to  what  point  is  your  iron  carried  to  large 
consuming  markets  ? 

Mr.  Green.  So  far  as  I  know,  there  is  no  movement  from  Bruns- 
wick to  any  eastern  market.  There  has  been  in  the  past  a  consider- 
able shipment  for  export  from  Brunswick,  but  none  in  recent  years. 
There  are  steamship  connections  at  Brunswick  that  could  take  iron, 
for  instance,  to  the  eastern  sea,board. 

The  Chairman.  What  points  east  is  it  possible  for  both  the  South- 
ern and  the  Atlanta,  Birmingham  &  Atlantic  to  reach,  either  directly 
or  through  connections  ? 

Mr.  Green.  The  Atlanta,  Birmingham  &  Atlantic  could  reach  Nor- 
folk, Eichmond,  and  points  beyond  Norfolk  and  Richmond  in  con- 
nection with  the  Seaboard  Air  Lin©  if  it  had  rates  and  divisions  in 
connection  with  that  line,  either  by  the  route  through  Atlanta  and 
the  Seaboard  thence  or  by  a  route  through  a  junction  down  near 
Brunswick  with  the  Seaboard.  It  could  also  reach  points  beyond 
Atlanta  with  other  railroads  if  it  had  rates  and  divisions  with  those 
railroads. 

The  Chairman.  What  is  the  rate  to  Norfolk  ? 

Mr.  Green.  My  recollection  is  $3.75  per  ton. 

■  The  CfiAiRMAN.  This  difference  of  20  cents  a  ton  would  apply  in 
that  case,  or  about  $5.60  per  car  ? 

Mr.  Green.  It  would  have  applied  in  that  case  had  the  Atlanta, 
Birmingham  &  Atlantic  Railroad  had  an  arrangement  with  its  con- 
nections to  reach  Norfolk. 

It  is  proper  to  say  in  that  connection  that  the  Atlanta,  Birming- 
ham &  Atlantic  Railroad,  I  am  informed,  did  not  concur,  or  at  least 
withdrew  their  concurrence  in  these  tariffs.  I  do  not  understand 
any  of  those  connections  gave  the  Atlanta,  Birmingham  &  Atlantic 
their  assent  to  those  divisions. 

The  Chairman.  You  say  you  did  not  concur  and  have  never  con- 
curred in  that  proposition — your  road,  the  Southern  ? 

Mr.  Green.  That  is  correct. 

The  Chairman.  Will  you  state  to  this  committee  what  your  rea- 
sons were  for  refusing  to  concur  in  this  proposition  of  the  Birming- 
ham Southern? 

Mr.  Green.  Do  you  mean,  Mr.  Chairman,  my  reasons  why  we  did 
not  join  the  Birmingham  Southern  Railroad  in  rates  and  divisions, 
or  why  we  did  not  concur  in  the  tariff  of  the  Atlanta,  Birmingham 
&  Atlantic  Railroad? 

The  Chairman.  Why  you  did  not  care  to  join  the  Birmingham 
Southern  in  a  division  of  rates,  by  which  they  should  receive  as 
compensation  for  services  rendered  in  tendering  you  freight  a  flat 
rate  or  arbitrary  of  20  cents  a  ton  ? 

Mr.  Green.  We  never  had  a  proposition  that  I  know  of  from  the 
Birmingham  Southern  to  concede  them  a  flat  rate  of  20  cents  a  ton. 
We  have  declined  to  establish  rates  and  divisions  with  the  Birming- 
ham Southern  Railroad,  chiefly  because  we  regard  the  Birmingham 
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Southern  as  a  plant  facility  of  the  Tennessee  Coal,  Iron  &  Eailroad 
Co.,  and  we  could  not  make  an  allowance  to  that  line,  even  if  it  were 
lawful  to  do  so,  without  creating  discriminations  against  other 
industries. 

The  Chairman.  What  other  industries  would  you  have  created  a 
discrimination  against,  and  to  what  extent  would  they  have  been 
affected  by  this  discrimination  ? 

Mr.  Green.  There  are  a  number  of  other  industries,  manufacturers 
of  pig  iron  and  miners  of  coal,  that  are  marketing  their  products  in 
competition  with  the  Tennessee  Coal,  Iron  &  Eailroad  Co. 

Perhaps  I  ought  to  explain  that  in  addition  to  the  manufacture 
of  pig  iron  and  certain  articles  of  iron  and  steel  manufacture  the 
Tennessee  Coal,  Iron  &  Eailroad  Co.  is  also  a  large  producer  of  coal 
for  the  commercial  market.  The  Sloss-SheiBeld  Steel  &  Iron  Co. 
is  also  a  manufacturer  of  pig  iron  and  a  producer  of  coal  for  the 
commercial  market. 

The  ChaibMan.  Eight  there,  in  order  to  make  myself  clear.  They 
demanded  this  concession  upon  all  freight,  did  they  not? 

Mr.  Green.  I  think  so,  except  perhaps  certain  raw  materials  that 
were  handled  within  the  district  at  very  cheap  rates. 

The  Woodward  Iron  Co.  is  a  manufacturer  of  pig  iron,  and  also 
a  miner  of  coal,  but  the  Woodward  Iron  Co.  is  not,  up  to  this  time, 
in  the  commercial  market  with  its  coal  product.  The  Woodward 
Iron  Co.  owns  a  railroad  and  handles  its  own  coal  and  other  raw 
materials  just  as  the  Birmingham  Southern  handles  coal  and  raw 
material  to  the  Tennessee  Coal,  Iron  &  Eailroad  Co. 

The  Alabama  Consolidated  Coal  &  Iron  Co.  handles  coal  only,  and 
owns  a  railroad,  which  is  shown  on  this  map  as  extending  from 
Boyles  northward  to  its  mines  in  what  is  known  as  the  Mary  Lee 
coal  seam,  and  handles  at  its  own  expense  all  its  coal  to  the  trunk- 
line  connections  at  Boyles  and  East  Birmingham. 

The  Eepublic  Iron  &  Steel  Co.  at  Thomas  also  has  its  own  rail- 
road to  its  coal  mines  at  a  place  called  Sayreton,  not  shown  on  your 
map.  That  company  is  not  up  to  this  time  engaged  in  the  market- 
ing of  coal  commercially.  But  all  the  companies  I  have  named  are 
engaged  in  marketing  pig  iron  and  some  of  them  I  have  named  are 
engaged  in  marketing  coal  in  competition  with  the  Tennessee  Coal, 
Iron  &  Eailroad  Co.  All  of  them  have  either  a  railroad  which  is, 
as  in  the  case  of  the  Alabama  Consolidated  Coal  &  Iron  Co.,  of  some 
length — I  think  that  is  about  6  miles — engaged  exclusively  in  mov- 
ing their  coal  to  the  trunk  lines. 

All  of  the  furnace  companies  have  in  and  about  their  plants 
their  own  tracks  on  which  they  handle,  at  their  own  expense,  all  of 
the  raw  materials  delivered  to  them  by  the  trunk  lines,  and  all  of  the 
outbound  product.  In  the  case  of  the  Woodward  Iron  Co.  it  has 
not  only  its  furnace  track  but  its  main  line  track,  through  which  it 
connects  with  the  various  trunk  lines. 

The  service  of  interchanging  business  with  the  trunk  lines  as  be- 
tween the  Tennessee  Coal,  Iron  &  Eailroad  Co.  through  the  Birming- 
ham Southern  Eailroad  and  the  services  of  these  other  plants  dif- 
fers only  in  degree. 

The  Chairman.  In  case  of  severe  competition  between  the  Ten- 
nessee Coal,  Iron  &  Eailroad  Co.  and  other  companies  manufactur 
ing  and  producing  similar  products,  would  this  20  cents  per  ton  on 
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all  exported  pi^  iron  have  materially  affected  the  destiny  of  any 
of  those  companies  or  their  commercial  life? 

Mr.  Reed.  You  mean  assuming  the  service  for  which  the  20  cents 
was  received  was  rendered  at  no  cost? 

The  Chairman.  Or  rendered  at  the  same  cost  that  the  similar 
service  was  rendered  for  which  nothing  was  paid. 

Mr.  Green.  I  could  not  answer  that  intelligently,  Mr.  Chairman. 
I  do  not  know:  enough  about  the  profits  of  these  iron  industries  to 
tell  just  how  much  20  cents  a  ton  might  influence  the  situation  one 
way  or  another. 

The  Chairman.  Suppose  one  company  was  shipping  and  selling 
practically  at  cost  or  in  the  neighborhood  of  cost  of  production. 

Mr.  Green.  And  the  other  had  a  profit  of  20  cents  ? 

The  Chairman.  Yes. 

Mr.  Green.  I  suppose  it  goes  without  saying  the  man  who  had 
the  pjTofit  of  20  cents  might  keep  on  and  the  other  might  be  com- 
pelled to  shut  down.     I  do  not  know. 

The  Chairman.  What  is  the  output  of  one  of  these  average  fur- 
naces in  that  group? 

Mr.  Green.  I  should  say  in  the  neighborhood  of  300  tons  a  day. 
Some  of  them  more  and  some  perhaps  a  little  less,  but  I  guess  they 
will  average  that. 

The  Chairman.  Before  this  arrangement  was  made,  which  was 
was  afterwards  intierdicted  by  the  Interstate  Commerce  Commission, 
what  was  the  tonnage  of  the  Tennessee  Coal,  Iron  &  Railroad  Co. 
outbound,  approximately,  of  pig  iron  and  like  materials  over  the 
Southern  Railway  for  a  year  or  a  month? 

Mr.  Green.  I  could  not  even  estimate  that  from  memory.  It 
varies  of  course  greatly.  If  they  happen  to  make  some  sales  in  the 
East  our  tonnage  would  amount  to  something,  and  ^f  they  did  not 
it  would  not  amount  to  very  much.  It  fluctuates  so  I  could  not, 
from  memory,  give  you  any  guess  at  that.  I  can  give  the  exact 
figures  if  you  would  like  to  have  them. 

The  CiiAiEMAN.  I  will  be  very  grateful  if  you  will  make  a  memo- 
randum of  that  and  furnish  the  tonnage  from  the  beginning  of  1910 
to  as  nearly  the  present  time  as  possible. 

When  was  this  agreement  entered  into? 

Mr.  Green.  I  do  not  know,  sir. 

The  Chairman.  When  do  you  think  it  was  entered  into? 

Mr.  Green.  It  was  some  time  prior  to  October  1. 

The  Chairman.  Last  October? 

Mr.  Green.  Yes,  sir.  The  tariffs  were  issued  October  1,  and,  of 
course,  they  had  to  be  filed  at  least  30  days  before  that. 

The  Chairman.  Since  this  agreement  was  entered  into,  or  since 
you  have  reason  to  believe  it  was  entered  into,  have  you  carried  any 
considerable  amount  of  tonnage  over  the  Southern  which  could 
have  been  diverted  to  the  Atlanta,  Birmingham  &  Atlantic  ? 

Mr.  Green.  I  have  not  looked  into  the  details  to  find  out  about 
that,  Mr.  Stanley,  but  I  have  no  reason  to  believe  that  any  business 
has  been  diverted  from  the  Southern  Railway  by  the  Tennessee 
Coal,  Iron  &  Railroad  Co.  because  of  this  agreement. 

The  Chairman.  You  do  not  think  it  base  made  any  difference  in 
the  shipments? 
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Mr.  Gbeen.  I  say  I  have  no  reason  to  believe  it  has.  Of  course, 
the  agreement  did  not  go  into  effect. 

For  what  period  of  time  do  you  want  this  tonnage  ? 

The  Chairman.  1910  to  the  present  4ime. 

Mr.  Gkeen.  From  January  1,  1910,  down  to  date? 

The  Chairman.  Yes.  In  the  event  that  agreement  should  be 
f-'onsummated,  what  effect  would  it  have  on  your  tonnage  of  freight 
hitherto  tendered  to  you  by  the  Birmingham  Southern  ? 

Mr.  Green.  I  do  not  know,  of  course.  I  can  only  assume  that  if 
these  divisions  became  effective  by  the  Atlanta,  Birmingham  & 
Atlantic  Railroad  and  did  not  become  effective  via  the  Southern  Rail- 
way, the  Southern  Railway  would  not  handle  any  business  that  the 
Atlanta,  Birmingham  &  Atlantic  could  handle. 

The  Chairman.  Would  that  be  a  considerable  tonnage? 

Mr.  Green.  It  would  depend  entirely  on  how  far  the  Atlanta,  Bir- 
mingham &  Atlantic  could  extend  those  divisions.  If  confined  to 
its  own  rails,  it  would  be  comparatively  small. 

The  Chairman.  Can  you  give  me  any  reason  why  the  Southern, 
the  Louisville  &  Nashville — and  what  other  roads  are  there  running 
into  that  country? 

Mr.  Green.  The  Alabama  Great  Southern,  the  Kansas  City,  Mem- 
phis &  Birmingham,  the  Mobile  &  Ohio,  the  Illinois  Central,  the 
Central  of  Georgia,  and  the  Seaboard  Air  Line. 

The  Chairman.  Have  any  of  those  roads  except  the  Atlanta,  Bir- 
mingham &  Atlantic  acceded  to  this  demand  of  the  Birmingham 
Southern  or  the  Tennessee  Coal,  Iron  &  Railroad  Co.,  as  we  may 
oonsider  it? 

Mr.  Green.  None  that  I  know  of. 

The  Chairman.  Can  you  tell  me  why  it  is,  if  you  know,  or  what 
reason  there  is  for  the  accession  to  this  agreement  on  the  part  of  the 
one  railroad  when  all  the  other  railroads  have  consistently  refused? 

Mr.  Green.  I  will  have  to  refer  you  to  the  offices  of  the  Atlanta, 
Birmingham  &  Atlantic  Railroad.     I  do  not  know. 

The  Chairman.  Is  the  Atlanta,  Birmingham  &  Atlantic  in  the 
hands  of  a  receiver? 

Mr.  Green.  Yes,  sir. 

The  Chairman.  Are  any  of  these  other  roads  in  the  hands  of  a 
jjeceiver  ? 

Mr.  Green.  No,  sir. 

The  Chairman.  So  far  as  you  know? 

Mr.  Green.  No,  sir. 

Mr.  Gardner.  Do  you  think  the  question  of  whether  or  not  tho 
Atlanta,  Birmingham  &  Atlantic  happens  to  be  in  the  hands  of  a 
receiver  has  anything  to  do  with  their  making  this  agreement? 

Mr.  Green.  I  have  no  reason  to  think  so. 

Mr.  Gardner.  Do  you  think  so? 

Mr.  Green.  No,  sir. 

The  Chairman.  I  may  be  under  a  misapprehension.  Was  it  not 
true  that  a  road  which  goes  into  the  hands  of  a  receiver  does  so 
usually  because  of  lack  of  traffic  and  lack  of  business  to  keep  it  out 
of  the  hands  of  a  receiver? 

Mr.  Green.  It  is  because  it  lacks  earning  power. 

The  Chairman.  Would  not  a  road  which  had  in  its  hands  a  des- 
perate need  of  business  even  make  a  concession  which  a  road  stronger 
financially  would  successfully  resist  and  deny? 
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Mr.  Green.  I  do  not  know  what  such  a  road  would  do.  I  have  not 
been  connected  with  one  of  that  sort. 

The  Chairman.  Do  you  think  it  probable,  Mr.  Green,  that  this 
one  road  of  all  these  roads  would  have  agreed  to  this  concession  had 
it  not  been  for  its  financial  stress? 

Mr.  Green.  I  do  not  know,  Mr.  Stanley. 
The  Chairman.  I  just  want  your  opinion  about  it. 
Mr.  Green.  To  be  perfectly  fair  about  it,  the  Atlanta,  Birming- 
ham &  Atlantic  Railroad  had  no  tracks  of  its  own  into  any  of  these 
plants.  It  had  to  take  its  business  from  one  of  the  trunk  lines,  so 
far  as  Ensley  was  concerned,  or  from  the  Birmingham  Southern 
Koad.  It  elected  to  take  it  from  the  Birmingham  Southern  Eoad 
under  certain  rates  and  divisions  which  were  apparently  to  its  ad- 
vantage in  dollars  and  cents.  What  actuated  it  to  do  that  I  do  not 
know.  Whether  it  was  because  of  its  distress  or  because  it  con- 
sidered it  merely  a  good  business  proposition,  I  can  not  say. 

The  Chairman.  Did  that  suspended  tariff  cover  inbound  as  well 
as  outbound  traffic? 

Mr.  Green.  Yes,  sir;  there  were  numerous  tariffs  supplemented, 
bringing  the  Birmingham  Southern  in  as  a  concurring  carrier — and 
1  think  both  inbound  and  outbound. 

The  Chairman.  I  am  not  a  practical  railroad  man.  I  will  ask 
you  to  explain  to  this  committee,  if  you  will,  just  what  advantages 
accrue  to  the  Birmingham  Southern  Railroad  by  virtue  of  con- 
cessions made  by  the  Atlanta,  Birmingham  &  Atlantic  on  inbound 
freight.    What  was  the  effect  of  it  ? 

Mr.  Green.  I  understand  that  under  these  tariffs  the  Birmingham 
Southern  Railroad  would  have  gotten  a  division  of  the  rate  on  the 
inbound  traffic  as  well  as  outbound  traffic. 
The  Chairbian.  What  division  would  it  get  on  inbound  traffic? 
Mr.  Green.  I  do  not  know,  sir;  I  do  not  remember.  I  saw  some 
of  the  sheets  in  Birmingham,  but  I  do  not  recall  just  what  the  divi- 
sions were.    I  remember  of  coal  and  pig  iron. 

Mr.  Sterling.  Did  that  arrangement  divert  the  traffic  of  your 
road  in  getting  it  over  there  for  them  ? 

Mr.  Green.  It  did  not,  that  I  know  of.    The  arrangement  never 
went  into  effect.    The, tariff's  were  suspended  by  the  Interstate  Com- 
merce Commission  and  have  not  yet  gone  into  effect. 
Mr.  Steeling.  That  was  the  purpose  of  it,  I  suppose? 
Mr.  Green.  Yes,  sir. 

Mr.  Sterling.  Did  the  other  railroads  file  exceptions  to  that 
arrangement,  and  is  that  why  it  came  before  the  Interstate  Com- 
merce Commission?  .  ,     , 

Mr.  Green.  The  Louisville  &  Nashville  filed  a  complaint  with  the 

commission  asking  for  the  suspension  of  the  tariffs  and  a  hearing; 

and  the  commission  has  heard  the  matter,  but  has  not  yet  decided  it. 

The  Chairman.  Are  there  any  tariffs  other  than  this  one  of  which 

you  have  complained  ?    If  so  I  would  like  to  have  you  explain  the 

.  benefit  of  those  tariffs  or  any  of  them.  ^         n  ..i 

Mr.  Green.  There  were  numerous  tariffs.     I  can  not  recall  them 

from  memory.    They  are  all  set  out  in  the  Louisville  &  Nashville 

application  to  the  Interstate  Commerce  Commission. 

Mr.  Gardner.  Was  that  long  document  the  application  to  the 
Interstate  Commerce  Commission? 
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Air.  Gkeen.  Not  very  long. 

Mr.  Gardner.  I  wonder  if  it  could  be  offered  in  evidence? 

The  Chairman.  It  is  in  evidence  now;  it  was  offered  this  morning. 

Is  it  true,  Mr.  Green,  the  officers  of  the  Birmingham  Southern 
Kailroad  are  also  officers  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.? 

JVfr.  Green.  Yes,  sir. 

The  Chairman.  Is  the  traffic  manager  of  the  Birmingham  South- 
ern and  the  Tennessee  Coal,  Iron  &  Railroad  Co.  also  an  officer  of 
the  American  Steel  &  Wire  Co.? 

JMr.  Green.  I  understand  he  bears  the  title  of  division  freiglit 
agent  of  the  American  Steel  &  Wire  Co. 

The  Chairman.  Who  is  this  person? 

Mr.  Green.  Mr.  A.  W.  Carey. 

The  Chairman.  The  American  Steel  &  Wire  Co.  is  a  subsidiary, 
I  believe,  of  the  United  States  Steel  Corporation  ? 

Mr.  Green.  I  so  understand. 

The  Chairman.  Is  it  true  all  the  directors  of  the  Birmingham 
Southern  Railroad  are  either  employees  or  officers  of  the  Tennessee 
Coal,  Iron  &  Railroad  Co.  or  of  the  United  States  Steel  Corporation? 

Mr.  Green.  I  think  so. 

The  Chairtiian.  Do  you  recall  having  seen  a  report  of  the  Bir- 
mingham Southern  to  the  Interstate  Commerce  Commission  for  1910, 
and  noted  a  statement  that  the  tracks  of  that  railway  company  are 
principally  operated  in  the  interest  of  the  Tennessee  Coal,  Iron  & 
Railroad  Co.? 

Mr.  Green.  No,  sir;  I  have  not  seen  that  report. 

The  Chairman.  Can  you  give  us  the  total  shipments  of  pig  iron, 
steel  billets,  and  steel  rails  in  the  Birmingham  district  for- the  year 
ending  June  30,  1911,  for  instance?  Have  you  that  information 
available? 

Mr.  Green.  I  can  get  it  for  you ;  I  do  not  have  it  here. 

The  Chairman.  Mr.  Smith,  I  believe  the  record  of  evidence  taken 
before  the  Interstate  Commerce  Commission  shows  the  pig  iron  was, 
as  stated  by  you,  1.027,800  tons;  steel  billets  and  crop  ends,  60.7.50 
tons;  steel  rails,  199,208  tons;  a  total  of  1,293,758  tons.  Do  you  re- 
member whether  those  figures  are  approximately  correct  or  not  ? 

Mr.  Smith.  I  could  not  say,  sir;  I  have  not  any  of  the  records  of 
that  year  with  me. 

The  Chairman.  That  is  over  your  railroad  ? 

Mr.  Smith.  My  recollection  is  those  figures,  if  you  read  them  cor- 
rectly, cover  the  total  biisiness. 

Mr.  Reed.  That  would  be  the  total  output  of  the  whole  district, 
Mr.  Chairman. 

The  Chairman.  Does  this  tonnage  include  the  Tennessee  company 
rolling  mills  and  products  from  Bessemer? 

lyir.  Green.  No,  sir.  We  have  no  statistics  which  include  the  prod- 
ucts of  the  Bessemer  rolling  mills.  The  statistics  we  keep  cover  the 
pig  iron,  cast  iron,  pipe,  steel  rail,  and  billets  and  crop  ends. 

The  Chair^man.  There  is  some  coal  produced,  I  believe  you  said,  at 
the  Tennessee  company's  mines? 

Mr  Green.  Yes,  sir. 

The  Chairman.  Commercial? 
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Mr.  Green.  The  Tennessee  Coal,  Iron  &  Railroad  Co.  produces  a 
great  deal  of  coal,  not  only  on  its  own  railroad,  but  it  has  mines  on 
the  Southern  Railway  and  also  on  the  Louisville  &  Nashville. 

The  Chairman.  I  will  ask  you  if  that  tonnage  did  not  amount  to 
about  3,500,000  tons  in  1910? 

Mr.  Green.  I  do  not  remember,  sir;  but  I  think  that  is  probably 
correct.  If  those  figures  are  taken  from  Mr.  Smith's  testimony,  they 
are  probably  correct. 

The  Chairman.  That  is  about  21  per  cent  of  the  entire  production 
of  the  State  of  Alabama,  is  it  not  ? 

Mr.  Geeen.  That  is  my  recollection. 

The  Chairman.  Do  you  recall  that  the  total  produced  on  the  Bir- 
mingham Southern  Railroad  was  approximately  2,000,000  tons? 

Mr.  Green.  I  do  not. 

The  Chairman.  Is  this  tonnage  of  coal,  whatever  it  is,  the  coal 
upon  which  the  allowance  out  of  the  rate  would  accrue  ? 

Mr.  Green.  Such  portion  of  it  as  would  go  to  commercial  mar- 
kets. A  large  portion  of  that  tonnage  goes  to  the  Tennessee  Coal, 
Iron  &  Railroad  Co.  plant  on  the  Birmingham  Southern  Road — its 
coke  ovens  and  furnaces. 

The  Chairman.  The  tbtal  tonnage  of  pig  iron  and  steel  and  coal 
of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  amounts  to  how  much — 
1,000,000  tons  a  year? 

Mr.  Greek.  I  should  say  more  than  that — the  total  tonnage  of 
coal  and  pig  iron  and  everything  else. 

Mr.  Reed.  The  chairman  just  read  the  figures  that  show  the  ton- 
nage of  the  coal  is  more  than  that. 

The  Chairman.  I  understand  you  to  say  these  switching  charges 
were  guaranteed  to  industries — or  were  they — located  upon  the 
pr&perty  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  upon  its  rail- 
road lines  to  insure  protection  against  higher  charges.  Do  you  know 
anjd;hing  about  that,  or  the  history  of  these  switching  charges,  or 
the  beginning  of  them,  or  how  they  happened  to  be  established  ? 

Mr.  Green.  Do  you  mean  the  switching  charge  of  the  Birming- 
ham Southern  Railroad? 

The  Chairman.  Yes. 

Mr.  Green.  I  do  not  know  that  I  catch  the  drift  of  your  question, 
Mr.  Stanley. 

The  Chairman.  There  was  a  switching  charge  of  $2  a  car.  What 
was  the  history  of  that  charge  ? . 

Mr.  Green.  Prior  to  the  operation  of  the  railroad  of  the  Tennes- 
see Coal,  Iron  &  Railroad  Co.,  as  the  Birmingham  Southern,  there 
were  certain  industries  located  on  the  tracks  of  the  Tennessee  Coal 
&  Iron  Co.,  and  under  some  understanding  with  the  Tennessee 
Coal,  Iron  &  Railroad  Co.  I  think  the  terms  were  varying-^I  can 
not  recall  them  all — in  so  far  as  they  aifected  the  switching  service. 
When  the  property  became  a  part  of  the  Southern  and  Louisville  & 
Nashville  it  was  treated  just  like  any  other  part  of  those  lines,  and 
when  the  traffic  was  switched  by  the  Birmingham  Southern  for 
account  of  those  lines  or  for  account  of  other  connections  the  Bir- 
mingham Southern  collected  the  usual  switching  charge  which  in  that 
territory  is  $2  a  car. 
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The  Chairman.  How  is  that  charge  now  determined — by  what 
authority?    Does  the  State  of  Alabama  make  any  regulation? 

Mr.  Green.  No,  sir ;  the  State  of  Alabama  never  fixed  a  switching 
charge  of  $2  a  car.  That  was  a  charge  determined  by  the  carriers  as 
a  matter  of  custom  growing  out  of  what  you  might  call  an  inter- 
change of  facilities  at  these  terminal  points,  each  switching  for-  the 
other  at  that  point.  The  Alabama  commission  did  fix  or  did  direct 
the  trunk  lines  to  pay  the  Birmingham  Southern  Railroad  $2  a  car 
switching  to  an  from  certain  concerns  located  on  the  Birmingham 
Southern  Eailroad,  other  than  the  Tennessee  Coal,  Iron  &  Railroad 
Co.,  on  intrastate  carload  competitive  traffic. 

The  CHAiR:\rAN.  That  is  all,  gentlemen;  do  any  of  you  desire  to 
ask  any  questions? 

Mr.  Garonee.  Mr.  Green,  you  said  a  little  while  ago  the  reason  the 
Southern  Raihoad  would  not  consent  to  make  the  same  arrangement 
approximately  that  the  Atlanta,  Birmincham  &  Atlantic  made  was 
because  you  felt  certain  industries  would  be  discriminated  against 
if  you  did  it.    Did  I  understand  you  correctly? 

Mr.  Green..  Yes,  sir. 

Mr.  Gardner.  And  you  mean  competitors  of  the  United  States 
Steel  Co.  when  you  say  that?  ' 

Mr.  Green.  Competitors  of  the  Tennessee  Coal,  Iron  &  Railroad 
Co. ;  yes,  sir. 

Mr.  Gardner.  I  mean  the  Tennessee  Coal,  Iron  &  Railroad  Co.  ? 

Mr.  Green.  Yes,  sir. 

Mr.  Gardner.  "\Vhat  companies? 

Mr.  Green.  The  Sloss-Sheffield  Steel  &  Iron  Co.,  engaged  in  mar- 
keting both  pig  iron  and  coal. 

Mr.  Gardner.  We  will  take  the  Sloss-Sheffield  first,  as  an  illus- 
tration. Are  you  at  liberty  to  say  whether  you  took  that  step — but 
you  did  not  bring  the  case  in  court,  so  you  could  not  answer  that. 

I  wish  you  would  explain  to  me  again,  because  I  did  not  follow  it 
entirely  and  exactly,  just  how  it  would  have  constituted  discrimina- 
tion against  the  Sloss-Sheffield  Steel  &  Iron  Co.,  for  example? 

Mr.  Green.  Because  we  would  be  bearing  an  expense  for  account 
of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  which  the  Sloss-Sheffield 
Steel  &  Iron  Co.  has  itself  to  bear. 

Let  me  explain  what  perhaps  has  not  been  explained  to  you 
already.  The  Southern  Railway  has  its  own  connections,  not  only 
with  the  Sloss  furnace  at  Birmingham  and  North  Birmingham,  but 
also  with  the  furnaces  of  the  Tennessee  Coal,  Iron  &  Railroad  Co. 
at  Alice,  Birmingham.  Also  it  has  its  own  connections  with  furnaces 
of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  at  Ensley,  through  the 
Birmingham  Southern  Railway,  the  service  in  that  case,  so  far  as  the 
Birmingham  Southern  is  concerned,  being  merely  a  switching  service. 

ISIr.  Gardner.  When  you  say  its  own  connection  at  Ensley,  what 
do  you  mean? 

Mr.  Green.  I  mean  we  have  our  rails  right  alongside  of  the  tracks, 
connecting  with  the  Birmingham  Southern  into  the  furnace.  That 
is  likewise  true  at  the  Bessemer  furnace.  The  services  of  the  Bir- 
mingham Southern  which  they  perform  in  delivering  business  for 
the  Southern  Railway  into  these  furnaces,  or  taking  business  out  of 
those  furnaces,  are  like  services  to  those  which  the  Sloss-Sheffield  Co. 
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perform  in  doing  the  same  thing  at  its  Birmingham  and  North  Bir- 
mingham furnaces. 

Mr.  Gardner.  I  see  your  point.  Of  course  whether  or  not  that  is 
proper  depends  on  the  amount  charged  and  on  the  essential  question 
which  has  been  discussed  to-day  as  to  whether  or  not  the  Birming- 
ham Southern  is  or  is  not  a  mere  plant  facility. 

Mr.  Green.  I  do  not  know  whether  it  depends  entirely  on  that  or 
not.  Of  course  we  are  all  very  much  at  sea  as  to  what  we  may  or 
may  not  do  legally  in  dealing  with  a  situation  of  this  sort.  I  am 
glad  it  has  taken  a  course  through  the  Interstate  Commerce  Com- 
mission, where  we  can  get  some  of  these  questions  cleared  up. 

As  to  the  plan  facility  feature,  I  do  not  think  it  can  be  denied  the 
Birmingham  Southern  Railroad  is  absolutely  necessary  to  the  opera- 
tion of  the  Tennessee  Coal,  Iron  &  Eailroad  Co.,  independent  of  any 
other  business  which  it  does,  and  it  was  that  necessity  that  led  the 
interests  that  then  controlled  the  Tennessee  Coal,  Iron  &  Eailroad 
Co.  to  insist  upon  a  restoration  of  the  property  of  the  Birmingham 
Southern  to  its  possession. 

Mr.  Gardner.  They  did  operate  some  time  without  it? 

Mr.  Green.  About  seven  or  eight  years,  as  I  recall  it,  more  or  less. 

Mr.  Gardner.  So  that  physically  it  is  not  a  necessity,  but  finan- 
cially it  may  have  been  ? 

Mr.  Green.  No;  I  think  physically;  and  that  is  the  only  reason — 
the  physical  operation. 

Mr.  Gardner.  For  seven  years  they  operated  without  it? 

Mr.  Green.  Yes,  sir ;  and  it  was  because  that  operation  was  unsat- 
isfactory to  them 

Mr.  Gardner  (interposing).  Were  those  seven  years  prior  to  the 
time  when  these  people  got  hold  of  it  with  the  idea  of  extending  it? 

Mr.  Green.  Yes,  sir.  In  the  first  place  the  sale  of  the  railroad 
property  to  the  Louisville  &  Nashville  and  the  Southern  was  made  by 
the  Tennessee  Coal,  Iron  &  Railroad  Co.  before  the  Gates  interest 
came  into  control,  and  of  course  long  before  the  United  States  Steel 
Corporation  came  into  control. 

Mr.  Gardner.  Yes ;  I  understand  -that. 

Mr.  Green.  It  was  after  the  Gates  interests  acquired  control  that 
thev  insisted  upon  again  acquiring  the  property.  .^,     ,, 

Mr.  Gardner.  In  carrying  freight  on  a  division  of  rates  with  other 
roads— freight  that  is  shipped  partly  over  your  own  road  and  partly 
over  another  road— if  you  originate  that  freight  do  you  get  a  greater 
percentage  than  you  would  otherwise  be  entitled  to  if  another  road 

"'^Mr^^GREEN.  Not  because  we  originate  the  traffic.  We  sometimes 
do  get  more— that  is,  we  get  more  per  mile  than  our  connection  would 
if  our  haul  is  shorter  than  that  connection. 

Mr.  Gardner.  For  what  reason ?  _  ,-        . 

Mr  Green.  Because  of  th^  short  haul  and  because  the  ratio  of 
expense  in  handling  decreases  with  the  length  of  your  haul- 

Mr  Gardner.  Then  it  is  not  a  well-recognized  principle  that  the 
man  who  originates  the  freight  is  entitled  to  a  greater  proportion 
or  share  of  the  rate?  '    ,    ^  u         •         ■   j 

Mr  Green  No,  sir.  I  think  perhaps  what  you  have  m  mind, 
Mr  Gardner,  if  the  fact  that  certain  of  the  lines  of  the  Pittsburgh 
district  which  originate  traffic  and  deliver  it  to  a  connection  in  com- 
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petition  with  their  own  line  beyond  the  connecting  point,  exact  pro- 
portions— in  consideration  of  the  fact  that  they  are  giving  up  tlieir 
long  haul — for  their  short  haul. 

Mr.  Gakuner.  They  gire  up  their  long  haul  and  therefore  get  as 
a  compensation  something  additional  for  originating  the  freight? 

Mr.  Green.  As  a  partial  compensation. 

Mr.  Gardner.  That  practice  does  not  obtain  in  the  Birmingham 
district  ? 

Mr.  Green.  Not  generally.  I  can  illustrate  what  does  exist  down 
there.  "We  originate  a  great  deal  of  coal  just  west  of  Birmingham. 
We  can  carry  that  coal  to  Atlanta  over  our  own  rails. 

We  can  turn  it  over  to  the  Atlanta,  Birmingham  &  Atlantic  Rail- 
road at  Birmingham,  or  to  the  Seaboard  Air  Line  at  Birmingham 
or  we  can  turn  over  the  coal  at  Birmingham  to  the  Central  of  Geot- 
gia  coming  down  to  Columbus.  Our  local  rate  into  Birmingham  is 
30  cents  a  ton.  We  get  that  local  rate  in  dividing  the  through  rate 
if  we  do  deliver  this  coal  to  these  connections  at  Birmingham,  and 
that  local  rate  is  higher  per  mile  than  the  proportion  from  Birming- 
ham for  the  longer  distance.  But  it  is  only  under  circumstances  of 
that  sort  that  we  do  get  larger  proportions. 

There  are  some  cases  where  rates  are  prorated,  but  if  the  initial 
line  has  only  50  miles  or  a  very  short  haul  it  may  be  given  a  con- 
structive distance  greater  than  50  miles,  according  to  circumstances. 
Generally  speaking,  however,  it  is  not  true  that  we  get  a  greater  pro- 
portionate share  of  a  rate  because  we  originate  the  business,  greater 
than  our  connections  get. 

Mr.  Gardner.  Of  course,  there  must  have  been  an  answer  of  the 
Tennessee  Coal,  Iron  &  Railroad  Co.  filed  to  the  complaint  made  by 
the  Louisville  &  Nashville  to  the  Interstate  Commerce  Commission, 
was  there  not? 

Mr.  Green.  I  suppose  so. 

Mr.  Gardner.  What  attitude  did  they  take? 

Mr.  Rosser.  No ;  there  was  no  answer  filed.  It  was  a  direct  hear- 
ing, without  pleadings. 

]\tr.  Gardner.  The  arguments  were  heard  orally? 

Mr.  Rosser.  They  have  not  been  heard  yet. 

Mr.  Gardner.  In  some  way  the  impression  has  been  made  on  my 
mind  that  one  of  the  reasons  why  these  railroads  in  an  analogous  sit- 
uation with  the  Birmingham  Southern  demanded  division  of  the  rate 
is  on  the  grotmd  that  they  originate  the  freight.  Is  that  part  of 
their  contention,  so  far  as  you  know? 

Mr.  Green.  I  think  not,  sir. 

Mr.  Gardner.  Do  you  know  what  their  contention  is,  in  geoieral 
terms  ? 

Mr.  Green.  That  the  Birmingham  Southern  is  a  common  carrier, 
and  that  it  is  entitled  to  be  treated  as  such,  regardless  of  its  own- 
ership. 

Mr.  Gardner.  What  services  do  they  claim  to  have  performed, 
other  than  switching,  to  entitle  them  to  a  division  of  the  rate? 

]\Tr.  Green.  Perhaps  I  had  better  explain. 

Mr.  Gardner.  I  do  not  ask  you  to  state  the  position  of  those  who 
disagree  with  you,  but  T  confess  I  have  in  my  mind  the  supposition 
that  they  made  claim  to  be  the  railroad  originating  the  freight. 

Mr.  Green.  That  is  correct. 


UNITED  STATES   STEEL  COEPORA.TION.  2149 

Mr.  Gardneb.  And  that  in  consequence  of  that  fact  they  felt  they 
were  entitled  to  a  greater  division  of  the  profits  than  the  mere  length 
ot  their  mileage  would  entitle  them  to. 

Mr.  Green.  I  do  not  think  that,  Mr.  Gardner.  I  have  never  un- 
derstood that  to  be  the  position  of  the  Tennessee  Coal,  Iron  &  Rail- 
road Co.  Perhaps  they  did  feel  that  because  of  their  short  haul  they 
were  entitled  to  what  We  might  call  short-haul  arbitraries,  and  those 
arbitraries  would  probably  be  more  in  proportion  to  the  mileage  than 
the  connections  would  get.  That  would  be  a  perfectly  natural  thing 
m  the  division  among  carriers  under  like  circumstances. 

Mr.  Gardner.  Yes ;  but  a  short  haul  at  the  beginning  of  the  haul, 
where  the  freight  was  originated,  might  be  entitled  to  a  much  greater 
proportion  of  the  remuneration  than  a  short  haul  in  the  middle  of  the 
route  from  east  to  west. 

Mr.  Green.  Yes ;  because  the  initial  line  has  all  the  initial  terminal 
expenses.    A  short-haul  intermediate  line  would  have  that  expense. 

Mr.  Gardner.  I  can  understand  a  good  reason  why  the  initial  line 
that  originates  the  freight  should  get  more  than  its  proportional 
share;  but  I  understood  j^ou  to  say  that  was  a  principle  which  is 
not  recognized  in  adjusting  rates  in  the  neighborliood  of  Bir- 
mingham. 

Mr.  Green.  Except  in  the  way  I  liave  described — not  merely  be- 
cause of  originating  traffic  do  we  get  a  larger  proportionate  share 
of  tlie  rate  than  our  connections,  but  because  we  have  a  shorter  haul 
on  the  traffic. 

Mr.  Gardner.  I  quite  understand;  but  taking  two  railroads  hav- 
ing equally  short  hauls  on  a  shipment  of  freight,  would  not  the 
railroad  that  had  the  initial  be  entitled  to  a  greater  proportionate 
return  than  a  railroad  with  an  equally  short  haul  that  took  the 
freijght  in  the  middle  of  its  journey?  Does  not  the  element  of  origi- 
nating the  freight,  in  .other  words,  come  into  the  extra  proportion 
received,  even  more  than  the  mere  fact  that  the  haul  is  snorter? 

Mr.  Green.  Only  to  this  extent,  sir,  that  the  lines  that  originate 
the  business,  of  course,  has  to  stand  all  of  the  initial  terminal  ex- 
pense. 

Mr.  Gardner.  That  is  what  I  understand. 

Mr.  Green.  And  therefore  it  is  entitled  to  consideration,  for  the 
fact  that  its  line  haul  and  line  revenue  is  reduced  because  it  is  short, 
and  therefore  it  should  have  a  higher  proportion  relatively  than  its 
connections. 

Mr..  Gardner.  What  I  want  to  get  at  is  this:  Suppose  freight  is 
shipped  10  miles  over  road  A,  and  then  it  is  shipped  over  road  B, 
both  of  them  being  short  hauls,  would  not  road  A  get  a  greater  pro- 
portional share  of  the  rate  than  road  B? 

Mr.  Green.  Not  ordinarily,  in  our  territory ;  they  would  get  the 
same. 

Mr.  Gardner.  In  other  words,  the  originating  of  the  freight,  the 
initial  facility,  would  count  for  nothing? 

Mr.  Green.  They  would  count  for  no  more  than  the  terminal 
facilities  in  that  case. 

Mr.  Gardner.  I  take  the  freight  that  is  shipped  by  railroad  A, 
which  originates  the  freight,  and  haul  it  10  miles  by  road  A,  and 
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it  is  there  taken  by  railroad  B,  shipped  10  miles,  and  then  goes  on 
to  railroad  C,  which  carries  it  to  its  destination.  What  I  want  to 
get  at  is  whether  it  is  a  general  practice  that  railroad  A  would 
receive  a  greater  proportional  return  than  railrOad  B. 

Mr.  Green.  It  probably  would. 

Mr.  Gardner.  They  both  have  an  equally  short  haul,  but  railroad 
A  has  presumptively  expended  a  great  deal  of  energy  in  getting  the 
business  along  the  line  of  its  road  and  has  all  the  terminal  facilities 
which  are  requisite  for  initiating  the  business? 

Mr.  Green.  Eailroad  B,  in  that  case,  would  probably  get  less  than 
railroad  A. 

Mr.  Gardner.  That  is  exactly  what  I  had  supposed;  but  I  have 
understood  you  to  say  that  was  not  so. 

Mr.  Green.  I  said  it  was  not  so  because  I  understood  your  ques- 
tion to  be  merely  two  railroads,  each  10  miles  in  length. 

Mr.  Gardner.  Then  if  you  granted  the  contention  of  this  Birming- 
ham Southern  road,  that  they  ori^nated  the  freight,  you  would  ad- 
mit they  were  entitled  to  something  which  the  Sloss- Sheffield  Co. 
was  not  entitled  to? 

Mr.  Green.  The  Sloss-Sheffield  Co.  originates  the  freight  on  its 
own  railroad.    It  is  not  a  chartered  railroad. 

Mr.  Gardner.  Of  course,  it  is  the  industry  in  any  locality — it  is 
the  United  Shoe  Machinery  Co.  up  in  my  neighborhood  that  origi- 
nates freight  consisting  of  shoe  machinery;  but  it  is  the  railroad 
whose  energy  perhaps  results  in  the  United  Shoe  Machinery  Co. 
going  there  and  building  up  the  city  where  it  is,  that  undoubtedly 
would  claim  from  other  railroads  an  extra  share  for  originating  the 
freight. 

If  the  Sloss-Sheffield  Co.  delivers  directly  to  the  trunk  line,  unless 
the  Sloss-Sheffield  Co.  has  a  railroad  of  its  own,  clearly  the  trunk 
line  originates  that  freight.  But  what  was  working  in  my  mind  was 
whether,  if  the  Alice  furnace,  for  example,  delivered  to  the  Birming- 
ham Southern,  which  happens  to  have  the  same  ownership,  does  not 
the  Birmingham  Southern,  as  a  matter  of  fact,  originate  that 
freight? 

Mr.  Green.  Mr.  Gardner,  the  Birmingham  Southern  did  not,  as 
in  the  case  which  you  have  spoken  of,  expend  its  energies  for  the 
development  of  these  industrial  enterprises.  On  the  contrary,  the 
trunk  lines  did. 

Mr.  Gardner.  But  the  evidence  was  that  a  part  of  the  Birmingham 
Southern,  from  Pratt  to  some  place  else,  was  built  for  entirely  dif- 
ferent purposes  than  for  serving  these  various  furnaces. 

Mr.  Green.  The  original  construction  of  the  railroad  from  Pratt 
City  to  Pratt  "  Y,"  Birmingham,  near  Alice  furnace,  was  purely  for 
the  purpose  of  moving  coal  of  the  original  developers  of  the  Pratt 
coal  seam  into  Birmingham  and  to  connections  at  Birmingham. 

jMr.  Sterling.  Does  this  road,  which  I  think  you  called  the  Bir- 
mingham Road,  get  a  division,  or  has  it  ever  gotten  a  division,  of 
rates  from  any  of  these  connecting  roads? 

Mr.  Green.  No,  sir;  it  has  never  gotten  anything  more  than  a 
switching  charge  on  business  handled  to  and  from  certain  industries 
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named  in  an  ordor  of  the  Alabama  State  commission — industries 
other  than  the  Tennessee  Coal,  Iron  &  Eailroad  Co. 

Mr.  Sterling.  Has  it  ever  demanded  it  from  other  roads? 

Mr.  Green.  I  do  not  know  that  I  should  say  "  demanded  "  it ;  it 
wants  it'. 

Mr.  Sterling.  Before  it  went  into  the  hands  of  the  present  owners, 
was  it  demanding  it  then  ? 

Mr.  Green.  Yes,  sir ;  the  Tennessee  Coal,  Iron  &  Railroad  Co.  for 
years — I  think  long  prior  to  my  connection  with  the  association — 
sought  allowances  for  this  service. 

Mr.  Sterling.  Did  it  get  them  at  that  time? 

Mr.  Green.  It  never  did. 

Mr.  Sterling.  They  are  demanding  it  as  a  matter  of  right,  and 
have  for  years,  regardless  of  ownership,  and  it  has  never  been  con- 
ceded to  them  except  in  this  case  of  the  contract  with  the  Atlanta, 
Birmingham  &  Atlantic  Road,  which  you  speak  of? 

Mr.  Green.  That  is  correct. 

Mr.  Sterling.  Is  that  correct  ? 

Mr.  Green.  Yes. 

Mr.  Danfor TH.  How  do  you  get  your  goods  from  Ensley  ? 

Mr.  Green.  The  product  of  the  plants  of  the  Tennessee  Coal,  Iron 
&  Railroad  Co.  at  Ensley  is  delivered  to  us  at  Ensley  under  switching 
service  by  the  Birmingham  Southern  Eailroad.  We  take  it  there 
and  we  deliver  there. 

Mr.  Danforth.  Your  line  runs  right  to  that  point  ? 

Mr.  Green.  Yes,  sir;  and  so  do  the  Louisville  &  Nashville,  the 
Alabama  Great  Southern,  and  the  Kansas  City,  Memphis  &  Bir- 
mingham. 

Mr.  Danforth.  All  three  of  those  trunk  lines? 

Mr.  Green.  Four  of  them. 

Mr.  Bball.  Has  the  Tennessee  Coal,  Iron  &  Railroad  Co.  any 
switches  in  its  y.'irds  except  those  under  control  of  the  Birmingham 
Southern  ? 

Mr.  Green.  None  except,  I  believe,  the  tracks  to  its  Oxmoor  fur- 
naces, which  are  not  a  part  of  the  Birmingham  Southern  and  not 
connected  with  the  main  part  of  that  company. 

Mr.  Beall.  Sloss-Sheffield  and  others  own  their  own  separate 
switching  tracks? 

Mr.  Green.  Yes,  sir. 

Mr.  Beall.  Under  the  situation  prevailing  now,  are  your  roads 
runnins  as  close  to  Ensley  as  they  do  to  the  Sloss-Sheffield  ? 

Mr.  Tjeeen.  Yes,  sir;  practically  so.     There  may  be  some  slight 

variation.  ,        .  j.  xi  ^ 

Mr.  Beall.  And  under  the  situation  now  neither  one  ot  them  gets 

any  pay  for  delivering  the  cars  out  on  your  track?     What  do  you 

call  your  reservation,  where  all  of  them  turn  in  the  cars? 

Mr.  Green.  Usually  the  interchange  track.  o,    ^  ,  t 

Mr.  Beall.  As  the  situation  stands  now,  both  the  bioss- Sheffield 

furnace  and  the  Ensley  furnace  furnish  their  cars  loaded  with  the 

products  on  this  interchange  track? 

Mr.  Green.  Yes,  sir ;  and  they  are  under  exactly  the  same  position 

so  far  as  the  Southern  Railway  is  concerned. 
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Mr.  Beall.  If  the  contention  of  the  Birmingham  Southern  is  sus- 
tained bj'  the  Interstate  Commerce  Commission,  the  Sloss-Sheffield 
people  wilfstill  have  to  place  their  cars  upon  this  interchange  track 
and  receive  no  compensation  from  you  for  it  ? 

Mr.  Green.  Exactly. 

Mr.  Beall.  If  the  contention  is  sustained,  the  Tennessee  Coal, 
Iron  &  Railroad  Co.  people  will  load  their  cars  and  go  out  upon  this 
track  over  the  Birmingham  Southern,  and  the  Birmingham  Southern 
■will  demand  and  receive  from  you  some  compensation  for  that  serv- 
ice.    Is  tliat  your  understanding? 

Mr.  Green.  They  will  not  necessarily  receive  anything  from  us, 
but  if  they  deli\er  to  the  Atlanta,  Birmingham  &  Atlantic  under 
this  arrangement  they  will  receive  it. 

Mr.  Beall.  If  they  deliver  to  the  Atlanta,  Birmingham  &  Atlantic, 
it  will  almost  follow,  as  a  matter  of  necessity,  that  other  roads  coming 
into  Birmingham  will  be  compelled  to  grant  the  same  concession? 

Mr.  Green.  We  must  meet  competition  or  go  out  of  the  business. 

Mr.  Beall.  If  they  do  grant  it  to  the  Atlanta,  Birmingham  &  At- 
lantic, and  if  the  contention  is  sustained  with  respect  to  the  Atlanta, 
Birmingham  &  Atlantic,  it  will  finally  result  in  the  Southern  grant- 
ing the  same  concession,  will  it  not  ? 

Mr.  Green.  We  must  do  that  or  else  go  out  of  the  business. 

Mr.  Beall.  You  will  forfeit  all  chance  for  the  business? 

Mr.  Green.  Yes,  sir. 

Mr.  Beall.  If  you  do  grant  the  concession,  you  will  hove  to  pay 
the  Birmingham  Southern  for  doing  the  work  that  the  plant  facili- 
ties of  the  Sloss-Sheffield  do  and  for  which  they  receive  no  compensa- 
tion? 

Mr.  Green.  If  we  meet  the  competition  of  the  Atlanta,  Birming- 
ham &  Atlantic  Railroad,  we  would  have  to  pay  the  Birmingham 
Southern  Railroad  $2  a  car  for  switching  to  us  at  Ensley 

Mr.  Beall  (interposing).  For  doing  at  Ensley  what  the  Sloss- 
ShefKeld  people  up  above  there  at  Birmingham  will  have  to  do  for 
nothing? 

Mr.  (iREEN.  Yes,  sir. 

Mr.  Beall.  As  it  stands  now,  neither  of  them  receive  anything 
for  it? 

Mr.  Green.  That  is  correct. 

Mr.  Reed.  You  understand,  Mr.  Beall,  the  evidence  shows  the  At- 
lanta, Birmingham  &  Atlantic  can  not  reach  these  cars  on  the  inter- 
change tracks  at  Ensley.  There  is  a  very  substantial  haul  required 
from  that  track  to  the  junction  with  the  Atlanta,  Birmingham  & 
Atlantic,  and  it  is  for  that  haul  that  this  contract  contemplated  pay- 
ment? 

Mr.  Green.  But  they  can  reach  the  tracks  at  Birmingham,  at  Alice 
furnace,  at  Bessemer  furnace,  on  the  same  terms  the  trunk  lines  do. 

The  Chairman.  If  there  are  no  further  questions,  I  suggest  the 
parties  be  here  at  10.30  to-morrow  morning.  The  committee  will  now 
go  into  executive  session. 

(Thereupon,  at  4.50  o'clock  p.  m.,  the  committee  went  into  execu- 
tive session,  after  which  an  adjournment  was  taken  until  to-morrow, 
PViday,  December  15,  1911,  at  10.30  o'clock  a.  m.) 
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[Missouri  Paciflr  "Ry!    Division  hasis  No   SO.    Authority  F.  6106.    B.  &  L.  E.  R.  K.  Co.    PercentaEe 

No.  2X1.] 

Percentages  for  dirixion  of  thrinigli.  rates  hft irecii  Besscmei-  d  Lake  Erie  Rail- 
niail  Co.  nnri  Minsoari  raeific  liiiUioay  Co.  (southern  Minsifisipin  Vallej/  pro- 
rating points,),  ria  Mifflin  Junelion.  I'a.,  W.  P.  T.  Ry.,  W.  &  L.  E.  R  R. 
Toledo,  Ohio,  Watiash  R.  R.,  niid  East  St.  Louis,  III. 

[Efflective  June  30,  1908.] 


Southern  Mississippi  Valley  proratm.;  points  (see  note  1). 

Roads. 

B.&L.E.K.R. 

station.^, 

Group  A 

(per  cents).! 

New  Orleans,  La 

B.&L.  E 

W.  p.  T 

•  15.0 
}                   13.0 

Alpiers,  La * 

Gretna,  La 

W.  &  L   E 

Waliash 

M.  1-".  and  connections- 
B  &  L  E 

Memphis,  Tenn 

45.2 
17  8 

W.  P.T 

W.  &  L.  E 

}                    20.7 

Wabash 

34.3 

U.  1' 

B.&L.E 

W.  P.T 

W.&L.E 

Wabash 

27.2 

Natchez.  Mbs 

28  5 

Viflalia.  La 

XiSMe  Providence,  La..  . 

Arltansas  City,  Ark 

M.  1- 

B.&L.E ,... 

W   P  T 

39.4 
15.0 

Helena,  Ark      

}                    l(i.9 

28.0 
40.1 

W.  &L.  E 

Wabash 

M.  P 

1  These  percentages  not  ta  apply  on  coal,  coke,  iron  ore,  and  limestone. 

Note. — Deduct,  befoie  prorating,  2  cents  jier  hundredweight,  or  40  cents  per  net  ton  for  Mississippi  River 
bridge  tolls  and  add  lo  Missiouri  Pacific  Railway  proportion  * 


Issued  by- 


W.  B.  Kntqht. 
A.  F.  T.  M.  Missouri  Pacific  Ry.,  R/.  Louix,  Mo. 

(File  R.  M.  43S-Z.  L.) 
F.  A.  Barber, 
C.  T.  B.,  Wahash  R.  R.,  St.   I.ouis.  Mo. 

(File  .) 

S.    P.    WOODSIDE, 

A.  G.  F.  A.,  W.  P.  r.  Ry.-W.  d  L.  E.  R.  R.  Co.,  I'i1l:<l,iirg.  Pa. 

(File  P.  P.  497.) 
F.   C.   Baibd, 
G.  F.  A.,  B.  <&  L.  E.  R.  R.  Co.,  Pitshiirgh,  Pa. 

(File  P.  F.  211.) 
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[Wabash  Ilnesdlvlslon  notice  No.  458.    M.  &  O.  R.  R.    Percentage  No. .    B.  &  L.  E.  R.  R.  Co. 

Percentage  No.  242.] 

Percentages  for  division  of  through  rates  lietween  Bessemer  £  Lake  Erie  R.  E. 
Co.  and  Mobile  &  Ohio  R.  R.  Co.  (southern  iJississipin  Valley  prorating 
points),  via  .Mifflin  Junction,  Pa.,  Wahash-Pitt-^biirg  Terminal  Ry.,  Wheel- 
ing <i  Lake  Erie  R.  R.,  Toledo,  Ohio,  Wabash  R.  R.,  East  St.  Louis,  III., 
Mobile  d  Ohio  R.  R.,  and  beyond. 

[Effective  Aug.  IS,  1903.    These  percentages  not  to  apply  on  coal,  coke.  Iron  ore,  and  limestone.) 


Southern  Mississippi  Valley  prorating  points. 
(See  note  1.) 


Roads. 


Via- 


B.  &  L.  E. 

R.  R.  staiions, 

group  A  (per 

cents). 


New  Orleans,  La 

Southbound  only: 

Port  Chalniette,  La.. 

Guzman,  l.a 

Little  Woods,  La 

North  Shore,  La 

Salmens,  La 

Sabrook,  La 

Slidell.  La.-. 

South  Point,  La 

Mobile,  Ala 

I'richards,  Ala 

"Whistler,  Ala 

Taylor,  Ala 

Crichton,  Ala 

Tiamell,  Ala 

Government  Street,  Ala. 

Mertz,  Ala 

Taeon   Ala 

Northbound  only; 

Stonewall,  Miss 

Enterprise,  Miss 


n.  &  L.  E.. 
VV.  P.  T.... 
U'.&L.E.. 

'Wabash 

M..&0 

N.O.&N.E 


Meridian,  Miss.. 


Memphis,  Term. 


Vicksburg,  Miss. 


OreenvlUo,  Miss. 


Jackson,  Miss.. 


n.  &L.  E.. 
W.  P.  T . . . 
W  &  L.  E.. 

Wabash 

M.  &  O 


Mifflin  Junction,  Pa, 

Toledo,  Ohio 

East  St.  Louis,  III . . 
Meridian,  Miss 


Mifflin  Tunction,  Pa.. 


■B.  &L.  E... 

W.  P.  T 

\\\  &  L,  E. 

Wabash 

M.  &  O 

B.  &  L.  E... 

W.  P.  T 

>V.  &  L.  E 

Wabash 

.M.  &  O 

.Southern 

B.  &  L.  E... 

W.  P.  T 

W.&L  E... 

Waba.sh 

M.&  O 

\.&  V 

B.  &  L.  E... 

W.  P.  T 

W.  &L.  E.. 

Wabash 

M.&  0 

So.    Ry.  in 

Miss. 
B.  A-  L.  E... 

W,  P.  T 

W.&L.  E.. 

Wabash 

.M.  (SO..;.. 


Toledo,  Ohio 

East  St.  Louis,  III  , 


Mifllin  .Tunction,  Pa... 

} 

Toledo,  Ohio 

East  St.  Louis,  III  .... 
Mifflin  .Tunction,  Pa... 

Toleiio,  Ohio 

East  St.  Louis,  111 ... 

Oorhith,  MIs' 

Mifflin  Junction  Pa. . . 

} 

Tolodo,  Ohio 

Kast  St.  Louis,  111  .... 

Meridian,  Miss 

Mifflin  Junction.  Pa... 

} 

Toledo,  Ohio 

Kast  St  Louis.  Ill .... 
West  Point,  Miss 

Mifllin  Junction,  Pa... 

Toledo,  Ohio 

East  St.  Louis,  111  .... 


15.0 
15.0 
24.8 
46.2 


15.0 
16.6 
26.0 
43.4 


16.0 

17.5 

29.1 
38.4 
17.8 

20.7 

34.3 

27.2 

16.0 

17.1 

28.5 

39.4 

15.0 

17.1 

28.6 

39.4 

16.0 
16.1 
26.9 
42.0 


.  Note  l.— Caho  Bridge.    Deduct  In  all  cases  before  prorating  2  cents  per  100  pounds  and  add  to  propor- 
tion accruing  to  the  M.  &  0.  R.  R. 


leaued  by  — 


J.  M.  Denyven, 
O.  F.  A.,  Mobile  cC-  Ohio  R.  R.,  St.  Louis,  Mo. 

(Pile — .) 

F.  A.  Baebee, 
C.  T.  B.,  Wabash  R.  R.,  St.  Louis,  Mo. 

(File  .) 

S.    P.    WOODSIDE, 

A.  G.  F.  A.,  W.  P.  r.  Ry.-W.  d  L.  E.  R.'R.,  Pittsburgh,  Pa. 

(File  P.  P.  496.) 
F.    0.    Baibd, 
(?.  F.  A.,  B.  &  L.  E.  R.  R.  Co.,  Piti.'ihiirgh,  Pa. 

(File  P.  P.  210.) 
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{Supplement  No.  1  lo  Wabash  lines.     Division  notice  No.  458.     B.  &  L.   E.  R.   E.   Co., 
supplement  No.  1  to  percentage  No.  242.] 

Percentages  for  division  of  through  rates  letween  Bessemer  &  Lake  Erie  Rail- 
road Go.  and  Mobile  c6  Ohio  Railroad  Go.  (southern  Mississippi  Valley  pro- 
rating points),  via  Mifflin  Junction,  Pa.,  W.  P.  T.  Ry.,  W.  &  L.  IS.  R.  R., 
Toledo,  Ohio,  Wahash  R.  R.,  and  East  St.  Louis,  III.,  and  connections. 


t  Effective  Aug.   15,   1908. 


Effective  Oct.   20,   1908,   make  following  additions  and   cor- 
rections.] 

ADDITION. 


Roads. 


Via- 


B.  &  L.  E.  R. 
R .  Btattons, 
group  A  (per 
cents). 


<3ulIport,  Miss  (see  Note  1) . 


B.&L.  E... 

W.P.T.and 

W.&L.E. 

Wabash 

M.&O 

N.O.&N.E. 
G.  AS.  I.... 


Mifflin  Junction.. 
Toledo 


East  St.  Louis. 

Meridian 

Ilattiesburg 


15.0 
15.0 


45.2 


Add  note  to  Jackson,  Miss>.,  group  as  follows :  For  beyond,  to  apply  to  or  from 
points  on  the  I.  C.  K.  E.,  Y.  &  M.  V.  R.  R.,  A.  &  Y.  Ry.,  or  G.  &  S.  I.  R.  R. 

Add  lo  New  Orleans,  La.,  group :  Baton  Rouge,  La.,  and  Bayou  Sara,  La.,  de- 
livering line  L.  R.  &  N.  Co. 

Correction :  Percentages  to  and  from  Port  Clialmette,  La.,  will  apply  on  north 
and  south  bound  traffic. 
Issued  by — 

J.  M.  Dentven, 
a.  F.  A.,  M.  £  0.  R.  R.,  St.  Louis.  Mo. 

(File  161672-D.) 
F,  A.  Barbee, 
0.  T.  B.,  Wabash  R.  R..  St.  Louis,  Mo. 

S.    P.    WOODSIDE, 

a.  F.  A.,  W.  P.  T.  Ry.,  Pittxhiirgh.  Pa. 

(File  P.  P.  496). 
F.  C.  Baird, 
a.  F.  A.,  B.  &  L.  E.  R.  R.,  Pittxhargh,  Pa. 

(File  P.  F.  216). 
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[St.  L.  8.  W.  By.    Percentage  No.  1790.    B.  &  L.  E.  R.  R.  Co.    Percentage  No.  4SS.    W.  &  L.  E.  R.  R. 
Percentage  No.  B-(j01.    T.,  St.  L.  &  W.  R  R.    Percentage  No.  1099.] 

Pcrccninges  for  division  of  through  rates  between  ZJe.s- seiner  <6  iafce  jSrie  liaiJ- 
road  C<).  and  St.  Louis  Southiceatern  Railicay  (southern  jii.saissippi  VaUcy 
prorating  points),  cia  Mifflin  Junction.  Pa.,  W.  S.  li.  li.-W.  P.  T.  Rij.,  Pitts- 
burgh Junction.  Ohio,  W.  &  L.  E.  R.  R.,  Toledo,  Ohio,  T.,  St.  L.  d  IF.  R.  R., 
and  East  St.  Louis,  III. 

I  Effective  Oct.  25, 1911.? 


Soutbem  Mississippi  Valley  prorating  points.    (See  note  1.) 


New  Orleans,  La.. 


Memphis,  Tenn . 


Roads. 


B.&L.E 

W.  S.  B 

W.  P.  T 

\V.  &  L.  E 

T.,  St.  L.  A  W 

St.  U.S.  W.,andcon- 
connectious. 

B.  &  L.  E 

W.  S.  B 

W.  P.  T 

W.  &h.  E 

T.,Sl.  L.  &  W 

at.  U,  S.  \V.,  and  con- 
nections. 


B.  &  L.  E.  R. 
R.  stations— 
Erie,  I'a.,  to 

>Iorth 
Bessemer,  Pa. 

Uroup  A. 
(Per  cents.)' 


15.0 
15.0 


24.8 
45.2 


I7.S 
20.7 


34.3 
27.2 


■  These  percentages  not  to  apply  on  coal,  coke,  iron  ore,  and  limestone. 
Note  1, — Dednct  before  prorating  2cents  per  hundred  weight,  or  40  cents  per  net  ton,  to  cover  Mississippi 


River  bridge  tolls  and  add  to  St.  h.,  S.  W, 


Tl 


proportion. 


Issued  by- 


E.    B.    COOLIDGE, 

G.  F.  A.,  W.  <f  L.  E.  R.  R.,  Cleveland,  Ohio. 

(File  per  cp-1073.) 
.1.  W.  Graham, 
A.  a.  F.  A.,  T.  St.  L.  &  ly.  R.  R.,  Chicago,  111. 

(File  (3-503-2711.) 
J.  D.  Watson, 
A.  O.  F.  A.,  St.  L.  S.  W.  Ry.,  St.  Louis,  Mo. 

(File  c-1 351 3-32.) 
G.  G.  Early, 
0.  T.  B.,  W.  P.  T.  Ry.-W.  S.  B.  R.  R.,  Pittsburgh,  Pa. 

S.    P.   WoonsiDE, 
G.  F.  A.,  W.  P.  T.  Ry.-W.  S.  B.  R.  R.,  Pittsburgh,  Pa. 

(File  p.  f.-6S6.) 

P.  C.  Baird, 
Q.  F.  A.,  B  &  L.  E.  R.  R.  Co.,  Pittsburgh,  Pa. 

(File  p.  f.-531) 
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UNITED  STATES  STEEL  CORPORATION. 


Committee  on  Investigation  of  the 

United  States  Steel  Corporation, 

House  ot  Representatives, 

Friday,  Decemier  15,  1911. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

STATEMENT  OE  HON.  GEORGE  T.  OLIVEE. 

(The  witness  was  duly  sworn  hj  the  chairman.) 

The  Chairman.  Senator  Oliver  has  kindly  consented  to  appear 
before  the  committee  this  morning  to  make  a  statement  as  to  the  cost 
of  transporting  ore  from  Conneaut  Harbor  to  Pittsburgh  with  ref- 
erence to  the  transportation  of  other  commodities  over  that  line. 

Senator,  before  you  commence  your  statement,  I  notice  a  letter  in 
the  Pittsburgh  Gazette  Times,  Monday,  November  13,  1911,  in  which 
you  discuss  the  future  of  the  situation  of  Pittsburgh,  and  also  the 
question  of  the  cost  of  transporting  ores  over  the  Bessemer  &  Lake 
Erie  Railroad.    Did  you  write  that  letter  ? 

Senator  Olfver.  I  wrote  a  letter  at  that  time  to  the  president  of 
the  chamber  of  commerce  of  Pittsburgh. 

The  Chairman.  Would  you  consent  to  having  this  committee 
incorporate  in  the  record  so  much  of  it  as  touches  this  question  of 
ore  transportation? 

Senator  Oliver.  The  whole  letter  touches  that  question.  If  it  is 
to  be  inserted  in  the  record,  I  should  prefer  that  all  of  it  be  included. 

The  Chairman.  That  letter  will  be  inserted  at  this  point. 

(The  letter  referred  to  is  as  follows :) 

November  11,  1011. 
F.  R.  Babcock,  Esq., 

President  Chamher  of  GommerGc. 

My  Dear  Mr  Babcock  :  As.  a  member  of  the  cliamber  of  commerce  and  one 
possessed  with  an  ardent  desire  for  the  welfare  of  the  city,  I  take  the  liberty 
of  making  some  suggestions  about  present  business  conditions  in  Pittsburgh 
and  to  give  utterance  to  some  thoughts  that  have  occurred  to  me  as  to  the  best 
means  of  contributing  to  their  betterment.  The  idea  has  become  prevalent  of 
late  years,  and  is  sometimes  not  sufficiently  combated  by  our  own  people,  that 
Pittsburgh  has  reached  her  growth,  and  that  the  best  we  can  expect  for  the 
future  is  that  she  shall  maintain  her  present  place  among  the  industrial  pro- 
ducers of  the  world.  I  do  not  subscribe  to  any  such  opinion.  The  annual 
tonnage  of  this  district  is  over  167,000,000  tons— greater  than  the  aggregate  of 
any  other  two  cities  in  the  world.  The  rail  tonnage  In  1910,  which  was  by  no 
means  a  good  year,  was  (iver  156.000,000  tons,  and  exceeded  that  of  any  pre- 
vious year  by  nearly  10,000,000  tons.  This  certainly  proves  that  up  to  the 
present  time  Pittsburgh  is  by  no  means  on  the  down  grade.  We  want,  however, 
not  only  to  prevent  her  decline,  but  to  kjep  our  business  continually  on  the 
Increase. 
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STILL    HOLDS    WHIP    HAND. 

Pittsburgh  lias  reached  her  present  place  of  unchallenged  supremacy  in  the 
industrial  world  because  of  her  natural  advantages,  aided  by  the  energy  and 
entei^prise  of  her  men  of  affairs.  I  believe  that  these  natui-al  :idvanta.ges  still 
exist,  that  many  of  her  resources  are  still  undeveloped,  and  that  if  her  men 
of  affairs  do  their  duty  as  their  fathers  did  there  can  be  no  question  about 
the  future.  The  members  of  the  chamber  of  commerce,  over  which  you  pre- 
side, are  par  excellence  the  men  of  affairs  of  Pittsburgh  and  your  body  is  the 
custodian  of  its  business  iijterests  and  the  natural  conservator  of  its  resources. 
On  your  organization,  therefore,  the  responsibility  rests  to  care  for  those  inter- 
ests and  develop  those  resources. 

For  more  than  a  generation  past  rapid  calculators  have  been  able  to  demon- 
strate— with  a  lead  pencil — that  the  proper  meeting  place  of  all  the  elements 
entering  into  the  manufacture  of  steel  was  on  the  shores  of  the  Great  Laljes. 
Some  of  these  men  In  years  past  showed  their  faith  by  building  great  plants 
at  Chicago,  Cleveland,  and  Lorain.  Yet  all  this  time  Pittsburgh  was  forging 
steadily  ahead,  and  when  the  lean  years  came  the  Pittsburgh  plants  were  the 
last  to  close  and  the  first  to  start  up  again;  all  this,  too,  in  spite  of  freight 
rates  that  were,  to  say  the  least,  discriminatory,  if  not  extortionate.  Up  to 
the  present  time  the  cheapest  steel  made  in  America  has  been  made  in  Pittsburgh. 
To  maintain  our  supremacy,  we  must  see  that  this  condition  continues.  How 
can  this  best  be  done? 

THE   LIFE   OF   THE   BAILSOADS. 

In  the  first  place,  let  us  inquire  who  pro:fits  most  by  Pittsburgli's  prosperity 
and  who  would  lose  most  by  her  adversity.  Having  found  this,  let  us  induce 
them  to  become  our  allies  and  work  together  with  us  for  the  city's  best  wel- 
fare. The  chief  of  these  is  not  hard  to  find.  There  is  one  organization  that 
has  always  been  the  greatest  sharer  in  our  prosperity  and  would  suffer  beyond 
all  others  in  our  adversity.  Wipe  Pittsburgh  off  the  map,  and  who  can  measure 
the  loss  to  the  Pennsylvania  Railroad  Co.  and  its  connecting  lines?  The  PlttS' 
burgh  district  is  the  center  of  the  great  railroad  system — the  center  from  which 
its  myriad  lines  radiate  in  every  direction,  as  the  arteries  and  veins  radiate 
from  the  heart  in  the  human  anatomy.  Weaken  the  heart,  and  the  whole  body 
languishes.  While  all  the  railroads  entering  Pittsburgh  would  be  more  or  less 
affected  by  her  decadence,  to  none  of  them  would  it  mean  anything  like  what 
it  would  mean  to  the  Pennsylvania.  To  all  the  others  the  traffic  of  Pittsburgh 
is  but  an  incident.  It  is  the  very  llfeblood  of  the  Pennsylvania  system.  Of 
the  stujiendous  tonnage  of  Pittsburgh,  to  which  I  have  already  referred,  the 
Pennsylvania  Railroad  cirries  more  than  two-thirds.  Remove  the  seat  of  steel 
supremacy  to  the  I>akes,  and  it  would  get  but  a  mouthful  compared  with  the 
lion's  share  which  it  now  enjoys.  If,  then,  we  look  for  an  ally  in  our  efforts 
to  maintain  Pittsburgh's  supremacy  in  the  industrial  world,  to  whom  can  we 
appeal  with  greater  force  and  with  greater  confidence  than  to  the  men  who 
shape  the  policy  of  that  great  corporation  which  would  be  the  heaviest  loser 
by  her  downfall? 

WHEHE    HELP   IS    NEEDBB. 

It  may  be  asked.  In  what  way  can  the  Pennsylvania  Railroad  be  so  potential 
in  shaping  our  future?  I  answer,  in  many  ways :  but  will  now  take  time  to 
outline  only  one  of  them.  It  is  self-evident  that  the  bulk  of  the  steel  used  In 
this  country  will  be  made  wherever  it  can  be  made  at  the  lowest  cost.  If, 
therefore,  wo  place  this  district  of  ours  in  such  a  position  that  its  cost  will  be 
lower  than  that  of  other  districts,  our  future  is  secure.  I  think  I  can  show 
you  how  this  can  be  done  and  how  the  Pennsylvania  Railroad  can  help  us  and 
help  itsei'f  at  the  same  time. 

There  are  fnnr  creat  e!oni'>iits  enterins  into  the  cost  of  steel  manufacture- 
fuel,  labor,  ritw  niiiterial.  and  transportation.  In  the  first  of  these  Pittsburgh 
has  an  uuquestioned  .'idvantage  over  all  competitors.  The  very  beet  and  cheap- 
est steam  and  gas  coal  in  the  world' is  at  our  door,  and  the  unequaled  Connellp- 
vllle  cokini;  coal  is  but  a  step  away,  and  must  be  hauled  past  our  fm'Uiues  in 
order  to  rench  those  of  our  competitors.  In  labor  cost  we  are  at  least  not 
behind  other  districts,  and  we  are  at  no  disadvantage  in  obtaining  llmestoine  and 
other  raw  material,  with  one  very  important  exception.     Our  chief  raw  material 
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IS  iron  ore.     For  every  ton  of  steel  w«  make  we  use  2  tons  of  ore.     The  fui-naces 
on  the  Lakes  l!a\-e  their  ore  delivered  to  them  without  any  charge  for  rail  haul. 

WE   CAN    BEAT   THE   WOKLD. 

We  are  compelled  to  transport  our  ore  from  the  lower  lake  ports  to  our  fur- 
naces, for  which  we  pay  the  railroad  a  net  rate  of  96  cents  a  ton  on  direct 
shipments  and  $1.04  per  ton  on  shipments  from  the  docks.  Now,  96  cents  per 
ton  of  ore  of  average  composition  means  at  least  $2  per  ton  of  pig  iron,  and, 
allowing  for  waste  in  converters  and  mills,  not  less  than  $2.50  and  possibly  $3 
per  ton  of  finished  steel.  Eliminate  this  handicap  and  we  can  beat  the  world 
m  steel  manufacture.  Its  total  elimination  Is,  of  course,  impossible,  for  we 
can  not  expect  railroads  to  haul  ore  140  miles  for  nothing;  but  I  think  I  can 
show  you  how  it  c:in  be  greatly  lessened,  with  little  ultimate  loss  to  the  rail- 
roads, and  to  the  enormous  and  lasting  advantage  of  the  Pittsburgh  district. 

I  have  already  said  that  the  railroads  charge  96  cents  a  ton  for  hauling  ore 
from  Lake  Erie  ports  to  the  f>ittsburgh  furnaces.  This  is  the  net  retui-n  for 
transportation,  exclusive  of  all  dockage  and  terminal  chargas.  This  rate  could 
be  cut  iu  two  and  still  Jeave  a  fair  margin  of  profit.  For  some  months  past  I 
have  been  Investigating  this  matter  and  have  in  my  possession  figures  showing 
the  actual  cost  of  this  service  to  every  railroad  entering  Pittsburgh.  The 
highest  operating  cost  is  36  cents  a  ton  and  the  lowest  26  cents;  but  the  roads 
which  show  the  high  cost  carry  comparatively  little  lower,  and  the  average  on 
all  roads  Is  slightly  above  284  cents  a  ton.  Xow,  it  is  an  accepted  theory  among 
railroad  men,  based  on  long  experience,  that  any  road  whose  operating  cost 
falls  below  TO  per  cent  of  its  gross  receipts  is  doing  remarkably  well. 

WHAT  THE  EAKNINGS  ARE. 

The  Pennsylvania  Railroad  for  1909,  the  last  year  for  which  I  have  the 
figures,  shows  73  per  cent,  the  Lake  Shore  66  per  cent,  and  the  New  York  Central 
69J  ijer  cent.  Yet  on  this  commodity,  running  into  millions  of  tons,  the  operat- 
ing cost  of  transportation  is  only  a  shade  over  29  per  cent  of  the  revenue  it 
brings  in.  If  the  rate  were  rediiced  to  50  cents  the  cost  would  still  be  only  57  per 
cent  of  the  gross  revenue,  and  on  the  basis  of  ordinary  railroad  calculations 
the  traffic  would  j-ield  a  fair  profit.  Bnt  suppose  we  figure  on  a  i-ate  of  60 
cents  per  ton — more  than  double  the  cost.  This  would  mean  a  saving  of  at 
least  $1  a  ton  on  all  steel  made  in  the  Pittsburgh  district — and  such  a  saying, 
combined  with  our  other  advantages,  would  make  Cleveland,  and  Lorain,  and 
Gary,  and  South  Chicago  sit  up  and  take  notice.  And  it  must  be  remembered 
that  such  a  radical  reduction  as  I  suppose  would  not,  to  any  great  extent,  be 
open  to  the  ob.iection  so  often  urged  by  the  railroads  against  proposed  changes 
of  freight  rate,  to  wit,  that  a  change  in  one  rate  means  a  change  in  all,  and 
that  tliis  reduction  would  lead  to  radical  reductions  elsewhere.  The' ore  rate 
is  strictly  a  commodity  rate.  It  not  only  affects  this  commodity  alone,  but  it 
is  carried  over  comparatively  through  routes  of  transportation.  The  only 
changes  that  would  be  necessary  outislde  of  the  Pittsburgh  district  would  be 
in  the  rates  on  the  one  commodity  to  other  points  receiving  ore  from  Lake  Erie, 
chiefly  the  Mahoning  and  Shenango  Valleys,  Wheeling,  and  Johnstown.  Nor 
would  this  In  the  end  mean  a  loss  to  the  railroads.  The  increased  tonnage 
which  would  inevitably  follow  the  reduced  cost  of  steel  would  still  further 
lower  the  cost  of  transportation,  and  the  outward  haul  of  finished  product 
remunerative  rates  would  overcome  the  deficiency  caused  by  the  reduced  ore 
rate. 

JAMES   M'CEEA'S  VIEWS. 

Mr.  James  McCrea,  president  of  the  Pennsylvania  Railroad  Co.,  in  a  public 
interview  which  came  out  within  a  few  days,  used  the  following  words: 
"  Why  not  strive  to  show  that  Pittsburgh  can  overcome  Its  absence  from  the 
lake  and  has  exclusive  factors  at  home  which  can  overwhelm  a  lake  location?  " 

Now,  What  I  have  said  above  shows  that  Mr.  McCrea  and  the  companies 
over  which  Iw  presides  have  it  in  their  power  to  do  more  than  any  other  one 
interest  in  the  line  of  "  overwhelming  a  lake  location "  in  behalf  of  Pitts- 
burgh, and  what  I  propose  Is  this :  The  chamber  of  commerce  has  a  traffic 
manager  and  a  committee  on  transportation  an^  railroads.  Let  this  com- 
mittee fortify  itself  with  the  facts,  and  If  the  statements  I  have  above  made 
are  verified,  bring  this  matter  to  the  attention  of  the  Pennsylvania  officials 


2160  UNITED   STATES   STEEL   COEPORATION. 

Without  delay.  I  have  mentioned  the  Pennsylvania,  largely  to  the  exclusion 
of  the  other  railroads  entering  Pittsburgh,  because  by  reason  of  its  extent 
and  facilities  it  dominates  the  situation,  and  being  more  largely  dependent  on 
the  district  for  its  traflic  than  they,  its  officers  would  naturally  be  more 
disposed  to  favor  us.  The  Pennsylvania  Railroad's  Interests  are  inseparably 
bound  up  with  ours.  Our  future  is  Its  future,  be  it  bright  or  dark.  B''rom 
an  intelligent  self  interest  the  railroad  authorities  must  listen  to  your  argu- 
ments. If  you  fail  at  first,  go  at  them  again  and  again.  If  they  finally 
remain  obdurate,  you  have  the  Interstate  Commerce  Commission  in  reserve; 
but  ir  seems  to  me  greatly  preferable  to  exhaust  persuasion  before  resorting 
to  force.  But  whether  by  persuasion  or  force,  let  your  objective  point  be  50 
cents  a  ton  for  ore.  Keep  at  it  until  you  get  it,  and  be  satisfied  with  nothing 
else. 

With  great  respect.  I  am,  sincerely,  yours,  Geobge  T.  Oliver. 

The  Chairman.  I  have  a  map  there  of  the  Buffalo  &  Lake  Erie 
Railroad  traced  out  in  red.  The  blue  line  represents  the  Wabash 
Terminal.  I  will  let  you,  in  your  own  way,  Senator,  just  state  any- 
thing you  believe  to  be  pertinent  with  reference  to  the  transportation 
of  ore  from  the  lake  to  the  Pittsburgh  district  over  that  road. 

Senator  Oliver.  For  many  years  I  was  interested  in  the  manufac- 
ture of  steel,  beginning  with  the  manufacture  of  pig  iron  in  the 
Pittsburgh  district.  While  I  have  disposed  of  those  interests  long 
since,  I  naturally  have  tried  to  keep  in  touch  with  the  conditions 
affecting  the  steel  industry  in  the  city. 

Of  late  years  my  attention  has  been  attracted  to  reports  that 
Pittsburgh  is  a  "  has  been  "  in  the  steel  business.  While  I  do  not 
agree  in  that  opinion,  I  began  investigating  into  the  causes  which 
might  explain,  if  Pittsburgh  was  not  maintaining  her  old  supremacy 
in  the  manufacture  of  pig  iron  and  steel,  why  it  was  so,  and  I  came 
to  the  conclusion  that  the  principal  drawback  lay  in  the  cost  to  the 
manufacturer,  and,  of  course,  eventually  to  the  consumer,  of  trans- 
porting ore  from  the  lower  lake  ports  to  the  Pittsburgh  furnaces. 

My  attention  was  not  directed  or  attracted  at  all  to  the  Bessemer 
road  any  more  than  to  all  of  the  others.  There  are  five  railroads ;  I 
mean,  five  systems  of  railroads,  more  than  five  different  lines,  which 
engage  in  this  business. 

The  largest  tonnage  of  any  road  is  carried  by  the  Buffalo  &  Lake 
Erie,  running  from  Conneaut  Harbor  to  Bessemer,  at  the  Edgar 
Thompson  Works. 

The  next  largest  carrier  is  the  Pittsburgh  &  Lake  Erie  road,  con- 
necting with  the  Lake  Shore  at  Youngstown,  which  carries  ore  from 
Ashtabula  and  from  Lorain  through  Youngstown  to  the  Pittsburgh 
district. 

Next  comes,  in  quantity,  the  Pennsylvania  Co.,  the  Pennsylvania 
lines  west  of  Pittsburgh,'  which  bring  it  from  Ashtabula  and  from 
Erie.    They  have  two  lines. 

The  Chairman.  Has  the  Pennsylvania  docks  at  Ashtabula  ? 

Senator  Oliver.  And  also  the  Pennsylvania  Eailroad  brings  it 
from  Cleveland  as  well. 

I  think  the  Pennsylvania  Railroad  has  docks  at  Cleveland,  Ash- 
tabula, and  also  at  Erie.  That  is  my  impression.  I  am  not  familiar 
with  the  dock  situation. 

Then  there  is  the  Baltimore  &  Ohio  Railroad,  carrying  it  from 
Fairport,  and  the  Wabash  system,  I  think,  from  Toledo. 

Last  year  the  Bessemer  road  carried  about  6,000,000  tons,  or 
something  over  that.     The  Pittsburgh  &  Lake  Erie  delivered  into 
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the  Pittsburgh  district,  I  think,  about  three  and  a  half  million  tons ; 
but  I  am  not  certain.  It  is,  however,  approximately  that.  The 
I'ennsylvania  Imes  had  a  little  less  than  that;  not  much.  The  Balti- 
more &  Ohio  and  Wabash  have  something  in  the  neighborhood  of 
half  a  million  tons. 

I  figured  that  that  is  the  only  handicap  under  which  Pittsburgh 
rested  as  against  manufacturers  on  the  Lakes;  in  other  words,  if 
Pittsburgh  could  have  its  ore  delivered  to  its  furnaces  without  any 
charge  for  rail  haulage  from  the  Lakes,  it  has  an  advantage  over  the 
Lake  manufacturers  in  every  way;  at  least,  it  stands  on  an  equality 
m  all  other  respects,  and  has  an  advantage  in  most,  particularly  in 
the  matter  of  fuel.  Of  course,  it  is  right  in  the  midst  of  the  fuel 
district,  and  the  fuel  for  the  lake  furnaces  most  of  it  has  to  be 
hauled  right  past  the  door  of  the  Pittsburgh  furnaces. 

The  Chairman.  As  I  understand,  the  Gary  plant  is  dependent  for 
its  enormous  tonnage  upon  the  alleged  effect  of  an  inequitable  ad- 
vantage which  it  obtained  by  reason  of  these  rates  from  the  lake 
to  Pittsburgh? 

Senator  Oliver.  I  am  coming  to  that. 

Consequently  every  step  following  what  I  said  before  your  paren- 
thetic remarks,  Mr.  Chairman 

The  Chairman.  I  beg  your  pardon. 

Senator  Oliver.  Every  step  that  could  be  made  toward  the  lessen- 
ing of  this  rate  would  be  so  much  for  Pittsburgh ;  and  that  is  what  I 
was  working  for.  I  have  lived  there  all  my  life,  and  I  have  been 
connected  with  her  industries  and  her  development,  and,  from  a 
feeling  of  local  patriotism  as  well  as  from  the  fact  that  everything 
I  have  is  dependent  upon  her  prosperity  for  its  value,  I  was  anxious 
to  see  the  Pittsburgh  district  maintain  its  place  among  the  indus- 
tries of  the  world. 

The  Chairman.  I  do  not  wish  to  interrupt  you.  Senator,  but  the 
viewpoint  of  the  chairman,  and  I  presume  that  of  the  committee, 
is  that  Pittsburgh  should  have  the  benefit  of  every  natural  advan- 
tage which  would  accrue  to  her  in  a  condition  of  legitimate  and 
unrestrained  competition  with  other  producers  of  like  commodities, 
and  no  other  advantage. 

Senator  Oliver.  And  no  other  advantages.  That  is  precisely  my 
position,  Mr.  Chairman;  and  should  be  subjected  to  no  other  handi- 
caps than  those  that  are  necessarily  attendant  upon  her  position. 

Her  position  at  a  distance  from  the  Lakes  is  necessarily  a  handi- 
cap, because  she  must  expect  to  pay  a  reasonable  rate  for  hauling 
the  ore  from  the  Lakes  to  her  furnaces. 

I  started  an  investigation  as  to  the  rates  for  this  business  and  the 
cost.  I  discovered  that  the  rate  charged  to  our  furnaces  in  Pitts- 
burgh was  96  cents  a  ton. 

Mr.  Gardner.  Who  do  you  mean  by  "  our  "  furnaces  ? 

Senator  Oliver.  In  the  Pittsburgh  district.  I  am  not  interested 
in  any  furnaces  personally.  , 

Mr.  Gardner.  I  knew  that;  but  I  wanted  to  bring  it  out  for  the 
benefit  of  the  record. 

Senator  Oliver.  I  am  merely  speaking  as  a  citizen  of  a  gi-eat 
district. 

Mr.  Gardner.  Yes.  I  wanted  to  bring  it  out  for  the  record. 
That  is  all. 


2162  UNITED   STATES   STEEL   COBPORATION. 

Senator  Oliver.  Yes. 

The  cost,  according  to  my  investigation  of  this  service,  is,  on  the 
Bessemer  road,  according  to  the  best  figures  I  could  obtain,  and  I 
think  I  can  certify  to  them  as  authentic,  26  cents  a  ton.  On  the 
Pittsburgh  &  Lake  Erie — that  is,  the  New  York  Central  lines,  the 
Lake  Shore  Railroad,  and  the  Pittsburgh  &  Lake  Erie — the  cost  is 
approximately  28,  or  about  28  cents  a  ton. 

The  Chairman.  I  did  not  catch  that  exactly.  Which  is  26  and 
which  is  28  cents? 

Senator  Oliver.  The  Bessemer  &  Lake  Erie — that  is,  the  road 
which  belongs  to  the  Steel  Corporation — moves  this  freight,  this  ore, 
at  an  operating .  cost  of  approximately  26  cents  a  ton.  The  New 
York  Central  lines,  carrying  the  next  heaviest  tonnage,  move  it  at 
approximately  28  cents  a  ton.  The  cost  on  the  Pennsylvania  lines  is 
between  31  and  32  cents  a  ton.  On  the  Wabash  it  is  about  35  cents 
a  ton.     On  the  Baltimore  &  Ohio  it  runs  38  cents  a  ton. 

Of  course,  I  would  not  say  that  those  figures  are  exact,  but  I  have 
had  them  checked  up  in  various  ways,  and  the  result  confirms  me  in 
my  statement. 

The  Chairman.  Would  you  mind  telling  us  what  investigation  you 
have  made  along  that  line,  and  upon  what  you  based  those  figures? 

Senator  Oliver.  I  should  prefer  not  to  disclose  my  sources  of  in- 
formation, Mr.  Chairman,  except  so  far  as  to  say  that  the  person 
who  checked  up  the  information  he  had  received  from  other  sources — 
that  is,  my  investigator  who  did  this  at  my  instance — verified  it  so 
far  as  it  could  be  done  by  the  records  in  the  oiRce  of  the  Interstate 
Commerce  Commission,  so  that  I  think  I  am  safe  in  saying  that  those 
figures  are  approximately  correct. 

The  Chaiuman.  You  have  had  practical  experience  in  the  trans- 
portation of  ores  ? 

Senator  Oliver.  Not  in  the  transportation;  no.  I  never  was  en- 
gaged in  transportation.  I  have  had  experience  as  a  manufacturer 
of  pig  iron;  and  my  experience,  my  education,  and  I  may  say  my 
inclination,  is  always  on  the  side  of  the  shipper,  and  not  of  the  carrier. 

The  average  cost,  according  to  the  figures  that  I  obtained  for  last 
year,  was  about  28|  cents  a  ton,  taking  the  quantity  that  each  road 
carried  and  the  cost  at  which  they  carried  it. 

I  have  since  been  following  up  my  investigation,  and  I  find  that 
the  rate  charged  to  the  furnaces  in  the  Pittsburgh  district  is  more 
than  double  the  rate  per  mile  charged  to  any  other  district  taking 
freight  from  the  Lake  ports,  except  what  we  know  as  the  valley 
furnaces  in  the  Shenango  and  Mahoning  Valleys. 

From  Ashtabula  to  Pittsburgh  is  128  miles,  and  the  rate  is  96  cents 
a  ton,  or  three-fourths  of  a  cent  per  ton  per  mile.  The  rate  to  Wheel- 
ing from  Cleveland,  for  a  distance  of  160  miles,  is  60  cents  a  gross 
ton,  or  3.7  mills  per  ton  per  mile. 

Mr.  Reed.  That  is  on  iron  ore? 

Senator  Oliver.  On  ore ;  yes.  I  am  only  speaking  of  the  ore  rate 
now;   nothing  else. 

Tb(^  rate  from  Cleveland  to  Roanoke,  Va.,  does  not  cut  mucli 
figure  because  there  is  not  much  carried,  but  there  is  a  little  carried ; 
the  distance  is  618  miles,  and  the  rate  is  $1.70  a  ton,  or  0.027  cent 
per  ton  per  mile. 

Mr.  Gardxei;.  Yon  mean  by  that  2.7  mills? 
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Senator  Oliver.  Ttpo  and  seven-tenths  mills;  yes. 
J.  he  Chairman.  I  wonld  suggest  that  you  express  it  in  mills  per 
ton  per  mile.  b&  j  f  f 

Senator  Oliver.  Yes,  sir ;  2.7  mills  per  ton  per  mile. 

Mr.  YotJNG.  What  route  is  that  on? 

Senator  Olitek.  That  would  probably  go  over  the  Norfolk  & 

The  distance  from  Buffalo  to  Josephine,  Pa.,  is  228  miles,  and 
they  carry  it  at  a  rate  of  85  cents  a  ton,  or  3.7  mills  per  ton  per  mile. 

From  Wisconsin  to  the  Chicago  district  furnaces,  190  miles  all  rail, 
they  carry  it  for  70  cents  a  ton,  or  3.6  mills  per  ton  per  mile. 
_    From  Toledo,  Ohio,  to  Ironton,  Ohio,  is  270  miles,  and  thev  carry 
it  for  90  cents  a  ton,  or  3.6  mills  per  ton  per  mile. 

I  have  a  long  list  here  of  these  rates.  From  Buffalo  to  South 
Bethlehem,  Pa.,  they  carry  it  for  $1.45  per  ton,  or  4.1  mills  per  ton 
per  mile. 

From  Buffalo  to  Cornwall,  Pa.,  379  miles,  the  rate  is  $1.45  a  ton, 
or  3.8  mills  per  ton  per  mile. 

From  Buffalo  to  Cornwall,  Pa.,  by  long  haul,  is  only  3.4  mills  per 
ton  per  mile. 

The  Pittsburgh  district  is  the  only  one  of  these  hauls  in  which 
the  Steel  Corporation's  railroad  cuts  any  figure,  and  the  rate  to 
the  Pittsburgh  district  is  steadily  maintained  at  more  than  double 
the  proportionate  rate  in  any  other  district. 

My  contention  in  that  letter,  addressed  to  our  chamber  of  com- 
merce, was  that  they  should  bring  this  matter  to  the  attention  of  the 
railroads,  and  the  injustice  was  so  glaring  that  I  had  no  doubt  that 
the  railroads  would  give  them  a  remedy.  My  suggestion  was  that 
the  rate  should  be  reduced  to  not  above  50  cente  a  ton  for  the  service. 

Mr.  Gardner.  How  does  that  figure  out  in  mills  per  ton  per  mile  ? 

Senator  Oliver.  That  would  probably  figure  out  about 

Mr.  Young.  It  depends  on  Avhat  railroad  it  is? 

Senator  Oliver.  1  think  the  longest  haul  is  about  140  miles  and  the 
shortest  128  miles.  There  is  not  much  difference  in  the  distance  be- 
tween one  railroad  and  another.  I  think  the  Lake  Erie  road  has 
really  the  shortest  run.    That  is  correct,  is  it  not,  Mr.  Reed? 

Mr.  Reed.  I  think  so. 

Senator  Oliver.  And  perhaps  the  Baltimore  &  Ohio  is  the  longest. 
No :  the  Wabash  would  have  a  much  longer  haul  than  that. 

Mr.  McGiLLicuDDY.  What  would  50  cents  a  ton  figure  out  m  mills 
per  ton  per  mile  ? 

Mr.  Reed.  It  would  be  about  3.5  mills  per  ton  per  mile. 

Senator  Oliver.  I  can  figure  it. 

Mr.  Reed.  It  is  about  140  miles,  on  the  Bessemer? 

Mr.  Gardner.  Yes;  it  would  be  about  3.5  mili^  per  ton  permile,  at  a 
distance  of  140  miles. 

Senator  Ouver.  I  suppose  it  is  about  that. 

I  do  not  know  that  I  have  anything  further  to  say,  except  to  sub- 
rait  the  statement  of  these  ore  rates  and  distances,  as  well  as  per  ton 
per  mile  railroad  gross  earnings,  as  follows: 

Asbtal)ula.  Ohio,  to  Pittsbingii.  I'a..  128  miles,  90  cents  per  gross  ton.  or  $0.0075 
per  t<n\  per  mile  rniU-onfl  gross  earnings. 

Clcveiaiul.  Ohio,  to  M'lieeling.  W.  Ya.,  IfiO  miles,  00  cents  per  urots  ton,  or 
S0.f«>,37  per  ton  vn-  mile  railroad  jrniss  earnings. 
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Cleveland,  Ohio,  to  Roauoke,  Va.,  via  Cohunbus,  Ohio.  618  miles,  $1.70  per 
gross  ton,  or  $0.0027  per  ton  per  uiile  railroad  gross  earnings. 

Buffalo,  X.  Y.,  to  Josephine,  Pa..  228  miles,  So  cents  per  gross  ton,  or  $0.0037. 
per  ton  per  mile  railroad  gross  earnings. 

Baraboo,  Wis.,  to  Chicago  district  furnaces,  190  miles,  70  cents  per  gross  ton, 
or  $0.0036  per  ton  per  mile  railroad  gross  earning. 

Toledo,  Ohio,  to  Ironton,  Ohio,  250  miles,  90  cents  per  gross  ton,  or  $0.0036 
per  ton  per  mile  railroad  gross  earning. 

Buffalo,  N.  ¥.,  to  South  Bethlehem,  Pa.,  short-line  mileage  858  miles,  $1.45 
per  gross  ton,  or  $0.0041  per  tori  per  mile  railroad  gross  earning. 

Buffalo,  N.  y.,  to  South  Bethlehem,  Pa.,  long-haul  mileage  416  miles,  $1.4.5 
per  gross  ton,  or  $0.0034  per  ton  per  mile  railroad  gross  earning. 

Buffalo,  N.  Y.,  to  Cornwall,  Pa.,  short-line  mileage  379  miles,  $1.45  i)er 
gross  ton,  or  $0.0038  per  ton  per  mile  railroad  gross  earning. 

Buffalo,  N.  Y.,  to  Cornwall,  Pa.,  long-haul  mileage  410  miles,  $1.45  per  gross 
ton,  or  $0.0034  per  ton  per  mile  railroad  gross  earning. 

Buffalo,  N.  Y.,  to  Lebanon,  Pa.,  short-line  mileage  373  miles,  $1.45  per  gross 
ton,  or  $0.0036  per  ton  per  mile  railroad  gross  earning. 

Buffalo,  N.  Y.,  to  Lebanon,  Pa.,  long-haul  mileage  404  miles,  $1.45  per  gross 
ton,  or  $0.0035  per  ton  per  mile  railroad  gross  earning. 

Buffalo,  N.  Y.,  to  Reading,  Pa.,  short-line  mileage  375  miles,  $1.45  per  gross 
ton,  or  $0.0038  per  ton  per  mile  railroad  gross  earning. 

Buffalo,  N.  Y.,  to  Reading,  Pa.,  long-haul  mileage  386  miles,  $1.45  per  gross 
ton,  or  $0.0038  per  ton  per  mile  railroad  gross  earning. 

The  above  shows  very  distinctly  that  Pittsburgh  district  pro- 
ducers of  iron  and  steel  products  are  discriminated  against  by  the 
railroads  in  freight  rates  from  an  ore  standpoint  alone  to  the  extent 
of  over  100  per  cent,  the  rate  Pittsburgh  district  pays  on  ore  from, 
lower  lake  ports  being  $0.0075  per  ton  per  mile  gross  earning,  com- 
pared to  an  average  in  all  other  districts  where  ore  is  consumed, 
when  shipped  from  lower  Lake  Erie  ports,  of  about  $0.0036  per  ton 
per  mile  gross  earning.  The  Pittsburgh  district  furnishes  return 
tonnage  to  lower  lake  ports  to  the  extent  of  100  per  cent,  whereas 
other  ore-consuming  districts  do  not  furnish  return  tonnage  to  lake 
ports  to  exceed  more  than  25  per  cent. 

Attached  are  tariifs  issued  by  the  various  interested  lines  to  sub- 
stantiate the  above  rates,  being : 

Bessemer  &  Lake  Erie  Railroad,  I.  C.  C.  262. 

Pennsylvania  Co.,  I.  C.  C.  F176. 

Lake  Shore  &  Michigan  Southern  Railwav,  I.  C.  C.  A-2745. 

Erie  Railroad,  I.  C.  C.  A-il66. 

Baltimore  &  Ohio  Railroad,  I.  C.  C.  9798. 

Baltimore  &  Ohio  Railroad,  I.  C,  C.  9800. 

Baltimore  &  Ohio  Railroad,  I.  C.  C.  9801. 

Wheeling  &  Lake  Erie  Railroad,  I.  C.  C.  869. 

Erie  Railroad,  I.  C.  C.  8886. 

Baltimore  &  Ohio  Railroad,  I.  C.  C.  9797. 

Ann  Arbor  Railroad,  I.  C.  0.  A-191. 

Hocking  Valley  Railway,  I.  C.  C.  1453. 

Cleveland,  Cincinnati,  Chicago  &  St.  Louis  Railway,  I.  C.  C.  4813. 

Wabash  Railroad,  I.  C.  C.  1949. 

Pennsylvania  Co.,  I.  C.  C.  F168. 

The  Chairman.  I  would  like  to  have  you  state.  Senator,  anything 
you  care  to  state  with  reference  to  the  back  haul,  the  transportation 
of  coke  and  lake  cargo  coal  over  that  road  and  other  roads  in  ihc 
same  region  and  making  the  same  rate,  the  same  classification  dis- 
trict, upon  the  iron  industry  of  Pittsburgh  and  other  points. 

Senator  Oliver.  I  did  not  refer  to  that,  but  it  is  a  fact  that  there 
is  a  back  haul  on  all  of  the  railroads,  particularly  upon  the  Pitts- 
burgh &  Lake  Erie  and  the  Pennsylvania  lines,  but  not  so  much,  I 
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think,  on  the  Bessemer  road;  and  that  the  Pittsburgh  district  is 
about  the  only  one  of  these  districts  that  furnishes  a  back  haul.  In 
other  words,  the  cars  in  which  they  carry  the  ore,  which  are  not 
suited  for  anything  but  ore  or  coal,  must  be  hauled  back  very  largely 
from  the  Wheeling  district,  altogether  from  the  valley  districts,  and 
altogether  from  eastern  Pennsylvania  and  practically  all  others 
of  these  districts  empty,  while  to  a  very  large  extent  they  are  loaded 
with  coal  in  coming  back  from  the  Pittsburgh  district. 

I  do  not  believe  that  there  is  as  much  of  that  back  haul  on  the 
Bessemer  road  as  there  is  on  what  we  know  as  the  trunk  lines. 

Mr.  Beall.  On  the  New  York  Central  lines? 

Senator  Oliver.  The  New  York  Central  and  the  Pennsylvania; 
because  the  Bessemer  road  does  not  run  through  much  of  a  coal 
country.  There  is  coal  along  the  line  of  its  road,  but  it  is  to  a 
large  extent  undeveloped,  and  not  as  good  coal  as  the  coal  in  what 
is  known  as  the  Pittsburgh  district  proper,  in  Allegheny  County. 

The  Chairman.  I  notice  from  a  statement  in  the  minutes  of  the  . 
United  States  Steel  Corporation,  which  I  have  incorporated  in  the 
record,  that  Mr.  Schwab,  in  discussing  this  matter  at  the  time 
he  was  chairman  of  the  executive  committee,  states  it  is  to  the  in- 
terests of  the  United  States  Steel  Corporation  to  maintain  at  the 
highest  possible  level  these  rates  and  others.  .  Do  you  know  or 
can  you  explain  to  this  committee  whether  that  is  true  or  not ;  and  if 
so,  why  ? 

Senator  Oliver.  I  do  not  see  why  it  should  be  to  their  interest  to 
maintain  high  rates  there.  They  get  a  part  of  their  ore  over  the 
other  lines,  and  have  to  pay  for  it.  Of  course,  the  other  furnaces 
in  the  Pittsburgh  district  get  all  of  their  ore  over  the  other  lines.  I 
do  not'  think  the  Bessemer  road  hauls  anything  from  or  connects 
with  any  of  the  independent  furnaces.  That  is  my  impression.  I 
am  not  sure. 

The  Chairman.  It  is  a  plant  facility  practically,  as  far  as  ore  is 
concerned  ? 

Senator  Oliver.  It  was  built  for  that  purpose.  It  was  built  by 
Mr.  Carnegie  for  the  purpose  of  carrying  the  ore  to  his  own  furnaces. 

The  Chairman.  Do  you  know  when  Mr.  Carnegie  built  this  road, 
and  can  you  explain  what  he  had  to  do  with  the  construction  of  it? 

Senator  Oliver.  From  general  knowledge,  it  was  in  the  later 
nineties  that  he  acquired  control  of  what  is  known  as  the  Shenango 
&  Lake  Erie  Kailroad  and  developed  it  into  the  ore-carrying  road 
Imown  as  the  Pittsburgh  &  Lake  Erie. 

The  Chairman.  Do  you  know  what  the  stock  of  that  road  was 
selling  for  at  the  time? 

Senator  Oliver.  No  ;  I  do  not  know  anythmg  about  the  stock  or 
the  financing  of  the  road.  It  is  something  I  am  not  familiar  with; 
and  anything  that  I  do  know  is  acquired  only  from  reading  the 

newspapers.  ,     ■    -,        •      •    ^i 

The  Chairman.  Do  you  know  whether  the  industries  in  the  valley 
district  suffer  to  a  greater  or  less  extent  than  the  city  of  Pittsburgh 
from  this  rate  which  you  claim  is  excessive? 
Senator  Oliver.  They  certainly  suffer  to  a  less  extent. 
The  Chairman.  Is  the  price  per  ton  per  mile  that  they  pay 
greater  or  less  than  the  price  per  ton  per  mile  that  you  pay  in  Pitts- 
burgh ? 
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Senator  Olivee.  I  think  it  is  about  the  same.     The  valley  rate, 
as  T  understand,  is  40  cents ;  no,  it  is  60  cents,  I  believe. 
Mr.  Reed.  It  is  56  cents. 

Senator  Oliver.  Fiftj'-six  cents.  It  would  be  about  proportion- 
ate, I  think. 

The  Chaieman.  It  is  not  half  the  distance,  is  it  ? 

Senator  Oliver.  About  half  the  distance. 

The  Chairman.  One  hundered  and  forty  miles  is  the  whole  dis- 
tance '; 

Senator  Oliver.  The  valley  is  a  district  spreading  over  a  pretty 
good  area,  running  from  Niles,  in  the  northern  end,  to  Newcastle  or 
Wampum  at  the  south.  I  do  not  know  whether  Midland  gets  the 
valley  rate  or  not. 

The  Chairman.  In  the  valley  district,  Senator,  Youngstown  and 
that  region,  they  transport  their  coke  and  their  ore  approximately 
the  same  distance,  do  they  not,  to  the  blast  furnaces? 

Senator  Oliver.  No;  the  coke  haul  is  much  longer  than  the  ore 
haul. 

The  Chairman.  "\Miat  is  the  coke  haul? 

Senator  Oliver.  The  coke  haul  must  be  an  average  of  about  60 
mile>^  to  reach  Pittsburgh,  and  about  the  same  distance  from  Pitts- 
burgh; about  120  ijiiles. 

The  Chairman.  Do  you  know  the  charge  made  per  ton  for  the 
coke  haul? 

Senator  Oliver.  I  have  not  investigated  that.  I  have  no  figure 
on  that.  I  know,  generallj',  the  conditions  there.  Others  could  give 
you  much  closer  information  on  that  than  I  could,  however. 

The  Chairman.  To  what  extent  does  this  excess  over  what  you 
consider  a  fair  rate  affect  the  cost  of  production  of  a  ton  of  pig  iron? 

Senator  Oli\'er.  The  immediate  effect  of  a  reduction  of  the  ore 
rate  to,  say,  50  cents  a  ton  would  be  a  reduction  in  the  cost  of  pig 
iron  of  approximately  a  dollar  a  ton. 

The  Chairman.  You  have  been  a  manufacturer  of  pig  iron? 

Senator  Oli^ter.  Yes. 

The  Chairman.  Would  a  difference  in  the  cost  of  production  of  a 
dollar  a  ton  upon  a  furnace  producing  500  tons  a  day,  or  capable  of 
producing  500  tons  a  day.  having  a  capacity  of  that  amount,  in  case 
of  severe  competition,  determine  a  contest  between  two  furnaces 
similarly  situated  in  other  respects? 

Senator  Old'er.  Oh,  it  would  be  potential. 

The  Chairman.  To  what  extent  ? 

Senator  Oliver.  To  the  extent  of  $500  a  day. 

The  Chairiman.  Would  that  be  sufficient  to  keep  one  running  and 
shut  the  other  doAvn  if  they  were  in  severe  competition  ? 

Senator  Oliver.  It  would  have  been  in  my  time.  Many  tons  of 
pig  iron  I  have  made  at  a  profit  of  infinitely  less  than  a  dollar  a  ton. 

The  Chairman.  That  was  in  the  day  of  genuine  and  active  com- 
petition? 

Senator  Oliver.  Yes. 

The  Chairman.  That  was  in  the  days  of  free  competition? 

.^onator  Oliver.  Yes. 

Tlie  Chairman.  Do  you  gentlemen  care  to  ask  the  Senator  any 
questions  ? 

Mr.  Young.  Yes,  sir;   I  have  a  few  questions. 
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When  you  were  in  the  iron  and  steel  business,  Senator,  in  what 
concerns  were  you  interested? 

Senator  Oliter.  The  only  concern  that  I  was  interested  in  that 
manulactured  pig  iron  was  the  Oliver  &  Snyder  Steel  Co. 

Mr.  louNG.  Were  you  in  any  other  steel  concern  manufacturing 
steel  ? 

Senator  Oliver.  The  Oliver  &  Snyder  Steel  Co.  manufactured  both 
pig  iron  and  Bessemer  steel. 

Mr.  louNG.  That  was  the  only  concern  in  which  you  were  inter- 
ested? ^ 

Sena-tor  Oliver.  Yes. 

Mr.  Young.  At  the  present  time,  who  are  the  principal  manufac- 
turers of  steel  products  in  the  Pittsburgh  district  ? 

Senator  Oliver.  There  are  a  very  large  number  of  manufacturers 
of  steel  products. 

Mr.  Young.  What  are  the  principal  ones? 

Senator  Oliver.  Jones  &  Laughlin  Steel  Co. — first,  of  course,  the 
Carnegie  Steel  Co. 

Mr.  Young.  That  is  the  largest.     Then  Jones  &  Laughlin.? 

Senator  Oliver.  The  American  Steel  &  Wire  Co. 

Mr.  Young.  That  is  a  part  of  the  Steel  Corporation  ? 

Senator  Oliver.  Yes.  The  National  Tube  Co.,  different  corpora- 
tion subsidiaries. 

Next  in  the  line  comes  the  Jones  &  Laughlin  Steel  Co. ;  the  Pitts- 
burgh Steel  Co.  manufactures  large  quantities  of  wire  and  pipe,  and 
has  open-hearth  furnaces,  and  is  now  engaged  in  erecting  two  blast 
furnaces.  There  is  the  Spang-Chalfant  Co. ;  the  Byers  Co.,  making 
pipe;  the  Oliver  Iron  &  Steel  Co.,  making  a  large  line  of  steel 
specialties,  finished  articles,  beginning  with  the  billet;  then  there 
is  H.  K.  Porter  &  Co.,  making  light  locomotives.  In  fact,  I  would 
have  to  take  a  directory  to  enumerate  them. 

Mr.  Reed.  Is  the  Crucible  Co.  big  enough  to  mention? 

Senator  Oliver.  Yes;  the  Crucible  Steel  Co.  of  America,  making 
crucible  steel.  Then  there  is  the  Pressed  Steel  Car  Co. — in  fact,  T 
hate  to  enumerate  them,  because  I  would  leave  out  so  many  important 
ones  that  it  might  seem  invidious. 

Mr.  Young.  Could  you  tell,  speaking  roughly,  about  what  pro- 
portion of  the  tonnage  of  steel  manufactured  in  the  Pittsburgh  dis- 
trict is  manufactured  by  these  subsidiaries  of  the  Steel  Corporation 
and  Jones  &  Laughlin  combined  ?  .    .         ^ 

Senator  Oliver.  Of  steel?  Well,  it  would  be  overwhelming.  I 
would  not  like 

Mr.  Young.  Eighty  or  ninety  per  cents? 

Senator  Oliver.  Because  there  are  47  stacks,  I  think,  in  the  Pitts- 
burgh district,  of  which  35  belong  to  the  different  subsidiaries  of 
the  Steel  Corporation  and  9  belong  to  Jones  &  Laughlin. 

Mr.  Young.  That  would  be  44  out  of  47? 

Senator  Oliver.  44  out  of  47;  yes. 

Mr.  Young.  All  but  three? 

Senator  Oliver.  All  bnt  three,  I  think;  but,  of  course,  there  is  a 
large  amount  of  pig  iron  brought  in  from  the  valleys  to  Pittsburgh, 
which  is  worked  up  to  a  considerable  extent  by  the  independents. 

Mr.  Young.  Jones  &  Laughlin  are  independents,  are  they  not? 

Senator  Oliver.  Oh,  yes ;  they  are  independents. 


2168  UNITED   STATES   STEEL   CORPORATION. 

Mr.  Young.  It  has  appeared  here  ia  the  testimony  before  us  that 
the  Carnegie  Co.  owns  a  railroad  known  as  the  Union  Railroad, 
which  is  claimed  to  be  largely  a  plant  facility,  and  that  for  deliver- 
ing the  freight  and  receiving  it  from  the  trunk  lines  it  receives  a 
division  of  the  freight  rate — I  think  it  was  20  cents. 

Mr.  Reed.  26  cents. 

Mr.  Young.  26  cents.  On  the  ore  that  would  be  26  cents  out  of  the 
90  cents.  Also  that  a  similar  road  is  owned  by  Jones  &  Laughlin, 
from  which  they  receive  a  similar  division  of  freight,  which  would 
reduce  this  freight  rate  to  70  cents  for  both  of  them. 

It  is  complained  that  that  is  unfair;  that  that  ought  not  to  be 
allowed. 

If  by  any  action  of  the  Interstate  Commerce  Commission  or  any 
other  bodyhaving  authority  that  should  be  taken  away  from  them, 
that  would  make  the  situation  of  Pittsburgh  relative  to  other  sec- 
tions where  iron  and  steel  is  produced  just  that  much  worse,  would 
it  not '. 

Senator  Oliver.  It  would  appear  so. 

Mr.  Young.  It  has  also  appeared  here  in  evidence  that  from 
time  to  time  Mr.  Schwab,  representing  the  Bethlehem  Steel  Co., 
has  made  vigorous  complaint  that  he  was  not  given  a  fair  show 
on  rates  with  Pittsburgh;  that  the  Pittsburgh  rates  were  too  high 
in  comparison  with  the  Bethlehem  rates,  and  that  his  ough  to  oe 
lowered  or  theirs  ought  to  be  raised.  '\Aliat  would  you  say  to  that 
proposition  ? 

Senator  Oliver.  I  have  no  quarrel  with  Bethlehem  or  any  other 
district.  I  do  say,  however,  that  a  charge  of  96  cents  for  a  service 
that  costs  28  would  appear,  to  a  man  up  a  tree,  as  unreasonable, 
and  that  it  ought  to  be  reduced.  If  Bethlehem  can  get  its  rates 
reduced,  let  them  do  it. 

Mr.  Young.  You  have  stated  that  you  are  an  old  resident  of 
Pittsburgh,  and  are  very  much  interested  in  its  welfare  ? 

Senator  Oliver.  Yes. 

Mr.  YouNo.  And  your  interest  in  this  matter  is  entirely  in  the 
interest  of  Pittsburgh  as  against  other  localities  which  are  engaged 
in  the  same  business  ?  You  want  to  see  it  placed  on  at  least  as  good 
a  footing  as  they  are  ? 

Senator  Oliver.  It  is  from  the  standpoint  of  a  selfish  local  pa- 
triotism. 

Mr.  Young.  Yes.  Have  you  ever  investigated  the  matter  of  the 
relative  rates  between  Bethlehem  and  Pittsburgh  for  the  incoming 
ore  and  the  outgoing  product,  to  see  whether  you  think  Pitts- 
burgh has  the  advantage  over  Bethlehem,  as  claimed  by  Mr.  Schwab  ? 

Senator  Oliver.  I  think  Mr.  Schwab  shifted  his  arguments  when 
he  moved  across  the  mountains. 

Mr.  Young.  If  the  chairman  is  correct  as  to  what  he  said,  when 
he  was  president  of  the  Steel  Corporation,  and  I  assume  he  is 

The  Chairman.  I  am  quite  sure  that  Mr.  Schwab  would  smilingly 
admit  that  statement. 

Senator  Oliver.  In  that  statement  I  have  there  the  rates  per  ton 
per  mile  to  Bethlehem  are  given,  and  also  the  rate  to  Pittsburgh. 
Anybody  can  read  the  two  and  see  the  comparison. 

(The  statement  referred  to  will  be  found  earlier  in  the  statement 
of  Senator  Oliver.) 
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Senator  Oliver.  I  wish  to  say  also  that  there  is  absolutely  no  pos- 
sibility of  a  back  haul  from  Bethlehem. 

Mr.  Young.  Now,  as  to  the  ore  rate  to  Bethlehem.  It  is  a  fact, 
is  it  not,  that  whether  the  ore  rate  to  Bethlehem  is  high  or  low,  it  is 
so  high  that  Bethlehem  gets  all  her  ore  from  the  East? 

Senator  OLrvER.  That  is  where  she  ought  to  get  it  from. 
Mr.  Young.  She  does  not  pretend  to  get  any  of  the  lake  ore? 

Senator  Oliver.  I  think  there  is  a  little  headed  in  that  direction, 
but  very  little ;  and  I  am  free  to  say  that  there  should  be  very  little. 

Mr.  Young.  Mr.  Schwab  has  sworn  before  this  committee,  and 
also  before  the  Ways  and  Means  Committee,  he  used  no  lake  ores 
whatever  at  Bethlehem. 

Senator  Oliver.  No  man  would  ever  build  a  steel  plant  at  Bethle- 
hem upon  the  basis  of  receiving  his  ore  from  Lake  Superior.  No 
sane  man  would  do  that. 

Mr.  Young.  So  that  an  argument  as  to  the  relative  rates  which 
ought  to  be  charged  from  and  to  Bethlehem  and  from  and  to  Pitts- 
burgh, based  on  the  ore  rate  alone,  would  not  be  a  fair  proposition? 

Senator  Oliver.  I  am  free  to  say  that  Bethlehem,  Eoanoke,  and 
several  other  places  mentioned  in  that  list  which  I  have  handed  to 
the  committee  are  only  inserted  as  incidental.  The  places  that  we 
complain  of  are,  first,  the  competitive  points  like  Wheeling,  that, 
having  a.  longer  distance,  get  a  very  much  lower  rate;  and  then,  in 
addition  to  that,  the  mere  fact  that  our  rate  is  unreasonable  in  and 
of  itself,  by  reason  of  the  rate  charged  being  out  of  all  proportion  to 
the  cost  of  the  service. 

Mr.  Young.  Pittsburgh  does  not  have  any  serious,  real  competi- 
tion from  Wheeling,  does  it?   . 

Senator  Oliver.  Oh,  yes. 

Mr.  Young.  Is  not  your  real,  serious  competition  from  Gary,  mills 
around  Chicago,  and  the  Lackawanna  mills  at  Buffalo? 

Senator  Oliver.  No.  Wheeling  is  a  very  serious  competitor,  be- 
cause Wheeling  has  pretty  much  all  the  advantages  that  we  have  as 
to  fuel,  with  the  exception  of  coke. 

Mr.  Young.  But  the  proportion  of  her  manufactured  products  is 
infinitesimal  as  compared  to  Pittsburgh  or  as  compared  with  the 
Chicago  region  ? 

Senator  Oliver.  "Wheeling  and  the  Wheeling  district,  running  up 
to  Steubenville,  must  have  8  or  10  furnace  stacks,  and  that  is  a  pretty 
big  competitor.  ,   ■    r^  a 

Mr.  Young.  They  have  about  as  hiany  as  the  Jones  &  Laughlm  Co  ? 

Senator  Oliver.  Yes. 

Mr.  Young.  The  whole  district? 

Senator  Oliver.  Yes ;  and  that  is  a  great  deal. 

Mr.  ifouNG.  You  have  dealt  entirely  with  the  rate  on  ore  and  said 
nothing  about  and  not  considered,  I  take  it,  the  rate  on  coal  and 
coke.  Considerable  coke  still  goes  from  the  Connellsville  region  to 
the  West,  does  it  not  ?  .  ,     .^ 

Senator  Oliver.  I  do  not  know  to  what  extent  it  goes  to  the  West. 
I  presume  the  South  Chicago  plants  are  still  getting  a  considerable 
part  of  their  supply  from  Connellsville.  They  formerly  got  practi- 
cally all  of  it  from  Connellsville.  I  have  not  investigated  that  of  late 
years,  at  all. 
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Mr.  Young.  The  higher  that  rate  the  better  it  would  be  for  Pit(s- 
burgh,  relatively  ? 

Senator  OLrvEK.  Oh,  yes.  If  we  could  put  a  prohibitive  rate  on 
that  it  would  be  all  the  better  for  us,  of  course.  Still,  we  do  not  want 
any  unreasonable  rates  given  to  an5'body. 

Mr.  YoLNo.  I  understand  that;  but  you  have  not  congidered 
whether  the  situation  of  Pittsburgh  arising  from  the  fact  that  it  is 
128  or  1-10  miles  from  the  Lake,  as  compared  with  Chicago  and  Gary,, 
which  are  on  the  Lake,  is  balanced  to  any  degree  by  the  rate  which 
they  have  to  pay  on  coal  and  coke  from  the  Connellsville  region? 

Senator  Olivek.  No.  I  am  looking  at  this,  Mr.  Young:  The  time,, 
if  not  here,  is  fast  approaching  when  the  Lake  Michigan  furnaces 
will  cease  to  rely  on  the  Connellsville  region  for  coke. 

Mr.  Young.  I  think  that  is  absolutely  true. 

Senator  Oliver.  There  is  no  question  about  that. 

Mr.  Young.  There  is  no  question  about  that.  It  has  not  come 
entirely  yet. 

Senator  Oliver.  Not  yet ;  but  with  the  advent  of  the  by-product 
oven  it  unquestionably  will  come. 

Mr.  Young.  Is  not  the  difficulty  that  Pittsburgh  has  experienced 
in  holding  her  position  of  primacy,  which  she  has  maintained  so- 
long  in  the  iron  and  steel  business,  principally  from  the  fact  that  the 
ore  rate  to  Chicago  and  Lake  Michigan  points  is  very  much  less,  as 
there  has  to  be  no  haul  except  to  the  Lakes,  and  the  fact  of  the  de- 
veloping use  of  the  western  coals  for  coking  purposes  ?  Is  not  that  the 
real  thing  which  you  have  had  to  struggle  with  ? 

Senator  Oliver.  I  have  no  doubt  that  both  are  factors  in  that;  and 
of  course  my  object  in  starting  this  campaign  was  to  minimize  thfr 
first  difficulty  as  far  as  possible. 

Mr.  Young.  Undoubtedly. 

If  the  lowering  of  the  rail  rate  on  ore  to  Pittsburgh  should  result 
in  a  corresponding  lowering  on  rates  to  these  other  points  on  ore  and 
on  coal  and  so  on,  Pittsburgh  would  still  be  in  relatively  the  sam& 
position  in  which  she  is  to-day? 

Senator  Oliver.  No. 

Mr.  Young.  Why  not  ? 

Mr.  Oliver.  The  only  handicap  that  they  can  place  upon  Pitts- 
burgh— the  only  thing  that  is  a  handicap — is  the  freight  we  pay  on 
ore.  We  have  everything  else  as  cheap  as  they  have,  and  fuel  we  are 
bound  to  have  cheaper.  So  that  the  advantage  that  we  have  in  fuel 
would  overcome  the  handicap  caused  by  any  reasonable  rate  on  ore 
and  put  us  in  as  good  a  position  at  least  as  they  are ;  and  then  it  would 
depend  upon  the  energy  and  the  enterprise  of  our  people,  which  we 
are  always  ready  to  depend  upon. 

Mr.  Young.  Would  it  do  that  after  the  western  furnaces,  the  Lake 
Michigan  furnaces,  if  you  please,  entirely  supply  themselves  with  coal 
from  the  West?  Would  not  the  cost  of  transporting  their  coal  then 
be  but  very  little  greater  than  the  cost  of  transporting  coal  from  the 
Connellsville  region  to  Pittsburgh  ? 

Senator  Oli\-ee.  There  are  two  factors,  Mr.  Young,  which  I  think 
you  lose  sight  of,  and  those  factore  are  these:  The  Connellsville 
coke  is  better,  intrinsically,  than  any  other  coke  that  has  ever  been 
discovered,  especially  for  smelting  purposes.  That  is  the  first  point. 
Secondly,  Pittsburgh  coal  is  infinitely  better  for  both  steaming  and 
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gas  purposes  than  any  other.  That  is,  Pittsburgh  steam  coal  is  better 
than  any  other  steam  coal. 

Mr.  Young.  And  the  coking  coal  is  better  ? 

Senator  Oliver.  The  coking  coal  is  better,  and  the  gas  coal  is 
better  for  gas  purposes  than  any  of  the  western  coals.  We  would 
always  have  that  advantage. 

Mr.  Young.  The  testimony  that  has  been  given  here  previously 

The  Chairman.  Excuse  me  for-a  moment,  Mr.  Young.  I  hate  to 
interrupt  a  gentleman  while  he  is  examining  a  witness,  but  I  want 
to  ask  this  question  fight  iii  that  connection : 

Is  that  advantage  oased  upon  the  absence  of  sulphur  and  the 
high  degree  of  fixed  carbon  in  your  coal? 

Senator  Oltvee.  It  is  based  upon  such  eleinents  as  those. 

Mr.  YouJfG.  Some  previous  testimony  that  we  have  had  before 
the  committee  indicates  that  while  what  you  state  is  true,  that  your 
coal  is  better,  yet  improved  methods  of  handling  this  western  coal 
have  resulted  in  reducing  that  diffefeiice  to  a  pretty  small  factor. 

Senator  Oliver.  Yes. 

Mr.  Young.  That  is  claimed  by  those  concerns  which  are  using 
the  western  coal. 

Senator  Oliver.  There  is  no  doubt  great  force  in  that. 

Mr.  Young.  If  you  reduced  this  ore  rate  to  50  cents  a  ton,  that 
would  mean  about  a  dollar  a  tbn  on  your  pig  iron,  would  it  not? 

Senator  Oliver.  Yes. 

Mr.  Young.  You  would  still  have  in  that  particular  the  disad- 
vantage of  a  dollar  a  ton  over  Gary  or  Lake  Erie  ports? 

Senator  Oliver.  Yes. 

Mr.  Young.  Over  Lake  Erie  or  Lake  Michigan  ports? 

Senator  Oliver.  Yes. 

Mr.  Young.  Just  a  word  as  to  the  costs  which  you  have  given 
here,  of  26  cents,  28  cents,  and  running  up  to  35  cents.  These  were 
operating  costs,  you  say? 

Senator  Oliver.  Operating  costs;  yes. 

Mr.  Young.  They  do  not  include  anything  for  interest  on  the  in- 
vestment ? 

Senator  Oliver.  No. 

Mr.  Young.  Or  anything  for  wear  and  tear  and  depreciation  ? 

Senator  Oliver.  I  presume  not.  I  am  not  familiar  with  railroad 
bookkeeping.  They  are  what  are  generally  known  as  operating  costs, 
not  including  overhead  chaises.  I  believe  I  state  in  the  letter  which 
I  wrote  to  the  Pittsburgh  Chamber  of  Commerce  that,  as  a  general 
proposition,  a  railroad  that  operates  on  a  basis  of  70  per  cent,  that 
is,  where  its  operating  expenses  do  not  exceed  70  per  cent  of  its  gross 
receipts,  is  certain  to  be  making  money.  This  operating  cost  is  only 
about  2&I  per  cent  of  the  gross  receipts  on  this  one  commodity. 
Consequently  it  would  seem  to  me  to  be  not  only  prima  facie  but 
almost  conclusively  unreasonable. 

Mr.  Young.  But  you  do  not  know  how  much,  or  about  how  much, 
would  be  added  to  the  figures  you  have  given  by  including  the  over- 
head costs,  depreciation,  interest  on  investment,  and  so  on? 

Senator  Oliver.  No,  sir. 

Mr.  Young.  In  making  a  comparison  of  this  relative  rate,  have 
you  taken  into  consideration  at  all  the  fact  that  the  rail  rate  to 
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Pittsburgh^  if  the  contention  of  the  gentlemen  who  object  to  this 
allowance  is  correct,  is  really  70  cents  and  not  96  cents  ? 

Mr.  Reed.  It  is  68  cents,  if  I  may  interject  that,  because  two  cents 
of  that  96  cents  is  paid  to  the  dock  company. 

Mr.  Young.  Yes.  There  may  be  some  allowance  of  that  kind.  A 
raU  rate  of  68  or  70  cents,  then  ? 

Senator  Oliver.  I  am  taking  thfe  rate  as  96  cents.  If  the  net  rate 
is  68  cents,  then  I  would  suggest  that  the  special  allowance  be  thrown 
off  and  that  there  be  a  reduction  of  18  cents  in  the  amount  that  the 
main  lines  of  railroad  get.  I  do  not  care  just  so  you  give  us  a  rate 
of  50  cents  a  ton  delivered  at  the  furnaces;  and  if  the  Monongahela 
Railroad  and  the  Union  Railroad  get  an  allowance  of  26  cents  a  ton, 
I  am  looking  forward  to  the  prospect  of  other  furnaces  being  con- 
structed. The  Pittsburg  Steel  Co.,  I  believe,  has  already  let  the  con- 
tract, or  is  about  to  let  the  contract,  for  two  furnaces,  and  I  under-  • 
stand  that  the  Midland  Steel  Co.,  which  is  owned  by  the  Crucible 
Steel  Co.  of  Americaj  have  one  stack  now  and  they  propose  to  add 
one  or  two  more.  It  is  to  the  interest  of  those  concerns  and  of  other 
prospective  competitive  concerns  that  I  am  looking,  for  I  expect 
them  to  help  build  up  the  Pittsburgh  district. 

Mr.  Young.  Are  you  sufficiently  familiar  with  the  local  situation. 
Senator,  to  express  an  opinion  as  to  whether  the  service  performed 
by  this  Union  Railroad  and  the  Monongahela  Railroad  is  such  that 
they  ought  to  receive  a  compensation  for  it  ? 

Senator  Oliver.  I  have  no  doubt  that  they  ought  to  receive  some 
compensation;  that  is,  I  would  naturally  suppose  that  a  manufac- 
turing concern  which  keeps  up  its  own  locomotives  and  trucks  outside 
of  the  main  line  of  the  delivering  railroad  and  goes  to  all  that  expense 
would  be  entitled  to  some  consideration  as  against  a  manufacturer 
for  whom  the  railroad  must  do  all  of  the  switching  and  all  of  the 
handling  of  the  cars  and  all  that  sort  of  thing. 

Mr.  "iouNG.  It  would  be  a  pretty  serious  thing  for  Pittsburgh  if 
this  26  cents  were  taken  awaj  from  these  concerns  and  the  through 
rate  were  not  reduced,  would  it  not  ?  It  would  be  practically  an  m- 
crease  of  26  cents  in  the  ore  rate  ? 

Senator  Oliver.  I  have  so  much  confidence  in  the  governing  pow- 
ers of  the  country,  to  say  nothing  of  the  common  sense  of  the  railroad 
officials  themselves,  that  I  feel  justified  in  saying  that  I  think  that  is 
practically  an  impossible  contingency. 

Mr.  Young.  You  think  it  would  put  Pittsburgh  at  such  a  disad- 
vantage that  no  one  would  be  in  favor  of  it  ? 

Senator  Oliver.  I  did  not  say  that.  I  said  that  it  would  be  an 
impossible  contingency.  Take  that  26  cents  a  ton  away,  and  the  rail- 
roads will  not  get  it.     I  am  saying  that  in  the  nature  of  a  prophecy. 

Mr.  Reed.  I  would  like  to  suggest  to  Mr.  Young,  in  connection 
with  the  line  of  testimony  he  is  bringing  out,  that  he  ask  Senator 
Oliver  whether  the  cost  of  operation  of  the  Monongahela  Connecting 
Railroad  and  of  the  Union  Railroad,  which  was  paid  for  by  part  of 
this  96-cent  rate,  had  been  included  in  his  estimate  of  28  cents. 

Mr.  Young.  I  will  adopt  that  question. 

Senator  Oliver.  I  really  do  not  know. 

Mr.  Gardner.  Does  this  high  rate,  which  is  maintained  by  all 
the  railroads  bringing  iron  ore  to  Pittsburgh,  operate  to  the  advan- 
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tage  of  the  United  States  Steel  Corporation  a^  against  any  of  their 
competitors  ? 

Senator  Oliver.  It  would  to  this  extent:  That  inasmuch  as  they 
carry  so  large  a  proportion  of  their  own  ore  on  their  own  road, 
assuming  that  the  rate  is  unreasonable,  they  would  profit  over  their 
competitors  to  the  extent  of  that  unreasonableness. 

Mr.  Gaednee.  And  to  the  extent  that  they  hauled  their  own  ore? 

Senator  Oliver.  And  to  the  extent  that  they  hauled  their  own  ore. 

Mr.  Gardner.  That  would  seem  to  be  the  case. 

What  do  you  mean  by  the  term  "  plant  facility  "  in  speaking  of  a 
railroad  ? 

Senator  Oliver.  Did  I  use  that  expression  ? 

Mr.  Gaedkee.  No;  you  did  not;  the  chairman  used  it  in  speaking 
of  the  Bessemer  &  Lake  Erie  Railroad,  and  said  "  this  plant  f  acilityj" 
and  you  said  "  yes,"  and  went  on  with  an  answer  to  his  question  in 
which  he  had  incorporated  those  words. 

The  Chairman.  I  beg  your  pardon.  I  know  you  mean  to  quote 
me  correctly,  and  it  is  not  especially  material,  but  I  said  to  the  extent 
that  they  carried  ore  they  were  a  plant  facility. 

Senator  Oliver.  I  presume  the  chairman  meant  that  the  Bessemer 
&  Lake  Erie  Eailroad  was  simply  considered  as  a  part  of  the  Pitts- 
burgh plants  of  the  Steel  Corporation. 

Mr.  Gaednee.  I  want  to  call  your  attention,  Senator,  to  the  fact 
that  there  has  been  a  discussion  going  on  for  the  last  two  or  three 
days  as  to  just  what  is  and  what  is  not  a  "  plant  facility."  I  was 
afraid  that  the  record  would  show  the  Senator  to  have  expressed 
an  opinion  because  he  had  answered  "  yes "  and  then  proceeded 
with  his  answer.  I  thought,  at  the  time,  that  you  did  not  catch  the 
full  force  of  the  words  "  plant  facility  "  injected  into  the  question  of 
the  chairman. 

Senator  Oliver.  I  did  not  understand  it. 

Mr.  Gardner.  That  is  all  I  was  trying  to  bring  out  in  the  record. 

The  Chairman.  I  will  say  that  the  idea  in  the  chairman's  mind 
was  this:  That  the  Bessemer  &  Lake  Erie  Eailroad,  in  so  far  as  it 
transports  freight  and  passengers  for  the  public  generally,  is  essen- 
tially a  common  carrier,  on  account  of  its  length,  its  equipment,  and 
its  connections.  In  so  far  as  it  transports  ore,  it  is  a  plant  facility. 
Did  it  transport  no  ore,  although  a  subsidiary  of  the  Steel  Corpora- 
tion, it  would  be  in  no  sense  a  plant  facility.  Did  it  transport  noth- 
ing except  ore,  it  would  be  in  every  sense  a  plant  facility.  That  is 
the  point. 

Mr.  Gaednee.  I  was  aware  of  the  chairman's  views  on  the  ques- 
tion, and  I  wanted  to  ascertain  whether  Senator  Oliver  had  caught 
the  expression  "  plant  facility  "  in  the  question,  and  had  realized  the 
significance  of  it. 

Senator  Olivee.  As  a  matter  of  fact,  the  Bessemer  road  does  quite 
a  large  freight  and  general,  passenger  business. 

Mr.  Gaednee.  It  is  merely  in  order  to  put  the  record  straight,  and 
not  afterwards  have  it  said  that  Senator  Oliver  had  stated  that  the 
Bessemer  Railroad  was  a  plant  facility. 

The  Chairman.  I  anticipated  making  no  such  statement. 

Mr.  Gardner.  I  felt  that  the  Senator  did  not  know  the  importance 
of  that  point  in  connection  with  the  discussion  we  have  been  having 
here  for  the  past  few  days. 
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Mr.  You>'G.  The  milk  in  the  coconut  is  that  if,  as  is  claimed 
here,  the  road  is  a  plant  facility,  it  is  not  entitled  to  any  division 
of  the  rate ;  it  is  not  entitled  to  anything  for  its  services. 

Senator  Olivee.  Yes. 

Mr.  BEAiiL.  That  contention  has  been  made  more  with  reference 
to  the  Union  Eailroad  than  it  has  in  regard  to  the  Bessemer  &  Lake 
Erie. 

Mr.  Gardner.  But  at  this  particular  point  it  was  injected  in  regard 
to  the  Bessemer  &  Lake  Erie  road. 

Senator  Oliver.  I  think  I  made  it  plain  that,  even  if  it  is  a  plant 
facility,  I  really  think  that  some  compensation  ought  to  be  allolfed 
to  manufacturers  who  handle  their  own  cars  as  against  manufac- 
turers who  depend  upon  the  railroads  to  do  it,  to  the  extent  of  the 
value  of  that  service  in  what  it  saves  the  railroad. 

The  Chairman.  You  mean  they  should  be  compensated  for  the 
cost  of  service  plus  a  fair  return  upon  the  capital  invested  ? 

Senator  Oliver.  Yes. 

Mr.  Gardner.  If  the  chairman  is  going  to  try  to  put  the  Senator 
on  record,  I  will  ask  him  some  questions  in  another  way. 

Do  you  think  that  a  railroad  which  originates  freight  is  entitled 
to  a  greater  return  than  one  which  does  not? 

Senator  Oliver.  To  the  extent  of  its  terminals  ? 

Mr.  Gardner.  Yes. 

Senator  Oliver.  To  the  value  of  its  terminals  ? 

Mr.  Gardner.  I  think,  the  Senator  not  being  familiar  with  the 
discussion,  it  is  unwise  to  attempt  to  ask  him  these  questions,  which 
are  very,  very  complicated,  for  the  sake  of  getting  the  Senator  on 
record  upon  matters  that  I  know  he  has  not  given  thought  to. 

The  Chairman.  I  will  say  this  to  my  colleague  upon  the  com- 
mittee: That  I  would  not  have  injected  myself  into  this  examination 
as  conducted  by  Mr.  Gardner  were  it  not  for  the  fact  that  Mr. 
Gardner  intimated  that  the  chairman  of  the  committee  was  attempt- 
ing to,  in  a  way,  read  something  or  put  something  into  the  mouth  of 
the  Senator.  I  know  that  Mr.  Gardner  did  not  make  that  statement 
in  any  unkind  or  disingenuous  way,  but  I  felt  it  was  due  myself  to 
state  exactly  what  my  motives  were. 

Mr.  Gardner.  No.  I  am  trying  to  avoid  disingenuousness  both 
in  my  questions  and  in  other  matters.  I  felt  that  an  issue  had 
been  injected,  without  any  intention  on  the  part  of  the  chairman, 
but  there  was  something  that  would  appear  in  the  record  which 
somebody  reading  later  on  might  think  was  an  expression  of  Senator 
Oliver's  opinion  as  an  experienced  man  on  a  very  much  mooted 
question,  when  he  did  not,  m  reality,  intend  to  express  that  opinion. 

Senator  Oliver.  Is  there  anything  further  for  me? 

The  Chairman.  Just  one  question,  Senator: 

Prior  to  1901  the  city  of  Pittsburgh  was,  I  believe,  the  industrial 
center  of  the  continent,  so  far  as  the  production  of  iron  and  steel  is 
concerned.     Is  that  true? 

Senator  Oliver.  Yes.     It  is  yet,  in  my  opinion. 

The  Chairman.  That  dominance  of  the  steel  business  was  first 
clearly  apprehended,  was  it  not,  by  Mr.  Carnegie;  that  is,  its  natural 
advantages  were  first  acted  upon  by  him,  I  mean  ? 

Senator  Oliver.  Oh,  no.  Mr.  Carnegie  only  followed  in  the  wake 
of  a  long  line  of  old  ironmasters,  as  we  might  term  them,  for  it 
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yras  iron  in  those  days,  in  Pittsburgh.  He  came  to  the  front  at  a 
time  when  the  counti-y  was  developing  at  a  very  rapid  rate,  and  in 
the  later  development  of  the  industry  he  was  unquestionably  the 
most  prominent  factor.  I  do  not  think  he  had  any  greater  appre- 
hension of  the  possibilities  of  Pittsburgh  than  quite  a  number  of 
other  men  in  the  same  line,  but  he  had  more  courage  than  some  of 
them,  and  was  fortunate  in  accumulating  more  capital  early.  He 
had  assistants  who  were  unequaled  in  their  various  lines,  and  he 
did  more,  I  think,  in  the  line  of  great  manufacturing  in  Pitts- 
burgh than  anybody  else,  consequently. 

The  Chairman.  As  I  understand  it,  the  city  of  Pittsburgh  is 
much  larger  than  its  corporate  limits  indicate.  In  other  words,  if 
you  would  spread  the  legs  of  a  tripod  out  flat 

Mr.  Young.  You  mean  the  Pittsburgh  district,  do  you  not,  Mr. 
Chairman  ? 

The  Chairman.  I  mean  the  city  of  Pittsburgh,  as  a  corporate 
entity.  If  you  will  allow  me  to  finish,  you  will  both  comprehend 
what  I  mean.  One  leg  of  the  tripod  would  run  up  the  Monongahela 
Eiver,  and  another  up  the  Allegheny,  and  another  down  the  Ohio, 
so  that  there  is  a  continuous  train  of  cities  which  might  be  incor- 
porated into  one  city  if  you  were  to  extend  the  corporate  limits  of 
your  city  in  accordance  with  the  propinquity  of  manufacturers  and 
population  as  is  done  in  Chicago.  If  that  were  done,  you  would  be 
a  city  of  a  million  more  people,  probably,  than  you  are.  Is  that 
true? 

Senator  Oliver.  Yes;  I  think 

The  Chairman.  If  you  would  go  down  to  New  Cumberland,  down 
on  the  Ohio,  and  up  m  the  same  way  on  the  Monongahela  and  the 
Allegheny 

Senator  Oliver.  That  is  what  we  generally  term  the  Pittsburgh 
district. 

The  Chairman.  The  Pittsburgh  district? 

Senator  Oliver.  Yes.  I  do  not  think  it  would  extend  as  far  as 
New  Cumberland,  because  there  is  a  stretch  between  the  Beaver 
Eiver  and  New  Cumberlajid.  It  would  extend,  I  think,  down  as 
far  as  Kochester  on  the  Ohio,  up  as  far  as  Kittanning  on  the  Alle- 
gheny, and  so  far  as  Monessen  on  tlje  Monongahela.  I  suppose  the 
Pittsburgh  district  contains  at  least  a  million  and  a  half  people. 

The  Chairman.  That  centralization  of  manufacturing  concerns, 
dependent  upon  the  cheapness  of  fuel  and  the  facility  for  its  trans- 
portation by  virtue  of  your  water  and  rail  connections,  was  the  cause, 
m  the  begiiming,  of  this  concentration  of  manufacturing  plants  in 
the  vicinity  of  the  city  of  Pittsburgh  and  along  the  shores  of  these 
various  streams,  was  it  not? 

Senator  Oliver.  The  iron  manufactories  particula,rly  were  first 
located  in  Pittsburgh  because  of  its  great  supply  and  unequaled 
quality  of  coal.  Those  plants  originally  depended  upon  what  we 
term  native  ore  for  their  supply.  Ore  was  generally  found  up 
through  the  AUegheuy  Mountains  and  in  the  foothills  of  the  moun- 
tains, and  was  smelted  in  local  furnaces. 

The  Chairman.  You  had  in  Pittsburgh,  for  the  production  of 
iron,  until  1901,  of  easy  access,  the  highest  grade  of  coal,  and  as 
good  a  grade  as  any  of  limestone,  which  could  be  delivered  into  your 
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blast  furnaces  with  unequaled  facilities  for  transportation,  had  you 
not,  considering  your  water  and  rail  lines  of  transportation? 

Senator  Olpver.  We  had  good  facilities  for  transportation.  I  do 
not  think  the  transportation  facilities  cut  so  much  figure  as  the  excel- 
lence of  our  fuel  supply  and  the  energy  and  activity  of  our  people. 

The  Chairman.  When  I  referred  to  the  facilities  for  transporta- 
tion I  meant  this :  Was  there  any  other  district  in  the  world,  outside 
of  the  Birmingham  district,  so  close  to  so  excellent  a  fuel  supply  as 
was  the  city  of  Pittsburgh  to  the  Connellsville  region? 

Senator  Oliveh.  I  think  the  English  and  Welsh  furnaces 

The  Chairman.  I  mean  on  this  continent. 

Senator  Oltvee.  On  our  continent? 

The  Chairman.  Yes. 

Senator  Oliver.  Oh,  no.  We  had  and  still  have  better  fuel  facili- 
ties than  any  other  manufacturing  district. 

The  Chairman.  The  one  fly  in  the  ointment  with  you  was  your 
distance  from  the  Superior  ores,  after  the  Superior  ores  were  substi- 
tuted for  your  native  ores.     Is  that  correct  ? 

Senator  Oliver.  Yes ;  that  is  correct. 

The  Chairman.  And  in  order  to  overcome  that  handicap  on  ac- 
count of  distance  of  transportation,  Mr.  Carnegie  secured  control  of 
the  Bessemer  &  Lake  Erie  Eailroad,  did  he  not? 

Senator  Oliver.  Yes. 

The  Chairman.  So  as  to  transport  his  ore  at  a  minimum  cost  ? 

Senator  Oli\t;r.  Yes;  I  presume  that  was  his  intention.  I  know 
that  he  secured  control  of  the  road. 

The  Chairman.  Had  Mr.  Carnegie  retained  control  of  the  Car- 
negie plants,  with  the  control  of  that  railroad  and  with  the  control 
of  at  least  a  fair  condition  of  rates  over  the  Duluth,  Missabe  & 
Northern  and  the  Great  Northern  lines  transporting  freight  to  the 
Lakes,  and  had  he  his  own  shipping  facilities  across  these  lakes,  is 
there  any  other  company  outside  of  Pittsburgh  that  could,  under 
severe  competition,  have  lived  against  him  for  any  considerable 
length  of  time  ? 

Senator  Oliver.  Not  unless  the  railroads  should  come  down  in 
their  rates.    That  is  what  I  want  them  to  do  now. 

The  Chairman.  Mr.  Carnegie,  in  1901,  with  the  transportaition 
question  settled,  was  the  master  of  the  iron  situation  on  this  con- 
tinent? 

Senator  Oliver.  I  do  not  like  to  inject  something  that  may  have 
nothing  to  do  with  the  question,  but  I  rather  think  that  Mr.  Carnegie 
depended  for  at  least  a  part  of  his  prosperity  upon  undue  favors  from 
the  transportation  companies. 

The  Chairman.  I  mean,  with  that  in  addition  ? 

Senator  Oliver.  Oh ! 

The  Chairman.  He  was  the  king  bee,  was  he  not  ? 

Senator  Oliver.  Yes;  as  anybody  will  be  king  bee  who  obtains 
secret  rates  as  against  open  rates  given  to  his  competitors. 

The  Chairman.  Was  there  any  other  way  by  which  they  could 
wrench  free  Carnegie's  hold  upon  the  steel  business,  his  secret  rates, 
his  ownership  of  that  road,  and  his  natural  facilities,  except  by  pay- 
ing him  his  own  price  to  quit  the  business? 
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Senator  Oliver.  Mr.  Chairman,  vou  are  going  into  a  field  which 
IS  entirely  foreign  to  the  one  upon"  which  I  understood  I  was  to  be 
interrogated. 

The  Chairman.  I  shall  not  insist  that  you  answer  the  question, 
unless  you  care  to  do  it. 

Senator  Oliver.  It  would  be  a  mere  expression  of  opinion,  and  I 

-^t  ^'^  formulated  a  direct  opinion  upon  the  subject. 

The  Chairman.  I  would  like  to  have  your  opinion,  but  I  shall  not 
insist  that  you  give  it. 

Mr.  YoTiNG.  Just  one  point  right  there :  If  the  rates  on  the  Missabe 
&  Northern  and  the  Duluth  &  Iron  road,  the  two  roads  running  one 
mto  the  milling  district  and  the  other  into  the  Mesabi  district  had 
been  greatly  reduced,  it  would  not  have  helped  Pittsburgh  any  more 
than  it  would  have  helped  Chicago,  would  it ;  the  ore  for  both  places 
coming  over  the  same  road? 

Senator  Oliver.  Oh,  yes ;  that  is  of  no  particular  advantage  to  any 
district.  It  is  a  very  good  thing,  I  think,  for  the  country  generally 
that  those  rates  have  been  reduced. 

Mr.  YoTJNG.  Undoubtedly. 

The  Chairman.  I  will  amend  my  question,  so  that  I  think  you  will 
have  no  hesitancy  in  replying  to  it: 

If  the  city  of  Pittsburgh  had  the  advantages  which  I  have  at- 
tributed to  Mr.  Carnegie 

Mr.  YoTJNG.  Including  the  rebates? 

The  Chairman.  All  the  advantages;  could  any  other  city  have 
competed  with  the  city  of  Pittsburgh  in  the  production  of  pig  iron 
and  iron  products — that  is,  as  far  as  supplying  the  public  generally 
is  concerned  ?  I  do  not  mean  would  it  have  sold  them  all,  but  I  mean 
would  it  have  held  an  unquestioned  primacy  in  that  business  ? 

Senator  Oliver.  I  think  it  would ;  but  I  do  not  mean,  for  a  moment, 
to  say  in  my  opinion  that  under  any  circumstances  Pittsburgh  would 
have  had,  or  ever  will  have,  such  an  advantage  as  to  prevent  the 
establishment  of  steel  industries  in  other  sections.  The  country  is  too 
big  for  that,  and  the  field  is  too  large  for  any  one  district  to  monopo- 
lize or  overwhelmingly  dominate  the  business. 

The  Chairman.  I  quite  agree  with  you,  and  I  am  glad  of  it.  On 
the  Pacific  coast,  for  instance,  there  is  a  field,  and  the  situation  of 
Mr.  Schwab  at  Bethlehem  provides  another  instance,  and  the  situa- 
tion at  the  Lackawanna  Steel  Co:  at  Buffalo,  the  situation  of  the 
Tennessee  Coal  &  Iron  Co.  and  other  companies  at  Birmingham ;  but 
what  I  mean  to  say  it  this :  That  in  the  Ohio  Valley  and  in  parts  of 
the  Mississippi  Valley,  in  a  vast  zone  that  is  thickly  populated,  rich 
in  natural  products  and  filled  with  manufacturing  industries  of  all 
kinds,  the  Pittsburgh  district  would,  under  the  conditions  which  I 
have  named,  have  been  the  natural  center  for  the  industries  pro- 
ducing iron  and  steel  products. 

Senator  Oliver.  I  think,  Mr.  Chairman,  it  still  is;  and  I  think  it 
will  continue  to  be,  and  I  believe  that,  under  existing  conditions,  with 
proper  treatment  of  the  Pittsburgh  district  by  the  transportation 
companies,  the  Steel  Corporation  will  find,  taking  the  facilities  for 
delivery  and  for  shipment  to  the  markets  into  consideration,  that  it 
can  manufacture  and  deliver  a  far  greater  proportion  of  its  products 
that  it  now  makes  in  Pittsburgh  than  it  can  in  other  places ;  and  that 
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consequently  it  will  continue  to  add  to  its  facilities  in  that  district,  as 
well  as  other  manufactures  and  new  manufactures  yet  to  come. 

I  do  not  believe  the  fact  of  the  steel  business  being  centralized  to  a 
very  large  extent  as  it  has  become  of  late  years  is  going  to  interfere 
greatly  with  the  development  of  the  Pittsburgh  district ;  because,  no 
matter  who  owns  those  works,  they  will  manufacture  where  they  can 
manufacture  the  cheapest;  and  with  the  right  kind  of  treatment  on 
the  part  of  the  railroads  it  will  be  found  that  they  can  manufacture 
the  cheapest  in  that  district.  Consequently  we  will  dominate  the 
business,  though  not  to  the  same  extent  as  we  dominated  it  in  the 
eighties  and  in  the  nineties,  because  we  have  not  the  ground,  we  have 
not  the  land,  and 

Mr.  Young.  Is  not  another  point  that  the  population  then  was 
nearly  all  very  near  to  Pittsburgh,  relatively  speaking ;  and  that  the 
"West  has  developed  since? 

Senator  Oliver.  Yes.  Of  course  the  western  mills  can  get  their 
wares  to  western  markets  cheaper  than  we  can,  because  we  have  to 
pay  the  railroads  for  hauling  our  stuff  right  past  Gary  and  Chicago 
out  to  the  West.  Consequently  the  zone  west  of  Chicago  will  largely 
be  supplied  from  those  mills. 

The  Chairman.  That  statement  is  predicated  upon  the  idea  that 
existing  freight  rates  will  be  altered  because  they  are  now  inequitable? 

Senator  Oliver.  Yes. 

The  Chairman.  Can  you  tell  me.  Senator,  or  have  you  any  idea 
what  influence  or  what  motive  is  back  of  this  charge;  who  is  the 
beneficiary  of  this  scientifically  arranged  inequitable  charge  upon  the 
part  of  these  railroads,  as  you  claim? 

Senator  Oli\'ee.  I  can  not  tell  you  that.  I  do  not  want  to  assume 
the  parentage  of  all  your  adjectives,  Mr.  Chairman.  The  fact  is  that 
those  rates  are  a  heritage  from  other  times.  The  Pittsburgh  rate  has 
not  been  advanced  to  any  considerable  extent  in  the  last  ten  years. 

Mr.  Reed.  Here  are  the  figures. 

Senator  Olher.  I  think  they  are  about  the  same. 

Mr.  Young.  They  have  been  reduced  22  cents,  I  believe? 

Senator  Oliver.  Yes;  they  were  advanced  and  reduced.  I  think 
we  used  to  pay  only  about  a  dollar  a  ton  for  bringing  the  ore  down. 

Mr.  Gardner.  When  was  that  that  you  used  to  pay  about  a  dollar 
a  ton? 

Senator  Oliver.  Prior  to  1899. 

Mr.  Gardner.  In  the  nineties? 

Senator  Oliver.  About  that.  It  was  along  about  where  it  is  now 
in  the  nineties. 

Mr.  Young.  But  in  those  halcyon  days,  when  Carnegie  was  run- 
ning everything,  you  were  paying  $1.18  where  you  now  pay  96 
cents  for  the  same  service? 

Senator  Oliver.  No;  I  think  not. 

Mr.  Young.  That  was  the  testimony  before  us;  that  the  rate  was 
$1.18,  and  that  it  has  since  been  reduced  to  96  cents. 

Senator  Oliver.  Mr.  Reed  hands  me  a  memorandum  showing  that 
prior  to  April  1,  1907,  the  rate  was  $1.18 ;  but  I  rather  think  investi- 
gation will  show  that  the  rate  was  advanced  some  time  within  the 
10  years  prior  to  1907.  I  would  not  be  certain  about  that.  It  must 
be  recollected,  however,  that  in  those  days  the  tariff  rates  were  not 
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always  the  rates  that:  were  paid;  and  that  prevails  to  a  greater  or 
less  extent  everywhere. 

The  Chairman.  Has  that  been  corrected,  as  far  as  Pittsburgh  is 
concerned  ? 

Senator  Oliver.  I  assume  so,  and  I  believe  so.  I  assume  that  the 
railroads  are  strictly  obeying  the  law.  I  know  if  I  were  a  customer 
of  the  railroads  I  do  not  thSik  I  would  dare  to  take  anything  in  the 
shape  of  special  privileges  that  were  offered  to  me. 

What  I  was  going  to«ay  is  this:  That  Pittsburgh  had  such  an  un- 
doubted advantage  in  those  days  in  manufacturing  that  our  own 
people  were  not  insistent  on  fighting  for  their  rights.  Other  dis- 
tricts did  fight,  and  they  got  their  rates  reduced.  We  could  not 
do  so. 

Then,  there  is  another  thing  that  has  to  be  borne  in  mind :  Pitts- 
burgh was  always  a  big  customer  of  the  railroads.  Consequently 
a  reduction  in  the  rate  to  Pittsburgh  meant  a  very  great  reduction 
in  the  revenues  of  the  railroads;  whereas  a  man  might  be  building 
a  furnace  at  Steubenville,  for  instance,  or  at  some  new  place,  and  they 
could  make  a  new  commodity  rate  on  that,  and  could  afford  to  give 
him  a  low  rate,  and  that  rate  would  continue  on  and  on,  or  some  pro- 
portionate rate  would  continue. 

Mr.  Young.  But,  Senator,  the  principal  business  of  Pittsburgh 
is  the  manufacture  of  iron  and  steel  ? 

Senator  Oliver.  Yes;  of  course. 

Mr.  YoTJNO.  And  during  the  last  10  years,  how  has  the  prosperity 
of  Pittsburgh  compared  with  its  prosperity  in  any  other  previous  10 
years  in  its  history? 

Senator  Oliver.  Pittsburgh  has  steadily  advanced.  It  is  advanc- 
ing to-day. 

Mr.  Young.  Has  its  population  largely  increased? 

Senator  Oliver.  I  think  the  ratio  of  increase  in  the  city  proper  in 
the  decade  has  been  about  21  per  cent. 

Mr.  Young.  In  the  last  10  years  have  Jones  &  Laughlin  consider- 
ably increased  the  capacity  of  their  works  at  Pittsburgh  ? 

Senator  Oliver.  They  have  in  process  what  will  probably  be  a 
duplication  of  their  worlss.  They  have  already,  I  understand,  four 
stacks  built. 

Mr.  Young.  That  is,  they  are  doubling  their  capacity  ? 

Senator  Oliver.  They  are  practically  doubling  their  capacity  and 
adding  new  industries.  For  instance,  they  were  never  in  the  wire 
business  before,  and  they  are  building  a  very  large  wire  plant.  I 
imderstand  they  have  built  and  have  in  operation  a  big  tinplate 
plant. 

Mr.  Young.  Have  the  Steel  Corporation  subsidiaries  increased 
their  capacity  during  the  last  10  years  at  Pittsburgh  ? 

Senator  Oliver.  Oh,  yes;  but  not  to  the  same  extent.  They  have 
added  to  them,  however. 

Mr.  Eeed.  Here  are  the  figures  of  the  tonnage. 

Senator  Oliver.  This  record  of  tonnage  will  show  it  very  well. 

In  1897,  the  total  tonnage  of  Pittsburgh  was  43,997,000  tons,  of 
which  36,679,000  tons  were  moved  by  railroads. 

In  1910,  the  tonnage  was  167,733,268,  of  which  156,301,000  were 
moved  by  rail. 

Mr.  Young;  Which  shows  rather  a  healthy  growth  for  Pitts- 
burgh? 
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Senator  Olivee.  Oh,  Pittsburgh  is  no  decrepit  citizen. 

Mr.  Steelikg.  That  is  the  tonnage  in  and  out? 

Senator  Oliveh.  That  is  the  tonnage  in  and  out.  Of  course,  that 
includes  a  good  deal  of  stuff  moved  from  one  works  inside  of  the 
district  to  another  works  inside  the  district. 

The  tonnage  of  Pittsburgh  is  said  to  equal  the  combined  tonnage 
of  any  other  five  cities  in  the  world,  and  I  believe  it  to  be  true. 

Mr.  Steeling.  Including  all  kinds  of  freight? 

Senator  Oliver.  Yes,  sir.  "• 

The  Chairman.  You  spoke  of  the  growth  of  Jones  &  Laughlin's 
plant.  Have  they  an  incorporated  plant  facility  somewhat  similar 
to  the  Union  Railroad  and  which  receives  somewhat  similar  allow- 
ances from  connecting  carriers? 

Senator  Oliver.  Mr.  Chairman,  I  know  that  they  have  what  is 
called  the  Monongahela  connecting  railroad.  I  know  that  the  Car- 
negie Steel  Co.  has  what  is  known  as  the  Union  Railroad.  Beyond 
that,  however,  I  know  nothing.  I  do  not  know  anything  about  their 
allowance. 

The  Chairman.  Do  you  know  whether  or  not  the  Jones  &  Laughlin 
plant  built  a  bridge  across  the  Monongahela  River  at  a  cost  to  them 
of  $1,000,000,  in  order  to  connect  with  carriers  on  the  other  side  of 
the  river,  and  in  order  to  secure  those  concessions  which  are  now  en- 
joyed by  the  Union  Railroad  ? 

Senator  Oliver.  They  built  a  bridge  across  the  Monongahela  River. 
Not  being  in  the  confidence  of  the  concern,  I  can  not  say  what  their 
object  was.  Their  primary  object,  however,  must  have  been  to  con- 
nect their  works,  because  their  blast  furnace's  are  on  one  side  of  the 
river  and  their  finishing  plants  are  directly  on  the  other  side,  so  that 
must  have  been  their  primary  object.  What  their  other  objects  were 
I  do  not  know. 

The  Chairman.  Their  plant  is  on  both  sides  of  the  river,  I  know. 

Senator  Oliver.  Yes. 

The  Chairman.  They  built  a  bridge,  which  they  own.  It  was  on 
their  own  property  ? 

Senator  Oliver.  Yes. 

The  Chairman.  They  transported  freight  across  this  river  on  their 
own  plant  facility  and  received  certain  allowances  for  the  reason  that 
their  terminal  allowances  were  exceedingly  expensive,  including  this 
bridge? 

Senator  Oliver.  You  probably  have  information  about  that  that 
I  have  not. 

The  Chairman.  I  thought  maybe  you  knew  about  it. 

Senator  Olivee.  No  ;  I  do  not. 

The  Chaieman.  We  are  very  grateful  to  you  for  your  courtesy, 
Senator. 

Mr.  Roland  will  be  the  next  witness. 

Mr.  RossEE.  May  I  suggest,  Mr.  Chairman,  that  inasmuch  as 
you  are  entering  into  a  discussion  of  a  contract  made  between  the 
Birmingham  Southern  and  the  Atlanta,  Birmingham  &  Atlantic 
Railroaa,  the  conditions  to  be  brought  out  in  that  connection  may  be 
explained  better  by  Mr.  Atkinson  than  by  Mr.  Roland,  and  I  would 
suggest  that  Mr.  Atkinson  be  examined  first. 

The  Chaieman.  The  committee  will  be  glad  to  adopt  that  sugges- 
tion. 
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STATEMENT  OF  MR.  H.  M.  ATKINSON. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  The  committee  wishes  to  know  the  whole  truth 
with  reference  to  this  situation,  and  for  that  reason  the  chairman 
has  called  before  the  committee  both  those  who  are  in  the  Interstate 
Commerce  Conomission,  those  who  have  objected,  and  those  who  have 
defended  this  arrangement  by  which  the  Atlanta,  Birmingham  & 
Atlantic  Railroad  was  to  receive  a  certain  advantage  in  its  tonnage. 
For  that  reason  I  had  process  issued  for  the  officers  of  the  Atlanta, 
Birmingham  &  Atlantic  in  order  to  give  them  the  same  opportunity 
to  explain  this  condition  that  I  did  to  the  others  to  condemn  it. 

We  shall  be  glad  to  have  you  make  any  statement  you  care  to  sub- 
mit with  reference  to  it. 

Mr.  Atkinson.  If  you  will  permit  me,  Mr.  Chairman,  I  think  per- 
haps a  brief  description  of  the  physical  conditions  of  the  Birming- 
ham district  will  throw  light  on  the  matter  and  give  a  clear  under- 
standing of  the  situation. 

The  Atlanta,  Birmingham  &  Atlantic  -JJailroad  is  a  new  railroad 
completed  to  the  Birmingham  district  within  the  last  two  years — 
between  two  and  three  years.    It  built  a  4ine  from  Brunswick 

Mr.  Young.  Where  is  Brunswick? 

Mr.  Atkinson.  It  is  on  the  coast  of  Georgia.  It  is  not  shown  on 
this  map.  It  is  on  the  coast,  in  a  southeasterly  direction  from  Bir- 
mingham. It  built  this  line  of  railroad  from  Brunswick,  on  the 
coast  of  Georgia,  a  distance  of  about  430  miles  from  Birmingham,  in 
a  northwesterly  direction  to  the  town  of  Bessemer,  through  the  town 
of  Bessemer,  as  I  am  tracing  this  line  on  the  map,  into  the  city  of 
Birmingham,  where  it  has  its  local  freight  terminal. 

It  also  built  a  line  of  railroad  from  Bessemer,  this  junction  [indi- 
cating on  map] ,  through  the  coal  fields  to  this  mine  at  Mulga. 

The  industrial  district,  that  is,  the  territory  producing  the  ton- 
nage of  the  Birmingham  district,  extends,  you  might  say,  generally 
alopg  these  lines  of  railroad,  starting  at  East  Thomas,  along  through 
Thomas,  Pratt  City,  Ensley — where  the  plants  of  the  Tennessee  Co. 
are  the  principal  plants — Corey,  and  back  to  Bessemer. 

Mr.  Young.  Beginning  at  Birmingham?  . 

Mr.  Atkinson.  Yes.  The  development  of  the  district  is  generally 
where  these  lines  of  railroad  are,  and  the  main  tonnage-producing 
plants  of  the  district  are  on  these  lines  of  railroad. 

The  Southern,  the  Louisville  &  Nashville,  and  the  Frisco  all  have 
lines  connecting  the  city  of  Birmingham  and  the  city  of  Bessemer. 

The  Birmingham  Southern— and  that  is  what  I  wanted  to  bring 
out— has  its  main  line  connecting  Bessemer  through  Corey,  through 
Ensley,  through  Pratt  City,  Thomas,  East  Thomas,  and  back  into 
the  city  of  Birmingham.    I  have  traced  the  line  on  the  map  here. 

Mr.  Young.  Practically  paralleling  these  other  trunk  lines? 

Mr.  Atkinson.  The  tracks  are  absolutely  parallel  between  those 
points. 

The  Birmingham  Southern  is  a  terminal  railroad  in  the  Birming- 
ham district  with  about  a  hundred  miles  of  trackage.  The  line  that  I 
have  first  traced  on  the  map  here  is  what  they  term  their  main  line. 
It  is  difficult  to  indicate  with  clearness  on  this  map,  but  that,  gener- 
ally speaking,  is  their  main  line,  18  miles  long. 


2182  UNITED   STATES   STEEL   COBPORATION. 

The  Atlanta,  Birmingham  &  Atlantic,  of  course,  coming  as  a 
new  railroad  into  this  district,  wanted  to  reach,  and  does  want  to 
reach,  the  tonnage-producing  plants  of  the  district,  and,  of  course, 
in  looking  about  for  a  connection  to  reach  these  plants,  it  would 
naturally  select  a  friendly  connection;  that  is,  a  connection  that  is 
not  competitive.  And,  being  a  terminal  raUroad,  covering  a  dis- 
trict generally  as  I  have  indicated  here  on  the  map — although  I  have 
not  covered  all  its  lines — it  has  numerous  branch  lines  running  to 
its  coal  mines ;  this  is  one  of  them 

Mr.  Steeling.  Whose  branch  lines? 

Mr.  Atkinson.  The  Birmingham  Southern.  Up  here  to  Stock- 
ton, you  can  see  them  running  out  generally  through  the  coal  field. 
That  is  the  Pratt  coal  field ;  the  Pratt  seam. 

In  selecting  the  company  to  reach  the  tonnage  or  business  of  the 
district,  which  is  what  we  built  the  railroad  to  Birmingham  to 
reach,  we  naturally  looked  about  for  the  most  available  connection 
to  reach  those  industries  and  to  reach  this  tonnage. 

The  Birmingham  Southern  being  a  terminal  railroad  and  cover- 
ing that  territory  only,  and  not  reaching  out  to  competitive  points, 
is  our  natural  friendly  connection.  We  have  a  connection  here 
with  the  Birmingham  Southern  at  Bessemer. 

Mr.  Young.  Where  is  their  line  running  from  Birmingham  ? 

Mr.  Atkinson.  Their  line  comes  down  here,  to  Ensley.  It  runs 
completely  around  this  loop  a  distance  of  about  15  miles  from 
Bessemer  through  all  these  plants  back  to  the  city  of  Birmingham. 

The  Chairman.  As  I  understand,  the  other  trunk  lines  like  the 
Louisville  &  NashvUle  and  the  Southern  can,  if  necessary,  physically 
reach  within  a  few  feet  of  these  various  industries  and  your  line 
can  not  ? 

Mr.  Atkinson.  Our  line  can  not ;  that  is  the  difference.  There  is 
a  radical  difference  between  our  position  and  the  position  of  those 
trunk  lines  with  reference  to  the  plants  which  are  reached,  as  I  have 
just  explained. 

The  Chairman.  As  I  understand  further,  the  Birmingham  Soiith- 
ern  is  necessary  to  you  in  order  to  secure  the  freight  of  these  indus- 
tries located  in  this  Birmingham  group.  The  Birmingham  South- 
ern is  not  necessary  to  these  other  railroads,  unless  they  choose  to 
utilize  it  ? 

Mr.  Atkinson.  That  is  correct. 

Mr.  KossER.  And  that  means  a  large  per  cent  of  freight? 

Mr.  Atkinson.  The  substantial  tonnage  of  the  whole  district. 

The  Chairman.  I  tried  to  state  his  case  as  fairly  as  I  could. 

Mr.  Atkinson.  Of  course,  that  does  not  apply  to  quite  a  number 
of  coal  mines  of  the  Tennessee  Co.,  which  are  reached  only  by  the 
rails  of  the  Birmingham  Southern  Railroad. 

I  will  illustrate  now  the  condition;  that  is,  the  difference  between 
our  dealing  with  the  Birmingham  Southern  and  dealing  with  the 
trunk  lines.  It  is  just  purely  a  business  question. 
.  In  handling  the  incoming  or  outgoing  freight  over  the  Atlanta, 
Birmingham  &  Atlantic  out  of  the  city  of  Birmingham,  I  have 
traced  our  main  line  on  this  map.  At  about  this  point  in  Birming- 
ham we  have  physical  connections  with  the  Atlanta,  Birmingham 
&  Atlantic,  and  physical  connections  with  all  the  different  trunk 
lines,  and  our  points  of  interchange  of  freight  traffic  with  the  trunk 
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nnes  would  be  about  where  my  ruler  is  pointed  on  the  map  here. 
1  ain  not  going  into  all  the  details  of  the  arrangement,  but  that  point 
would  be  about  the  point  of  interchange  where  freight  delivered  by 
us  or  received  by  us  from  the  other  trunk  lines  going  to  all  this 
region  would  be  interchanged.  That  is,  we  would  haul  it  up  14 
miles  from  Bessemer  to  Birmingham,  and  there  deliver  or  receive 
from  these  trunk  lines,  and  there  pay  them  the  district  rates  for 
the  distribution. 

Mr.  YoTJNG.  Does  the  Atlanta,  Birmingham  &  Atlantic  extend  up 
to  that  point? 

?^.-  -Atkinson.  Yes ;  right  about  there  is  the  terminus,  in  the  city 
of  Birmingham  [indicating  on  the  map].  There  is  where  we  would 
interchange. 

Take  for  illustration  a  carload  of  freight,  we  will  say  pig  iton  or 
coal,  coming  from  Ensley,  and  it  wbuld  come  over  the  Southern 
Railway  or  the  Louisville  &  Nashville,  and  be  delivered  to  us  right 
at  this  point  of  interchange,  and  we  would  pay  the  Louisville  & 
Nashville  or  the  Southern  Railway  what  is  called  the  district  rate, 
which,  in  the  case  of  coal,  I  think  is  30  cents  a  ton,  and  in  the  case  of 
iron  is  25  cents  a  ton.  That  is,  we  pay  these  rates  to  the  other  roads 
for  delivering  freight  to  us  at  this  point.  The  territory  we  reach  is 
competitive  with  those  roads. 

Practically  all  of  the  principal  business  points  are  competitive 
with  one  or  the  other  of  those  roads,  so  that  you  will  see  it  is  neces- 
sarily an  absolute  business  deduction  that  ihose  roads  are  not  going 
to  give  us  freight  here  [indicating  on  map]  and  receive  26  or  30 
cents,  or  whatever  the  case  may  be,  when  they  can  take  it  to  Atlanta, 
using  that  as  an  illustration,  and  get  the  entire  rate — get  the  long 
haul.  But  we  can  deal  with  this  Birmingham  &  Southern,  which 
has  no  such  competitive  interest,  and  we  have,  under  this  contract 
which  we  entered  into  with  them,  reached  a  scale  of  rates  which  is 
actually  lower  than  the  rates  these  roads  charge  us  here  for  this 
same  service,  and  in  addition  by  dealing  with  the  Birmingham 
Southern  at  this  point  we  save  a  haul  of  14  miles,  in  addition  to  the 
saving  in  money,  because  the  Birmingham  Southern  interchanges 
with  us  here  at  Bessemer. 

The  whole  proposition  is  nothing  in  the  world  but  the  simplest 
kind  of  a  business  proposition.  That  is  all  there  is  in  it.  I  do  not 
blame  any  of  my  railroad  friends  in  the  matter  at  all.  It  is  just 
plain  business. 

Mr.  Young.  It  is  largely  a  question  of  whether  you  get  your  share 
of  this  business  or  whether  they  get  the  whole  of  it? 

Mr.  Atkinson.  Yes.    They  want  the  whole  of  it. 

Mr.  Littleton.  Does  that  cheapen  the  rate  to  the  common  points 
on  vour  line? 

Mr.  Atkinson.  Not  at  all? 

Mr.  Littleton.  I  mean,  to  the  persons  making  shipments  out  of 
Birmingham,  as  competitive  between  you  and  the  other  lines? 

Mr.  Atkinson.  It  simplj^  puts  the  Birmingham  rates  into  effect 
on  the  Birmingham  Southern  road,  which  is  not  the  case  to-day; 
that  is,  a  shipper  delivering  to  the  Birmingham  Southern  road  to- 
day has  to  pay  its  tariff  plus  the  Birmingham  rate. 

For  instance,  a  shipper  here  located  at  Corey,  we  will  say,  on  the 
Birmingham  Southern  road,  wanting  to  route  a  freight  shipment, 
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we  will  say,  to  Atlanta  over  the  Alabama,  Birmingham  &  Atlantic 
Railroad;  that  is,  by  the  Birmingham  Southern  to  Birmingham  or 
Bessemer,  as  the  case  might  be,  and  by  the  Atlanta,  Birmingham  ^ 
Atlantic  road  to  Atlanta,  imder  the  present  arrangement  would  have 
to  pay  the  Birmingham  Southern's  local  tariff  plus  the  Birmingham 
rate,  which  the  Atlanta,  Birmingham  &  Atlantic  charges;  that  is, 
the  shipper  local  to  that  road  is  worse  off  by  the  amount  of  the 
local  tariff  of  the  Birmingham  Southern  Eailroad. 

Mr.  Gardner.  He  would  be  worse  off  than  he  would  be  under  the 
arrangement  which  is  now  in  dispute  before  the  Interstate  Com- 
merce Commission? 

Mr.  Atkinson.  Yes. 

Mr.  Gardner.  That  is  to  say,  the  local  shipper  would  gain  some 
advantage  ? 

Mr.  Atkinson.  Yes ;  he  would  get,  under  this  tariff  we  have  filed, 
the  Birmingham  rate  from  that  point. 

Mr.  Gardner.  How  much  do  those  local  shipments  amount  to? 

Mr.  Atkinson.  You  mean  on  the  Birmingham  Southern? 

Mr.  Gardner.  Yes. 

Mr.  Atkinson.  They  can  not  amount  to  anything  under  this 
present  condition  of  things,  because  no  one  will  do  that.  That  is 
the  very  point.  These  tariffs  that  we  filed  are  the  only  things  that 
wiU  permit  the  Birmingham  Southern  to  do  a  general  common- 
carrier  business. 

Mr.  Gardner.  And  the  rate  will  be  less  for  the  shipper  on  points 
along  the  Birmingham  Southern  if  this  goes  through? 

Mr.  Atkinson.  Yes.  That  is,  it  will  put  into  effect  on  the  Bir- 
mingham Southern  road  the  same  conditions  that  exist  on  the  trunk 
lin^s  in  that  territory. 

Mr.  Beall.  As  the  situation  is,  shipments  that  go  over  the  Louis- 
ville &  Nashville  or  the  Southern  from  that  point  that  you  named 
get  the  Birmingham  rate  now? 

Mr.  Atkinson.  Yes. 

Mr.  Beall.  But  if  they  go  over  your  road,  they  get  the  Birming- 
ham rate,  plus  the  charge  that  is  imposed  by  the  Birmingham  South- 
ern? 

Mr.  Atkinson.  Yes;  that  is  correct. 

Mr,  Beall.  It  would  only  affect  shipments  over  the  Atlanta,  Bir- 
mingham &  Atlantic? 

Mr.  Atkinson.  That  is  the  point. 

Mr.  Littleton.  How  does  that  arrangement  affect  other  industries 
located  in  the  district? 

Mr.  Atkinson.  If  they  are  local  to  the  Birmingham  Southern,  it 
puts  them  at  a  disadvantage,  just  by  that  same  point  I  was  just 
explaining;  that  is,  a  point  located  on  the  lines  of  the  Birmingham 
Southern  and  local  to  it  that  is  not  reached  or  not  having  access  to 
the  other  trunk  lines  is  at  a  disadvantage  by  the  amount  charged  by 
the  Birmingham  Southern  road  as  a  local  tariff. 

Mr.  Young.  The  statement  was  made  by  a  former  witness  that 
there  were  about  30  small  industries  which  were  only  reached  by  the 
Birmingham  Southern.    Do  you  thiuk  that  is  correct? 

Mr.  Atkinson.  I  do  not  think  the  statement  was  made  exactly  in 
that  way. 

Mr.  Young.  That  is  the  way  I  understood  it. 
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Mr.  Atkinson.  I  think  the  statement  was  that  there  are  about 
30  independent  plants.  By  independent  plants  .we  mean  plants  that 
are  not  controlled  by  or  associated  with  the  Tennessee  Coal,  Iron  & 
Kailroad  Co.  or  reached  by  the  raUs  of  the  Birmingham  Southern. 
I  *hink  a  good  many  of  those  plants  are  reached  also  by  the  rails 
of  the  other  trunk  lines. 

Mr.  Reed.  To  answer  Mr.  Young's  question,  I  ask  leave  to  offer 
m  evidence  circular  No.  2  of  the  Birmingham  Southern  EaUroad  Co., 
issued  January  1, 1911,  giving  a  list  of  the  various  industries  located 
on  its  lines. 

The  Chairman.  There  is  no  objection. 

(The  paper  so  offered  in  evidence  is  as  follows :) 

Birmingham  Southern  Railroad  Co.  Circular  No.  2,  containing  list  of  industries 
located  on  trades  of,  or  having  track  connection  with,  Birmingham  Southern 
Railroad. 

[Issued  January   1,  1911.     Issued  by  A.  W.   Carey,  traffic  manager,   Birmingham,  Ala.] 

BIRMINGHAM. 

Birmingham  Railway,  Light  &  Power  Co__Coal  yard. 

Birmingham  Railway,  Light  &  Power  Co— Gas  works. 

Caldwell-Watson  Foundry  &  Machfne  Oo__Machine  shop  and  foundry. 

DuBose  Bros.  Co Scrap  iron,  etc. 

Frisco  Coal  Co Retail  coal  yard. 

Ivy  Leaf  &  Piper  Coal  Co Retail  coal   yard. 

McCarty  Coal  Co Retail  coal  yard. 

Montgomery  Coal  Washer  &  Manufactur- 
ing   Co 5 Coa]   washing  machinery. 

Robertson   Bricli    Co Brick  manufacturers. 

Sutton  Coal  Co Coal  yard. 

Tennessee    Coal,    Iron    &    Railroad    Co. 

(Alice  furnace) Coke  and  pig  iron. 

Tennessee    Coal,    Iron    &    Railroad    Co. 

(Linn    Iron   Works) Machine  shops. 

Tennessee    Coal,     Iron    &     Railroad    Co. 

(warehouse)  Wholesale  stores. 

Wood,  W.  D.,  Lumber  Co Building  material,  etc. 

EAST  THOMAS. 

McLaughlin,  James Coal  yard. 

Pratt  Land  &  Improvement  Ccf Coal  and  lumber  yard. 

THOMAS. 

•  Republic  Iron  &  Steel  Co Coal,  coke,  and  pig  iron. 

PEATT    CITT. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  and  coke. 

V  SHABON    HILL. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

State  of  Alabama Prison. 

ENSLEY. 

Barrett  Manufacturing  Co RooHng  materials,  tar,  and  pitch. 

Bessemer  Fire  Brick  Co , Brick  manufacturers. 

Bessemer  Grocery  Co ..Wholesale  groceries. 

Byrum  &  Butcher  Hardware  Co Builders'  supplies  and  hardware. 
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Culpepper,  J.  F Building  contractor. 

Einpire  Plow  Co Farming  implements. 

Eiihley  Machine  &  Foundry  001 Machine  shop  and  roundry. 

Ensiey  Wood  Working  Co Lumber,  etc. 

Goff,  A.  L Cement  blocks. 

Hickman,  R.  S Retail  coal  yard. 

Hill,   Jackson ' Lumber  and  builders'   supplies. 

Malarkey  Construction  Co General  contractors. 

Morrison,  John Retail  coal  yard. 

Pioneer  Lumber  Co Lumber. 

Semet-Solvay  Co Coke  and  by-products  of  coal. 

Southern  Bell  Telephone  Co Material  yard. 

Southern  Cement  Co Cement  works. 

Tennessee    Coal,    Iron    &    Railroad    Co. 

(coal  mines,  coke  ovens,  blast  furnaces, 

steel  and  rail  mills) Coal,  coke,  pig  iron,  steel,  and  rails. 

WTLAM. 

Consolidated  Mercantile  Co General  merchandise. 

Twin  Cities  Lumber  Co Building  material,  coal. 

EDGEWATEB. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

BATVIEW. 

Dravo  Contracting  Co Contractors. 

Tennessee  Coal,  Iron  &  Railroad  Co Waterworks. 

BEYNTON. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

BIDGEFIELD. 

state  of  Alabama Prison. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

LAKETON. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

TIPTON. 
Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

THOMPSON. 

Jefferson  Powder  Co Powder  worlcs. 

Republic  Iron  &  Steel  Co Coal  mines. 

STOCKTON. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

COEET. 

American  Steel  &  Wire  Co Wire  manufacturers. 

Adams,  J.  G Building  material. 

Corey  Lumber  Co Building  material. 

Harbison  Walker  Refractories  Co .Fire  brick. 

Mark,  F.  W Contractor. 

Tennessee  Coal,  Iron  &  Railroad  Co JBy-product  coke  ovens. 
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BESSEMEB. 

Bessemer  Fire  Brick  Co ^^ ,_^__Brie]i  manufacturers. 

Birmingham  Railway,  Light  &  Power  Co_-Connectien  tp  reach  iijduBtrles  on 

their  traces. 

Jefferson  Fertilizer  Co Fertiliser  works. 

Tennessee  Coal,  Iron  &  Railroad  Co.  (coke   Ooke,  pig  iron,  bars,  plates,  and  light 
ovens,  blast  furnaces,  and  rolling  mUl).        rails, 

Mr.  yptJijG,  Some  of  th,ese  places  £|.re  reached  by  othe?:  lipes? 

Mr.  Atkinsoj^.  Most  o:f  them. 

Mr.  Panfoeth.  Do  you  know  how  many  of  these  independent 
industries  or  plants  are  reached  only  by  the  Birmingbaia  Southern 
and  reached  only  by  its  rails? 

Mr.  Atkinson.  I  can  not  answer  that  from  memory.  I  have  heard 
testimony  on  that,  and  I  think  it  is  in  the  record  before  the  Inter- 
state Commerce  Commission,  but  I  can  not  answer  that  froKi  naemery. 

Mr.  Danfoeth.  Can  you  not  collate  that  and  give  it  to  us? 

Mr.  Atkinson.  I  think  we  can  do  that;  yes. 

Mr.  Danfoeth.  So  that  we  may  have  it  in  the  record. 

Mr.  Atkinson.  Yes,  sir. 

The  CecaieSian.  If  this  arrangement  shoijld  go  in,to  effect,  you 
wQuld  deliver  to  various  points  freight  tendered  to  you  by  the  Wood- 
ward Iron  Co.,  the  Republic  Iron  &  Steel  Co.,  tibe  Sl<ws-Sheffield,  a»d 
these  other  concerns  in  that  Birmingham  group,  would  you  not  ? 

Mr.  Atkinson.  Yes. 

The  Chairman.  The  difference  between  the  charge  to  these  con- 
cerns and  the  charge  to  the  Tennessee  Coal,  Iron  &  Railroad  Co,  per 
ton  or  to  the  Birmingham  Southern  Railroad  WQuld  be  2Q  Qe^ts  a 
ton,  would  it  not? 

Mr.  Atkinson.  I  do  not  know  that  I  understand  that  question 
thoroughly. 

The  Chairman.  I  will  frame  nw  question  over  again. 

In  the  event  that  the  Sloss- Sheffield  people  or  the  Woodward  Iron 
Co.  or  the  Republic  Iron  &  Steel  Co.  should  tender  freight  at  Besse- 
mer, and  the  Birmingham  Southern  should  tender  you  some  freight 
at  Bessemer  or  at  any  other  point  in  that  vicinity,  the  difference  per 
ton  charged  for  transportation  of  that  freight  would  be  20  cents, 
would  it  not? 

Mr.  Atkinson.  I  can  not  answer  that,  Mr.  Chairman,  because  the 
premise  you  have  stated  is  an  impossible  one.  I  mean,  that  condi- 
tion could  not  exist.  I  think  I  can  answer  your  question,  however, 
in  a  different  way. 

I  do  not  mean,  and  I  do  not  think  I  created  the  impression  that 
this  territory,  these  plants,  are  not  served  by  the  other  lines.  If  any 
one  of  the  trunk  lines  reaching  Ensley  takes  a  carload  of  freight  to 
Birmingham  and  delivers  to  a  connecting  trunk  line,  the  connect- 
ing trunk  line  absorbs  its  district  rate,  as  it  is  called,  which,  in  the  case 
of  iron,  is  25  cents  a  ton,  and  in  the  case  of  coal  30  cents  a  ton,  This 
situation  that  we  would  create  is  a  competitive  situation. 

The  Chairman.  I  understand.    I  wUl  reframe  my  question. 

Have  you  any  physical  connection,  any  way  of  reaching  the  plants 
of  these  various  concerns — the  Sloss- Sheffield,  the  Republic  Iron  & 
Steel  plant,  and  the  other  plants  ? 
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Mr.  Atkinson.  Not  with  our  own  rails. 

The  Chaibman.  Not  with  your  own  rails? 

Mi".  Atkinson.  No,  sir. 

The  Chairman.  They  have  no  physical  connection  with  you ;  that 
is,  their  rails  do  not  touch  you  ? 

Mr.  Atkinson.  No,  sir. 

The  Chairman.  If  you  should  receive  freight  from  them  by  any 
means,  would  you  grant  that  concession  of  20  cents  a  ton  unless  the 
Birmingham  Southern  should  be  the  carrier  tendering  you  that 
freight? 

]\&.  Atkinson.  Yes.  We  would  have  to,  if  we  could  get  it  from 
any  of  the  other  roads  in  that  district ;  we  have  to  pay  30  cents  or 
25  cents. 

The  Chairman.  If  the  other  roads  tender  it  to  you? 

Mr.  Atkinson.  Yes. 

The  Chairman.  That  is  their  charge? 

Mr.  Atkinson.  Yes ;  except  the  m)odward  Iron  Co.  The  Wood- 
ward Iron  Co.  is  the  only  one  we  reach. 

The  Chairman.  If  that  arrangement  should  go  into  effect,  and 
these  other  concerns  should  not  use  your  road,  but  should  ship  over 
the  Southern  and  the  Louisville  &  Nashville,  or  any  other  road  not 
concurring  in  this  agreement  and  not  malting  that  concession,  the 
difference  between  the  cost  of  transportation  to  the  roads  which  did 
not  avail  themselves  of  this  traffic  arrangement  of  the  Birmingham 
Southern  and  the  other  roads  would  be  20  cents  a  ton,  would  it  not? 

Mr.  Atkinson.  I  am  sorry  to  say,  Mr.  Chairman,  that  T  do  not 
understand  that  question. 

The  Chairman.  I  will  ask  it  again. 

If  the  Louisville  &  Nashville  and  the  Southern  and  these  other 
railroads  carrying  freight  out  of  this  Birmingham  group  should 
refuse  to  grant  that  concession  to  the  Birmingham  Southern,  and 
those  companies  other  than  the  Tennessee  Coal  &  Iroji  Co.  should 
ship  that  freight  out  over  their  roads,  not  over  yours,  and  the  Ten- 
nessee Coal  &  Iron  Co.,  utilizing  the  Birmingham  Southern,  should 
ship  its  freight  out  over  your  road,  the  difference  between  the  charge 
to  them  and  the  charge  to  the  Tennessee  Coal  &  Iron  Co.,  or  to  the 
Birmingham  Southern,  would  be  20  cents  a  ton,  would  it  not,  for 
similar  services  ? 

Mr.  Atkinson.  I  can  not  answer  that  question,  Mr.  Chairman.  I 
am  sorry.  If  you  will  put  a  specific  case — an  absolute  shipment — I 
think  I  can  answer  it. 

The  Chairman.  I  will  put  a  specific  case,  then. 

Take  the  Woodward  Iron  Co.    They  have  their  own  rails  ? 

Mr.  Atkinson.  Yes.  Their  furnaces  are  right  here,  the  Wood- 
ward furnaces  [indicating  on  map]. 

The  Chairman.  With  what  roads  does  the  Woodward  Iron  Co. 
make  physical  connection  ? 

Mr.  Atkinson.  They  have  physical  connection  with  the  Southern 
Kailway,  the  Louisville  &  Nashville,  the  Frisco,  and  with  the 
A..  B.  &  A. 

The  Chairman.  All  right. 

Suppose  the  Woodward  Iron  Co.  wanted  to  ship  a  carload  of  pig 
iron  to  Atlanta.    What  would  be  the  rate  per  ton  on  that  carload  oi 
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pig  iron  from  the  Woodward  furnaces  to  Atlanta  over  the  road 
making  the  connection,  the  Louisville  &  Nashville 

Mr.  Atkinson.  The  rate,  as  I  remember,  is  $1  a  ton,  or  $1.30  a  ton. 

The  Chairman.  Suppose  the  Birmingham  Southern  tendered  you  . 
a,  similar  car  similarly  loaded,  to  be  delivered  to  Atlanta,  what  would 
you  get  out  of  that  carriage  ?    What  would  your  charge  be  ? 

Mr,  Atkinson.  Under  this  arrangement  we  would  get  that  rate 
less  20  cents  a  ton. 

Mr.  Sterling.  The  shipper  would  pay  the  same  ? 

Mr.  Atkinson.  Yes. 

The  Chairsian.  But  you  would  get  that  much  less  ? 

Mr.  Atkinson.  Yes. 

That  condition  would  not  apply  at  Woodward.  I  understood 
your  question  to  mean  that  if  the  Birmingham  Southern,  at  any 
point  on  its  line  in  this  district — Ensley,  for  instance — delivered  us  a 
carload  of  iron 

Mr.  Gardner.  Why  not  take  the  Kepublic  plant  for  illustration? 
The  A.,  B.  &  A.  does  not  connect 

The  Chairman.  The  Atlanta,  Birmingham  &  Atlantic  has  physi- 
cal connection  with  the  Woodward  plant,  has  it  not  ? 

Mr.  Atkinson.  Yes ;  we  have. 

The  Chairman.  You  have  physical  connection  with  the  Woodward 
Iron  Co.? 

Mr.  Atkinson.  Yes. 

The  Chairman.  Say  they  tender  you  a  carload  of  pig  iron,  and  the 
Atlanta,  Birmingham  &  Atlantic  tender  you  a  carload  of  pig  iron; 
what  is  the  difference  between  the  sum  you  receive  for  identical 
service  from  the  freight  tendered  you  by  the  Woodward  Iron  Co. 
and  the  freight  tendered  you  by  the  Birmingham  Southern  Eail- 
road  Co.? 

Mr.  Atkinson.  The  Woodward  plant  would  not  be  affected  by  this 
at  all,  because  we  have  direct  connection  with  the  Woodward,  near 
their  furnaces.  The  Woodward  is  not  involved  in  this  arrangement 
at  all. 

The  Chairman.  I  understood  you  to  say  that  the  Woodward  Iron 
Co.  connect  with  you  ? 

Mr.  Atkinson.  It  does.  We  have  physical  connection  with  the 
Woodward  Iron  Co.    We  would  get  their  freight  direct. 

The  Chairman.  That  is  what  I  am  trying  to  get  at.  Does  the 
Woodward  Co.  really  connect  with  the  Atlanta,  Birmingham  & 
Atlantic  ? 

Mr.  Atkinson.  Yes. 

The  Chairman.  Where  does  it  connect? 

Mr.  Atkinson.  Eight  at  this  point ;  Woodward  Junction,  I  believe 
it  is  [indicating  on  map]. 

The  Chairman.  Suppose  you  get  a  carload  of  freight  there  ten- 
dered to  the  Atlanta,  Birmingham  &  Atlantic,  and  you  get  another 
carload  of  freight,  similar  in  all  respects,  pig  iron,  for  example, 
tendered  you  at  Bessemer  by  the  Birmingham  Southern,  destined  for 
Atlanta;  what  would  be  the  difference  in  amount  your  company 
would  receive  from  those  two  carloads  of  freight  ? 

Mr.  Atkinson.  It  would  be  20  cents  a  ton. 
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Mr.  Littleton.  Twenty  cents  would  go  to  the  Birmingham  South- 
em  in  the  one  case,  and  in  the  other  case  your  direct  line  touches  this 
particular  plant  and  nothing  would  go  to  any  person  ? 

Mr.  At^hnson.  Exactly. 

Mr.  Danfo^tij.  The  freight  the  shipper  pays  would  he  the  same? 

Mr.  Atkinson.  Exactly  the  same. 

Mr.  Sterling.  It  is  1  o'clock,  Mr.  Chairman;  had  we  ijot  better 
take  a  recess? 

Mr.  Atkinson.  There  is  a  little  more  I  should  like  tp  say  hefore 
finishing  my  testimony,  Mr.  Chairman. 

The  Chaieman.  Yes. 

Mr.  Littleton.  If  you  should  undertake  to  cpncliide  before  the 
recess,  Mr.  Atkinson,  you  would  probably  not  be  able  to  say  all  that 
you  wished  to  place  before  the  committee,  an(J  it  would  be  better  for 
you  to  return. 

The  Chairman.  Yes.  It  is  better  for  you  to  come  back  this  after- 
noon. 

(Whereupon,  at  1.10  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m.) 

AFTER  RECESS. 

The  committee  met,  pursuant  to  the  taking  of  recess,  at  2.30  o'clock 
p.  m.,  Hon.  Augustus  O.  Stanley  (chairman)  presiding. 

STATEMENT  OF  MR.  M.  H.  ATKINSON— Continued. 

Mr.  Gardner.  Mr.  Chairman,  I  should  like  to  ask  Mr.  Atkinson 
some  questions.  First,  I  want  to  say  that  I  have  been  intimate  with 
Mr.  Atkinson  ever  since  he  was  a  boy,  and  I  was  at  Harvard  with 
him,  and  I  have  been  out  at  lunch  with  him,  and  I  have  seen  him 
several  times  since  he  has  been  here,  and  this  is  the  first  time  that  I 
have  talked  with  him  about  his  business.  I  have  s,uspected,  knowing 
his  connection  with  Boston,  and  being  a  Boston  Boy,  that  the  Atlanta, 
Birmingham  &  Atlantic  is  largely  financed  by  Boston  capital,  largely 
by  personal  acquaintances  and  friends  of  mine,  and  therefore  I  want 
it  thoroughly  understood  that  in  this  examination  I  am  trying  to 
elicit  the  facts,  without  concealing  the  connection  that  I,  myself, 
might  have  with  the  facts.  I  have  no  connection  with  the  railroad 
or  no  investment  in  it,  and,  in  fact,  I  was  perfectly  unawares  of  the 
title  of  the  railroad,  but  I  knew  that  Boston  capital  was  invested  in 
a  great  many  industries  in  Atlanta  and  Birmingham  through  the 
instrumentality  of  Mr.  Atkinson. 

The  Chairman.  I  had  the  pleasure  of  meeting  Mr.  Atkinson  per- 
sonally before  he  went  on  the  stand,  and  found  him  a  most  delightful 
gentleman,  and  I  might  have  suspected  such  an  association  as  you 
mention. 

Mr.  Gardner.  Now,  Mr.  Atkinsonj  I  wish  you  would  describe  to 
the  committee  the  difference  in  service  which  it  is  expected,  under 
your  agreement  with  the  Birmingham  Southern,  that  it  shall  per- 
form for  you,  as  distinguished  from  the  services  which  it  now  per- 
forms for  the  plants  of  the  Tennessee  Coal  &  Iron  Co.,  for  whom  it 
does  what  some  people  have  called  a  mere  switching  service. 
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Mr.  Atkinson.  I  can  best  answer  that  cfiiestion  by  explaining  that 
the  Atlanta,  Birmingham  &  Atlantic  Eailroad,  coming,  from  Bruns- 
wick and  Atlanta  to  Bessemer,  has  physical  coilnections  with  the 
Birmingham  Southern  Railroad  at  Bessemer,  or  close  to  Bessemer, 
and  that  that  point  is  at  viarying  distainces.    Corey  is  about  7  miles 

from  Bessemer;   Ensley  is  possibly  8  or  9  miles;   is  peThaps 

12  or  13  cr  14  miles^I  -v^iU  not  ]t^  exact — and  Thomas  is  per- 
haps still  further;  and  on  to  the  city  of  Birmingham.  So  ihsit,  in 
dealiiig  with  the  Birmiiigham  Sonthetn  at  this  junction— thdt  is,  the 
Atlanta,  Birmingham  &  Atlantic  dealing  with  the  Southern:  in  the 
interchange  of  freight  business — the  Birmingham  Southern  wOuld 
perform  a  road  haul  varying  from  7  to  18  miles,  as  the  ca;se  might 
be,  in  delivering  freight  to  the  Atlanta,  Birmingham  &  Atlantic  at 
that  junction.  That  is  a  transportation  service,  as  I  have  explained, 
varying  from  7  to  18  miles,  and  is  a  roa;d  haul  as  distinguished  ffom 
a  switdiing  service. 

In  the  case  of  delivery  by  any  of  the  other  trunk  lines  to  the 
Atlanta,  Birmingham  &  Atlantic,  at  this  point,  which  is  our  junction 
also  [radicating  on  map],  the  average  haul  from  any  cit  these  pbints 
in  this  district  would  be  less,  and  for  that  haul  the  district  rate  is 
higher  thah  this  ^toposed  rate  to  the  Birmingham  Southern  for  the 
haul  to  this  junction  [indicating  on  map]. 

Mi".  Gaednek.  What  service  does  the  Birmingham  Southern  per- 
form for  the  plants  of  the  'Tennessee  Coal  &  Iron  Co.?  Is  there  a 
transportation  service  performed  by  the  Birmingham  Southern  for 
them? 

Mr.  ArkiNSON.  I  should  say  not ;  that  it  was  a  switching  service,  as 
distinct  from  a  transportation  or  road  haul.  That  is,  the  interchange 
track  for  the  steel  plant  at  Ensley,  or  for  the  receiving  and  delivery 
of  cars,  is  in  close  proximity  to  the  steel  plant,  and  in  that  case  the 
delivering  or  exchanging  of  cars  from  either  one  of  those  trunk  lines 
would  be  a  switching  service  as  distinct  from  a  road  haul. 

Mr.  Gardner.  If  I  understand  the  situation  rightly,  your  agree- 
ment proposes  that  the  Birmingham  Southern  shall  not  only  do  the 
switching  from  the  Tennessee  Coal  &  Iron,  but  shall  also  perform 
the  delivery  from  Corey  and  other  points  as  far  as  Bessemer,  in  the 
nature  of  a  transportation  service  ? 

Mr.  ATifiNSON.  That  is  exactly  correct. 

Mr.  Gardner.  Now  let  me  ask  you  whether  the  services  performed 
by  the  Birmingham  Southern  Railroad,  which  you  have  described  as 
switching  services — and  I  do  not  dispute  the  term,  nor  do  I  affirm  its 
correctness — for  the  plants  of  the  Tennessee  Coal  &  Iron  Co.,  ar^ 
analogous  to  the  services  performed  by  the  Sloss-Sheffield  Co.  for 
themselves  ? 

Mr.  Atkinson.  I  think  the  service  is  similar.  It  is  certainly  simi- 
lar in  results.  It  happens  that  the  Birmingham  Southern  has  gone 
to  much  greater  expense  in  supplying  facilities  for  the  receiving  and 
delivery  of  freight  from  and  to  the  trunk  lines  at  these  various  points 
than  is  the  case  with  any  of  the  other  companies,  or  at  least  any,  of 
them  that  I  know  of.  That  is,  the  Birmingham  Southern  has 
equipped  itself  in  all  respects  as  a  railroad,  and  has  provit^ed  ample 
facilities,  greater  facilities,  and  more  expensive  facilities  than  any  of 
the  other  furnace  plants  in  the  district.    Besides  that,  the  Birmmg- 
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ham  Southern,  as  I  have  stated,  is  an  incorporated  railroad.  It  has 
been  adjudicated  as  a  common  carrier  by  the  Railroad  Commission 
of  Alabama,  by  the  Legislature  of  Alabama,  and  by  court  decisions 
in  Alabama. 

Mr.  Gardner.  We  wiU  come  to  that  later.  I  want  to  come  now  to 
the  sei^ice  actually  performed. 

Mr.  Atkinson.  To  give  a  direct  answer  to  you,  I  should  say  that 
the  service  is  similar,  the  Birmingham  Southern — in  the  case  of  the 
Ensley  plant  and  these  other  plants  of  the  Tennessee  Co. — perhaps 
applying  a  greater  quantity  of  that  service. 

Mr.  Gardner.  It  differs  in  degree? 

Mr.  Atkinson.  In  degree  only. 

Mr.  Gardner.  In  its  nature,  it  is  that  which  the  Sloss-Sheffield  Co. 
does  for  itself  at  its  own  expense  ? 

Mr.  Atkinson.  Yes ;  I  should  say  so. 

Mr.  Gardner.  As  I  understand  it,  you  have  j&led  with  the  Inter- 
state Commerce  Commission  a  through  rate  which  is  at  present  held 
up  pending  decision  ? 

Mr.  Atkinson.  That  is  correct. 

Mr.  Gardner.  Would  it,  in  your  opinion,  be  possible  for  the  Inter- 
state Commerce  Commission  to  decide  that  you  were  entitled  to  file 
a  full  rate,  and  yet,  if  the  question  were  to  arise  whether  it  would 
be  proper  for  the  Birmingham  Southern,  operating  merely  on  behalf 
of  the  Tennessee  Coal  &  Iron  plants,  to  file  a  through  rate — would 
it  be  possible  for  the  Interstate  Commerce  Commission  to  decide  that 
those  are  entirely  different  principles,  and  that  you  might  file  a 
through  rate,  whereas  the  Birmingham  Southern  might  not  file 
through  rates  over  other  connections! 

Mr.  Atkinson.  I  would  say,  in  answer  to  that — of  course  this  is 
merely  my  opinion^ — -that  the  Interstate  Commerce  Commission  will 
decide  these  questions,  taking  into  consideration  the  inherent  charac- 
ter of  the  service.  For  instance,  taking  our  case  at  Bessemer,  where 
we  have  these  connections  with  the  Birmingham  Southern  and  where 
they  would  perform  these  road  hauls  of  different  lengths,  that  is  an 
entirely  different  character  of  service  from  this  service  I  have  de- 
scribed at  Ensley,  and  which  you  have  compared  with  the  Sloss- 
Sheffield  case.  One  is  a  transportation  road-haul  service,  and  the 
other  is  a  switching  service;  and  while  I  can  not  predict  what  the 
decision  of  the  Interstate  Commerce  Commission  will  be, 'of  course 
they  will  take  into  consideration  that  difference  in  the  character  of 
the  service,  inevitably. 

Mr.  Gardner.  And  the  Interstate  Commerce  Commission  has  been 
over  the  ground  in  person  ? 

Mr.  Atkinson.  Very  carefully ;  that  is,  by  a  representative. 

Mr.  Gardner.  I  mean  by  a  representative. 

Mr.  Atkinson.  Yes. 

Mr.  Gardner.  One  of  the  witnesses  testified  yesterday  or  the  day 
before  that  if  this  filing  of  through  rates  by  the  Birmingham 
Southern  in  connection  with  shipments  over  your  line  is  affirmed  it 
will  be  necessary  for  other  railroads  to  make  the  same  arrangement 
with  the  Birmingham  Southern  in  order  to  protect  themselves. 

Mr.  Atkinson.  Yes. 

Mr.  Gardner.  What  have  you  to  say  to  that  ? 


2193 

Mr.  Atkinson.  That  statement  has  been  repeatedly  made  by  the 
representatives  of  the  other  roads.  Personally,  my  opinion  is  that 
the  Interstate  Commerce  Commission  will  have  to  decide- in  the  case 
of  the  other  roads  what  it  is  just  and  reasonable  for  them  to  allow, 
taking  into  consideration  the  service  rendered  and  performed. 

Mr.  Gardner.  As  to  whether  it  is  a  switching  service  or  a  trans- 
portation service? 

Mr.  Atkinson.  Yes.  And,  as  I  have  said,  the  service  for  which 
we  propose  to  allow  the  Birmingham  Southern  a  division  of  the 
through  rate  is  a  totally  different  service  in  character  and  amount 
and  cost  from  this  switching  service.  The  Interstate  Commerce 
Commission,  I  think,  dealing  with  the  question  of  the  interchange 
of  freight  between  the  Birmingham  Southern  and  the  Louisville  & 
Nashville  and  Southern  Railroad  and  the  other  trunk  lines  at 
Ensley  will  decide  what,  if  any,  amount  should  be  allowed  the  Bir- 
mingham Southern  for  the  service  at  that  point;  a  totally  distinct 
question. 

Mr.  Gardner.  There  being,  from  your  point  of  view,  no  transpor- 
tation feature  involved? 

Mr.  Atkinson.  No  transportation  feature  in  the  sense  of  a  road 
haul. 

Mr.  Gardner.  Now,  let  me  ask  you  this,  not  that  I  remember 
any  witness  distinctly  saying  it,  but  it  is  a  question  which  has  oc- 
curred to  my  mind.  If  such  an  arrangement  is  made  between  you 
and  the  Birmingham  Southern,  and  owing  to  a  decision  of  the 
Interstate  Commerce  Commission  or  otherwise  the  Louisville  & 
Nashville  Railroad  can  not  make  the  same  arrangements  with  the 
Birmingham  Southern,  would  it  not  be  natural  for  the  Birmingham 
Southern  to  throw  all  the  business  possible  to  you  to  the  exclusion 
of  the  other  trunk  lines  ? 

Mr.  Atkinson.  It  certainly  would.  They  would  carry  all  their 
business  that  we  could  handle — at  least  the  longest  possible  haul  on 
their  line — that  is,  the  haul  that  would  give  them  the  greatest  revenue. 

Mr.  Gardner.  So  that  they  would  have  a  good  ground  of  grievance 
if  the  decision  was  rendered  the  way  you  hope  and  believe  it  will  be 
rendered  ? 

Mr.  Atkinson.  I  do  not  understand  that.  Who  would  have  a 
grievance? 

Mr.  Gardner.  The  Louisville  &  Nashville  or  any  other  railroad 
who  found  all  their  business  taken  away  from  them  and  transported 
over  your  line. 

Mr.  Atkinson.  I  do  not  think  they  would  have  any  grievance 
unless  this  allowance  that  we  propose  to  give  the  Birmingham 
Southern  is  an  unreasonable  allowance.  I  mean  the  Birmingham 
Southern  would  be  performing  an  actual  service  for  which  it  is  en- 
titled to  a  remuneration. 

Mr.  Gardner.  In  the  event  that  it  is  a  reasonable  allowance  under 
that  same  arrangement,  would  it  be  necessary  for  those  other  roads 
to  make  the  same  arrangement  with  the  Birmingham  Southern  in 
order  to  get  their  fair  share  of  the  freight? 

Mr.  Atkinson,  Many  things  would  enter  into  that.  I  do  not 
think  it  would.  I  do  not  think  if  this  arrangement  goes  into  effect 
that  it  is  going  to  alter  the  freight  conditions  materially,  for  the 
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reason  that  the  amount  of  the  tonnage  of  the  Birmingham  district 
that  we  can  handle — that  we  can  reach — is  an  inconsiderable  per- 
centage of  the  total. 

Mr.  Gaednee.  Why  is  that? 

Mr.  Atkinson.  Because  we  only  reach  certain  territory.  It  is  a 
limited  territory. 

Mr.  Gaednee.  Is  your  carriage  capacity  sufficient  to  absorb  the 
whole  freight  from  that  district  that  the  Birmingham  Southern  can 
give  to  you? 

Mr.  Atkinson.  If  it  was  consumed  in  the  territory  reached  by  our 
rails.  But  what  I  mean  is  that  the  amount  of  tonnage  produced  in 
the  Birmingham  district,  the  amount  consumed  in  the  territory 
reached  by  our  rails,  is  such  a  small  percentage  of  the  total  that, 
giving  us  all  that  we  can  naturally  handle,  it  would  not  affect  the 
traffic  conditions  of  the  district  materially,  it  would  not  affect  the 
tonnage  handled  by  the  other  roads  to  any  great  extent.  The  ton- 
nage of  the  Birmingham  district,  the  amount  consumed  in  southeast- 
ern territory,  is  a  small  percentage  of  the  total,  and  our  rails  only 
reach  southeastern  territory.  But,  of  course,  we  hope  that  that  will 
increase  in  future. 

Mr.  Steeling.  You  would  only  get  that  for  which  there  was  a 
market  in  your  territory  ? 

Mr.  Atkinson.  In  our  territory;  yes,  sir. 

Mr.  Gardner.  Then,  in  your  opinion,  it  would  not  be  necessary  for 
the  other  railroads  to  enter  into  such  an  arrangement  with  the  Bir- 
mingham Southern,  even  though  the  Interstate  Commerce  Commis- 
sion were  to  permit  it? 

Mr.  Atiunson.  I  think  if  they  wanted  to  participate  in  that  busi- 
ness to  our  territory,  and  wanted  to  be  on  equal  terms  with  us,  they 
would  have  to  do  it,  necessarily. 

Mr.  Gardner.  That  is,  in  the  southeastern  district? 

Mr.  Atkinson.  On  the  southeastern  business. 

Mr.  Reed.  I  would  suggest  that  it  would  be  interesting  to  know 
whether  it  would  not  be  possible  for  the  other  lines  to  make  connec- 
tion at  Bessemer,  thus  giving  the  Birmingham  Southern  the  same 
long  haul,  for  which  the  same  allowance  could  be  made,  and  in  that 
way  they  would  put  themselves  on  a  parity  with  the  Atlanta,  Bir- 
mingham &  Atlantic. 

IVfr.  Gardner.  That  is,  you  suggest  that  the  other  trunk  lines  might 
deliberately  make  the  connection  at  Bessemer  instead  of  at  the  miflsf 

Mr.  Reed.  Yes ;  they  might  do  that  in  order  to  get  a  long  haul.  I 
suggest  that  you  ask  whether  that  would  be  possible. 

Mr.  Atkinson.  I  can  describe  that. 

Mr.  Gardner.  I  will  ask  you  that  whether  it  would  be  possible 
for  the  other  trunk  lines  to  make  a  connection  at  Bessemer? 

Mr.  Reed.  Make  an  interchange — they  have  the  connection — 
whether  it  would  be  possible  to  make  an  interchange  of  cars  therie. 

Mt.  Atkinson.  Make  that  a  point  of  interchange? 

Mr.  Gardner.  To  make  Bessemer  a  point  of  interchange. 

Mr.  Atkinson:  Yes;  it  would;  either  Bessemer  or  Dintdnghiitii, 
as  we  do. 

Mr.  Gardner.  I  do  not  in  the  least  understand  the  bearing  of  that 
question,  I  must  confess. 


UNITED   STATES   STEEL   d'OKPOEATION.  2195 

Mr.  Atkinson.  I  can  explain  it. 

The  Chairman.  Excuse  me  a  minute.  As  1  understand  from  your 
question,  the  physical  connection  is  as  easy  at  Bessemer  as  it  is  at 
Birmingham,  if  they  choose  to  make  the  interchange  there  ? 

Mr.  EeBd.  Thslt  is  my  idea  etacth^,  and  the  witness  can  explain 
the  bea,ring  it  T*^ould  have  on  the  traffic. 

Mr.  Atkinson.  If  the  Interstate  Commerce  Colnmisison  decides 
this  case  favorably  to  our  tariff,  all  of  those  roads,  if  they  choose  to, 
could  put  themselves  in  the  same  position  as  we  are  in  at  Bessemer 
and  make  interchange.  They  all  have  physical  connections  with  the 
Birminghatito  Southern  there  now. 

The  CSAiKMAN.  As  I  understaild,  from  the  physical  location  of  the 
tracks,  it  would  be  possible  for  the  other  roads  to  assemble  their  cars 
for  exchange  there  as  well  as  at  Birmingham  ? 

Mr.  ATKiiirsoN.  Yes. 

Mr.  GaednUe.  Wha:t  advantage  would  it  be  for  them  to  do  so  ? 

Mr.  Atkii^son.  The  point  was  that  if  it  was  illegal  for  them  to 
gtant  a  division  of  the  rate  here,  where  the  service  is  nierely  a  switch- 
ing s6tVice,  they  could  accept  business  from  the  Birmingham  South- 
ern either  at  Birmingham  or  at  Bessemer  and  legally  allow  a  divi- 
sion of  the  through  rate,  as  we  do.  They  would  put  themselves  in 
the  same  position. 

Mr.  GrAKDNEB.  That  is,  the  Birmingham  Southern,  instead  of  just 
pulling  the  cars  out  of  the  mill  gates—; — 

Mr.  Atkinson.  To  an  interchange  right  there. 

Mr.  Gaednee  (continuing).  Can  deliberately  pull  them  farther 
and  make  the  exchange  somewhere  else  ? 

Mr.  Atkinson.  That  is  correct ;  performing  for  those  other  roads 
the  same  service  exactly  as  we  propose  that  the  Birmingham  South- 
ern shall  perform  for  the  Atlanta,  Birmingham  &  Atlantic. 

Mr.  Gaednee.  Your  idea  is,  then,  that  this  question  shall  be  de- 
cided by  the  distinction  as  to  whether  it  is  a  transportation  service  or 
a  STV'itCning  service? 

Mr.  AtkinsoS".  Absolutely. 

Mr.  Gaednee.  Then  you  said  that  the  Birmingham  Southern  is  a 
common  carrier  under  decisions  of  the  court  in  Alabama.  Is  the 
Birmingham  Southern  taxed  as  a  common  carrier  ? 

Mr.  Atkinson.  It  is  taxed  as  a  common  carrier.  There  is  a 
special  provision  in  the  Sta,te  of  Alabama  for  taxing  railroads,  and 
the  Birmingham  Southern  is  taxed  through  tliat  agency.  That  only 
applies  to  railroads  and  common  carriers. 

Mr.  Gaednee.  What  do  you  mean  by  saying  that  it  has  been  de- 
cided in  the  courts  of  Alabama? 

Mr.  AtkiS-son.  There  has  been  a  demurrage  suit  recently  which 
involved  the  Birmingham  Southern,  and  in  that  case  the  court  ren- 
dered a  decision,  according  to  my  information,  that  the  Birmingham 
Southern  is  a  common  carrier. 

Mr.  Sterling.  Was  that  question  involved  in  the  suit? 

Mr.  Atkinson.  Yes ;  that  question  was  involved  in  the  suit.  The 
case,  as  I  understand,  is  in  some  process  of  appeal  from  the  lower 
court,  so  that  that  case  has  not  been  finally  adjudicated.  I  am  only 
referring  to  the  decision  of  the  lower  court. 

Mr.  Gardneb.  How  big  a  city  or  town  is  Ensley? 
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Mr.  Atkinson.  Ensley  has  about  15,000  people. 

Mr.  Gaedneb.  How  about  Pratt? 

Mr.  Atkinson.  I  can  not  answer  that,  but  I  should  say  that  it 
had  several  thousand. 

Mr.  Gardner.  What  attitude  do  these  independent  companies 
along  that  line,  and  the  citizens  of  Ensley  in  general,  so  far  &s  you 
know,  take  in  regard  to  the  petition  which  you  have  filed  with  the 
Interstate  Commerce  Commission  to  be  allowed  to  establish  a  through 
rate?     Did  any  of  them  join  in  it? 

Mr.  Atkinson.  Yes;  they  are  not  parties  to  any  of  the  papers, 
but  at  the  hearing  in  Birmingham  before  the  representatives  of  the 
commission  the  public  was  quite  fully  represented  by  citizens  from 
Ensley  and  from  Wylam,  and,  in  fact,  the  mayor  of  Birmingham, 
or  rather  the  president  of  the  commission  of  the  government  there, 
was  present  and  strongly  urged  the  granting  of  this  tariff. 

Mr.  Gardner.  What  was  the  reason  that  they  alleged  ? 

Mr.  Atkinson.  It  is  a  matter  of  importance  ana  public  interest 
to  the  city  of  Birmingham.  Our  position  illustrates  that.  For  in- 
stance, as  I  have  said,  that  is  a  terminal  road  covering  a  district.  It 
has  no  competitive  interests  outside  of  the  district,  m  the  sense  of 
transporting  traffic,  and  it  is  the  best  connection  for  a  new  road 
coming  to  Birmingham;  and  of  course  any  community  wants  new 
railroads  to  reach  it. 

Mr.  Gardner.  On  account  of  the  competition  ? 

Mr.  Atkinson.  On  account  of  the  competition  and  on  account  of 
the  developments  it  has  brought. 

Mr.  Gardner.  Before  you  entered  this  field  two  years  ago,  we  will 
say,  perhaps,  as  an  interloper 

Mr.  Atkinson.  That  is  correct. 

Mr.  Gardner  (continuing).  The  situation  was  that  three  or  four 
railroads  were  competing  for  this  business  served  by  the  Birmingham 
Southern  ? 

Mr.  Atkinson.  This  territory  served  by  the  Birmingham  Southern. 

Mr.  Gardner.  And  the  admission  of  you  as  a  competitor  on  equal 
terms  would  have  meant  that  the  business  would  be  divided  between 
five  instead  of  between  four? 

Mr.  Atkinson.  That  is  correct;  yes,  sir. 

Mr.  Gardner.  And  they  regarded  the  strange  dog  in  the  kennel 
as  something  to  be  barked  at? 

Mr.  Atkinson.  I  think  that  is  largely  (rue. 

Mr.  Gardner.  It  is  very  evident,  and  needs  no  proof,  that  where 
the  Louisville  &  Nashville  or  the  Central  of  Georgia  can  reach  the 
same  point  you  do,  in  spite  of  the  fact  that  you  are  paying  them  30 
cents  for  delivering  the  freight  at  Bessemer  or  at  Birmingham,  never- 
theless they  would  rather  get  the  through  rate  themselves. 

Mr.  Atkinson.  Necessarily. 

The  Chairman.  That  would  seem  to  be  self-evident. 

Mr.  Atkinson.  Yes. 

Mr.  Gardner.  And  supposing  somewhere  on  the  line  of  your  road 
the  Atlanta,  Birmingham  &  Atlantic  runs  and  the  St.  Louis  &  San 
Francisco  runs,  but  the  Central  of  Georgia  does  not  run  there,  why 
would  not  the  Central  of  Georgia  just  as  lief  give  you  the  freight, 
if  you  had  sufficiently  active  men,  as  to  give  the  freight  to  the  St. 
Louis  &  San  Francisco  ? 
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Mr.  Atkinson.  The  geography  of  your  question  is  not  quite  cor- 
rect. I  do  not  think  that  matters,  though,  so  far  as  the  answer  is 
concerned. 

Mr.  Gakdneb.  I  will  substitute  another  road,  then.  Make  it  the 
Southern  road ;  and  I  will  ask  the  stenographer  to  read  the  question, 
substituting  the  Southern  road  for  the  St.  Louis  &  San  Francisco. 

(The  stenographer  read  the  question  as  requested,  as  follows:) 

Mr.  Gaednee.  And  supposing  somewhere  on  the  line  of  your  road  the  Atlanta, 
Birmingham  &  Atlantic  runs  and  the  Southern  Railroad  runs,  but  the  Central  of 
Georgia  does  not  run  there,  why  would  not  the  Central  of  Georgia  just  as  lief 
give  you  the  freight,  if  you  had  sufficiently  active  men,  as  to  give  the  freight  to 
the  Southern  Railroad? 

Mr.  Atkinson.  I  would  answer  that  question  generally  by  saying 
that  the  interchange  of  freight  is  a  swapping  of  freight,  as  a  rule. 

Mr.  Gardner.  Do  you  mean  to  say  that  the  Central  of  Georgia 
would  extend  that  courtesy  to  the  Southern  in  one  place  because  the 
Southern  would  extend  it  to  the  Central  of  Georgia  in  some  other 
place  ? 

Mr.  Atkinson.  Because  the  Southern  is  a  much  more  important 
connection  of  the  Central  of  Georgia  than  the  Atlanta,  Birihingham 
&  Atlantic.  There  is  no  other  reason.  They  would  just  as  soon  give 
it  to  us. 

Mr.  Gardner.  But,  historically,  there  has  been  an  interchange  of 
freight  between  those  roads  ? 

]V&.  Atkinson.  For  many  years. 

Mr.  Gardner.  Where  one  railroad  did  not  reach,  it  was  about  com- 
pensated by  the  fact  that  in  some  other  locality  the  competing 
railroad  reached- and  they  did  not? 

Mr.  Atkinson.  Yes;  they  tried  to  keep  their  interchanges  about 
even. 

Mr.  Gardner.  Are  there  books  kept  by  the  railroad  so  as  to  keep 
track  of  those  interchanges  ? 

Mr.  Atkinson.  Yes ;  very  careful  records  are  kept. 

Mr.  Gardner.  Of  the  kindnesses  shown  to  each  other  ? 

Mr.  Atkinson.  Yes ;  very  full  records. 

Mr.  Gardner.  And  the  new  carrier  finds  great  difficulty  in  break- 
ing into  that  arrangement  ? 

Mr.  Atkinson.  Very  great;  and  that  is  entirely  natural. 

Mr.  Gardner.  So  that  the  result  is  that,  as  I  understand  it,  you 
entered  the  field  and  found  that  although  the  community  desired 
that  you  should  become  a  competitor  in  that  field,  as  a  matter  of  fact 
Tou  could  not  become  a  competitor  in  that  field  because  every  man's 
hand  was  against  you,  with  the  sole  exception  of  the  railroad  which 
had  no  outside  connection  ? 

Mr.  Atkinson.  Well,  I  do  not  want  to  create  the  impression  that 
anything  except  business  conditions  control  those  things. 

Mr.  Gardner.  I  understand.  I  do  not  mean  that  everybody's  hand 
was  against  you  out  of  malice,  but  out  of  self-preservation ;  and  their 
duties  for  their  stockholders  were  against  you  s 

Mr.  Atkinson.  That  is  true. 

Mr.  Gardner.  And  therefore  you  were  obliged,  in  order  to  be  a 
competitor  in  that  field,  to  make  an  arrangement  with  the  one  person 
with  whom  you  could  make  an  arrangement  ? 
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Mr.  Atkinson.  "Which  would  be  effective  in  reaching  the  business 
and  getting  at  their  share  oi  it. 

Mr.  Gakdnee.  That  is  all  I  want  to  ask,  Mr.  Atkinson. 

Mr.  Atkinson.  I  want  to  add  one  statement  to  clear  up  a  possible 
misatpprehension.  I  do  not  mean,  at  all,  that  these  railroads  with 
which  we  connect  in  Birmingham,  the  Louisville  &  Kashville  or  the 
Southern  Railway,  or  any  of  them,  have  taken  any  action  to  keep  us 
from  getting  business.  We  have  got  just  as  much  of  an  opportunity, 
so  far  as  the  rate-making  machinery  is  concerned.  We  have  general 
tariff  relations  on  all  or  them  and  reciprocal  relations  with  all  of 
those  roads.  I  do  not  mean  at  all  that  they  have  done  ailythiBg 
that  a  business  man  would  not  do  in  their  position.  I  would  yery 
probably  do  the  same  thing.  We  interchange  freight  with  all  of 
them  and  work  with  all  of  thom;  but  our  road  being  competitive 
with  one  or  the  other  of  them  in  nearly  all  places,  naturally  we 
can  not  get  the  business  through  them  where  they  can  exercise  or 
enjoy  their  long  haul. 

Mr.  Gardner.  And  your  road  is  in  the  hands  of  a  receiver  largely 
as  a  consequence  of  that  situation? 

Mr.  Atkinson.  No;  I  would  not  say  that.  The  road  went  into 
the  hands  of  a  receiver  in  January,  1908,  before  we  had  reached 
Birmingham  at  all. 

Mr.  Gardner.  I  ask  this  for  the  sake  of  the  record.  You  are 
receiver  of  the  Atlanta,  Birmingham  &  Atlantic  ? 

Mr.  Atkinson.  Yes. 

Mr.  Gardner.  You  were  substantially  the  promoter  of  that  road? 

Mr.  Atkinson.  I  organized  it  and  built  it,  and  was  president  of 
it  before  I  was  receiver. 

Mr.  Gardner.  You  raised  the  capital  for  building  it? 

Mr.  Atkinson.  Yes. 

Mr.  Gardner.  When  the  proper  time  comes  I  shall  want  to  see 
what  Mr.  Smith  has  to  say  m  answer  to  Mr.  Atkinson,  but  for  the 
time  being  I  am  through  with  my  questions. 

The  Chairman.  As  I  understand  it,  you  met  in  this  field  the  same 
commercial  handicap  which  is  inevitable  to  any  new  road  entering  a 
field  previously  occupied  by  old  and  loug-establiislied  carriers? 

Mr.  Atkinson.  Yes;  precisely. 

The  Chairman.  No  more  and  no  less? 

Mr.  Atkinson.  Yes. 

Mr.  Reed.  May  I  suggest  a  question,  Mr  Chairman? 

The  Chairman.  Yes. 

Mr.  Reed.  When  and  with  whom  were  the  first  negotiations  for 
this  division  that  has  been  mentioned  made? 

The  Chairsian  When  were  they  made? 

Mr.  Atkinson.  I  began  the  negotiations,  according  to  my  recollec- 
tion, about  the  end  of  1906,  with  Mr.  Topping,  who  was  then  presi- 
dent of  the  Birmingham  Southern  and  the  Tennessee  Coal  &  Iron 
Co.  He  and  ISIr.  Gates  and  other  gentlemen  owned  the  proper^ 
at  that  time,  and  we  reached  an  agreement  in  regard  to  this  traffic 
contract  either  in  May  or  June,  my  recollection  is,  or  about  that 
time,  1907;  and  of  course  it  could  not  become  effective,  as  our  road 
was  not  then  completed  into  Birmingham,  and  was  not  for  some 
time  thereafter.     I  will  ask  Mr.  Roland  what  was  the  date. 

Mr.  Roland.  June  10,  1910. 
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Mr.  Atkinson.  It  was  not  effective  until  J^ne  10,  1910;  and  as 
soon  as  the  road  was  coimpleted,  tjxe  ownership  of  the  property 
changed,  ^nd  we  effected  the  arrapgements  wit^  the  aew  ow:,fc;rs. 

The  Chairman.  In  case  that  arrangement  had  heen  entered  ipto 
at  that  time,  the  Eepublic  Iron  (&  Steel  Qo.  would  have  secured  the 
same  preferences  ^yhich  afterwards  inured  to  the  Tennessee  Coal  & 
Ivm  Co.  under  a  (Efferent  management? 

Mr-  Atkinson.  Yes. 

Mr.  Gaednee.  The  iSepublic  Ipon  Sp  Steel  Co.  ? 

Mr.  Atkinson.  Well,  they  were  both  under  the  same  manage- 
ment. I  do  not  know  whether  there  is  anything  I  can  ^dd  or  not. 
Do  you  think  of  anything  else,  Mr.  Eeed  ? 

Mr.  Reed.  I  do  not  think  of  anything. 

Mr.  Beau..  I  did  not  exactly  understand  what  specij^l  interest 
the  citizens  of  EnsJ.ey  ^n<i  Birmingham  and*  those  adjacent  to^ns 
h^d  in  seeing  Jthis  negotiation  between  your  road  and  the  iBirniJng- 
ham  Southern  finally  consummated. 

Mr.  Atkinson;  The  Birminghani  Southern  is  a  first-class  railroad 
serving  those  cominnnities.  I  would  sa-y  that  it  has  certainly  equal, 
if  not  superior,  facilities  to  any  other  road  reaching  tho^e  communi- 
ties. As  ^  matter  of  fact,  Wykm.  one  of  the  towns  having  a  popnla- 
tipn  of  seyeral  thousand,  is  local  to  the  Birmingham  Southern ;  it  is 
the  only  road  reaching  it,  and  the  representative  cjiizen^  of  that 
town  appeared  l?efore  this  hearing  and  urged  the  gr§,nting  of  this 
tj|,rift.  You  see,  nnles^  this  tariff  is  granted — the  right  to  make  joint 
r^te?  with  it,  through  rates,  joint  tariffs — it  is  not  a  railroad.  It  can 
not  do  business  with  the  outride  world. 

Mr.  Beall,  As  an  inducement  stinmlating  their  interests  in  this 
matter,  was  there  any  promise  made  to  them  of  any  extension,  or  any 
new  rQ9,4s  being  built  in  there  ? 

Mr.  Atkinson.  No,  sir;  nothing  of  that  character  at  that  time. 
But  y^u  can  see  that  the  interest  of  that  roacj,  it  being  purely  a  ter- 
minal, would  he  to  get  new  roads  to  join  it,  and  its  sple  interest  is 
c,oni$ne4  to  the  district  it  serves,  which  is  the  Birmingham  district, 
and  which  it  covers  pretty  completely. 

Mr.  Beai^l.  I  understand  your  road  passes  the  Woodward  furnaces, 
does  it? 

Mr.  Atkinson.  It  crosses  the  Woodward  Railroad-  This,  is  the 
Woodward  Railros,d  [indiqatp^^ng  on  map] . 

Mr.  Beall.  How  cloae  does  your  road  reach  to  the  Woodward  fur- 
naces? 

Mr.  Atkinson.  I  think  within  about  a  mile.  It  is  this  distance 
from  that  point  to  that  point  [indicating  on  map]. 

Mr.  Beall.  What  furnace  is  it  that  your  road  does  pass? 

Mr.  Atkinson.  The  Bessemer  furnaces  of  the  Tennessee  Coal  & 
Iron  Co. ;  that  is  near,  and  we  have  a  connection  with  the  Birming- 
ham Southern  roa^, 

Mr.  Beall.  Your  roiad  has  a  physical  coimection,  then,  with  the 
switches,  and  so  forth,  at  BesisemeT? 

Mr.  Atkinson.  At  Bessemer. 

Mr.  Beall.  If  this  arrangement  goes  through  which  you  have  in 
contemplation  would  you  conteniplate  paying  to  the  BJirmingham 
Southern  this  20  cents  a  ton  upon  freight  that  originates  at  Bes- 
semer? 
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Mr.  Atkinson.  Not  at  all ;  no,  sir. 

Mr.  Beall.  Then,  with  reference  to  Bessemer,  you  are  in  the  same 
attitude  there  that  these  other  roads  are  in  at  Corey,  Ensley,  and 
these  other  furnaces  ? 

Mr.  Atkinson.  Alice  is  the  only  other  one  we  reach. 

Mr.  Beall.  You  think  it  would  be  altogether  unjust  to  your  road 
for  the  Interstate  Commerce  Commission,  or  any  other  authority, 
to  compel  you  to  give  a  division  of  rates  to  the  Birmingham  Southern 
for  business  that  originated  at  Bessemer  ? 

Mr.  Atkinson.  At  those  furnaces ;  I  do. 

Mr.  Beall.  At  those  furnaces? 

Mr.  Atkinson.  I  do. 

Mr.  Beall.  Then  you  will  agree  that  it  would  be  altogether  unjust 
to  the  Louisville  &  Nashville  or  to  the  Southern  or  theTrisco,  or  to 
any  other  of  those  roads  whose  lines  run  adjacent  to  the  furnaces  at 
Corey  or  Ensley,  or  any  of  those  other  places,  to  be  compelled  to 
grant  to  the  Birmingham  Southern  a  division  of  charges  upon 
freight  originating  at  those  places? 

Mr.  Atkinson.  I  do  not  think  that  they  can  legally  do  it. 

Mr.  Beall.  If  the  Interstate  Commerce  Commission  gives  its  ap- 
proval, finally,  to  your  proposition,  what  freight  would  it  be  that 
these  other  roads  would  have  to  grant  a  division  of  charges  to  the 
Birmingham  Southern  for? 

Mr.  Atkinson.  I  have  not  analyzed  the  condition  or  situation  of 
the  other  roads.  That  is  an  entirely  distinct  question.  The  only 
qjuestion  we  have  got  up  before  the  Interstate  Commerce  Commission 
is  what  allowance  we  can  allow  the  Birmingham  Southern  road  for 
freight  brought  from  any  point  on  its  lines  and  delivered  to  us  at 
this  junction  for  this  road  haul. 

Mr.  Beall.  If  the  Interstate  Commerce  Commission  permits  you 
to  make  that  arangement  with  the  Birmingham  Southern,  would  it 
not  be  to  the  interest  then  of  the  Birmingham  Southern,  upon  freight 
originating  at  Ensley,  Corey,  and  all  these  other  furnaces,  to  bring 
it  down  here  and  deliver  it  to  your  road  instead  of  delivering  it  to 
these  other  roads  at  the  furnaces  ? 

Mr.  Atkinson.  It  certainly  would,  such  as  we  could  handle;  but 
of  course  we  could  only  do  that  to  the  extent  of  the  traffic  going  te 
the  territory  we  serve. 

Mr.  BEALii.  Then,  so  far  as  the  territory  is  concerned  which  cam 
be  jointly  served  by  your  road  and  some  of  these  trunk  lines,  it  would 
give  you  an  advantage  of  them  ? 

Mr.  Atkinson.  It  would. 

Mr.  Beall.  And  it  would  deny  to  them  the  natural  advantages 
that  they  have  by  reason  of  their  location  on  adjacent  roads  reaching 
plants  ? 

Mr.  Atkinson.  Yes;  on  adjacent  roads  reaching  plants,  it  would, 
unless  they  were  by  some  means  able  to  meet  this  situation. 

Mr.  Beall.  Would  they  not,  as  to  that  territory,  be  compelled  to 
decide  between  giving  a  like  concession  to  the  Birmingham  Southern 
and  surrendering  that  territory  to  you  ? 

Mr.  Atkinson.  Or  electing  to  interchange  at  one  of  these  other 
points  where  it  would  be  legal  for  them  to  make  this  allowance. 

Mr.  Beall.  To  interchange  at  Birmingham  or  Bessemer  would 
put  the  burden  upon  them  of  paying  for  transportation,  say,  from 
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Ensley  around  this  way  to  Birmingham  [indicating  on  map]  or 
from  Ensley  around  this  way  to  Bessemer,  whereas  now  they  can  re- 
ceive the  freight  on  their  own  lines  at  the  plants? 

Mr.  Atkikson.  That  is  true ;  that  is  correct. 

Mr.  Beall.  That  would  put  that  handicap  on  them  ? 

Mr.  Atkinson.  Yes;  that  is  true. 

Mr.  Beall.  Now,  come  back  to  the  question.  As  a  matter  of  fact, 
as  to  the  territory  that  is  reached  jointly  by  your  road  and  any  one 
of  these  other  trunk  lines,  that  line  would  be  compelled  either  to  sur- 
render to  you  the  business  for  that  territory  or  to  grant  the  same 
concession  to  the  Birmingham  Southern  that  you  grant  ? 

Mr.  Atkinson.  That  is  true. 

Mr.  Beall.  And  you  concede  that,  as  to  plants  with  which  your 
road  has  physical  connection,  it  would  be  unjust  for  you  to  be  com- 
pelled to  grant  this  concession  to  the  Birmingham  Southern  ? 

Mr.  Atkinson.  I  limited  that  to  any  division  of  the  through  rate. 

Mr.  Beall.  Well,  any  division  of  the  through  rate  ? 

Mr.  Atkinson.  Yes. 

Mr.  Beall.  That  would  be  unjust? 

Mr.  Atkinson.  Yes. 

Mr.  Beall.  And  you  will  concede,  further,  that,  as  to  the  territory 
that  is  reached  jointly  by  your  road  and  these  others,  the  practical 
effect  will  be  that  they  will  either  have  to  meet  that  concession  to 
the  Birmingham  Southern  or  go  out  of  that  territory  ? 

Mr.  Atkinson.  We  would  naturally  get  that  business  to  those 
points. 

Mr.  Beall.  Now,  the  handicap  that  you  suffer  under  now  results 
from  the  fact  that  your  line  of  road  does  not  run  adjacent  to  any  of 
these  furnaces  except  here  at  Bessemer  ? 

Mr.  Atkinson.  That  is  true. 

Mr.  Beall.  That  is  a  handicap  that  arises  solely  from  that  fact? 

Mr.  Atkinson.  Yes;  from  the  fact  that  we  have  not  access  to 
those  furnaces. 

Mr.  Beall.  You  have  not  access.  These  other  roads  have  built 
their  roads  so  as  to  have  access  ? 

Mr.  Atkinson.  That  is  correct. 

Mr.  Beall.  Do  you  think  it  is  exactly  just  for  you  to  come  and 
appeal  to  the  Interstate  Commerce  Commission  for  an  order  overcom- 
ing that  handicap  from  which  you  suffer  because  of  natural  condi- 
tions and  putting  you  upon  an  equality  with  these  other  roads  that 
have  the  advantage  by  reason  of  their  location  ? 

Mr.  Atkinson.  Why,  I  think  it  is  entirely  fair,  because  all  we  are 
doing  in  that  is  selecting  a  connection  and  apying  that  connection 
for  that  part  of  the  service  which  it  performs. 

Mr.  Beall.  If  your  road  ran  up  here  by  these  plants  [indicating 
on  map],  and  the  Louisville  &  Nashville  ran  here  where  your  road 
runs,  is  it  your  judgment  that  you  would  think  it  was  fair  for  the 
Louisville  &  Nashville  to  appeal  to  the  Interstate  Commerce  Com- 
mission for  an  order  that  would  put  you  upon  the  same  level  with 
the  Louisville  &  Nashville  ? 

Mr.  Atkinson.  I  would  think  it  was  entirely  fair  for  them  to  do 
it,  and  would  expect  it. 

Mr.  Gardner.  On  what  ground,  Mr.  Atkinson? 


2202  UNITED  STATES  STEEL  COBPOBATION. 

Mr.  Atkinson.  Just  business;  cominercial  interests.  These  things 
are  purely  selfish. 

Mr.  Gaedneh.  Wou14  it  be  on  the  ground  that  you  are  entitled  to 
make  such  connections  as  you  choose  an(J  tak^  such  services  as  you 
choose  ? 

Mr.  Atkinson.  Yes ;  we  are  entitled  to  the  advantage  of  the  serv- 
ice we  most  prefer  or  that  is  most  to  our  interest. 

Mr.  Gaedner.  Instead  of  building  yourselves  you  would  take 
something  already  buUt? 

Mr.  Atkinson.  Yes ;  it  would  take  millions  of  dollars  to  build. 

Mr.  Gaedner.  And  you  would  divide  the  profits  of  that  freight? 

•Mr.  Atkinson.  It  would  take  millions  of  dollars  to  build  a  line 
to  reach  those  industries. 

Mr.  Beall.  These  roads  have  spent  the  millions  of  dollars  ? 

Mr.  Atkinson.  So  has  the  Birmingham  Southern. 

Mr.  Beall.  To  reach  those  plants? 

Mr.  Atkinson.  So  has  the  Birmingham  Southern. 

Mr.  Beall.  Do  you  think  that  the  Interstate  Commerce  Conunis- 
sion  ought  to  come  in  and  issue  an  order  thp-t  would  put  your  road, 
which  has  not  spent  the  millions  to  reach  those  plants,  upon  an  equal- 
ity with  the  roads  that  have  spent  the  millions  to  reach  thejn? 

Mr.  Atkinson.  Would  you  repeat  that? 

Mr.  Beall.  Why  did  they  spend  those  millions  ?     . 

Mr.  Atkinson.  They  all  spent  the  millions  for  the  same  reason — 
all  four  of  them. 

Mr.  Beall.  In  order  to  have  a  physical  connection  ? 

Mr.  Atkinson.  To  serve  those  plants ;  yes,  sir.  _ 

Mr.  Beall.  And  your  road  has  not  spent  the  millions? 

Mr.  Atkinson.  We  have  not. 

Mr.  Beall.  But  you  are  contending  for  such  action  from  the 
Interstate  Commerce  Commission  as  will  put  your  road,  which  has 
not  gone  to  the  expense  of  building  lines  to  those  plants,  upon  an 
equality  with  them  ? 

Mr.  Atkinson.  Well 

Mr.  Beall.  At  least,  as  to  the  territory  that  is  jointly  served? 

Mr.  Atkinson.  I  would  not  put  it  that  way.  The  application  of 
this  tariff  will  put  the  Birmingham  Southern  on  a  parity  with  those 
roads.    It  has  not  spent  those  millions. 

Mr.  Beall.  You  are  not  interested  in  the  Birmingham  Southern? 

Mr.  Atkinson.  No,  sir. 

Mr.  Beall.  It  is  not  a  business  reason,  it  is  not  a  selfish  reason, 
because  of  any  interest  you  have  in  the  Birmingham  Southern  which 
prompts  you  to  make  the  argument  ? 

Mr.  Atkinson.  Absolutely,  no. 

Mr.  Beall.  With  the  Birmingham  Southern  eliminated,  and  only 
considering  the  position  of  your  road  and  these  trunk  lines,  would 
you  still  say  it  was  fair  ? 

Mr.  Atkinson.  WiU  you  repeat  that,  please  ? 

Mr.  Beall.  Eliminating  all  consideration  of  the  Birmingham 
Southern,  and  looking  at  the  equities  of  your  road  only  and  these 
lines  that  have  built  up  to  the  plants,  do  you  think  that  it  would  be 
equitable  and  fair  to  put  your  road  and  those  trunk  lines  upon  an 
equality  ? 
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Mr.  Atkinson.  Why,  yes;  I  do,  entirely.  I  think  that,  coming 
into  this  district,  we  have  an  absolute  right.  The  question  of  fair- 
ness in  my  opinion  does  not  enter  into  it  at  all. 

Mr.  BeaUj.  Does  the  question  of  fairness  enter  into  any  business 
consideration  ? 

Mr.  Atkinson.  Not  to  any  great  extent.    I  wish  that  it  did  more. 

Mr.  Beall.  Take  freight  originating  up  here  at  Corey;  your  line 
does  not  reach  up  there  at  all? 

Mr.  Atkinson.  It  does  not  at  all. 

Mr.  Beall.  Any  freight  originating  at  Corey  that  goes  down  into 
your  territory,  that  needs  to  be  transported  over  your  lines,  this 
Birmingham  Southern  road  can  now  bring  that  down  to  Bessemer 
and  deliver  it  to  you  at  that  point  ? 

Mr.  Atkinson.  Yes. 

Mr.  Beall.  What  are  you  paying  for  that  service  now  ? 

Mr.  Atkinson.  We  are  not  paying  anything,  because  it  is  not  pos- 
sible until  the  tariff  is  permitted.  This  tariff  which  we  have  before 
the  Interstate  Commerce  Commission  permits  that  very  thing,  and 
states 

Mr.  Beall.  Under  the  Alabama  law  and  under  the  ruling  of  the 
Interstate  Commerce  Commission  are  they  not  allowed  $2  a  car,  or 
something  like  that  ? 

Mr.  Atkinson.  That  is  where  the  question  of  fairness  comes  in. 
They  are  not  allowed  to  do  anything  on  through  business.  They 
are  shut  out  of  through  business.  Now,  they  have  invested  their 
millions,  and  they  are  shut  out  of  doing  business. 

Mr.  Beall.  To  what  does  that  order  of  the  commission  of  the  State 
of  Alabama  apply  ? 

Mr.  Atkinson.  Just  to  a  switching  allowance  to  the  independent 
plants  of  the  Birmingham  Southern.  That  is,  the  commission,  as  I 
recollect,  ordered  that  the  Birmingham  Southern  or  the  trunk  lines 
should  absorb  this  switching  charge  of  $2  a  car  on  business  destined 
to  plants — either  destined  to  or  destined  from — outbound  from — lo- 
cated on  the  Birmingham  Southern  Eailroad,  other  than  the  plants 
of  the  Tennessee  Coal  &  Iron  Co. 

Mr.  Beall.  Other  than  the  plants? 

Mr.  Atkinson.  Other  than  the  plants. 

Mr.  Beall.  The  Birmingham  Southern,  then,  would  not  be  per- 
mitted to  receive  anything  for  switching  cars  that  originated  at  the 
furnaces  of  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Atkinson.  No,  sir;  it  is  not  permitted,  and  does  not  receive 
anything.  It  never  has.  It  is  devoting  that  property  to  that  busi- 
ness without  remuneration. 

Mr.  Beall.  Then  in  order  to  get  freight  from  Corey  down  here 
to  your  line  would  you  use  any  other  line — the  Louisville  &  Nashville 
or  the  Southern  or  the  Frisco  or  any  of  those  roads  ?  Can  they  be 
utilized  ? 

Mr.  Atkinson.  Yes;  they  all  have  lines  from  Corey  or  Ensley  to 
Bessemer.  That  line  represents  the  four  main  lines  of  these  different 
roads  [indicating  on  map]. 

Mr.  Beall.  Would  they  reduce  the  necessary  switching  of  that  car 
from  Corey  down  to  where  they  intersect  your  line  ? 
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Mr.  Atkikson.  Yes;  and  charge  for  it. 

Mr.  Beajx.  TMaat  is  the  rate? 

Mr.  EoLAND.  It  is  the  district  rate. 

Mr.  Atkikson.  The  district  rate,  with  the  regular  tariff.  It  aver- 
ages about  30  cents  a  ton,  which  is  about  10  cents  more  than  we 
intend  to  put  into  effect.  Now,  we  have  to  pay  for  these  identical 
services  if  we  use  one  of  the  other  roads. 

Mr.  Beall.  Your  contention  now  is  that  instead  of  your  being 
compelled  to  pay  20  cents  where  now  you  pay  30,  that  these  other 
roads  ought  to  be  compelled  to  pay  the  expense  of  transporting  the 
freights  that  they  now  receive  at  the  plants;  they  ought  to  be  com- 
pelled to  pay  the  Birmingham  Southern  to  transport  them  either  to 
Birmingham  or  down  here  to  Bessemer? 

Mr.  Atkinson.  That  is  not  my  position. 

Mr.  Beall.  Will  not  that  be  about  the  effect  of  it  ? 

Mr.  Atkinson.  Well,  I  can  not  answer  that,  and  I  do  not  think 
that  bears  on  the  merits  of  our  particular  position. 

Mr.  Beall.  Did  you  not  suggest  that  instead  of  receiving  them  at 
the  plants  the  thing  could  be  equalized  by  the  Birmingham  Southern 
carrying  them  to  Birmingham,  or  down  there  to  Bessemer? 

Mr.  Atkinson.  I  suggested  that  as  a  possibility;  only  as  a  possi- 
bility; not  recommending  it  or  expressing  an  opinion  as  to  whether 
it  would  be  done  or  not. 

Mr.  Beall.  Did  you  not  express  the  opinion  that  by  doing  that 
an  equality  could  be  brought  about  between  the  roads  ? 

Mr.  Atkinson.  I  did. 

Mr.  Beall.  Is  that  your  conception  of  the  best  means  of  estab- 
lishing an  equilibrium  between  these  different  roads? 

Mr.  Atkinson.  I  did  not  say  that. 

Mr.  Beall.  What  would  be  your  idea  of  the  best  means  of  adjust- 
ing the  rights  and  equities  in  the  matter,  so  as  to  be  fair  to  all? 

Mr.  Atkinson.  I  have  not  studied  the  conditions  and  the  situation 
of  the  other  roads  as  I  have  my  own.  and  I  would  not  be  prepared 
to  say.  I  think  that  is  a  question  that  the  Interstate  Commerce 
Commission  has  now  under  consideration,  and  has  given  great 
study  to. 

Mr.  Beall.  Then  the  plan  of  carrying  to  Birmingham  or  to  Besse- 
mer is  the  only  suggestion  that  you  now  can  make  as  a  means  of 
equalizing  the  situation  ? 

Mr.  Atkinson.  I  did  not  put  that  in  as  a  suggestion  or  recom- 
mendation, but  I  merely  state  that  it  is  a  physical  possibility. 

Mr.  Beall.  Do  you  think  it  is  a  practicable  means  of  adjusting 
the  relations  between  those  two  roads  in  an  equitable  way? 

Mr.  Atkinson.  I  would  not  say  that.  I  am  not  prepared  to  pass 
on  that  question.  I  would  not  attempt  to  say  what  will  be  done, 
or  Avhat  is  best  to  be  done  in  the  future,  in  dealing  with  the  other 
roads.  I  am  only  here  speaking  for  one  road,  and  that  is  the  one 
that  I  represent,  and  for  which  I  am  seeking  an  outlet ;  or,  rather,  I 
am  seeking  access  to  the  business  of  the  Birmingham  district. 

Mr.  Beall.  But,  if  that  plan  should  be  foUowed,  the  result  of 
that  would  be  that  these  other  roads  would  be  compelled  to  pay  20 
cents  a  ton  for  service  that  is  now  performed  for  them  for  nothing? 

Mr.  Atkinson.  No. 
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Mr.  Bkali,.  Aiul  {\w  hi'iu'dts  thai  you  would  rocoive  I'ruin  it- 


Mr.  AtiOnson.  No;  if  you  will  excuse  me,  the  Birmingham  South- 
ern is  nol  handling  any  of  tliis  through  business. 

Mr.  Bball.  1  understand.  But,  regardless  of  who  may  handle 
it,  those  trunk  linos  now  get  it  upon  their  linos  without  any  cost? 

Mr.  Atkinson.  Let  me  illustrate.  Say  the  Southern  Kailway, 
for  instance,  will  take  a  car  of  rails  from  Ensltey  and  bring  it  over 
this  line  into  the  city  of  Birmingham,  or  to  its  interchange  point 
with  the  Central  Railroad  of  Geoi-gia,  which  does  not  reach,  which 
is  in  the  same  position  we  are  in,  and  delivers  it  to  the  Central  Rail- 
way of  Georgia,  and  charges  the  C'ontral  Railway  of  Georgia  for 
tha\  soi-\ioo  '20  oonts  or  2.T  conts.     Which  is  it,  Mr.  Roland? 

Mr.  Roland.  On  pig  iron? 

Mr.  Atkinson.  On  steel  rails. 

Mr.  Roland.  Twenty-five  cents  for  that  sorvico. 

Mr.  Atkinson.  Suppose  (he  Central  Railroad  of  Georgia  would 
absorb  that, and  pay  it  to  tlie  Southern  Railroad,  and  say  this  would 
include  Atlanta,  or  any  other  plant. 

Mr.  Beall.  Take  a  shipment  on  the  line  of  the  Southern  Rail- 
road. Say  it  is  steel  that  is  manufactured  at  Ensley,  and  tlie  South- 
ern Railroad  receives  (hat  at  the  plant,  upon  its  own  line? 

Mr.  .Vtkinson.  That  is  correct. 

Mr.  Beall.  It  is  switched  out  on  its  own  line,  without  any  charge? 

Mr.  AruiNsoN.  That  is  correct;  right  at  the  plant. 

Mr.  Beai-l.  If  this  system  of  its  being  collected  at  Birmingham 
or  Bessemer  should  be  carried  into  effect,  the  Southern  Railroad 
would  be  coinpollod  to  pay  20  cents  a  ton  at  Birmingham  or  Bes- 
semer, and  rocoi\o  thn(  shipment  which  under  present  condition  they 
receive  for  notliing? 

Mr.  Atkinson.  If  it  should  elect  (o  intorclninoo  freight  with  the 
Birmingham  Southern  Road  at  Birmingham. 

Mr.  BioAi,L.  Yes. 

Mr.  Atkinson.  Which  would  be  en(ircly  a(  its  own  option. 

Mr.  Beall.  Of  course,  it  would  exorcise  the  option  of  not  receiv- 
ing any  of  the  business,  or  extending  the  same  concession. 

Mr.  .Vtkimson.  Thai   is  correct. 

Mr.  Bkall.  H  it  did  choose  to  want  some  of  the  business  it  would 
have  to  pay  20  cents  a  ton? 

Mr.  Atkinson.  If  it  elected  to  roceivo  business  from  the  Birming- 
ham Southern  at  Birmingham,  and  agreed  to  that  division  of  the 
rn(o,  it  would  pay  the  Birmingham  Southern  20  cents  a  ton. 

Mr.  Beall.  Can  you  conceive  of  any  benefit  that  would  result  to 
any  of  tlioso  other  railroads  by  a  division  of  that  kind  with  the  Bir- 
mingham Southern;  that  is,  any  of  the  roads  entering  Birmingham, 
excejit  your  road? 

Mr.  Atkinson.  They  w'onld  save  the  cost,  whatever  it  is,  of  the 
transportation  of  that  car  of  rails  from  Ensley  in  to  this  point  of 
interchange  at  Birmingham  with  (ho  Birmingham  Southern. 

Mr.  Beall.  Thev  would  pav  the  Birmingliam  Southern  20  cents 
a  ton? 

Mr.  Atkinson.  Yes;  for  that. 

Mr.  Gardner.  AA'Iiat  would  the  net  payment  be?  They  pay  20 
cents,  but  save  the  transportation? 
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Mr.  Atkinson.  Yes.  i        of» 

Mr   Gaednee.  How  much  difference  would  that  mate,  net  5 

Mr'  Atkinson.  That  is  a  question  I  could  not  possibly  answer. 

Mr'  Gaednee.  Would  they  pay  15  cents  out  of  the  transaction? 

Mr  Atkinson.  I  would  be  afraid  to  make  an  estimate.  There  is 
a  great  deal  of  testimony  before  the  Interstate  Commerce  Commis- 
simi  right  on  that  point,  but  I  could  not,  offhand,  make  any  state- 
ment.    I  would  be  afraid  to  suggest. 

Mr.  Gaednee.  They  would  be  something  out  on  the  transaction? 

Mr.  Atkinson.  Why,  yes. 

Mr.  Gaednee.  Twenty  cents  is  more  than  it  would  cost  them  to 
transport  it  themselves? 

Mr.  Atkinson.  There  would  be  operating  costs,  and  including  the 
maintenance  of  the  track,  and  rate  on  investment,  and  all  those  things 
which  they  are  now  compelled  to  pay,  between  Ensley  and  Bir- 
mingham. 

The  Chaiejian.  The  Interstate  Commerce  Commission  would  not 
have  any  power  to  compel  the  railroads  to  do  that,  would  they? 

Mr.  Atkinson.  I  do  not  think  so. 

The  Chairman.  They  would  abandon  their  own  tracks  and  use 
your  tracks  instead  of  those  of  the  Birmingham  Southern,  in  that 
case? 

Mr.  Atkinson.  Yes. 

Mr.  Steeling.  The  roads  are  not  apt  to  do  it  gratuitously  ? 

Mr.  Atkinson.  No,  sir.  I  would  not  attempt  to  stand  here  and 
say  what  is  equitable  for  the  other  roads.  I  have  not  considered  that. 
They  are  looking  out  for  their  own  interests. 

Mr.  Beall.  Is  it  not  your  judgment  that  it  would  entail  an  addi- 
tional burden  upon  all  of  the  roads  entering  Birmingham,  if  they 
entered  into  it? 

Mr.  Atkinson.  If  they  entered  into  that  arrangement  it  would 
mean  allowing  the  Birmingham  Southern  a  division  of  the  through 
rate  which  they  are  now  getting  themselves. 

Mr.  Beall.  Twenty  cents  a  ton  ? 

Mr.  Atkinson.  Twenty  cents  a  ton. 

Mr.  Beall.  Which  probably  amounts  to  more  than  the  cost  to  them 
of  doing  such  work  themselves  ? 

Mr.  Atkinson.  I  doubt  that.    I  doubt  if  it  is  more  than  the  cost. 

Mr.  Beall.  And  if  it  costs  20  cents  a  ton  to  do  that  work,  is  there 
any  special  reason  why  the  Birmingham  Southern  would  be  anxious 
to  receive  the  freight? 

Mr.  Atkinson.  In  arranging  this  schedule  of  rates  and  divisions 
we  tried  to  arrive  at  figures  that  were  approximately  cost,  and,  in 
our  judgment  we  did  that.  We  were  particularly  careful,  and  paid 
a  great  deal  of  attention  to  the  amount  of  the  divisions. 

Mr.  Beall.  Can  you  explain,  then,  the  particular  anxiety  upon 
the  part  of  the  Birmingham  Southern  to  have  this  arrangement  en- 
tered into  when  their  compensation  only  equals  the  actual  cost  of  the 
work  they  do  ? 

Mr.  Atkinson.  Why,  of  course,  because  if  they  can  succeed  in 
getting  cost  they  are  getting  cost  as  compared  to  getting  nothing 

The  Chaieman.  They  are  getting  nothing  in  any  case,  and  it  is 
better  to  get  this  than  to  get  nothing. 
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Mr.  Gardner.  It  is  just  the  difference  between  running  empty 
cars  and  running  full  ones. 

Mr.  Beall.  They  would  then  be  getting  compensation  for  such 
work  as  they  do  now  in  connection  with  those  plants  as  would  ordi- 
narily be  done  by  a  plant-facility  road. 

Mr.  Atkinson.  I  would  not  say  that.  I  do  not  know  what  is 
meant  by  a  plant-facility  road. 

Mr.  Beall.  What  other  work  are  they  doing  now? 

Mr.  Atkinson.  They  are  doing  quite  considerable  work  for  the 
general  public.  They  are  handling  a  good  deal  of  commercial  coal 
and  of  general  merchandise  business. 

Mr.  Beall.  They  get  compensation  for  that. 

Mr.  Atkinson.  They  get  compensation,  as  I  understand  it.  They 
have  a  local  tariff,  and  that  tariff  for  business  which  is  handled  lo- 
cally upon  their  road  is  in  addition  to  the  Birmingham  rates,  so  that 
any  one  using  the  Birmingham  Southern  Eoad  is  at  a  disadvantage. 

Mr.  Beall.  Do  you  mean  to  say  that  if  a  shipment  of  freight  origi- 
nating in  one  of  those  independent  plants  was  transferred  to  your 
road  from  the  Birmingham  Southern  and  shipped  out  to  Atlanta, 
say,  it  would  not  take  the  Birmingham  rate? 

Mr.  Atkinson.  Exactly ;  it  would  take  the  Birmingham  rate  plus 
a  Birmingham  Southern  rate.  Take  this  case,  for  instance.  Here 
is  the  best  illustration.  Here  is  Wylam  right  there  [indicating  on 
the  map].  That  is  the  line  of  the  Birmingham  Southern  that 
branches  off  at  Ensley  and  runs  out  here  to  a  number  of  their  coal 
mines,  terminating  here  [indicating  on  map],  where  they  have  a 
large  reservoir.  The  town  of  Wylam,  which  is  a  town  of  several 
thousand  people,  has  only  one  railroad,  the  Birmingham  Southern. 
The  only  way  they  can  ship  goods  in  and  out  of  the  town  is  by  the 
Birmingharn  Southern,  unless  they  haul  them  by  wagons  over  here 
to  the  trunk'  line.  If  a  shipper  or  consignee  ships  from  Wylam  over 
the  Birmingham  Southern  to,  we  will  say,  Atlanta  or  any  other 
point  in  outside  territory,  he  pays  the  Birmingham  rate — ^that  is, 
the  regular  Birmingham  rate  on  all  the  roads  from  these  group 
points  plus  the  local  rate  of  the  Birmingham  Southern — and  he  is  just 
that  much  worse  off  than  a  man  located  over  here  in  one  of  these 
other  towns  that  has  not  got  the  other  lines;  he  is  worse  off  by  the 
amount  that  the  Birmingham  Southern  charges  him. 

Mr.  Beall.  He  is  unfortunate  in  not  being  located  on  a  through 
line! 

Mr.  Atkinson.  Yes;  he  is  under  a  disadvantage. 

Mr.  Gardner.  I  should  like  to  ask  you  a  few  questions,  Mr. 
Atkinson.  The  questions  and  answers  have  gone  on  upon  the  as- 
sumption that  the  alternative  for  a  railroad  would  be  to  make  the 
same  arrangement  as  you  have  made  in  the  event  that  the  Interstate 
Commerce  Commission  decided  that  what  they  are  doing  now  for 
the  Tennessee  Coal.  &  Iron  Co.  is  merely  switching  service — ^bring 
the  freight  to  Birmingham  or  to  Bessemer  in  order  to  be  able  to  get 
their  20  per  cent  division  of  rate. 

Mf.  Atkinson.  Yes. 
.    Mr.  Gardner.  As  the  conversation  went  on  it  was  assumed  that 
the  alternative  of  not  doing  that  was  the  abandonment  of  the  field  in 
the  Southeast  to  you.    Did  you  not  mean  the  abandonment  of  that 
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field  only  so  far  as  Tennessee  Coal  &  Iron  shipments  are  concerned, 
because  there  could  not  be  any  possible  reason  for  the  independent 
shippers  to  prefer  your  road  to  the  other  road  if  they  did  not  get 
that  division  of  rate  through  ownership  in  the  Birmingham  Southern? 

Mr.  Atkinson.  That  is  correct. 

Mr.  Gardner.  In  other  words,  they  are  going  to  abandon  their 
Tennessee  Coal  &  Iron  business  or  else  enter  into  the  same  arrange- 
ment and  then  transport  around? 

Mr.  AtkksSON.  No;  I  would  not  say  that. 

Mr.  Gardner.  Let  me  go  on  for  a  moment.  That  is  the  way  the 
evidence  has  run.  That  if  the  Interstate  Commerce  Commission 
should  decide  that  transporting  freight  to  Bessemer  or  to  Birming- 
ham is  transportation,  and  therefore  entitled  to  a  division  of  rates, 
whereas  switching  is  only  switching  and  therefore  not  entitled  to 
a  division  of  rates,  then  it  will  be  necessary  for  these  railroads 
running  to  competitive  points  with  you  either  to  abandon  the  field 
or  else  to  make  the  same  arrangements  that  you  have  made  and 
then  proceed  to  carry  freight  from  Bessemer  and  from  Birming- 
ham instead  of  carrying  it  from  the  furnace  itself. 

Mr.  Atkinson.  Unless  they  were  allowed  and  chose  and  elected 
to  make  a  similar  allowance. 

Mr,  Gardner.  That,  obviously,  only  applies  to  Tennessee  Coal  & 
Iron  business,  does  it  not? 

Mr.  Atkinson.  I  would  not  say  that.  I  am  dealing  with  this 
purely  as  a  railroad  question. 

Mr.  Gardner.  But  take  the  Sloss-Sheffield  Co.,  for  instance.  Why 
would  they  care  whether  they  shipped  by  one  railroad  or  by  another 
railroad?  They  would  not  care,  because  they  do  not  own  any  rail- 
road on  which  they  are  going  to  get  a  division  of  rate. 

Mr.  Atkinson.  No;  they  do  not  care. 

Mr.  Gardner.  Let  mc  ask  you  this  question :  Is  it  true  that  the 
whole  field  can  be  absorbed  by  you?  Are  you  a  big  enough  company 
to  absorb  all  that  freight  coming  from  the  Tennessee  Coal  &  Iron 
Co.  and  going  to  the  Southeast  ? 

Mr.  Atkinson.  The  effect  of  this  thing,  if  our  tariff  goes  into 
effect,  will  not  amount  to  anything  on  the  other  roads. 

Jlr.  Gardner.  That  is  to  say,  the  business  going  to  the  Southeast 
is  so  big  that  you  could  not  possibly  occupy  the  whole  field? 

Mr.  Atkinson.  Oh.  a  very  small  percentage. 

Mr.  Gardner.  I  mean  the  business  is  so  big  that  you  could  not  oc- 
cupy the  whole  field? 

Mr.  Atkinson.  If  this  tariff  went  into  effect  to-day  or  had  been 
in  effect  a  year  the  conditions  of  handling  the  traffic  would  be  com- 
paratively little  changed. 

Mr.  Gardner.  Is  that  because  the  traffic  is  so  small  that  it  is  un- 
important or  because  it  is  so  large  that  you  can  not  handle  it? 

^fr.  Atkinson.  It  is  because  the  destination  of  the  traffic  is  con- 
trolled by  commercial  conditions  and  it  is  controlled  by  the  con- 
suming points. 

jlr.  Gardner.  You  say  it  will  make  very  little  difference.  I  say 
is  that  because  the  traffic  is  of  so  little  importance,  or  is  it  because 
the  traffic  is  so  vast  that  you  can  not  handle  more  than  a  small  part 
of  it? 
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Mr.  Atkinson.  The  total  tonnage  is  very  large;  but  the  proportion 
of  that  tonnage  which  is  consumed  in  territory  that  we  reach  is  very 
small.    Is  not  that  an  answer? 

^  Mr.  Gardner.  Yes;  but  so  far  as  that  territory  is  concerned,  they 
would  be  obliged  to  abandon  the  field,  so  far  as  the  Tennessee  Coal 
&  Iron  Co.  is  concerned,  or  else  make  the  same  arrangement  with  the 
Birmingham  Southern?     Is  that  correct? 

Mr.  Atkinson.  They  certainly  would  be  at  a  disadvantage  unless 
they  met  it  in  some  way  on  business  going  into  our  territory  which 
they  could  handle,  too,  on  this  allowance. 

Mr.  Gardner.  Would  they  get  a  pound  of  business  of  the  Tennessee 
Coal  &  Iron  Co.  going  into  your  territory  ? 

Mr.  Atkinson.  I  doubt  if  they  would,  as  long  as  that  difference 
existed. 

Mr.  Gardner.  That  is  what  I  wanted  to  get  at. 

Now,  to  come  to  this  question  which  Mr.  Beall  raised  first  with  j^ou, 
as  to  fairness  and  justice:  Suppose  there  are  four  farmers.  Three  of 
them  have  expended  capital  in  buying  farms  and  building  fences  and 
building  houses  and  improving  them.  The  fourth  has  been  put  to  no 
such  expense,  except  his  education  and  the  raising  of  such  means  as 
are  at  his  disposal.  There  is  another  man  who  has  expended  all  the 
capital  in  producing  the  farm  that  the  three  competitive  farmers 
have  spent.  He  has  spent  all  his  money  in  the  house,  the  fields,  and 
so  on.  Suppose  you  say  that  you  want  to  compete  for  the  farming 
in  that  district ;  would  it  be  fair  for  you  to  come  to  that  farmer,  who 
had  a  farm  for  lease,  and  say,  "  I  will  make  an  arrangement  with 
you  by  which  you,  who  have  spent  all  this  money  in  competition  with 
these  other  three  farmers,  shall  get  a  profit,  and  I,  who  shall  also 
perform  a  function  toward  getting  the  goods  of  that  farm  to  market^ 
shall  get  a  profit "  ?     Would  that  be  fair  ? 

Mr.  Atkinson.  That  does  not  seem  to  me  to  be  an  analagous  case 
to  this.  I  think  the  shoe  is  on  exactly  the  other  foot  in  this  situation. 
This  railroad  that  is  deprived  of  doing  through  business,  we  will  say, 
or  is  deprived  of  the  rights  and  privileges  of  a  common  carrier,  has 
made  this  great  investment,  and,  owing  to  the  action  or  complaint  of 
one  of  its  competitors,  these  tariffs  are  held  up.  It  has  this  invest- 
ment of  millions.  It  wants  to  utilize  it.  It  wants  to  utilize  it  on 
terms  the  same  as  its  competitors. 

Mr.  Gardner.  Yes;  but  here  are  three  farmers  who  have  spent  a 
great  deal  of  capital,  four  or  five  millions,  analagous  to  those  lines 
which  have  built  around  there  frorii  Bessemer  to  Birmingham, 
touching  at  all  the  plants. 

Mr.  Atkinson.  There  are  four  farmers.  The  Birmingham  South-i 
ern  is  one  of  them. 

Mr.  Gardner.  One  of  those  farmers  desires  to  make  connections 
with  a  tenant.  The  others  wish  to  farm  their  own  plants.  The  ten- 
ant comes  along,  and  he  asks  to  be  permitted  to  hire  that  farm  on  a 
division  of  the  profits.  I  ask  you  whether  it  is  fair  that  he  should 
be  allowed  to  do  so? 

Mr.  Atkinson.  I  should  like  to  ask  you  to  whom  you  allude  as 
the  farmer  in  this  case? 

Mr.  Gardner.  It  seems  to  me  it  is  absolutely  fair  that  he  should 
be  allowed  to  do  so. 


2210  UNITED    STATES   STEEL    CORPOKATION. 

Mr.  Atkinson.  I  think  it  is.  j.  -i       j 

Mr.  Gardner.  It  seems  to  me  it  is  obvious  that  if  four  railroads 
have  spent  their  capital  in  going  around  between  Birmingham  and 
Bessemer  in  such  a  way  as  to  connect  with  the  plants,  there  is  no 
unfairness  whatever  in  any  railroad  coming  in  there  and  finding  one 
of  those  farmers  who  wishes  to  share  profits  with  it,  for  his  own 
advantage,  and  the  advantage  of  both  parties. 

Mr.  Atkinson.  It  does  not  seem  to  me  that  there  is  any  unfair- 
ness in  it,  either. 

Mr.  Gardner.  The  questions  which  were  directed  at  you  rather 
implied  that  it  was  unfair  for  anyone  who  had  not  expended  that 
capital  to  be  put  on  equal  terms  with  those  that  had,  even  if  he  hired 
the  facility  of  a  fourth  who  had  also  done  the  same  thing,  to  wit, 
the  Birmingham  Southern. 

Mr.  Atkinson.  I  do  not  agree  with  that  view  at  all. 

Mr.  Gardner.  I  did  not;  but  I  thought  I  would  put  the  question. 

Mr.  Atkinson.  You  might  say  the  farmer  that  we  propose  to  use 
has  made  the  largest  expenditure  there  and  is  being  deprived  of  the 
proper  opportunity  to  use  it.  We  come  along  and  say,  "  Here,  we 
will  join  you,  and  we  will  pay  you  for  the  use  of  your  property." 
That  is  all  there  is  in  it.  We  want  to  utilize  his  property  to  reach 
these  industries.  We  have  an  absolute  right  to  select  the  means  by 
which  we  shall  reach  them. 

Mr.  Gardner.  And  the  mere  fact  that  it  is  not  you  but  somebody 
else  that  expended  the  capital  is  no  reason  why  you  should  not  malie 
an  arrangement  with  the  people  who  have  expended  the  capital, 
provided  you  give  them  a  return  for  that  capital? 

Mr.  Atkinson.  It  has  nothing  to  do  with  it.  We  are  bound  to 
give  them  a  fair  return  for  the  use  of  that  capital,  and  we  have  the 
right  to  use  their  capital  and  plant.    That  is  my  position. 

Mr.  Gardner.  Therefore  it  is  not  putting  people  who  have  ex- 
pended no  capital  on  a  par  with  people  who  have  expended  capital? 

Mr.  Atkinson.  Not  at  all. 

Mr.  Gardner.  Because  you  enter  into  an  alliance  with  the  man 
who  has  expended  the  capital,  and  you  make  a  return  to  him  for 
the  capital  he  has  expended  ? 

Mr.  Atkinson.  That  is  absolutely  correct.  Further  than  that,  _we 
have  spent  millions  and  millions  of  dollars  in  reaching  the  point 
where  we  can  utilized  the  capital  of  the  other  man. 

Mr.  Gardner.  Suppose  the  Atlanta,  Birmingham  &  Atlantic,  in- 
stead of  making  this  arrangement,  were  to  proceed  and  make  a 
fifth  parallel  on  that  line  which  touches  all  the  furnaces.  It  would 
be  manifestly  fair  that  then  you  should  compete  on  equal  terms, 
would  it  not  ? 

Mr.  Atkinson.  Yes ;  certainly. 

Mr.  Gardner.  Suppose,  instead  of  completing  that  line  of  yotur 
own,  you  make  traffic  arrangements  with  those  who  have  completed 
the  line.    In  what  way  is  that  any  less  fair  ? 

Mr.  Atkinson.  Not  in  an^  way.  The  question  of  fairness  does 
not  enter  into  it  at  all,  in  my  judgment. 

Mr.  Gaednbb.  Therefore,  when  you  said  a  little  while  ago  that 
fairness  did  not  enter  into  business  arrangements  as  much  as  you 
wished  it  did,  nevertheless  in  this  case  the  business  arrangement  is 
perfectly  fair? 


UNITED   STATES   STEEL  CORPORATION.  2211 

Mr.  Atkikson.  Perfectly  fair;  .perfectly  fair.  I  was  speaking 
generally  of  business. 

Mr.  Gardmek.  I  quite  understand  you. 

Mr.  Atkinson.  Personally,  I  do  not  want  to  make  an  arrangement 
that  is  not  fair.    I  would  rather  not  make  it  at  all. 

Mr.  Gardner.  Most  men  would  prefer  not  to. 

The  Chairman.  I  want  to  ask  you  one  question:  Did  the  Frisco 
System  offer  to  share  its  traffic  paralleling  the  Birmingham  Southern 
traffic  with  the  Atlanta,  Birmingham  &  Atlantic? 

Mr.  Atkinson.  Yes;  I  think  the  Louisville  &  Nashville  and  the 
Frisco,  either  jointly  or  separately,  offered  us  trackage  over  its  lines 
to  Corey  and  Ensley. 

The  Chairman.  If  you  eventually  did  not  perfect  this  agreement  ? 

Mr.  Atkinson.  If  we  did  not,  or  as  an  inducement  not  to. 

The  Chairman.  They  offered  it  as  an  inducement  not  to.  What 
was  the  full  extent  of  that  offer?  Explain  how  it  was  and  what  it 
was. 

Mr.  Atkinson.  As  I  remember  it — I  did  not  go  into  it  very  care- 
fully, because  I  did  not  entertain  it— the  Louisville  &  Nashville  and 
the  Frisco  both  have  tracks  into  Birmingham  proper.  The  Frisco 
line  is  this  one  [indicating  on  map],  through  Ensley  to  Bessemer. 
The  Louisville  &  Nashville  also  has  a  track  from  Birmingham;  I 
can  not  trace  it  exactly ;  the  letters  are  not  on  here,  but  I  am  following 
it  [indicating  on  map]  to  Bessemer.  I  can  not  give  the  details  of 
the  offer;  it  was  made  verbally  at  a  meeting  in  Louisville;  but  they 
offered  to  afford  the  Atlanta,  Birmingham  &  Atlantic  trackage  rights, 
as  I  remember  it,  over  their  lines.  I  think  the  offer  was  a  joint  offer, 
but  they  were  both  involved  in  it.  They  offered  to  give  the  Atlanta, 
Birmingham  &  Atlantic  road  trackage  over  their  lines  to  reach  those 
points. 

The  Chairman.  And  a  division  of  the  traffic? 

Mr.  Atkinson.  No ;  no  division  of  the  traffic. 

The  Chairman.  What  did  they  charge  you  for  that  trackage? 

Mr.  Atkinson.  I  did  not  go  into  the  details.  I  did  not  entertain 
the  proposition ;  but  I  presume  the  arrangement  would  be  the  usual 
one  which  is  common  in  railroad  practice — interest  on  the  investment 
and  maintenance  charges  on  a  wheelage  basis. 

The  Chair.-vian.  In  other  words,  they  offered  to  let  you  go  in  there 
over  their  tracks  at  the  same  cost  that  they  went  over  them  ? 

Mr.  Atkinson.  I  would  not  say  at  the  same  cost. 

Tlie  Chairman.  Those  were  the  terms  ? 

Mr.  Atkinson.  The  offer  was  made,  the  terms  of  payment  or  the 
payment  for  the  privilege  to  be,  as  I  have  said,  based  upon  interest 
on  the  investment  and  maintenance  based  on  a  wheelage  basis. 

The  Chairman.  What  do  you  mean  by  "based  on  a  wheelage 
basis"? 

Mr.  Atkinson.  For  instance,  say,  two  roads  are  using  a  line  and 
each  is  running  trains  over  it;  the  cars  are  counted  and  the  main- 
tenance is  divided  between  them  proportionately  to  the  number  of 
oars  each  carries  over  the  line. 

The  Chairman.  And  if  that  agreement  had  been  kept  in  good 
faithj  the  road  furnishing  this  facility  would  only  have  been  remu- 
nerated for  its  actual  expenses  in  providing  it  and  interest  on  the 
investment  ? 
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Mr.  Atkinsox.  That  is  what  we  would  have  paid  for  the  ostensible, 
apparent  use  of  that  track. 

The  Chaieman.  If  that  agreement  had  been  entered  into,  then  you 
would  have  had,  over  the  roads  of  the  carriers  making  this  conces- 
sion, physical  connection  with  the  various  plants  in  that  region 
touched  by  them  ? 

Mr.  Atkinson.  Apparently  we  would  have. 

The  Chaikman.  Apparently? 

Mr.  Atkinson.  Apparently. 

The  Chaibman.  And  if  you  had  reached  them  in  that  way,  all  of 
these  concerns  would  have  shipped  over  your  line  under  the  same 
conditions  and  paying  the  same  freight  rates,  whether  they  might  be 
the  Tennessee  Coal  &  Iron  Co.  or  any  other  concern  ? 

Mr.  Atkinson.  I  do  not  think  that  would  have  been  the  result  of 
the  transaction.    That  is  the  reason  why  I  did  not  go  into  it. 

The  Chairman.  Why  would  it  not? 

Mr.  Atkinson.  It  is  difficult  to  explain  all  that  to  anyone  but  a 
railroad  man.  But  you  can  not  go  into  another  road's  terminals 
under  such  an  arrangement  as  that  and  do  much  business.  I  have 
tried  it. 

The  Chairman.  I  am  not  talking  about  the  amount  of  business. 
What  I  mean  is  this 

Mr.  Atkinson.  I  thought  that  was  your  question. 

The  Chairman.  No.  sir.  If  the  Woodward  Iron  Co.,  we  will  say — 
if  it  had  been  so  reached — the  Republic  Iron  &  Steel  Co.,  and  the 
Tennessee  Coal  &  Iron  Co.,  had  each  tendered  you  freight  under 
this  arrangement,  they  would  all  have  paid  the  same  rate  to  you  ? 

Mr.  Atkinson.  That  is  true. 

Mr.  Gardner.  Mr.  Atkinson,  in  this  proposition  that  was  made  to 
you  which  you  did  not  entertain,  it  was  supposed  that  at  cost  price, 
or  whatever  the  arrangement  was,  you  should  have  the  opportunity  to 
use  the  Louisville  &  Nashville  tracks  and  the  St.  Louis  &  San  Fran- 
cisco tracks,  and  to  use  their  terminals.  May  I  ask  you,  as  a  railroad 
man,  whether  you  would  prefer  to  use  the  railroad  terminals  of  rail- 
roads that  were  competitive  with  you  all  through  your  business,  or 
whether  you  would  prefer  to  use  the  terminals  and  facilities  of  a 
noncompetitive  railroad? 

Mr.  Atkixscix.  Of  course,  that  is  the  very  point.  We  preferred 
and  elected  to  use  the  terminals  of  a  noncompetitive  road — ^tliat  is,  a 
friendly  connection. 

Mr.  Gardxer.  That  is,  not  having  any  terminals  and  connections 
of  your  own.  you  preferred  to  make  arrangements,  if  the  law  would 
allow  it,  with  terminals  which  were  in  no  sense  hostile  or  competi- 
tive? 

Mr.  Atkixs(ix.  That  is  exactly  the  case. 

Mr.  Reed.  I  should  like  to  suggest  a  question,  if  I  may.  All 
through  this  witnesses's  examination  it  has  been  assumed  to  be  his 
opinion  that  in  case  this  20-cent  division  were  allowed  to  go 
into  effect,  and  in  case  the  other  railroads  did  not  follow  it,  all  of  the 
Tennessee  Coal  &  Iron  traffic  that  could  be  sent  over  the  Atlanta, 
Birmingham  &  Atlantic  line  would  be  sent  in  that  way.  I  do  not 
know  whether  the  witness  has  expressed  that  as  his  opinion  or  not. 

Mr.  Atkinson.  Xo;  I  have  not. 


UNITED   STATES   STEEL   CORPORATION.  2213 

Mr.  Reed.  But  it  occurs  to  me  that  it  would  be  interesting  to  know 
the  witnesses's  opinion  as  to  Avhether  the  Steel  Corporation  can 
ignore  the  purchasers  of  its  output  to  such  an  extent. 

Mr.  Gardner.  All  right ;  I  will  ask  that  question. 

In  the  event  that  this  traffic  arrangement  is  sustained,  is  it,  in  your 
opinion,  the  fact  that  all  freight  which  the  Tennessee  Coal  &  Iron 
Co.  can  divert  in  your  direction  will  be  diverted  in  your  direction  ? 

Mr.  Atkinson.  No ;  I  do  not  think  that  would  necessarily  follow, 

Mr.  Gardner.  Why  not  ? 

Mr.  Atkinson.  I  think  their  relations  with  the  roads  require  that 
they  shall  consider  their  business  interests  in  dealing  with  them. 

Mr.  Gardner.  What  do  you  mean  by  "  their  business  interests  "  ? 

Mr.  Atkinson.  They  are  all  purchasers  of  rails  of  the  Tennessee 
Co.    The  Tennessee  Co.  is  dependent  largely  upon  their  custom. 

Mr.  Gardner.  That  is,  they  would  not  want  to  offend  their  cus- 
tomers ? 

Mr.  Atkinson.  They  naturally  would  not  want  to,  and  in  my  judg- 
ment they  would  not.  They  certainly  would  give  us  a  share  of  the 
business. 

Mr.  Gardner.  Perhaps  a  little  more  than  your  proportional  share? 

Mr.  Atkinson.  I  think  they  might  favor  us  a  little.  I  think  it 
would  be  natural. 

Mr.  Gardner.  I  think  it  would  be  very  proper. 

Mr.  Eeed.  I  doubt  if  it  is  possible,  though,  to  be  so  unfair  as  to 
give  all  the  traffic  to  one  road. 

Mr.  Gardner.  The  truth  is  probably  between  the  two  extremes. 

Mr.  Sterling.  The  shipper  could  route  the  freight  as  he  wanted 
to,  could  he  not? 

Mr.  Atkinson.  Of  course,  it  is  absolutely  under  the  control  of  the 
shipper. 

Mr.  Sterling.  The  purchaser,  I  mean  ? 

Mr.  Atkinson.  In  many  cases  it  is. 

Mr.  Sterling.  He  could  route  it? 

Mr.  Atkinson.  In  many  cases. 

Mr.  RossEK.  That  is  likely  to  be  a  large  percentage,  too. 

Mr.  Atkinson.  There  is  one  point  I  meant  to  bring  out  that  I 
did  not  mention  and  that  is  that  the  Central  of  Georgia  Railroad  is  in 
almost  the  same  position  we  are  in.  It  does  not  reach  any  of  these 
industries.  I  am  not  sure  whether  it  availed  itself  of  that  offer 
or  not.  The  same  offer  that  was  made  to  us,  or  made  to  the  Atlanta, 
Birmingham  &  Atlantic  Railroad,  was  made  to  the  Central  of 
Georgia  Railroad  in  this  meeting  in  Louisville  that  I  speak  of.,  Idc- 
cause  they  do  not  reach  with  their  own  rails  these  important  in- 
dustries that  are  located  on  the  Birmingham  Southern  and  these 
other  roads.  It  is  as  much  to  the  interest  of  the  Central  of  Georgia 
Railroad  to  make  this  arrangement  as  it  is  to  ours,  in  mj  judgment. 

Mr.  Gardner.  Why  have  they  not  made  it?  Are  they  waiting  to 
see  whether  yours  will  go  through  ? 

Mr.  Atkinson.  I  think  so.  Of  course,  in  stating  anything  as  to 
the  action  of  the  Central  of  Georgia  Railroad  I  am  only  stating  it 
as  an  opinion.    I  know  nothing  about  it. 

Mr.  Gardner.  That  is  all  we  asked.  We  did  not  suppose  you 
knew  the  intentions  of  the  Central  of  Georgia  Railroad. 
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Mr.  Atkinson.  The  Illinois  Central  controls  the  Central  of 
Georgia  now;  and  the  Illinois  Central  does  not  reach  Avith  its  rails 
these  important  industries. 

?.Ir.  Smith.  Yes,  it  does. 

Mr.  Atkinson.  Not  with  its  own  rails. 

Mr.  Smith.  It  does  with  trackage. 

Mr.  Atkikson.  But  that  is  a  different  thing  from  its  own  rails. 

Mr.  Gaednee.  We  will  ask  that  question  of  Mr.  Smith  later.  I  will 
ask  you,  Mr.  Atkinson,  whether  the  Illinois  Central,  in  your  opinion, 
reaches  the  same  facilities  with  its  own  rails? 

Mr.  Atkinson.  Xot,  in  my  judgment,  as  if  it  had  its  own  rails. 
It  has  trackage,  as  I  am  informed,  over  the  Frisco. 

Mr.  Gaednee.  We  will  ask  that  question  of  Mr.  Smith  later. 

Mr.  Atkinson.  Is  there  anything  else? 

Mr.  Beall.  Does  the  Central  of  Georgia  Railroad  touch  the  Bir- 
mingham Southern?    Does  it  come  in  physical  connection  with  it? 

Mr.  Atkinson.  I  think  it  does  at  Birmingham;  yes,  sir.  For  a 
minute  I  was  not  positive. 

Mr.  Beall.  Does  the  Illinois  Central? 

Mr.  Atkinson.  The  Illinois  Central  does,  too,  at  Birmingham. 

The  Chaieman.  What  terms  did  the  Frisco  people  make  under 
that  agreement ;  do  you  know  ?  I  have  asked  you,  but  perhaps  you 
have  explained  that.  Are  the  Frisco  sj'stem  and  the  A.  B.  &  A.  .com- 
petitors ? 

Mr.  Atkinson.  No,  sir. 

The  Chaieman.  Does  the  Birmingham  Southern  deliver  at  Bir- 
mingham all  coal  originating  in  the  mines  of  the  Tennessee  Coal  & 
Iron  &  Eailroad  Co.? 

Mr.  Atkinson.  No  ;  I  do  not  think  so.  A  very  large  proportion  of 
the  coal  mined  at  the  mines  of  the  Tennessee  Co.  is  consumed  in  mak- 
ing coke.  It  does  ship  a  large  amount  of  commercial  coal;  and  I 
imagine  that  coal  is  interchanged  with  the  trunk  lines  at  the  most 
convenient  point  of  interchange. 

The  Chaieman.  That  would  be  Birmingham,  would  it  not? 

Mr.  Atkinson.  No  ;  it  would  not.  It  might  be  at  Ensley ;  it  might 
be  at  a  number  of  different  points.  I  think  that  is  the  condition; 
and  that  applies  to  all  the  interchange  of  all  freight  as  between  the 
trunk  lines  and  the  Birmingham  Southern.  It  is  done  at  these  near- 
est interchange  points. 

The  Chaieman.  Are  there  any  other  questions?  If  not,  Mr.  At- 
kinson, the  committee  is  very  grateful  to  you  for  your  kindness 
in  appearing  before  us. 

Mr.  Atkinson.  I  want  to  give  all  the  information  I  can. 

The  Chaieman.  I  am  sure  you  do,  and  I  am  sure  you  have. 

Mr.  Atkinson.  Thank  you. 

FURTHER  STATEMENT  OF  MR.  A.  R.  SMITH. 

The  Chaieman.  Mr.  Smith,  is  there  anything  you  want  to  say, 
touching  the  testimony  of  Mr.  Atkinson?  If  so,  we  shall  be  very 
glad  to  hear  from  you. 

Mr.  Smith.  I  believe  Mr.  Gardner  wished  to  ask  certain  specific 
questions. 
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Mr.  Gaednek.  I  would  rather  have  your  general  statement  in 
answer  to  Mr.  Atkinson.  li  I  think  of  anything  specific,  I  will  ask 
it  later. 

Mr.  Smith.  The  Frisco  system— the  St.  Louis  &  San  Francisco 
Railroad— works  westward  from  Birmingham  to  Memphis;  thence 
to  St.  Louis  and  Kansas  City,  and  so  forth.  It  is  in  no  sense  a  com- 
petitor of  the  Atlanta,  Birmingham  &  Atlantic.  I  have  not  been 
able  to  see  Mr.  Atkinson's  point  of  view,  therefore,  that  he  would 
not  have  gotten  fair  treatment  from  that  road,  either  as  a  connecting 
line  from  Ensley  and  Corey  or  had  he  used  the  trackage  rights.  My 
recollection  of  the  offer  made  by  Mr.  Biddle,  of  the  Frisco  system, 
was  that  he  should  pay  a  division  of  the  interest  charge  of  6  per  cent 
as  a  rental  basis,  the  actual  cost  of  operating  this  joint  track  to  be 
pro  rated  on  what  is  called  the  wheelage  basis.  In  other  words,  each 
line  would  pay  in  proportion  to  the  number  of  cars  handled.  As 
there  are  the  Seaboard,  the  Illinois  Central,  and  the  Frisco  itself 
using  that  track  it  would  have  meant  that  he  would  have  paid  about 
li  per  cent  as  the  rental,  and  then,  of  course,  whatever  the  actual 
cost  might  have  been.  My  understandinjg  further  of  a  trackage 
right  privilege  is  that  it  uses  its  own  engines,  its  own  cars,  and  so 
forth.  Consequently,  I  can  not  see  how  it  could  be  at  any  disad- 
vantage as  compared  with  any  other  user  of  that  track.  Naturally 
that  proposition  carries  with  it  the  use  of  such  sidetracks  or  lateral 
tracks  as  the  Frisco  might  have  had  in  the  particular  section  offered. 
I  might  say  that  it  did  not  mean — as  might  have  been  left  in  the 
minds  of  the  committee — ^that  they  had  the  right  to  run  up  here 
[^indicating  on  map].  The  offer  was  from  a  point  at  the  Ensley  yard 
limits  down  to  Bessemer. 

The  question  of  the  allowances  to  the  Birmingham  Southern  has 
been  referred  to  in  comparison  with  the  charges  demanded  by  the 
trunk-line  carriers.  As  a  matter  of  fact,  the  Birmingham  Southern's 
initial  proposition  to  at  least  three  of  the  trunk  lines  made  some  time 
this  summer — in  August — was  that  they  be  allowed  what  are  called 
district  rates — that  is,  the  published  tariff  rates  applying  from  Bir- 
mingham to  Thomas,  or  from  Thomas  to  Ensley,  or  Ensley  to  Bir- 
mingham, Ensley  to  Bessemer,  Bessemer  to  Birmingham,  and  so 
forth.  It  was  not  until  the  division  sheets  were  obtained  at  the 
hearing  before  the  commission  at  Birmingham  that  it  was  ascertained 
that  Mr.  Atkinson,  in  a  very  businesslike  way,  had  pushed  them 
down  and  gotten  somewhat  less  rates.  Those  rates  range  from  $2  a 
ton  down  to  20  cents  on  domestic  business,  with  some  exceptions  on 
export  business.  The  situation  has  not  developed  to  a  point  where 
it  is  up  to  the  trunk  lines  to  meet  those  rates. 

The  30-cent  proportion  referred  to  as  being  charged  by  the  trunk 
lines  on  coal  does  not  mean  on  this  little,  short  distance.  We  have  a 
large  number  of  mines— so  has  the  Southern  Railway  and  so  has  the 
Frisco — extending  a  very  considerable  distance  north  of  Birming- 
ham, west  of  Birmingham,  and  south  of  Birmingham. 

The  Chairman.  Those  are  the  ones  that  run  out  there  ? 

Mr.  Smith.  Very  much  farther  than  you  see  there — ^very  much  far- 
ther. The  30-cent  proportion  is  a  blanket  proportion  that  we  de- 
mand in  the  division  of  rates  on  coal  going  beyond  Birmingham  in 
connection  with  other  lines.    It  may  apply  for  a  short  haul— for  in- 
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stance,  from  Pratt  City  to  Birmingham — or  it  may  apply  for  a  long 
haul  of  40  or  50  miles.  It  is  just  a  blanket  proportion,  and  therefore 
it  does  not  seem  that  it  is  properly  to  be  compared  with  the  short-hau! 
rates  of  the  Birmingham  Southern, 

The  Cjtaibman.  In  that  connection,  so  far  as  the  Louisville  & 
Nashville  is  concerned,  it  developed  this  coal  region,  opened  these 
mines,  and  transported  this  coal  that  was  sold  commercially  at  a 
time,  as  I  understand  it,  before  the  iron  industries  of  Birmingham 
were  of  anything  like  the  proportion  they  are  now.    Is  that  true  ? 

Mr.  Smith.  Yes,  sir.  The  first  coal  development  and  the  handling 
into  Birmingham  of  the  trunk  lines  preceded  any  furnace  construc- 
tion in  Birmingham. 

Mr.  Gardner.  It  was  previous  to  Capt.  Pratt's  railroad;  was  it? 

Mr.  S^riTH.  That  is  what  I  say.  This  railroad  was  built  for  the 
purpose  of  developing  the  coal  mines  and  bringing  the  coal  to  Birm- 
ingham prior  to  any  iron  development  at  Birmingham  proper. 

Mr.  Gardner.  Was  this  railroad  which  you  point  to,  running  from 
Birmingham  to  Pratt  City,  built  by  the  Louisville  &  Nashville,  or  by 
Capt.  Pratt,  or  somebody? 

Mr.  Smith.  It  was  built  by  Col.  Daniel  Pratt  and  his  associates, 
to  develop  the  coal  measures  lying  in  and  around  Pratt  City,  in 
about  1871. 

Mr.  Gardner.  That  is  part  of  the  Birmingham  Southern  now? 

Mr.  S.MiTH.  It  belongs  solely  to  the  Birmingham  Southern, 

Mr.  Gakdner.  I  do  not  quite  understand  that.  You  said  that  the 
rate  from  Ensley  to  Birmingham,  when  you  were  going  to  ship 
out  freight  on  some  other  road,  was  a  30-cent  blanket  rate.  Do  you 
mean  to  say  that  you  charge  30  cents  for  shipping  freight  from 
Ensley  to  Birmingham? 

Mr.  Smith.  We  charge  30  cents  to  Birmingham  out  of  the 
through  rates  on  coal  from  all  mines  on  the  Louisville  &  Nashville 
Railroad. 

Mr.  Gardner.  On  what  railroad  do  you  ship  out  of  Birmingham? 
To  what  railroad  do  you  deliver  that  freight  by  some  interchange! 

Mr.  Smith.  We  have  arrangements  with  the  Central  of  Georgia, 
the  Seaboard 

Mr.  Gardner.  Take  the  Central  of  Georgia.    Where  does  it  run  to? 

Mr.  Smith.  It  runs  eastward. 

Mr.  Gardner.  To  Macon? 

Mr.  Smith.  It  runs  eastward,  covering  a  very  material  proportion 
of  Georgia. 

Mr.  Gardner.  Does  it  run  to  Macon,  for  instance? 

Mr.  Smith.  Yes,  sir. 

Vr.  Gardxkk.  All  right.  Suppose  you  have  a  consignment  of 
coal  shipped  from  Ensley  to  Macon,  and  that  at  Birmingham  that 
coal  is  goinfr  to  be  transshipped  to  the  Central  of  Georgia.  How 
much  of  that  freight  rate  do  you  get  for  the  shipping  of  it  from 
Ensley  as  far  as  Birmingham  ? 

Mr.  Smith.  Thirty  cents.  My  pencil  is  on  Birmingham  now 
[indicating  on  map].  There  are  minas  on  the  Louisville  &  Nash- 
ville Railroad  about  46  or  47  miles  removed  from  Birmingham  on 
the  north  and  thirty-odd  miles  removed  from  Birmingham  on  the 
south.  We  would  charge  that  same  proportion.  We  charge  it,  in 
other  words,  from  each  mine,  regardless  of  the  haul. 
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Mr.  Gakdner.  Within  a  radius  of  50  miles,  say? 

Mr.  Smith.  That  includes  all  the  mines;  and  the  charge  is  the 
same  from  the  P'risco  mines — the  St.  Louis  &  San  Francisco  mines — 
west  of  Birmingham,  and  the  Southern  Railway  mines  west  and 
south  of  Birmingham. 

Mr.  Gardner.  Why  is  it  that  irrespective  of  the  length  of  the 
haul  your  share  is  always  30  cents  ? 

Mr.  Smith.  We  make  what  we  call  a  blanket  rate.  That  is,  the 
rates  are  the  same  from  all  mines  to  a  given  destination. 

Mr.  Gardner.  That  is  in  order  to  put  all  the  mines  on  a  parity 
with  each  other? 

Mr.  Smith.  Yes,  sir. 

Mr.  Gardner.  Irrespective  of  their  physical  advantages? 

Mr.  Smith.  And  to  aid  the  mines;  we  must  make  the  business  as 
attractive  as  we  can  to  such  roads  as  we  need  to  reach  markets. 

Mr.  Gardner.  I  see.  It  is  the  application  of  an  unsound  prin- 
ciple to  an  absolute  necessity? 

Mr.  Smith.  I  see  the  inference  there.  We  believe  that  we  make 
no  money  on  that  30-cent  i;ate. 

Mr.  Gardner.  If  you  could  do  the  whole  volume  of  business  be- 
tween Ensley  and  Birmingham,  you  probably  would  make  money 
on  that  30-cent  rate? 

Mr.  Smith.  Yes,  sir;  but  what  we  would  make  at  Ensley  we 
would  lose  at  Stouts  Mountain. 

Mr.  Gardner.  I  understand  that. 

Mr.  Smith.  Mr.  Atlrinson  referred  to  the  difference  in  the  service 
that  the  Birmingham  Southern  would  perform  for  account  of  the 
A.,  B.  &  A.  Railroad  in  through  transportation  as  against  what  it 
would  perform  for  one  of  the  other  lines.  Heretofore  the  position 
of  the  trunk  lines  has  been  that  they  would  build  their  tracks  as 
near  as  practicable  to  the  different  plants — not  each  railroad  to  each 
plant,  of  course ;  but  those  who  could  would  build  to  the  plants,  and 
the  plants  would  establish  their  own  interplant  tracks  and  make 
the  connection  with  the  railroad,  and  perform  their  service  over 
these  interplant  tracks.  The  only  distinction  I  have  been  able  to 
ma:ke  in  my  mind  is  the  difference  in  the  quantity  of  the  service; 
not  in  the  character  of  it.  It  hauls  Ensley  freight  to  Bessemer,  a 
distance  of  about  9  miles,  whereas  it  would  switch  for  us,  or  handle 
for  us,  say,  a  mile. 

Mr.  Gardner.  That  is,  there  is  only  a  difference  in  degree? 

Mr.  Smith.  Yes,  sir. 

Mr.  Gardner.  Suppose  it  delivered  it  200  miles  instead  of  9  miles; 
would  it  be  anything  but  a  difference  of  degree  ? 

Mr.  Smith.  No,  sir.  In  line  with  my  testimony  yesterday,  I  think 
it  is  merely  a  question  of  degree.  The  character  of  the  service  re- 
mains the  same. 

Mr.  Gardner.  What  switching  service  consists  in  seems  to  be 
almost  illimitable.  Is  it  switching  service,  in  your  opinion,  or  is  it 
transportation,  so  far  as  the  Duluth,  Missabe  &  Northern  carry  iron 
ore  to  be  used  later  on  in  Pittsburgh?  Is  that  merely  a  part  of  the 
facility  of  the  Duluth,  Missabe  &  Northern,  irrespective  of  the  fact 
that  the  two  places  are  separated  by  the  Lakes  ? 
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Mr.  Smith.  If  you  do  not  mind,  sir,  I  should  prefer  to  have  your 
example  cited  down  here,  and  extend  the  Birmingham  Southern 
where  I  am  familiar  with  the  conditions. 

Air.  Gardner.  I  am  not  ?o  familiar  with  the  situation  down  there. 

The  Chairman'.  In  that  connection,  Mr.  Smith,  if  a  plant  at  New 
York  needed  raw  materials  in  San  Francisco,  and  owned  the  facDi- 
ties  for  transportation  from  New  York  to  San  Francisco  entirely,  no 
other  person  shipping  any  freight  over  that  road,  and  it  were  being 
used  simply  for  the  purpose  of  supplying  that  plant  with  its  raw  ma- 
terial, would  tlio  length  of  its  track,  even  though  it  be  2,800  miles, 
affect  its  status  as  a  plant  facility? 

Mr.  Smith.  I  think  not,  sir.  "if  a  manufacturing  plant  built  100 
miles  or  500  miles  of  track  for  the  purpose  of  drawing  its  raw  ma- 
terial for  its  own  use  and  distributing  its  products  for  its  own  ac- 
count, it  seems  to  me  that  it  would  have  constructed  a  plant  facility. 

The  Chairtman.  Its  status  as  a  plant  facility  is  determined  by  ita 
function,  not  by  its  extent? 

Mr.  Smith.  Yes,  sir. 

Mr.  Gardner.  It  seems  to  me  a  plant  would  be  a  railroad  facility. 

Mr.  Smith.  It  might  be  so  in  that  case.  The  thought,  though,  as 
I  tried  to  express  it,  was 

Mr.  Gardner.  I  do  not  think  you  seriously  mean  tliat  irrespective 
of  the  length,  and  of  what  other  business  is  transacted,  even  if  it  is 
a  minority  of  the  business,  it  is  a  plant  facility.  There  has  to  be 
some  reasonable  point  in  men's  minds  where  plant  facility  ends  and 
transportation  facilities  begin.  It  does  not  seem  to  me  that  we  can 
argue  longer  on  that  definition  and  decide  it  on  general  principles. 
I  tnink  you  will  have  to  decide  each  case  on  its  own  particular  merits. 

Mr.  Smith.  It  would  be  difficult  to  determine  how  much  of  the 
Birmingham  Southern  is  a  true  common  carrier,  for  the  reason  that 
it  does  only  about  2  or  3  per  cent  of  a  common-carrier  business,  ac- 
cording to  the  testimony  of  its  own  attorney. 

Mr.  Gardner.  Yes :  but  if,  under  this  agreement,  it  delivered  to 
Mr.  Atkinson's  road  there,  the  A.,  B.  &  A.,  it  would  be  performing  a 
very  distinct  transportation  service. 

Mr.  Smith.  You  mean  so  far  as  hauling  is  concerned,  as  distin- 
guished from  mere  switching? 

Mr.  Gardner.  I  mean  so  far  as  hauling  from  Ensley  to  Bessemer 
is  concerned. 

Mr.  Smith.  There  has  never  been  a  denial,  sir,  that  it  did  not  do 
a  transportation  service,  but  a  transportation  service  in  the  interest 
of  its  plant  and  for  and  on  account  of  its  plant. 

Mr.  Gardner.  I  am  trying  to  get  through  my  mind  why  it  would 
not  be  possible  to  subdivide  this  question  and  allow  them  transpor- 
tation reward  where  they  perform  transportation  service  and  allow 
them  switching  reward  where  thoy  perform  switcliing  service  and 
judpe  each  particular  ser\ice  on  what  they  actually  do,  not  on  gen- 
eral principles.  It  seems  to  me  the  Interstate  Commerce  Commission 
could  do  that;  and  I  see  no  reason  why  they  could  not  do  it  under 
the  law — why  they  could  not  differentiate  pei-fectly  well,  and  so 
specify  liy  name  and  track  and  service,  and  say  "  This  shall  be  con- 
sidered transportation  service,  and  for  this  you  can  issue  a  through 
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rate;  whereas,  on  the  othei'  hand,  another  service  is  merely  a  switch- 
ing service,  and  for  that  yon  can  not  issue  a  through  rate." 

Mr.  Sjiitii.  That  is  exactly  what  we  have  asked  the  commission 
to  do— to  define  the  status  of  this  road  and  determine  what  may  be 
done  and  what  may  not  be  done. 

Mr.  Gard>'er.  That  is  a  great  deal  better  than  asking  them  to 
define  any  arbitrary  line  between  the  plant  facility  and  the  trans- 
porting service,  because  otherwise  we  shall  get  into  such  propositions 
as  this  one  of  the  railroad  from  San  Francisco  to  New  York  to  sup- 
ply the  plant. 

Mr.  Keed.  You  see  the  difficulty  on  the  part  of  the  plant  owner. 
If  he  must  render  that  service  without  pay  he  is  very  much  at  a  dis- 
advantage as  compared  with  his  competitor  who  has  no  railroad,  be- 
cause the  competitor  gets  greater  work  for  the  same  price. 

Mr.  Gardner.  I  understand  the  cost  is  absorbed,  is  it  not — the 
switching  charge  for  the  Sloss- Sheffield  Co.,  for  instance?  They 
must  pay  their  own  switching  charge  ? 

Mr.  Smith.  They  must  deliver  their  freight  to  the  trunk-line  rail- 
road.   I  was  just  going  to  explain  that. 

Mr.  Gardner.  In  what  sanse  is  Mr.  Reed  correct  in  saying  that? 

Mr.  Smith.  He  rather  got  his  statement  backward.  It  is  not  the 
trunk  line — the  carrier— performing  a  relatively  greater  service  for 
the  one  than  the  other.  What  he  means  is  that  one  of  the  so-called 
plant  railroads  has  to  perform  a  greater  service  than  another  in 
delivering  to  the  trunk  lines. 

Mr.  Gardner.  Than  if  they  switch  ?    That  is  your  idea,  I  think. 

Mr.  Reed.  I  think  you  understand  what  I  mean ;  yes. 

Mr.  Smith.  If  the  Tennessee  Co.  has  to  haul  its  freight  down  to 
here  [indicating],  and  to  deliver  it  to  the  A.,  B.  &  A.,  going,  we  will 
say,  to  Brimswick,  Ga.,  it  is  performing  a  greater  service  for  itself 
than  the  Sloss  people,  who  switch  100  yards  a  car  going  to  the  same 
destination. 

Mr.  Gardner.  Of  course. 

Mr.  Reed.  Then  our  investment  from  Ensley  to  Bessemer  is  wasted, 
unless  we  can  get  pay  for  the  work  we  do  over  it. 

Mr.  Sterling.  Do  you  think  a  railroad  has  to  be  either  a  plant 
facility  or  a  common  carrier?    Can  it  not  be  both? 

Mr.  Smith.  We  have  contended  that  it  can  not ;  that  if  its  comnion 
carrier  business  is  purely  incidental,  what  it  gets  from  the  trunk-liiie 
carriers  on  which  a  profit  is  made  is  a  direct  discrimination  against 
the  competitors  in  the  same  line  of  business,  and  if  we  undertake  even 
to  pay  its  cost  we  are  discriminating  against  some  competitor. 

Mr.  Sterling.  Do  you  not  think  the  Interstate  Commerce  Com- 
mission will  decide  that  this  is  a  common  carrier,  so  far  as  it  serves 
the  public  generally  or  outsiders  that  come  to  it,  and  that  it  is  a 
shipping  plant  facility  so  far  as  it  serves  the  plant? 

Mr.  Smith.  I  have  long  since  quit  forecasting  the  opinions  of  the 
commission.  I  have  been  so  certain  sometimes  that  we  were  going  to 
win  when  we  did  not. 

Mr.  Sterling.  I  think  you  are  pretty  nearly  safe  on  that. 

Mr.  Smith.  I  should  like  now  to  explain  just  one  point  in  connec- 
tion with  this  very  subject  that  we  have  up.    The  Thomas  plant  fur- 
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\vith  the  trunk- 

nace  is  at  a  place  called  Thomas,  and  the  connection^^^^  ^^^^  ^  ^^^ 

line  railroads,  except  the  Frisco,  is,  as  you  ^^^  I'.'    ^tely  half  a  mile 

from  the  furnace  stacks.    The  service  is  approxi"    ^^  ^^^  Southern 

from  the  storage  yard  to  the  I^ouisviUe  &  fj^^^^-^g— perhaps  a  few 

or  the  A.  &  G.  S.    It  is  approximately  the  saii       r  ^^  ^^^  p^.^^^ 

hundred  feet  less— to  the  Frisco  and  the  lines ^i       ^^  Birmingham 

The  AUis  furnace,  located  in  the  southern  corii^^^  ^^^^  ^^  .^ 

proper,  has  the  A,  B.  &  A.  pass  ^^^hm  its  ao     ^^^  ^^^  ^^^^^^ 

door     The  Birmingham  Southern  ^^torvenes  °  ^^^^^  ^^ 

plant  proper  and  the  A.,  B.  &  A.    The  servii^c 

more  than  two  or  three  hundred  yards.     So  you  may  say  that  the 

service  in  delivering  the  AUis  furnace  business  ^o.^^e  A.,  B.  &  A. 

and  the  Thomas  business  to  the  various  trunk  lines  is  the  same,    ihe 

agreement  Mr.  Atkinson  made,  and  the  demand  made  on  practically 

all  the  rest  o"f  the  lines,  is  that  we  allow  $2  per  car  switching  for 

that  service.    It  is  quite  obvious  that  the  Tennessee  Co.  has  no 

greater  service  performed  for  it  in  that  case  than  the  Republic  Co. 

would  have  to  perform  for  itself ;  and,  according  to  our  contention, 

an  allowance  of  $2  to  the  Birmingham  Southern—in  other  words, 

the  Tennessee  Co.— would  be  a  discrimination  against  the  Repub- 

Mr.' Gardner.  Is  this  $2  allowance  in  the  nature  of  a  blanket  rate? 

Mr.  Smith.  It  is  a  switching  charge,  „       ^     . 

Mr.  Gardner.  Yes ;  but  taking  the  analogy  of  your  30-cent  rate, 
irrespective  of  the  length  of  your  haul,  perhaps  the  $2  rate  was  irre- 
spective of  the  amount  of  the  service  performed.' 

Mr  Smith.  There  is  never  a  road  charge  made  for  a  switching 
service.  When  I  was  speaking  of  the  30-cent  charge,  I  had  refer- 
ence to  road  hauls,  and  not  switching  service  within  sw^hing  limife 

Mr.  Gardner.  Yet  you  admit  that  they  are  very  different  m  vol- 
ume. The  switching  charge  must  be  very  much  greater  from  the 
Thomas  plant,  that  has  to  switch  half  a  mile,  you  said 

Mr.  Smith.  About  half  a  mile.  . 

Mr.  Gardner  (continuing).  Than  for  the  AUis  furnace  plant, 
which  switches  200  yards.  ■    ^    a  i 

Mr.  Smith.  Several  hundred  yards ;  yes,  sir.  In  practical  eflect 
there  is  not  any  appreciable  difference  in  cost  in  that  case. 

Mr.  Gardner.  There  is  not? 

Mr.  Smith.  No,  sir. 

The  Tennessee  Co.'s  demand  at  Ensley  is  that  we  allow  them  $2 
per  car  for  switching  pig  iron,  we  will  say,  going  out  from  the 
storage  yard  to  the  interchange  tracks,  probably  up  to  half  a  mile. 
We  would  be  paying  for  a  service  there  that  we  are  declining  to  pay 
to  the  Schloss  Co.  or  the  Republic,  or  the  Woodward,  and  so  forth. 
And  I  might  add  that  we  have  had  notifications  from  these  people 
that  if  we  made  these  allowances,  they  would  petition  to  have  the 
same  allowances  made  them.  I  do  not  think  that  really  enters  into 
this  case  one  way  or  the  other. 

Mr.  Reed.  It  is  just  the  opposite  of  the  Pittsburgh  situation.  In 
Pittsburgh  everybody  gets  switching  allowances  and  down  there 
nobody  gets  them. 

Mr.  Sjiith.  Mr.  Atkinson  'is  minimizing  the  competitive  force? 
that  would  arise  in  the  event  his  agreement  was  made  active.    In  one 
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sense  he  is  correct  in  saying  that  the  volume  of  traffic  going  to  his 
territory,  so  far  as  pig  iron  is  concerned,  is  relatively  small,  compar- 
ing it  with  the  total  shipments.  Mr.  Green,  I  think,  stated  yesterday 
that  about  .50  per  cent  of  the  pig  iron  was  melted  in  the  South.  As 
a  rough  guess,  I  should  say  that  not  more  than  20  per  cent,  then, 
would  be  melted  in  the  territory  on  or  tributary  to  the  A.,  B  &  A.  I 
might  modify  that  to  a  minimum  of  15,  if  you  think  that  is  right; 
but  it  is  not  great.  Mr.  Atkinson  is  correct  in  that— that  is  so  far  as 
pig  iron  is  concerned.  But  the  Central  of  Georgia  road,  which  is  in 
identically  the  same  physical  situation  as  the  A.,  B.  &  A.— that  is,  it 
does  not  reach  Ensley— is  a  competitor  of  the  A.,  B.  &  A.,  not  only 
to  points  on  its  own  rails,  but  to  points  that  the  A.,  B.  &  A.  would 
reach  through  its  connections. 

Mr.  Beall.  Wliich  road  is  that? 

Mr.  Smith.  The  Central  of  Georgia  Railroad.  It  would  be  in- 
evitable that  the  Central  of  Georgia  would  be  compelled  to  apply  the 
same  division  and  the  same  arrangement  via  Birmingham  that  they 
have  applied  via  Bessemer  from  Ensley,  or  else  they  would  practi- 
cally retire  from  the  business,  so  far  as  that  particular  traffic  may  be 
concerned.  There  was  a  thought  expressed,  too,  by  Mr.  Atkinson, 
that  he  would  not  be  able  to  get  all  of  it.  I  do  not  agree  with  him. 
I  think  that  with  an  advantage  of  the  sort  that  his  arrangement  pro- 
poses, until  it  was  met  by  the  other  lines  competing  with  him,  he 
would  get  practically  all  the  iron  offered. 

Mr.  Gardner.  Irrespective  of  the  fact  that  the  Tennessee  Coal  & 
Iron  Co.  might  not  want  to  offend  their  customers  ?  You  put  no  force 
in  that  ? 

Mr.  Smith.  I  do  not  put  any  force  in  that;  no,  sir.  But  there  is 
a  considerable  volume  of  coal.  The  coal  production  from  that  par- 
ticular region  all  moves  in  that  southeastward  direction.  I  have 
seen  testimony  to  the  effect  that  in  the  last  year  alone  the  Birming- 
ham Southern  mines — not  merely  the  Tennessee  Co.  mines,,  but  the 
Tennessee  Co.  mines  on  the  Birmingham  Southern — shipped  about 
400,000  tons ;  and  if  the  tendency  of  the  general  movement  of  which 
we  have  knowledge  indicates  anything,  the  bulk  of  that,  probabljr 
three- fourths,  went  eastwardly  and  southeastwardly.  It  is  inevi- 
table that  the  Central  of  Georgia  could  not  participate  in  that.  There 
are  other  roads  which  are  not  situated  physically  as  these  two  rail- 
roads are.  The  Seaboard  Air  Line,  using  trackage  rights  down  the 
Frisco,  and  believing  itself  on  a  parity  with  the  Frisco  and  others, 
and  the  Southern  Railway  are  both  active  competitors  of  the  Central 
of  Georgia  and  the  Atlanta,  Birmingham  &  Atlantic;  and  it  is  in- 
evitable that  they  should  have  to  take  cognizance  of  a  situation  of 
that  sort  that  would  be  created  and  either  meet  it  or  go  out  of  the 
business  altogether.  If  they  do  recognize  the  Birmingham  Southern 
as  to  the  southeastern  traffic  they  have  no  logical  argument  for  refus- 
ing to  recognize  it  to  any  destination  on  or  reached  by  their  rails, 
and  that  will  swing  it  all  around  the  territory.  Consequently  it  is 
of  considerable  importance.  It  would  mean  that  such  eastern  iron 
as  the  Southern,  the  A.  &  G.  S.,  and  the  L.  &  N.  to  a  lesser  extent, 
might  compete  for  to  the  East — and  there  is  some  that  moves  that 
way,  and  this  adjustment  affects  that — would  be  lost  to  them  or  else 
they  would  have  to  make  the  same  allowance  to  Birmingham  or  to 


2222  UNITED   STATES   STEEL   CORPOBATION. 

East  Thomas — which  is  an  intei'change  point — as  the  other  road  does 
to  Bessemer. 

Mr.  Gaednee.  "V^Tiat  is  the  A.  &  G.  S.  ? 

Mr.  Smith.  The  Alabama  &  Great  Southern. 

There  was  something  said  about  the  independent  traffic  originating 
on  the  Birmingham  Southern;  that  is  to  sa}',  business  or  industry 
other  than  those  of  the  Tennessee  Co.  "and  affiliated  corporations 
that  would  not  necessarily  come  to  the  A.,  B  &  A.  under  an  arrange- 
ment of  this  sort.  That  is  entirely  correct  in  theory,  but  it  is  not 
altogether  correct  because  of  the  control  the  Birmingham  Southern 
has  upon  that  business.  A  number  of  these  concerns  while  they 
are  totally  independent  of  the  Tennessee  Co.  are  in  very  close 
working  relations  with  it.  The  Semet-Solvay  people  take  the  coal 
from  the  Birmingham  Southern — or,  rather,  the  Tennessee  Co. — coke 
it,  turn  the  coke  over  to  the  Tennessee  Co.,  and  use  the  by-products. 
The  by-products  from  that  plant  are  passed  over,  A'ery  largely,'  to 
the  Barrett  Manufacturing  Co.  They  are  plants  which  have  located 
on  the  Birmingham  Southern  to  get  steel  cheaply.  This  new  plant 
has  been  recently  located  locally — strictly  locally — to  the.  road  for 
the  purpose  of  supplying  sulphuric  acid.  Their  traffic  would  be 
largely  influenced,  if  not  controlled,  by  the  Birmingham  Southern. 
But  even  assuming  that  the  Birmingham  Southern  could  not  con- 
trol it,  out  of  the  volume  of  traffic  originated  by  the  Birmingham  & 
Southern,  part  of  which  would  be  tributary  to  this  arrangement,  $5 
per  cent  belongs  to  the  Tennessee  Co. 

Mr.  YoTJNG.  What  do  they  use  sulphuric  acid  for  there? 

Mr.  Smith.  The  plant  is  being  built  to  supply  acid,  as  I  under- 
stand, principally — not  altogether — in  connection  with  the  manufac- 
ture of  wire,  to  the  American  Steel  &  Wire  Co.'s  plant. 

Mr.  Reed.  It  is  particularly  for  galvanizing. 

Mr.  Smith.  The  testimony  given  in  the  Birmingham  Southern  case 
by  patrons  of  the  Birmingham  &  Southern  was  correctly  stated  by 
Mr.  Atkinson.  Quite  a  number  of  merchants  came  forward  ana 
stated  their  case.  All  of  those  things,  and  their  reasons,  are  matters 
of  record.  But  the  mayor  of  Birmingham,  I  believe,  has  a  very 
selfiirh  object.  He  is  the  man  who  is  building  the  sulphuric-aeid 
plant.  The  others  we  had  sympathy  with;  and  while  they  had  a 
big  array — I  think  about  10  of  them,  did  you  not? 

Mr.  Atkinson.  More  than  that,  I  think. 

Mr.  Smith.  After  hearing  two  or  three  of  t]iem,  we  admitted  that 
the  rest  of  them  would  testify  to  the  same  effect. 

This  point,  Wylam,  is  half  a  mile,  according  to  this  scale,  from 
the  main  lines  of  the  other  railroads,  the  trunk  lines.  The  Ensley 
yard  limits  extend  from  below  Corey  to,  and  including,  Pratt  City. 
These  people,  the  merchants  of  Pratt  City,  who  testified,  can  get 
business  from  the  trunk  lines.  The  haul  is  a  wagon  haul  of  some 
length,  say,  half  or  three  quarters  of  a  mile,  whereas  it  would  be 
only  a  square  or  two  squares,  and  so  on.  if  they  came  in  over  the 
Birmingham  Southern.  That  is  practically  the  situation  at  Wylam. 
We  laiow  of  no  other  merchants  involved — these  lines  here  to  Bay 
View,  Cherry  Hill,  and  so  forth,  being  coal  lines. 

I  should  like  to  point  out  this  fact:  While  this  is  quite  a  distance, 
if  you  will  notice  here,  from  about  where  this  radius  line  passes  to 
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a  point  including  Ensley  Junction  here,  it  is  in  one  switching  limit. 
The  switching  charge  of  the  trunk  lines  is  $2.  The  Birmingham 
Southern  charges  local  rates  from  Ensley  to  Pratt  City,  Ensley  to 
Corey,  and  Corey  to  Wylam.  And  while  our  tariffs  are  so  pub- 
lished that  we  can  absorb  the  $2  on  this  independent  business,  they 
do  not  actually  accept  it  outside  of  Ensley  business. 

The  Chairman.  We  are  much  obliged  to  you,  Mr.  Smith,  for  your 
kindness  and  patience  in  answering  so  fully  all  the  inquiries  that 
have  been  made. 

Mr.  Smith.  I  am  very  glad  to  have  come  here. 

(The  committee  thereupon  adjourned  until  Monday,  December 
18,  1911,  at  10.30  o'clock  a.  m.) 
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United  States  Steel  Corpobation, 

House  of  Eepkesentatives, 

Monday,  December  18,  1911. 
The  committee  met  at  11  o'clock  a.  m.,  Hon.  Augustus  O.  Stanley 
(chairman)  presiding. 

TESTIMONY  OF  MR.  J.  B.  COTTON. 

(The  witness  was  sworn  by  the  chairman.) 

Mr.  Eeed.  Mr.  Chairman,  Mr.  George  Welwood  Murray,  of  New 
York  City,  represents  Mr.  Cotton  as  his  personal  attorney,  and  I 
would  ask  the  committee  to  extend  to  Mr.  Murray  the  same  courte- 
sies that  it  has  extended  to  counsel  for  the  Steel  Corporation. 

The  Chairman.  The  committee  will  be  delighted  to. 

Mr.  Murray.  Thank  you,  Mr.   Chairman.     I  was  Mr.   Cotton's 
senior  in  the  ore-rate  case,  one  of  the  matters  which  involves  the 
general  subject,  and  it  seemed  to  me  fitting  that  I  should  appear,  to  . 
be  his  counsel  here. 

The  Chairman.  Entirely.  I  will  say  for  the  benefit  of  those  who 
are  to  appear,  to  save  the  point,  that  any  witness  called  before  this 
committee  will  have  the  privilege  of  being  represented  by  his  at- 
torney. The  committee  has  no  desire  to  elicit  from  any  individual, 
whether  he  be  an  attorney  himself  or  otherwise,  any  statement  which 
is  privileged  under  the  law,  and  we  welcome  the  suggestion  that 
those  gentlemen  who  are  called  before  us,  and  who,  for  any  reason, 
prefer  to  be  represented  by  an  attorney  should  do  so. 

Mr.  Murray.  It  is  our  business,  Mr.  Chairman,  to  assist  you  in  the 
search  for  truth.  That  is  the  business  of  counsel  always,  and  that  is 
my  business  now. 

The  Chairman.  Certainly.  I  welcome  any  assistance  along  that 
line  with  special  ardor. 

When  Mr.  Martz  was  before  this  committee,  he  made  certain 
statements  which  touched  very  vitally  the  conduct  of  John  D.  Rocke- 
feller, the  Eev.  Gates,  and  the  witness  before  us.  Mr.  Merritt 
made  certain  statements  affecting  vitally  the  commercial  integrity 
at  least  of  Mr.  Rockefeller  and  Mr.  Gates.  The  chairman  of  this 
committee — or  the  committee,  more  properly — immediately  extended 
to  Mr.  Rockefeller,  to  Mr.  Gates,  and  to  Mr.  Cotton  the  privilege 
of  appearing  before  this  committee  and  making  any  statement  they 
desired  to  make  touching  the  transactions  recounted  by  Messrs. 
Martz  and  Merritt.     Mr.  Cotton  immediately  wired  the  chairman 
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of  this  committee,  requesting  to  be  heard,  and  stating  in  full  his 
reasons  for  desiring  to  appear  before  us;  also  requesting  that  the 
request  be  incorporated  in  the  hearings  of  the  committee.  In  reply 
to  that  wire  I  first  wrote  a  letter,  and  afterwards  I  incorporated  the 
letter  in  a  telegram  in  order  that  Mr.  Cotton  might  be  immediately 
notified  of  the  attitude  of  the  committee  in  the  premises.  Mr.  Rocke- 
feller courteously  declined  the  invitation  to  appear  before  the  com- 
mittee. Mr.  Gates  also  declined,  forgetting  to  be  courteous.  At 
Mr.  Cotton's  request,  fully  explaining  this  whole  matter,  I  will,  with 
the  consent  of  the  committee,  incorporate  in  the  record  the  commu- 
nication of  Mr.  Cotton,  and  my  response  thereto.  All  right,  Mr. 
Cotton. 

Mr.  Murray.  I^et  me  add  just  a  word  in  order  to  make  the  record 
just  a  shade  more  complete.  In  respect  to  Mr.  Rockefeller  and  Mr. 
Gates,  the  matters  concerning  which  the  two  gentlemen  named 
Merritt,  Alfred  and  Leonidas,  testified  related  to  an  affair  that  was 
long  since  closed,  a  controversy  in  the  courts  in  which  both  Mr.  Rocke- 
feller and  Mr.  Gates  had  testified.  This  recrudescence  was  merely 
a  recrudescence  of  that  ancient  controversy,  and  the  testimony  of  the 
Messrs.  Merritt  was  wholly  contradicted  by  their  retraction,  signed 
by  them,  and  which  lay  before  you.  It  therefore  seemed  entirely 
proper  lor  them  to  point  to  their  sworn  record,  and  to  leave  that 
with  you.     That,  I  believe,  they  have  done. 

In  the  case  of  Mr.  Cotton,  Mr.  Chairman,  it  is  obviously  different. 
It  was  left  for  14  years  to  pass 

Mr.  Cotton.  Thirteen  years. 

The  Chairman.  Right  there ;  I  do  not  want  to  interrupt  you,  but 
I  entirely  approve  of  Mr.  Cotton's  conduct  in  asking  to  be  heard 
before  this  committee.     I  should  have  done  so  or  you. 

Mr.  Murray.  That  is  entirely  true.  Let  me  say  one  more  word, 
and  then  I  shall  be  seated.  In  respect  to  Mr.  Cotton,  no  testimony 
had  been  offered.  It  was  not  a  recrudescence  of  an  ancient  story;  it 
was  then  heard  for  the  first  time.  Therefore,  he  is  properly  here. 
This  is  his  first  opportunity. 

The  Chairman.  To  make  the  record  entirely  straight.  Mr.  Mer- 
ritt charged  Mr.  Rockefeller  and  Mr.  Cotton 

Mr.  Cotton.  No ;  not  Mr.  Cotton 

The  Chairman.  I  mean  Mr.  Merritt  charged  Mr.  Rockefeller  and 
Mr.  Gates 

Mr.  Cotton.  I  had  nothing  to  do  with  that. 

The  Chairman  (continuing).  With  a  fraud  by  which  they  ac- 
quired about  $20,000,000  worth  of  property  at  the  expense  of 
Mr.  Merritt.  That  case  went  to  trial  before  a  jury  of  12  men,  upon 
which  he  secured  a  verdict  for  approximately  a  million  dollars. 
Afterwards  they  paid  Mr.  Merritt  $.500,000  to  retract  statements  he 
had  made  concerning  them,  which  he  did  in  consideration  of  that 
sum.     That  is  the  whole  of  it. 

Mr.  Murray.  Begging  the  chairman's  pardon,  that  is  not  the 
whole  of  it. 

The  Chairman.  We  will  not  discuss  that. 

Mr.  Murray.  No;  but  it  is  not  the  vrhole  of  it.  Mr.  Chairman. 
The  fact  is  that  when  they  approached  our  side  asking  for  a  settle- 
ment, we,  as  the  chairman  laiows  very  well,  indeed,  sent  back  a  tele- 
gram, I  and  my  friend,  Mr.  Cotton,  saying  that  we  could  not  com- 
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promise  an  act  approaching  a  fraud,  and  that  unless  they  were 
prepared  now  to  say  that  they  were  very  thoroughly  mistaken,  and 
could  now  account  for  their  mistake,  and  how  they  made  it,  we 
could  not  even  treat  with  them  for  a  settlement.  That  is  what  led 
to  the  settlement,  and  that  was  the  genesis  of  it. 

Mr.  Danfoeth.  Was  there  any  proposition  to  charge  the  amount 
paid  with  the  payment  of  money  owed  by  them?  Did  that  have 
anything  to  do  with  the  proposition  to  settle  ? 

Mr.  MuEKAY.  Yes;  it  had  a  very  great  deal,  sir;  and  as  a  matter 
of  fact,  they  never  would»have  been  paid  that  money  unless  there 
had  been  an  expectation  and  agreement  that  it  should  go  to  pay  the 
Merritts'  debts.  That  is  what  happened  to  it,  and  that  is  why  it 
was  paid. 

The  Chairman.  I  have  here  the  entire  record  containing  many 
hundred  pages,  a  part  of  which  I  have  read.  If  Mr.  Eockefeller 
will  appear  before  this  committee,  or  Mr.  Gates,  I  would  be  more 
than  pleased  to  examine  them  touching  this  transaction.  As  a 
lawyer  of  some  20  years'  experience,  I  say  the  gravamen  of  the 
charge  is  fraud  of  the  rankest  kind. 

Mr.  Danforth.  Is  the  chairman  on  the  stand?     T  have  not 

The  Chairman.  The  chairman  is  not  on  the  stand,  but  he  is  in 
the  chair,  and  he  will  make  this  statement.  That  is  my  apprehen- 
sion of  it.  I  wish  to  do  Mr.  Rockefeller  no  injustice  and  I  wish 
to  do  Mr.  Gates  no  injustice.  They  are  thoroughljr  aware  of  all 
that  has  transpired.  The  chairman  may  be  under  a  misapprehen- 
sion from  his  reading  of  this  record.  That  is  all  he  gathers  from 
the  charge.  And  because  he  felt  that  Mr.  Merritt  had  made  a 
serious  charge  touching  both  Mr.  Rockefeller  and  Mr.  Gates,  he 
immediately  invited  them  to  appear,  at  any  time  that  it  suits  their 
convenience,  before  this  committee  and  to  show  wherein  any  witness 
has  misrepresented  them.  And  at  any  time  it  suits  their  convenience 
to  appear  before  this  committee,  the  chairman  will  be  delighted  to 
hear  them. 

The  chairman  of  this  committee  does  not  wish  to  hear  any  muck- 
raking. The  chairman  of  this  committee  does  not  wish  to  introduce 
anything  here  that  will  reflect  upon  Mr.  Rockefeller  or  Mr.  (jates 
or  anybody  else;  but  the  chairman  of  the  committee  will  elicit  the 
truth  wherever  he  finds  it,  whoever  it  may  touch,  whether  it  be  the 
humblest  man  in  the  world  or  the  richest  man  in  the  land.  That  is 
the  attitude  of^the  chairman  of  this  committee. 

Mr.  Cotton.  Mr.  Chairman  and  gentlemen  of  the  committee,  may 
T  say  that  I  think  all  this  is  entirely  outside  of  the  matter  that  we 
have  before  us  relating  to  myself. 

The  Chairman.  Oh,  entirely. 

I  wish  to  say  this  to  the  gentleman  who  represents  you  ( Mr.  Mur- 
ray), the  rules  governing  counsel  here  are  these:  Your  counsel 
can  not  be  familiar  with  our  rules,  and  for  that  reason  I  state  them. 
His  authority  goes  this  far:  Any  question  asked  you  to  which  he 
may  object,  he  can  object  to. 
ISir.  Cotton.  Certainly. 

The  Chairman.  Any  further  question  he  wishes  propounded,  or 
any  further  communication  he  wishes  to  make,  must  be  made  in 
writing  and  must  be  submitted  to  this  committee,  under  the  rules 
governing  this  committee;  and  for  that  purpose  I  will  have  a  ste- 
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nographer  at  his  service  without  cost,  so  that  he  may  put  in  writing 
any  further  communications  that  he  wishes  to  make  to  this  com- 
mittee or  any  questions  that  he  desires  to  have  asked. 

Mr.  Reed.  The  chairman  does  not  make  that  reminder  as  a  rebuke 
to  counsel  for  the  corporation? 

The  Chairman.  I  wish  to  say  that,  as  far  as  the  counsel  for  the 
corporation  is  concerned,  that  rule  has  been,  to  a  degree,  relaxed  on 
account  of  the  fact  that  counsel  for  the  corporation  has  always  been 
very  brief  and  very  careful  and  very  courteous. 

Mr.  Cotton.  Mr.  Chairman,  if  I  am  not  trespassing,  this  matter 
before  us  relates  to  my  professional  conduct  in  a  suit.  It  is  purely 
personal  to  me. 

The  Chairman.  Yes. 

Mr.  Cotton.  It  involves  me  and  my  family.    No  one  else. 
The  Chairman.  That  is  right. 

Mr.  Cotton.  When  the  Associated  Press  dispatches  gave  out  what 
purported  to  be  the  erroneous  and  false  testimony  of  C.  H.  Martz, 
naturally,  as  a  man,  I  resented  those  falsehoods,  and  asked  an  oppor- 
tunity to  appear  before  this  committee,  knowing  that  I  would  be  ac- 
corded the  privilege  by  the  chairman  to  present  the  facts  in  the  mat- 
ter.    I  am  here  for  that  purpose. 

I  have  come  here,  in  response  to  a  telegram  from  your  chairman, 
from  Pasadena,  Cal.,  at  my  own  expense,  to  vipdicate  my  own  honor. 
That  is  sacred  to  any  man. 

Mr.  Murray.  And"  the  chairman  understands  that  I  have  no  other 
purpose  here  than  to  serve  Mr.  Cotton.  I  am  here  as  his  personal 
counsel. 

Mr.  Cotton.  I  do  not  want  to  get  into  the  merits  of  the  Eockefeller- 
Gates  controversy.  That  is  not  germane  to  the  matter  I  have  before 
me,  which  lies  preeminently  in  my  mind  and  next  to  my  heart. 

If  the  chairman  and  the  committee  are  willing,  perhaps  I  bad  bet- 
ter make  a  statement  concisely  in  a  narrative  form,  so  that  you  will 
get  the  whole  of  it,  and  then  the  committee  will  be  in  a  position  to 
ask  me  questions  or  any  member  of  the  committee  will  be  in  a  posi- 
tion to  ask  me  such  questions  as  seem  pertinent  to  the  committee  or  to 
any  member  of  the  committee. 

With  your  approval,  therefore,  I  shall  proceed  briefly  upon  that 
line,  stating  the  matter  as  concisely  as  I  can. 

The  Chairman.  At  that  point  let  me  state  that  we  shall  be  de- 
lighted to  hear  you,  Mr.  Cotton,  in  any  way  you  choose  to  make  your 
statement.  If  you  care  to  make  it  in  a  narrative  form,  we  will  near 
3'ou  in  that  way. 

Mr.  Cotton.  Thank  you. 

The  Chairman.  And  you  may  make  it  at  such  length  as  suits  your 
convenience.  More  than  that,  I  wish  to  state  that  I  not  only  approve 
of  your  conduct  in  coming  here  to  defend  your  personal  and  pro- 
fessional integrity  if  it  has  been  assailed,  but  I  would  do  the  same 
thing. 

Mr.  Cotton.  Undoubtedly  you  would,  Mr.  Chairman. 
The  Chairman.  And  I'  can  not  help  expressing  my  amazement 
that  anj'  man  whose  personal  integrity  has  been  assailed  would  not 
do  just  as  you  are  doing. 
Mr.  Cotton.  Thank  you.    I  believe  that,  Mr.  Chairman. 
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I  am  an  attorney  at  law.  I  have  been  admitted  to  the  bar  and  have 
practiced  in  many  courts  of  this  country  for  more  than  23  years.  I 
was  born  in  the  State  of  Indiana,  and  I  am  46  years  of  age.  I  moved 
to  Duluth,  Minn.,  in  the  fall  of  1888.  I  practiced  law  there  from  that 
time  forth.  I  got  into  politics  a  little  later,  and  went  to  the  legisla- 
ture; not  to  Congress.  In  the  spring  of  1893  I  was  appointed  the 
attorney  of  the  Duluth,  Missabe  &  Northern  Eailway  Co.,  a  Minne- 
sota corporation.  The  general  counsel  of  that  company  was  Charles 
W.  Wetmore,  of  the  city  of  New  York.  The  attorney  of  that  com- 
pany in  New  York  was  Herbert  L.  Satterlee.  I  continued  as  the  at- 
torney of  that  railroad  company  from  May,  1893,  until  the  1st  of 
May,  1909,  16  years,  my  titles  being  varied  from  attorney  to  general 
solicitor,  and  so  on.  I  know  that  road  from  its  inception,  practically. 
Its  first  line  was  built  so  that  the  first  railroad  train  ran  over  it  along 
in  October,  1892.  I  was  one  of  the  first  to  go  over  that  road.  I  was 
campaigning,  and  went  up  into  that  wilderness  looking  for  the  festive 
voter. 

During  the  16  years  that  I  served  as  the  attorney  for  that  railroad 
but  two  proceedings  were  commenced,  Mr.  Chairman,  involving  in 
any  way  the  question  of  the  reasonableness  of  ore  rates. 

When  the  Iron  Eange  road  was  put  in  that  country,  along  in  the 
eighties,  the  rate  was  90  cents  from  Tower  and  a  dollar  from  Ely, 
and  when  the  Missabe  Range  was  opened  up  in  1892 — before  that 
time  it  had  been  condemned  as  worthless — the  Iron  Range  road  built 
a  branch  into  Missabe,  and  this  Missabe  road  was  built,  and  the  rate 
established  by  both  as  to  the  Missabe  was  80  cents. 

Those  rates  continued  until  recently,  when  the  Steel  Corporation, 
controlling  the  destinies  of  the  two,  cut  them  each  to  60  cents  from 
all  points. 

Mr.  Sterling.  That  is,  to  the  lake? 

Mr.  Cotton.  To  Lake  Superior. 

I  say,  there  were  but  two  proceedings  ever  commenced  either  be- 
fore a  court  or  any  commission.  The  two  proceedings  were  com- 
menced, the  first  before  the  Railroad  and  Warehouse  Commission  of 
Minnesota,  and  the  second,  which  I  shall  explain  later,  was  brought 
by  that  commission  itself,  after  Mr.  Martz's  service  had  terminated. 

The  first  proceeding,  then,  and  the  only  one  during  the  time  that 
Mr.  Martz  was  chief  engineer  of  the  Missabe  Railroad,  was  com- 
menced on  the  25th  of  April,  1898. 

The  action  was  brought  before  the  Railroad  and  Warehouse  Com- 
mission of  Minnesota,  which  had  ample  jpower  under  the  law  to 
inquire  into  the  reasonableness  of  rates  and  to  establish  rates,  what- 
ever they  found  to  be  reasonable. 

The  action  was  brought  against  the  Iron  Range  and  the  Missabe 
Railroads  jointly.  They  were  joint  defendants.  The  action  was 
commenced  by  Billson,  Congdon,  and  Dickenson,  then  unquestionably 
the  leaders  of  the  bar  in  the  Northwest.  Mr.  Billson  was  clearly  the 
leader  of  the  bar  of  Minnesota,  and  Judge  Dickenson  had  been  on 
both  district  and  supreme  benches  of  the  State  for  many  years. 

The  Iron  Range  road  was  represented  by  its  counsel — mind  you, 
this  is  in  April,  1898 — its  counsel  being  Hon.  Joseph  H.  Chandler,  of 
Chicago,  and  the  firm  of  Davis,  Kellogg  &  Serevence,  of  St.  Paul. 
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The  Missabe  road  was  represented  by  George  W.  Murray,  its  general 
coimSiel,  and  by  myself  as  its  attorney. 

The  attack  was  made  by  Mr.  John  G.  Brown,  Mr.  W.  J.  Conan 
and  his  wife,  who  were  owners  of  interests  in  mines  lying  solely  along 
Ihe  iron-range  road. 

So  that  the  main  attack  against  this  existing  rate  was  against  the 
iron-range  road,  Mr.  Chairman,  but  any  order  made  by  the  com- 
.nission  as  to  that  road  would  likewise,  of  course,  have  been  equally 
binding  as  .t gainst  the  Missabe,  the  distance  being  the  same  and  the 
railroads  being  practically  through  the  same  country,  and  reaching 
the  same  territory  practically  all  the  way. 

The  result  was  that  we  realized  this  was  a  bitter  fight;  that  this 
was  a  suit  that  would  be  fought  to  the  end.  Therefore  the  law  ends 
of  ti-ie  two  roads  wprked  together,  the  operating  ends  of  the  two  rail- 
roads worked  together,  and  the  engineering  staff  of  the  roads  worked 
together.  There  was  absolute  unity  of  action  in  our  preparation  of 
that  case. 

We  commenced  immediately  to  prepare  that  casje  after  thie  suit 
was  brought,  bpcause  Ave  realized  that  the  furnace  interests  in  the 
East  were  probably  back  of  it,  as  well  as  the  fee  owners  in  question. 

We  sppnt  April,  May,  June,  and  up  to  the  12th  of  July  getting 
ready,  in  consultation,  in  securing  experts.  We  had  real-estate  ex- 
perts there.  We  had  outside  engineers  employed.  We  brought  men 
like  Mr.  E.  H.  McHenry,  then  chief  engineer  of  the  Northern  Pacific. 
We  had  men  like  C.  J.  A.  Morris,  former  chief  engineer  of  the  St. 
Paul  &  Duluth  until  it  became  a  part  of  the  Northern  Pacific.  We 
had  Robert  A.  Tweedy,  the  chief  engineer  of  the  Wisconsin  Central; 
Charles  W.  Johnson,  chief  engineer  of  the  Chicago,  St.  Paul,  Min- 
neapolis &  Omaha;  Hon.  P.  B.  Winston,  a  native  son  of  Virginia, 
whose  father  owned  the  farm  where  Appomatox  is  and  who  was  ex- 
mavor  of  Minneapolis  and  one  of  the  biggest  railroad  contractors  in 
the' West.  We  had  D.  M.  Philbin.  We  had  Mr.  E.  P.  Ripley,  the 
present  president  of  the  Atchison,  Topeka  &  Santa  Fe.  We  had 
Mr.  Fred  Underwood,  now  president  of  the  Erie  Railroad — in  short, 
we  made  a  fight. 

Gentlemen,  that  suit  came  to  trial  the  12th  of  July,  1898.  It  was 
conducted  at  Duluth,  with  all  sorts  of  testimony  taken  by  all  sorts 
of  witnesses  before  us — a  perfect  cloud  of  them — ^until  the  29th  of 
July,  1898. 

We  then  adjourned  and  went  to  St.  Paul  and  took  testimony  sev- 
eral days  there. 

We  adjourned  from  there  and  went  to  Cleveland  and  took  testi- 
mony two  or  three  days  there. 

We  came  back  to  Chicago  and  took  testimony  a  couple  of  days 
there. 

We  then  met  in  September,  this  time  in  Duluth,  Minnesota,  a,nd 
took  a  recess  for  60  days  to  get  further  proof. 

The  case  was  only  fairly  on  its  way,  although  60  witnesses  had  been 
fictually  sworn  and  their  testimony  adduced,  and  many  exhibits  bad 
been  introduced. 

There  was  an  adjournment  taken  for  60  days,  and  at  the  end  of 
the  adjournment  of  60  days,  Billson,  Congdon,  and  Dickenson,  the 
complainants'  counsel,  filed  an  order  dismissing  the  suit,  or  consent- 
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commission  entered  an  order  dismissing  the  suit,  and  that  was  the 
end  of  it. 

If  the  chairman  and  this  committee  please,  coming  now  to  the 
alleged  report  of  Mr.  Martz,  who  was  the  chief  engineer  of  the 
D.  M.  &  N.,  or  the  Missabe,  as  we  commonly  call  it,  from  its  incep- 
tion until  in  March  or  April  of  1899 ;  coming  to  this  alleged  report, 
which  has  been  introduced  before  you,  I  say  to  you  gentlemen  that 
that  report  was  never  received  in  evidence.  It  was  never  made.  It 
was  never  offered.  It  was  never  in  the  record  of  the  Brown  case,  or 
in  the  one  after  Mr.  Martz  went  out  of  the  office,  or  in  any  court  pro- 
ceeding whatever. 

In  that  connection,  Mr.  Chairman,  I  offer  you  a  certificate  signed 
by  the  chairman  of  the  State  Eailroad  and  Warehouse  Commission 
of  Minnesota,  attested  by  the  secretary  and  under  the  official  seal,  m 
which  he  says  that  this  paper  was  never  received  in  evidence,  and 
recites  what  papers  were  received — the  exhibits  of  the  Missabe  Rail- 
road.   I  offer  that  as  a  part  of  my  testimony. 

The  Chairman.  It  may  be  incorporated  in  the  record. 

Mr.  Cotton.  The  certificate  reads  as  follows: 

St.  Paul,  Minn.,  Deoemier  2,  1911. 

I,  Ira  B.  Mills,  chairman  of  the  Railroad  and  VParehouse  Commission  of  the 
State  of  Minnesota,  do  hereby  certify : 

That  during  all  of  the  year  1898  I  was,  and  ever  since,  except  during  the 
year  1900.  have  been,  chairman  of  the  Railroad  and  Warehouse  Commission 
of  the  State  of  Minnesota : 

That  as  such  chairman  of  said  commission  I  presided  at  all  of  the  meetings 
of  said  commission  held  for  the  purpose  of  introducing  testimony  and  evidence 
in  the  hearing  had  before  said  commission  during  the  period  from  July  12.  ISOS. 
to  September  21,  1898,  both  dates  inclusive,  entitled  "  John  G.  Brown,  W.  J. 
Conan,  and  Eliza  Conan  v.  Duluth  &  Iron  Range  Railroad  Co.  and  Duluth, 
Missabe  &  Northern  Railway  Co." ;  and  that  said  hearing  was  commenced 
and  terminated  during  said  period; 

That  respondent  Duluth,  Missabe  &  Northern  Railway  Co.  introduced  and 
there  were  received  in  evidence  in  said  hearing  papers  and  documents  marked 
respectively  "  Respondent  D.,  M.  &  N.  Ry.  Co.  Exhibit  01,"  "Respondent  D., 
M.  &  N.  Ry.  Co.  Exhibit  02/'  "  Respondent  D.,  M.  &  N.  Ry.  Co.  Exhibit  03," 
"  Respondent  D.,  M.  &  N.  Ry.  Co.  Exhibit  04,"  "  Respondent  D.,  M.  &  N.  Ry.  Co. 
Exhibit  05,"  "  Respondent  D.,  M.  &  N.  Ry.  Co.  Exhibit  06,"  "  Respondent  D., 
M.  c&  N.  Ry.  Co.  Exhibit  07,"  "  Respondent  D.,  M.  &  N.  Ry.  Co.  Bxhiliit  08," 
"  Respondent  D.,  M.  &  N.  Ry.  Co.  Exhibit  09,"  "  Respondent  D.,  M.  &  N.  Ry.  Co. 
Exhibit  010,"  "  Respondent  D.,  M,  &  N.  Ry.  Co.  IJxhibit  Oil,"  "  Respondent 
D.,  M.  &.  N.  Ry.  Co.  Exhibit  012."  "  Respondent  D.,  M.  &  N.  Ry.  Co.  Exhibit 
013,"  "  Respondent  D.,  M.  &  N.  Ry.  Co.  Exhibit  014,"  "  Respondent  D.,  M.  &  N. 
Ry.  Co.  Exhibit  015,"  "Respondent  D.,  M.  &  N.  Ry.  Co.  Exhibit  016,"  "Re- 
spondent D.,  M.  &  N.  Ry.  Co.  Exhibit  017,"  "  Respondent  D.,  M-  &  N.  By.  Co. 
Exhibit  018."  "  Respondent  D.,  M.  &  N.  Ry.  Co.  Exhibit  019,"  and  "  Respondent 
D.,  M.  &  N.  Ry.  Co.  Exhibit  020,"  and  none  others,  which  said  exhibits  are 
now  on  file  in  the  oflSce  of  said  commission  at  St.  Paul,  Minn. ; 

That  no  exhibit  described  as  "Table  or  statement  showing  the  cost  of  re- 
prodiiQing  as  of  May  81,  1898,  the  Duluth,  Missabe  &  Northern  Railroad,  in- 
cluding all  4ocks,  equipment,  supplies,  real  estate,  and  rights  of  way,"  was  ever 
offered  in  evidence  in  said  hoarins  by  said  respondent  Duluth,  Jpssabe  & 
Northern  Railway  Co.  or  by  any  of  the  parties  to  said  hearing,  nor  was  any 
such  exhibit  ever  received  in  evidence  in  said  hearing; 

That  the  records  of  the  railroad  and  warehouse  commission  of  the  State  of 
Minnesota  show  that  the  matter  of  John  G.  Brown,  W.  J.  Conan,  and  Eliza 
Conan  v.  Duluth  &  Iron  Range  Railroad  Co.  and  Duluth,  Missabe  &  Northern 
Railway  Co.,  and  the  matter  of  the  State  Railroad  and  Warehouse  Commis- 
sion V  Duluth,  Missabe  &  Northern  Railway  Co.,  Duluth  &  Iron  Range  Rail- 
road Co.,  and  Eastern  Railway  Co.  of  Minnesota,  brought  by  said  cominission 
on  November  10,  1900,  are  the  only  proceedings  involving  the  matter  of  the 
reduction  In  the  rail  rates  on  iron  ore  carried  over  the  railroad  of  the  Duluth, 
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Missabe  &  Northern  Railway  Co.  ever  commenced  or  pending  before  the  said 
railroad  and  warehouse  commission  of  Jlinnesota. 

Witness  my  hand  and  the  seal  of  the  railroad  and  warehouse  commission  of 
the  State  of  Minnesota,  at  the  office  of  said  commission,  in  the  city  of  St.  Panl, 
Minn.,  this  2d  day  of  December,  A.  D.  1911. 

[SEAx.]  IBA  B.  Mills, 

Chairman  Railroad  and  Warehouse  Commission  of  State  of  Minnesota. 
Attest : 

A.  C.  Clausen,  Secretary. 

With  your  kind  permission,  Mr.  Chairman,  I  have  here  a  certified 
copy  of  all  the  exhibits  introduced  in  behalf  of  the  Missabe  Eailroad 
in  that  proceeding  •  with  the  exception  of  a  tracing  and  certain 
samples  of  ore  that  we  could  not  duplicate. 

The  originals  of  all  these  are  on  file  with  the  railroad  and  ware- 
house commission  of  Minnesota.  The  gentleman  who  took  the  tes- 
timony in  that  case,  by  the  consent  of  the  commission  and  the  counsel 
on  all  sides,  Mr.  A.  A.  Farrington,  is  here.  He  has  been  the  official 
reporter  of  the  eleventh  judicial  district  of  the  State  of  Minnesota 
for  twenty-odd  years,  and  took  this  testimony.  He  has  been  to  St. 
Paul  and  copied  all  these  exhibits,  and  he  furnished  us  daily  copy 
of  the  testimony.  He  has  certified  that  these  are  correct.  He  has 
in  his  possession,  by  permission  of  the  commission,  the  originals,  if 
you  care  to  see  them. 

I  ask  permission  to  introduce,  as  a  part  of  my  testimony,  these  ex- 
hibits. 

The  Chairman.  Let  me  ask  a  question  in  that  connection,  simply 
for  the  purpose  of  not  allowing  the  record  to  become  too  voluminous 
in  this  hearing 

Mr.  Cotton.  I  will  file  it  with  this  committee,  with  one  excep- 
tion  

The  Chairman.  Can  you  file  so  much  of  it — — 

Mr.  Cotton.  I  would  like  to  file  it  all,  Mr.  Chairman. 

Mr.  MiTREAY.  It  is  really  all  pertinent  to  the  general  subject  matter 
before  you  here,  Mr.  Chairman.     It  relates  entirely  to  the  rates. 

Mr.  Bartlett.  Are  you  going  to  put  all  that  into  the  record  here? 

The  Chairman.  That  is  what  I  was  about  to  inquire. 

Mr.  Bartuett.  I  do  not  think  we  should  have  all  of  that  in  the 
record  of  these  hearings. 

The  Chairman.  I  do  not  want  anything  kept  out  of  the  record 
that  in  any  way  touches  the  essential  features  of  the  matter. 

Mr.  Cotton.  With  your  kind  permission,  Mr.  Chairman,  I  wUl 
ofl'er  it  and  file  it  with  you.  There  are  one  or  two  exhibits,  however, 
that  must  go  in  as  a  part,  necessarily,  of  my  defense. 

The  Chairman.  You  may  call  our  attention  to  anything  that  you 
consider  especially  important,  and  we  will  take  that  up  separately. 

I  suggest  to  the  committee  that  anything  Mr.  Cotton  regards  as 
necessary  for  his  defense  ought  to  be  allowed  to  go  into  the  record. 

Mr.  Cotton.  Thank  you,  Mr.  Chairman. 

The  CiiAiRirAN.  ^ly  only  purpose  in  interposing  as  I  did  was  to 
mention  the  fact  that  we  do  not  want  to  make  our  record  here  too 
voluminous. 

Mr.  Cotton.  I  shall  leave  with  the  clerk  of  the  committee  a  certi- 
fied copy  of  all  of  our  exhibits. 

The  Chairman.  Very  well. 

TVfr       rinTTn-NT       T    cVinll     Iootto    +ViQTn     TTTT+U     tlxn     ^nr^^^^il-t-n^     -(!„_    l,_i._,.«>. 
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I  want  to  offer  in  evidence  a  certified  copy  of  respondents'  D.  M.  & 
N.  Kailroad  Co.'s  Exhibit  08,  being  a  report  of  an  appraisal  of  the 
real  estate  of  the  Duluth,  Missabe  &  Northern  Railroad  Co.,  made 
by  J.  E.  Cooley,  N.  F.  Hugo,  F.  E.  Kennedy,  D.  W.  Scott,  and 
George  H.  Crosby. 

I  Avant  to  offer  in  evidence  the  whole  report  of  it.  It  is  very 
essential,  as  the  chairman  will  see  in  a  moment. 

Mr.  Mtjkray.  It  really  is,  as  the  chairman  will  see. 

Mr.  Cotton.  I  also  want  to  offer  respondents'  D.  M.  &  N.  Railroad 
Co.  Exhibit  09,  which  is  only  a  page  and  a  half. 

The  others  can  be  filed. 

The  Chairman.  I  dislike  to  interrupt  you,  Mr.  Cotton,  but  if  it 
suits  your  convenience,  the  chairman  of  the  committee,  in  order  to 
save  the  expense  of  publishing  useless  data,  will  go  over  this  record 
with  you,  if  you  will  be  good  enough  to  do  it,  and  we  will  agree  on 
such  parts  of  the  record  as  are  essential  to  be  embodied  in  this 
record. 

Mr.  Cotton.  I  shall  be  glad  to  do  that. 

The  Chairman.  And  they  may  be  incorporated.  It  will  entail  a 
good  deal  of  labor  on  the  part  of  the  chairman,  but  the  chairman  is 
willing  to  do  that. 

Mr.  Cotton.  I  shall  be  glad  to  exhibit  to  the  chairman,  or  to  any 
member  of  the  committee,  any  of  the  original  exhibits  which  the 
.commission  kindly  gave  to  Mr.  Farrington  to  bring  here  to  vindicate 
my  honor. 

The  Chairman.  I  have  no  doubt  your  certified  copy  is  correct. 

Mr.  Cotton.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
say  this  alleged  report  of  Mr.  Martz  was  never  put  in  in  any  pro- 
ceeding. There  is  the  certificate  of  the  chairman  of  the  commission, 
to  that  effect;  and  here  are  the  exhibits  that  were  introduced. 

I  offer  next  a  certified  copy  of  all  the  testimony  that  Mr.  Charles 
H.  Martz  gave  upon  that  hearing,  showing  that  Mr.  Martz  was  called 
only  by  the  complainants  and  never  testified  in  the  case  as  to  his 
alleged  report  to  the  railroad  commission  or  as  to  any  item  thereof. 
If  the  committee  does  not  think  it  ought  to  go  into  the  record,  then 
I  will  file  it  for  your  perusal.  I  have  here  Mr.  Farrington,  the  official 
reporter  who  took  his  testitaony,  who  will  certify  under  oath  that 
this  is  all  his  testimony. 

I  want  to  be  as  brief  as  I  can;  but  this  thing  is  so  vital  to  my 
honor,  and  the  evidence  is  so  overwhelming  and  crushing  and  does 
not  depend  upon  my  verbal  statement,  that  I  know  the  committee 
will  be  lenient  in  connection  with  my  statement.  I  shall  proceed  as 
quickly  as  I  can. 

Coming  now  to  .this  alleged  report  of  Mr.  Martz: 

First,  it  is  no  report. 

Second,  there  was  never  any  action  brought  by  the  railroad  com- 
mission inquiring  into  the  rates.  It  was  brought  by  private  indi- 
viduals during  Mr.  Martz's  term. 

Third,  Mr.  Martz  never  made  any  report  to  the  commission  or 
anybody  else. 

This  is  not  a  report.  This  alleged  table  you  have  in  your  record 
is  a  mere  resume,  put  in  finished  form  for  reference,  of  what  the 
witnesses  of  the  Missabe  Railroad  either  did  testify  to  or  were  pre- 
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pared  to  testify  to  in  that  case  if  it  had  been  carried  on  and  not 
dismissed  by  the  complainants'  counsel. 

The  Exhibit  08,  to  which  I  called  the  attention  of  the  honorable 
committee,  is  a  report  of  the  appraisal  of  the  real  estate  and  the 
gravel  pits  and  all  the  real  property  of  the  Missabe  Railroad  in- 
volved in  that  hearing. 

The  information  contained  in  that  exhibit  is  put  for  convenient 
form  under  the  subjects,  as,  for  instance,  "  Right  of  waj,  Proctor  to 
Columbia  Junction,"  "  Gravel  pits,"  and  so  on,  running  clear  through 
to  $6,535,729.40. 

Mr.  Murray.  You  are  now  referring  to  the  Martz  report? 

Mr.  Cotton.  I  am  now  referring  to  the  Martz  alleged  report  in 
evidence.  That  is  in  part  a  table  in  convenient  form  of  the  testimony 
of  this  Exhibit  08. 

In  Exhibit  08  I  only  want  to  call  your  attention  to  just  a  line 
or  two  of  it,  and  that  is  the  appraisal  of  the  gravel  pits. 

This  committee  will  remember,  or  the  honorable  chairman  wiU 
remember,  and  those  of  you  who  were  present,  that  I  am  charged  by 
Mr.  Martz  with  instructing  him  to  pad  the  valuation  placed  on  the 
gravel  pit — in  the  one  gravel  pit  that  he  mentioned,  the  Burnett  pit — 
and  said  I  instructed  him  to  place  the  valuation  of  that  gravel  at  40 
cents  a  yard. 

This  exhibit  is  a  valuation  of  the  gravel,  among  others,  and  the 
gravel  pits  of  the  D.,  M.  &  N.,  by  the  five  men — J.  E.  Cooley  and. 
the  other  real  estate  men  to  whom  I  shall  refer  in  a  minute.  The 
report  of  these  men,  as  well  as  the  record  of  the  testimony  in  the 
case,  a  duplicate  of  which  is  here,  shows  that  instead  of  the  valuation 
being  put  by  me,  or  its  being  done  at  my  direction,  at  40  cents,  the 
gravel  was  appraised  in  the  Hall  tract  at  4  cents  a  cubic  yard  and 
in  the  Burnett  tract  at  10  cents  a  cubic  yard;  and  the  appraisal  made 
by  the  five  men  whose  names  head  this,  and  whose  testimony  is  where 
those  slips  are  placed  in  the  volume,  and  which  I  will  read  with  your 
permission,  shows  these  facts.  That  includes  the  overhaul,  you 
understand. 

I  take  it  that  the  committee  is  composed  of  lawyers.  I  do  not 
know  whether  that  is  true  or  not. 

The  Chairman.  More  or  less. 

]\rr.  Cotton.  In  rate  cases,  you  know,  the  rule  is  not  only  have 
you  a  right  to  find  out  what  the  road  cost,  but  another  element  to 
be  taken  into  account  in  determining  the  reasonableness  of  a  rate 
is,  supposing  you  had  a  primeval  forest  with  original  conditions, 
Wliat  would  it  cost  to  reproduce  that  railroad,  assuming  you  had 
nothing  there  but  the  native  virgin  plains  or  forest,  as  the  case 
may  be? 

We  had  on  that  line  the  Hall  tract  of  gravel,  in  the  city  of  Duluth, 
and  the  Burnett  tract  of  gravel,  near  Columbia  Junction,  or  the 
river,  and  practically  no  other  gravel  on  that  line  whatever.  AU  the 
other  pits  had  been  exhausted,  and  we  did  not  know  of  the  existence 
of  gravel  for  many  miles. 

Mr.  Martz  testified,  and  he  was  cross-examined  by  Mr.  Billson.  I 
should  have  said  that  Mr.  Martz  was  never  called  as  a  witness  by 
either  one  of  the  respondent  companies  in  the  case.  He  was  called 
by  Mr.  Billson  as  an  adverse  witness,  and  Mr.  Billson  undertook  to 
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an  officer  of  a  corporation  for  cross-examination  without  being  bound 
by  his  answers.    And  there  is  his  testimony,  all  that  he  ever  gave  in 
the  case.     It  is  interesting  as  to  what  he  says  about  cheap  construc- 
tion, no  ballast,  and  so  on. 
I  read  from  Exhibit  08 : 

GBAVEL  PITS. 

Hall  gravel  pit,  18.77  acres,  at  $1,200 ;  gravel  and  filling,  480.000  yards,  at  4 
cents  a  yard,  $41,727. 

Gravel  pit  Burnett,  112.80  acres,  at  $10;  gravel,  1,500,000  yards,  at  10  cents 
per  yard,  $151,126. 

That  Hall  tract  lies  right  in  the  heart  of  West  Duluth.  I  know 
that  property  cost  about  sixteen  or  seventeen  thousand  dollars  in  1893 
during  the  panic.  It  lies  right  in  the  heart  of  the  city  and  contains 
almost  20  acres,  and  Was  never  mentioned  by  Mr.  Martz  in  his  testi- 
monv  at  alL 

It  was  valued  by  these  five  men,  one  of  whom  had  been  city  assessor 
of  Duluth  for  many  years,  Mr.  Cooley,  and  a  member  for  11  years  of 
the  State  board  of  equalization  that  at  that  time  passed  on  and  fixed 
the  valuations  of  all  the  property  in  the  State,  and  who  had  lived  in 
Duluth  for  25  years;  another  of  these  men  was  a  contractor,  who 
bought  gravel  right  along  and  used  it  in  Government  contracts  and 
private  contracts,  and  the  others  were  real-estate  experts,  and  they 
all  fixed  this  valuation,  one  after  another,  and  went  on  the  stand  afld 
swore  to  it,  at  4  cents  for  the  gravel  in  the  Hall  tract,  480.000  cubic 
yards,  because  it  was  mainly  filling  and  not  good  gravel,  and  10  cents 
for  the  gravel  in  the  Burnett  pit. 

Mr.  Martz  told  you  gentlemen  that  the  Burnett  pit  only  contained 
40  acres  and  that  it  cost  about  two  or  three  thousand  dollars.  P.  H. 
Nelson  said  it  could  be  bought  for  $10  an  acre  originally.  True,  it 
could  be  bought  for  eight  or  ten  dollars  an  acre  originally,  and  that 
is  all  these  gentlemen,  as  wild  land,  valued  it  at — $10  an  acre. 

But,  for  the  purpose  of  reproducing  a  railroad  that  was  then  in  ex- 
istence, where  there  was  no  gravel  and  where  the  haul  had  been  as 
far  as  50  or  60  miles,  these  practical  men,  real  estate  experts  and 
ethers,  valued  this,  in  this  record,  at  10  cents  per  cubic  yard. 

I  will  read  again : 

Gravel  pit  at  Burnett,  112.80  acres,  at  $10 ;  gravel,  1,500,000  yards,  at  10  cents 
per  yard,  $]  51,126. 

Making  the  total,  with  the  Hall  pit,  $192,853. 

Mr.  M-artz  said  we  had  40  acres.  We  had  112.80  acres  in  that 
gravel  pit. 

It  was  the  finest  bed  of  gravel  known  in  St.  Louis  County.  I  un- 
derstand the  Iron  Range  to-day  is  paying  10  cents  for  a  lot  of  its 
gravel,  and  more. 

This  was  for  the  purpose  of  reconstructing  the  railroad  where  the 
haul  had  to  be  25  or  30  miles  in  either  direction,  if  not  longer.  These 
five  men  testified  that  it  was  worth  that. 

I  have  here  a  duplicate  of  the  evidence,  as  far  as  adduced  in  that 
case.  The  original  is  on  file  with  the  railroad  commission.  The  man 
who  made  this  sits  here— Mr.  A.  A.  Farrington.  In  it  is  the  testi- 
mony, among  others,  of  those  five  men  who  valued  that  gravel  in 
those  pits,  putting  the  Hall  pit  at  4  cents,  on  480,000  cubic  yards,  and 
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the  Burnett  tract  of  112  acres,  and  better  gravel,  with  a  million  and 
a  half  cubic  yards  remaining  in  the  pit,  at  10  cents.  We  had  been 
taking  out  of  that  pit  four  or  five  years,  then. 

The  five  men  who  made  this  valuation  were : 

J.  E.  Cooley,  a  man  who  was  city  assessor  and  a  member  of  the 
State  board  of  equalization,  having  four  big  counties  as  his  district. 

Mr.  D.  W.  Scott,  a  real  estate  agent,  a  man  of  high  standing  in  the 
city. 

Hon.  N.  F.  Hugo,  a  real  estate  man  and  contractor. 

Mr.  Frank  E.  Kennedy,  one  of  the  best  known  real  estate  men  in 
Duluth. 

George  H.  Crosby,  real  estate  man,  mining  expert,  and  miner. 

Those  are  the  five  men  whose  testimony  is  at  the  pages  indicated 
here  in  this  volume. 

If  it  were  not  for  encumbering  the  record  in  these  hearings,  I  would 
like  to  have  that  testimony  go  in  here  for  the  purpose  of  making  the 
record  perfectly  clear. 

The  Chairman.  You  may  read  any  part  of  it  that  you  consider  of 
especial  importance. 

Mr.  Cotton.  I  will  read  just  a  little. 

Reading  from  the  record  in  the  case  of  John  G.  Brown  and  others 
against  the  Iron  Eange  and  Missabe  Railroads,  the  case  mentioned 
as  pending  in  1898  before  the  Railroad  and  Warehouse  Commission 
of  Minnesota  and  the  one  in  which  Mr.  Martz  says  he  made  his  re- 
port, which  was  never  made  and  which  never  was  a  report,  I  read 
from  page  1080,  being  part  of  the  testimony  of  Mr.  J.  E.  Cooley: 

By  Mr.  Murbay  : 

Q.  Mr.  Cooley,  where  is  your  residence? — A.  In  Duluth. 

Q.  How  long  have  yoa  lived  here? — A.  About  25  years. 

Q.  Are  you  familiar  with  real-estate  values  in  the  city? — A.  Yes,  sir. 

Q.  And  In  St.  Louis  County? — A.  Yes,  sir. 

Q.  Have  you  followed  the  business  of  real  estate — I  mean  to  say,  in  a  general 
way? — A.  Yes,  sir. 

Q.  How  long? — A.  Why,  I  have  been  connected  in  that  capacity  for  the  last 
32  or  35  years. 

Q.  Have  you  been  city  assessor  for  the  city  of  Duluth?— A.  I  have. 

Q.  When? — A.  I  think  I  left  the  oiBce  in  1892.  I  was  city  asse'Ssor  for  seven 
years,  up  to  that  time. 

Q.  Are  you  now  a  member  of  the  State  board  of  equalization? — ^A.  I  am. 

Q.  How  long  have  you  been  a  member  of  tliat  board? — A.  Eleven  years,  I 
think. 

I  next  read  from  page  1095 ;  Mr.  Murray  asking  the  questions. 

Q.  With  respect  to  griivel  pits,  did  you  observe  an  abundance  of  gravel  pits 
or  almost  a  complete  absence  of  them  along  the  line  of  this  railway? — ^A.  We 
only  saw  two. 

Q.  And  take  the  smaller  gravel  pit — the  Hall  tract  here,  20  acres  about — how 
did  you  value  that? — ^A.  We  valued  that  land  at  $1,200  per  acre;  the  gravel  and 
filling  at  4  cents  per  cubic  yard,  480,000  yards,  making  a  total  of  $41,737. 

Q.  Seven  hundred  and  twenty-seven,  if  my  print  is  correct  here.  It  is  merely 
a  matter  of  calculation. — A.  I  think  it  should  be  $41,724:  I  think  those  are  the 
right  figures. 

Commissioner  Kingslet.  Have  you  added  the  gravel  and  filling  to  the  value 
of  the  land? 

The  Witness.  Yes,  sir ;  we  put  the  land  in  at  $1,200  an  acre,  and  we  consid- 
ered that  the  gi-nvel  was  worth — the  estimate  in  gravel  being  given  us  by  the 
engineer — we  estimtited  that  was  worth  4  cents  a  yard. 

Q.  You  mean  the  estimate  on  quantity  was  given  you  by  the  engineers  of  the 
railway? — A.  Yes,  sir;  and  the  value  that  we  put  was  4  cents  per  vard It  la 
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Q.  This  Hall  tract  is  right  here  iii  the  city,  is  it  not?— A.  Yes,  sir. 

Mr.  MuRBAY.  I  thought  it  might  be  confusing. 

Commissioner  Kinqsley.  We  understood. 

Mr.  MtjERAY.  So  the  land  is  worth  twelve  hundred  dollars  an  acre  as  land? 

A.  Yes,  sir. 

Q.  Now,  take  the  gravel  at  Burnett,  which  is  the  large  and  only  notable  gravel 
pit  on  the  line  of  the  road;  how  did  you  value  that? — A.  We  valued  the  land  at 
$10  per  acre,  and  the  estimates  of  gravel  as  given  us  by  the  engineer,  1,500,000 
yards  at  10  cents  per  yard,  making  a  total  of  $151,126. 

Q.  That  is  in  addition  to  the  Hall  tract? — A.  Yes,  sir. 

That  is  all  I  need  read  on  that. 

Mr.  Billson  crossrexamined  to  his  heart's  content  on  that. 

Take  Mr.  Crosby's  testimony,  and  it  is  the  same  thing.  That  was 
the  consensus  of  opinion  of  the  five  men.  Each  swore  to  it.  Crosby 
swore  to  the  same  thing.  D.  W.  Scott  swore  to  the  same  thing. 
Frank  E.  Kennedy  swore  to  the  same  thing. 

I  will  next  read  from  Mr.  Hugo's  testimony,  at  page  1185  of  this 
record  in  the  Brown  case : 

By  Mr.  Mtjeray: 

Q.  You  were  one  of  the  gentlemen  who  in  connection  with  Mr.  Cooley  and 
the  other  gentlemen  valued  the  lands  of  the  D.  M.  &  N.  Eailway  Co.? — A. 
Yes,  sir. 

Q.  You  are  familiar  with  the  list,  which  is  D.  M.  &  N.  Exhibit  No.  08? — A. 
Yes,  sir. 

Q.  You  have  visited  every  particle  of  this  property,  have  you? — A.  Yes,  sir. 

Q.  Does  that  list  correctly  represent  your  best  judgment  as  to  the  value  of 
the  several  pieces  of  property  therein  listed  ? — A.  Yes,  sir. 

Q.  The  amounts  set  opposite  the  several  pieces? — ^A.  Yes,  sir. 

Q.  And  the  aggregate? — A.  Yes,  sir. 

Q.  You  heard  the  questions  that  I  last  put  to  Mr.  Cooley  as  to  whether  he 
had  included  in  the  valuation  the  head  crossings  and  grade  crossings  and  rights 
here  in  the  Union  Station,  and  a  lot  of  other  similar  things? — A.  Yes,  sir. 

Q.  You  did  not,  yourself,  include  any  of  those  things  in  this  valuation,  did 
you? — ^A.  No,  sir. 

Q.  With  respect  to  the  gravel  pit,  will  you  give  your  views  as  to  how  you  got 
at  that  value  and  any  facts  that  are  within  your  knowledge  that  aided  you 
in  getting  at  the  value? — A.  I  have  had  occasion  in  the  last  couple  of  years 
to  do  some  figuring  on  city  work  requiring  a  great  deal  of  gravel — the  Govern- 
ment piers  down  here,  I  was  figuring  on  that — street  work  in  two  harbors. 
One  of  them  requires  nearly  100,000  yards  of  gravel,  and  going  over  the 
Mlssabe  road  I  noticed  there  were  only  two  gravel  pits,  the  first  one  at  Hall's 
tract,  but  the  most  of  the  gravel  is  not  good  for  top  dressing  in  my  opinion,  only 
for  filling.  The  one  at  Burnett  is  a  splendid  grade  of  gravel,  equal  to  shore 
gravel,  perfectly  clean  and,  from  my  personal  knowledge  of  the  value  of  gravel, 
I  estimate  that  t6  be  worth  about  10  cents  a  yard,  and  this  down  at  Hall's 
addition  4  cents  a  yard. 

Q.  The  quantities  were  given  you  by  the  engineers  of  the  road? — ^A.  The 
quantities  were  given  as  the  amounts  remaining  there  by  the  engineers  of  the 
road,  that  amount  left  there. 

A  clerk  in  the  engineering  department,  taking  this  respondent 
Missabe  Railroad's  Exhibit  08,  took  the  footings  as  to  all  this  real 
estate,  including  that  gravel,  and  put  it  in  convenient  shape,  so  that 
it  would  be  available  if  we  wanted  to  put  it  in  evidence  later ;  he  put 
it  in  the  form  of  this  Martz  table. 

So  that  the  testimony  in  this  case,  which  is  before  you,  is  that 
five  men,  than  whom  there  are  no  better  men  in  the  State  of  Minne- 
sota, valued  the  gravel  at  $192,853 ;  and  Mr.  Martz  did  not  value  it. 
I  did  not  tell  him  to  pad  it,  or  to  add  to  it,  and  had  nothing  to  do 
with  it  except  to  see  that  it  was  put  in  that  form.  It  was  the  opinion 
evidence  of  five  as  good  men  as  there  are  in  the  State  of  Minnesota. 
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The  next  item,  if  the  committee  please,  as  to  which  I  am  accused 
of  instructing  Mr.  Martz  to  pad  this  alleged  report,  is  with  refer- 
ence to  the  cuts  and  fills  in  the  cost  of  reconstruction,  or  in  what 
would  be  deemed  the  ordinary  construction  work  of  a  railway,  the 
earth  and  overhaul. 

Mr.  Martz  says  it  was  put  in,  in  this  alleged  report,  at  40  cents  per 
cubic  yard,  when  it  ought  to  have  been  not  over  25  cents;  and  that 
he  was  instructed  by  me  to  make  that  addition. 

Of  course  there  is  no  padding  here.  These  are  all  open  on  this 
table,  where  any  man  can  see  them,  where  any  lawyer  can  see  them; 
indeed,  can  see  the  price  is  put  right  here  as  40  cents  for  earth  and 
haul. 

I  want  to  say  as  to  that;  that  that  statement  of  Mr.  Ma*tz,  like  the 
other  one,  is  absolutely  false. 

I  wish  to  offer  as  essential  to  my  defense  here,  if  the  chairnian  and 
the  committee  please,  a  similar  certified  copy  of  the  cost  of  reproduc- 
tion of  the  Iron  Range  road,  which  was  the  respondent  Iron  Eange 
Exhibit  No.  2,  and  which  did  go  in  evidence  in  this  case  that  I  am 
speaking  about,  and  which  certified  copy  was  obtained  in  the  same 
way  as  the  previous  ones,  and  is  accurate  and  correct.  May  I  have 
your  permission,  Mr.  Chairman,  that  it  shall  go  in  the  record  here? 
It  is  essential. 

The  Chairman.  I  suggest  that  you  file  it. 

Mr.  Cotton.  I  consider  that  it  is  essential  that  this  should  go  in, 
Mr.  Chairman. 

The  Chairman.  What  is  that? 

Mr.  Cotton.  It  is  the  cost  of  reproduction  of  the  Iron  Hange  road. 

Mr.  Murray.  It  ought  to  go  in  evidence. 

Mr.  Cotton.  It  is  the  cost  of  reproduction  of  the  Iron  Range  road, 
which  the  Iron  Range  put  in,  and  which  goes  to  this  question  of  what 
those  charges  should  be  for  the  earth  and  haul,  and  which  meets  this 
point  as  to  which  I  am  charged,  of  authorizing  or  requiring  the  pad- 
ding of  those  figures. 

The  Chairman.  In  whose  testimony  is  that? 

Mr.  Cotton.  This  is  an  exhibit  made  up  by  the  engineers  of  the 
Iron  Range  road,  sworn  to  in  this  record  by  them,  by  Mr.  G.  J.  A. 
Morris,  by  E.  H.  McHenry,  by  Robert  A.  Tweedy,  and  by  Charles 
W.  Johnson,  P.  B.  Winston,  and  others,  as,  in  their  judgment,  the 
unit  prices  that  would  obtain  or  did  obtain  in  1898  in  case  the  Iron 
Range  road  was  reconstructed  anew. 

Mr.  Murray.  And  that  would  apply,  if  the  committee  please,  to 
this  road  as  well,  it  being  a  parallel  road. 

Mr.  Cotton.  They  testify  that  the  conditions  were  identically  the 
same. 

The  Chairman.  As  I  remember  it,  the  question  that  Mr.  Martz  tes- 
tified to  was  not  as  to  the  cost  of  reproducing  the  Iron  Range  rtfad, 
but  as  to  the  Duluth,  ilissabe  &  Northern. 

Mr.  CoTioN.  Yes;  Mr.  Chairman,  but  he  said  I  told  him  to  make 
that  charge  40  cents  a  cubic  yard. 

The  Chairsian.  This  is  about  the  cost  of  reproduction  of  the 
Duluth  and  Iron  Range  road? 

Mr.  Cotton.  Yes;  but  both  were  introduced  at  the  same  time. 

Will  you  let  me  explain  that  to  you  ? 
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Mr.  Baktlett,  Just  a  moment.  Will  you  please  explain  what 
your  proffered  testimony  is  first,  before  you  explain  it  ? 

Mr.  Cotton.  It  is  a  certified  copy  of  the  cost  of  reproducing  the 
Iron  Range  road,  introduced  by  the  Iron  Eange  rcmd  in  this  very 
hearing,  and  in  this  very  case. 

Mr.  Bartuett,  Is  it  presented  in  the  shape  of  documents  or  in 
the  form  of  testimony  ? 

Mr.  Cotton.  It  is  in  the  form  of  an  exhibit,  with  all  the  unit 
prices,  giving  the  mileage  and  everything  else. 

Mr.  Baetuett.  It  is  in  the  form  of  an  exhibit  to  what  ?  What  is 
the  proceeding?    What  was  it  an  exhibit  to? 

ISfr.  Cotton.  It  was  testimony  introduced  in  the  case  and  followed 
up  by  verbal  testimony. 

Mr.  Danforth.  It  was  introduced  in  the  Brown  case. 

Mr.  Bartlett.  That  is  what  I  am  trying  to  get  at.. 

Mr.  Gardner.  The  Brown  case  was  the  case  before  the  Minnraota 
railroad  and  warehouse  commission? 

Mr.  Cotton.  Yes ;  and  the  only  one  during  Mr.  Martz's  regime. 

Mr.  Bartlett.  That  is  an  exhibit  to  the  testimony  of  somebody  ? 

Mr.  Cotton.  No,  no.  It  is  the  base  introduced  by  the  Iron  Bange 
road  upon  which  9  or  10  men  testified  that  the  prices  were  right. 

The  Chairman.  Let  us  get  this  matter  straight 

Mr.  Cotton.  I  offered  that  because  it  is  absolutely  pertinent  to  my 
defense. 

The  Chairman.  Let  me  see. 

Do  you  understand  that  Mr.  Martz  testified  as  to  the  cost  of  repro- 
ducing the  Duluth  &  Iron  Range  Railroad? 

Mr.  Cotton.  No,  sir;  the  D.  M.  &  N. 

The  Chairman.  This  is  evidence  showing  the  cost  of  reproducing 
the  Duluth  &  Iron  Range.  If  Mr.  Martz  did  not  testify  as  to  the 
cost  of  reproducing  the  Duluth  &  Iron  Range,  any  evidence  as  to 
the  cost  of  reproducing  the  Duluth  &  Iron  Range  would  be  absolutely 
immaterial. 

Mr.  Murray.  May  I  say  a  word,  Mr.  Chairman  ?  I  can  make  Miat 
plain. 

The  Chairman.  No.     Let  Mr.  Cotton  state  it. 

Mr.  Bartlett.  If  you  desire  to  be  heard,  you  may  be  heard  later. 

The  Chairman.  Yes ;  if  you  desire  to  be  heard,  you  can  make  your 
statement  later. 

Mr.  Cotton.  Mr.  Billson  introduced  the  cost  of  reproduction  of 
the  Iron  Range  road  by  his  own  engineers.  He  introduced  for  the 
complainants  the  cost  of  reproduction  by  his  own  witnesses,  real 
estate  and  railroad  experts  and  all.  To. meet  that  the  Iron  Range 
put  in  this  tabk  of  cost  and  unit  prices,  and  9  or  10  men  swore  that 
these  prices  were  right  and  reasonable  and  that  the  conditions  on  the 
Missabe  were  identical  and  that  the  same  prices  would  be  reason- 
able on  the  Missabe. 

Mr,  MoHRAY.  That  is  the  point. 

Mr.  Cotton.  We  prepared  this  table,  intending  to  use  it,  ihe  one 
that  is  in  the  recor<i,  if  Mr.  Billson  had  introduced  the  cost  of  re- 
production as  to  tlie  Missabe,  but  he  did  not.  Th^reforfi  it  never 
became  necessary  for  us  to  introduce  any  sheet  of  the  cost  of  an 
alleged  reproduction,  because  they  did  not  offer  any  as  to  our  road. 

17042— No.  32—11 2 
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The  unit  prices  as  to  earth  and  all  that  sort  of  thing,  as  was  testi- 
fied to  by  all  the  ten  witnesses,  would  be  the  same  on  both  roads; 
they  are  in  effect  and  in  substance  the  same  as  this  40  cents  for  earth 
and  $1.25  for  rock  in  place. 

1  say,  from  my  own  knowledge,  that  10  to  15  men  went  over  these 
two  railroads  together  and  agreed  on  unit  prices,  and  the  unit  price 
given  in  this  schedule,  made  by  some  clerk  in  the  engineering  de- 
partment, is  the  concensus  of  opinion  of  the  15  men  who  made  it; 
and  Mr.  Martz  was  only  one  of  them. 

Mr.  Bartlett.  What  is  it  that  you  offer  now?  Let  us  get  back 
to  that. 

Mr.  Cotton.  I  offer  this  exhibit,  and  1  want  to  read  a  little  from  it. 

Mr.  Mtieeat.  It  shows  the  prices  per  cubic  yard  for  excavation 
on  both  roads.     That  is  the  point,  and  simply 

The  Chairman.  I  would  suggest  to  the  committee  at  this  point, 
that  the  committee  have  never  gone,  at  this  time,  into  any  inquiry 
as  to  the  cost  of  reproducing  the  Duluth  &  Iron  Range  Railroad.  It 
did  hear  testimony  fi'om  Mr.  Martz  as  to  the  cost  of  reproducing 
the  Duluth,  Missabe  &  Northern. 

So  much  of  this  testimony  as  deals  with  the  cost  of  reproducing 
the  Duluth  &  Iron  Range  Railroad  is  not  pertinent  to  the  inquiry 
as  to  whether  or  not  Mr.  Martz  made  a  correct  or  an  incorrect  state- 
ment with  reference  to  the  cost  of  reproducing  any  other  railroad 
concerning  which  he  did  not  testify. 

Mr.  Danfoeth.  The  figures  were  the  same  for  the  two  roads,  ac- 
cording to  the  statements  of  Mr.  Cotton,  as  testified  to  by  these  15 
witnesses. 

Mr.  Cotton.  If  the  Chairman  please,  I  think  I  can  aid  the  com- 
mittee by  making  a  little  explanation.  I  have  no  desire  to  put  that 
in  if  the  committee  does  not  think  it  pertinent,  of  course.  But  I 
think  I  can  explain  why  I  think  it  is  pertinent,  so  that  the  committee 
will  appreciate  the  importance  of  it. 

The  Chairman.  I  want  anything  that  is  pertinent,  of  course. 

Mr.  Cotton.  I  know  those  unit  prices,  and  I  can  state  them. 

Mr.  Steeling.  Your  purpose  in  offering  this  is  to  contradict  Mr. 
Martz  ? 

Mr.  Cotton.  My  purpose  is  to  contradict  Mr.  Martz,  who  said  I 
instructed  him  to  put  all  that  in  at  40  cents. 

Mr.  Steeling.  I  think  that  is  the  purpose  of  this,  gentlemen. 

Mr.  Cotton.  That  is  all  it  is. 

The  Chairman.  The  Chair  is  not  concerned  one  way  or  another 
about  it.  and  much  prefers  that  the  committee  should  act  upon  it. 
The  Chair  simply  makes  the  suggestion  in  order  that  they  may  use 
their  better  judgment  in  deciding  what  should  go  into  the  record  of 
this  committee  and  what  should  not  go  into  the  record. 

Mr.  Steeling.  I  thnk,  if  the  witness  could  state  it  briefly,  present- 
ing the  points  which  he  desires  to  emphasize  before  this  committee, 
that  would  be  the  better  way.  I  think  that  would  be  preferable  to 
having  it  read  into  the  record  at  length. 

Mr.  Baetlett.  JM  me  make  a  suggestion.  My  view  of  the  matter 
is  this:  Not  to  put  in  the  statement  of  somebody  who  testified  in  this 
other  proceeding,  but,  in  this  particular  investigation,  to  have  the 
witness  now  on  the  stand  make  a  statement  and  sav  that  this  was 
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substantiated  by  the  testimony  of  such  and  such  witnesses  at  the  trial 
of  the  case  to  which  he  has  referred. 

Mr.  Cotton.  I  shall  be  very  glad  to  do  that,  to  save  time,  Mr. 
Bartlett. 

Mr.  Bartlett.  Is  that  satisfactory  to  the  committee? 

The  Chairman  Yes.  "We  do  not  want  to  print  all  of  that  matter 
in  this  investigation. 

Mr.  Cotton.  In  this  alleged  report  of  Mr.  Martz  he  claims  that 
I  instructed  him  to  make  that  price  40  cents  for  earth  and  haul. 
No  claim  is  made  as  to  the  solid  rock  of  $1.25  a  cubic  yard. 

At  that  time  the  Iron  Kange  put  in  their  cost  of  reproduction. 
The  outside  engineers  employed  by  one  road  were  employed  by  the 
other,  and  they  went  over  both  roads,  and  all  the  engineers  worked 
together — the  engineers  of  the  two  roads,  and  the  independent  or 
outside  engineers. 

The  Iron  Range  was  in  the  habit  of  classifying  under  their  con- 
tracts a  little  differently  than  the  Missabe;  but  the  net  result  in 
money  is  the  same. 

Mr.  SiTERLiNG.  May  I  ask  you  this:  You  say  that  Mr.  Martz 
swore  in  his  testimony — I  was  not  here  at  that  time — that  you  had 
instructed  him  to  pad  the  report  as  to  the  value  of  that  gravel? 

Mr.  Cotton.  Yes. 

Mr.  Sterling.  Does  he  testify  that  he  did  pad  it  ? 

Mr.  Cotton.  Yes. 

Mr.  Steeling.  And  he  swore  to  it? 

Mr.  Cotton.  Yes,  sir. 

Mr.  Sterling.  And  he  claims  that  he  did  that  at  your  suggestion? 

Mr.  Cotton.  Yes;  moreo-s-er,  that  it  was  put  at  40  cents  a  cubic 
yard. 

Mr.  Murray.  He  wobbled  a  good  deal,  and  gave  one  account,  and 
then  another,  and 

The  Chairman.  You  will  have  to  keep  your  seat,  and  not  inter- 
pret what  other  witnesses  before  this  committee  have  said. 

Mr.  Murray.  I  withdraw  the  word  "  wobbled  " 

The  Chairman.  I  have  advised  you  on  more  than  one  occasion 
to  make  your  objections  in  writing. 

Mr.  Murray.  I  wanted  to  make  a  word  of  comment,  in  absolute 
sincerity,  Mr.  Chairman 

The  Chairman.  You  must  not  comment  on  testimony  of  wit- 
nesses unless  you  go  on  the  stand  for  cross-examination.  I  state 
that  to  you  once  for  all. 

Mr.  Murray.  I  withdraw  the  word  "  wobbled,"  which  seems  to  be 
objectionable,  and 

The  Chairman.  If  you  withdraw  all  you  said  and  take  your 
seat,  you  will  accommodate  the  Chairman. 

Now,  proceed,  Mr.  Cotton. 

Mr.  Cotton.  The  classification  used  by  the  Iron  Eange,  from 
the  time  it  was  started— it  was  a  road  that  was  many  years  older 
than  ours — was  they  had  earth,  loose  rock,  solid  rock,  hardpan, 
overhaul  and  winter  use  or  winter  work. 

On  the  Missabe  we  only  used  earth  and  rock,  solid  rock.  When- 
ever we  let  a  contract  to  bidders,  the  only  classification  we  called 
for  on  the  Missabe  was  a  bid  on  earth,  which  includes  everything 
but  solid  rock  in  place,  and  solid  rock. 
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On  the  Iron  Range,  they  went  a  little  further.  They  asked  for 
a  bid  on  solid  rock,  and  divided  the  balance  into  earth,  loose  rock, 
hard  pan,  overhaul  and  winter  service  which  is  more  expensive. 

So,  in  this  case,  it  was  decided  by  the  Iron  Range,  after  consul- 
tation, that  they  would  follow  their  old  practice  as  to  their  recon- 
struction, and  make  that  classification. 

As  the  Missabe  had  kept  its  records  all  the  other  way,  it  was  con- 
cluded they  would  make  their  report  their  own  way. 

So  the  Iron  Range's  estimate  of  cost  of  reconstruction  on  that 
branch  leading  to  Elv  and  Tower  was  35  cents  for  earth,  45  cents 
for  loose  rock,  $1.26  lor  rock  in  place  (both  roads  using  the  same), 
43  cents  for  hardpan,  1  cent  for  overhaul,  and  6  oMits  on  one-half 
of  the  total  quantity  for  winter  work. 

We  were  assuming  that  it  would  take  two  or  three  years  to  build 
this  railroad,  working  all  the  time. 

If  you  will  multiply  their  figures  out,  using  those  figures  that  I 
have  given,  you  will  find  that  those  figures  were  higher  than  the 
figures  which  the  Missabe  used  at  the  same  time  for  the  reconstruc- 
tion of  its  road  by  a  few  thousand  dollars,  and  higher  than  the  one 
given  by  Mr.  Martz  as  the  one  that  I  had  padded  or  told  him  to  pad. 

Instead  of  using  this  loose  rock,  hardpan,  overhaul,  and  6  cents 
for  half  of  the  total  for  winter  use  or  winter  work,  we  used  simply 
40  cents  for  everything  except  solid  rock  in  place,  and  $1.25  for  rock 
in  place.    The  sum  total  of  them  is  practically  the  same. 

If  you  use  the  Iron  Range  method  on  their  line  to  Ely  and  then 
use  the  method  that  the  Missabe  used  for  the  same  thing  on  the  same 
line,  the  difference  would  be  $7,000  on  the  total  mileage.  So  that 
you  see  they  were  practically ,  the  same. 

W.  A.  McGonagle,  resident  engineer  of  the  Iron  Range:  Robert 
Angst,  now  dead,  chief  engineer  of  the  Iron  Range ;  P.  B.  Winston, 
of  Minneapolis;  C.  J.  A.  Morris,  Robert  A.  Tweedy,  Charles  W. 
Johnson,  D.  M.  Philbin,  and  others  also  testified  that  those  unit 
prices  on  the  Iron  Range  were  reasonable  and  right,  and  that  they 
would  apply  equally  well  on  the  Missabe. 

As  Mr.  Billson  did  not  offer  any  cost  of  reproduction  on  the  Mis- 
sabe, it  never  became  necessary  for  us  to  introduce  the  evidence  of 
all  those  same  witnesses,  who  would  have  testified  when  on  the  stand 
that  the  unit  price  of  40  cents  for  earth  and  $1.25  for  rock  was  right 
and  reasonable  and  the  going  price. 

I  know  of  my  own  knowledge,  and  hereby  state,  that  during  1898 
the  going  contract  price  for  stripping  on  the  Mesabi  Range  was 
about  40  cents  a  cubic  yard.  I  mention  as  an  illustration  of  that 
the  Biwabik  &  Mesabi  Mountain  mines,  which  were  then  being 
stripped  by  the  Drake-Stratton  Co.,  one  of  the  largest  contracting 
concerns  in  the  world,  and  many  other  illustrations  can  be  given. 

Since  that  time  the  price  on  stripping  has  gone  down.  It  is  much 
cheaper  now.  The  stripping  ran  down  to  28  or  29  cents,  and  it  is 
possibly  as  low  as  26  and  27  cents  to-day.  But  I  am  speaking  about 
the  prices  in  1898. 

Therefore  the  statement  by  Mr.  Martz  that  I  instructed  him  or  re- 
quired him  to  make  the  "  earth  and  haul "  40  cents  is  absolutely  and 
unquestionably  false. 

Tt    was    fVlP    f^nnppncmQ    n-f    lA    mori'o    r»r»lTll*vna      a-vna-wi-e      fliof    fVinf    rtroc 
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case  states  that  these  prices  are  right,  and  that  they  apply  to  the 
Mesabi  as  well  as  the  Iron  Bange. 

All  of  the  other  unit  prices  in  this  schedule  were  the  standard 
prices,  $22  for  rail,  and  everything  else  was  standard.  Hundreds  of 
men  can  be  brought  in  to  testify  to  that. 

The  charges  for  commissions,  discounts,  and  interest,  were  the  esti- 
mates of  men  skilled  in  financial  matters  and  the  estimates  '^f  rail- 
road eajgineers  and  railroad  operatives  as  to  how  Icmg  it  would  take 
to  build  the  road,  how  lonig  the  road  would  be  withoiat  earnings,  what 
the  rate  of  interest  should  be,  and  what  the  contingencies  ought  to 
be,  and  what  it  was  commonly  the  practice  to  insert. 

There  is  one  othOT  thing  to.  which  I  want  to  call  your  attention, 
as  to  the  statement  by  Mi*.  Martz  that  I  tt>ld  him  the  statute  of  limi- 
tations had  run  on  his  19  shares  of  railway  stock. 

That  is  absolutely  untrue.  I  never  knew  he  owned  the  stock. 
Everybody  that  was  a  party  to  the  contract  was  under  obligations,  to 
sell  his  stock  to  the  consolidated  mines,  the  Lake  Superior  Consoli- 
dated Iron  Mines,  which  owned  the  majority  of  the  stock  of  the 
railway  company.     It  was  looking  for  and  buying  the  stack. 

In  February,  1894,  I  was  elected  a  director  for  the  first  time  and 
bought  railway  stock  to  qualify  myself,  and  A.  D.  AUibone,  who  was 
elected  vice  president  of  the  company,  at  $25  a  share. 

Mr.  Martz,  according  to  his  testimony,  loaned  his  stock  to  some 
gentlemen  and  loaned  it  for  purposes  of  collateral;  I  am  speaking 
of  these  19  shares  which  be  mentioned.    The  record  is  before  you. 

In  order  that  those  people  could  use  that  collateral,  he  either  in- 
dorsed it  in  blank  or  else  gave  them  the  usual  stock  power. 

Of  course,  he  had  a  cause  of  action  against  the  people  who  used 
the  stock  and  never  returned  it  to  him.  That  cause  of  action  had 
not  expired  at  the  time  he  left  the  service  in  March  or  April,  1899, 
because  this  transaction  was  in  the  summer  of  1893. 

Again,  the  certificate  of  his  19  shares  of  stock  was  in  the  posses- 
sion of  the  Missabe  Railroad,  because  the  secretary'^s  books  were  in 
Duluth,  and  the  returned  certificate  was  in  the  book. 

I  think  I  was  the  secretary  as  well  as  the  attorney  of  the  railroad 
at  the  time.    Or  S.  R.  Payne  was  the  secretary. 

Asy  time  Mr.  Martz  wanted  to  look  at  that  certificate  he  knew  that 
he  only  had  to  walk  up  to  my  office  and  look  at  it  and  see  whether  his 
signature  was  there. 

Again,  if  he  wanted  to  know  who  got  the  38  shares  of  Lake  Sui 
perior  Consolidated  Iron  Mines  stock,  trustees'  certificate  of  beneficial 
interest,  all  he  had  to  do  was  to  spend  2  cents  for  a  postage  stamp 
and  write  a  letter  to  the  Consolidated  Mines  and  find  in  whose  name 
that  certificate  for  38  shares  was  held. 

I  never  heard  of  this  thing.  We  did  not  care  who  owned  the  rail- 
way stock.  There  were  a  good  many  people  who  owned  it.  Eventu- 
ally, the  Consolidated  Mines  got  it  all,  and  became  the  sole  owner  of 

that  stock.  „   ,  .,       ,    .     ,    ,. 

Mr.  Martz  testified  that  the  actual  cost  of  that  railroad,  including 
the  parts  built  by  the  Messrs.  Merritt,  Grant  &  Chase  syndicate,  the 
main  line  and  the  Biwabik  branch  and  afterwards  the  Virginia 
branich,  uicludimg  the  extension  of  the  line  into  Duluth  in  the  sum- 
mer of  1893,  and  including  the  Superior  branch  from  Wolf  to  Hib- 
bing,  and  the  ore  docks,  was  $1,660,000. 
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Let  me  state  that  so  far  as  the  main  line  and  the  Biwabik  branch 
of  that  railroad,  64  miles,  were  concerned,  it  cost  the  railway  com- 
pany $1,200,000  in  bonds,  and  $1,200,000  in  its  full-paid  capital 
stock. 

The  railway  company  never  knew,  of  its  own  knowledge,  what  the 
cost  was  to  the  construction  company,  headed  by  Donald  Grant,'  of 
Faribault,  Minn. 

The  record  before  you,  containing  the  testimony  of  the  gentlemen 
who  have  preceded  me,  shows  that  the  main  line  and  the  Biwabik 
branch  cost  $660,000. 

The  testimony  of  one  of  the  gentlemen  who  preceded  me  shows 
that  the  Virginia  line  cost  him  and  his  associates  $70,000. 

That  makes  $730,000,  on  their  own  statement,  as  the  actual  cost 
of  what  cost  the  railway  company  $2,400,000  in  stocks  and  bonds. 

The  county  of  St.  Louis,  Minn.,  voted  this  enterprise  $250,000  in 
bonds. 

We  had  to  work  like  all  get-out  in  the  summer  of  1893  to  get 
that  Superior  branch  completed  in  time  to  get  those  bonds,  because 
people  were  trying  to  collect  their  money,  and  would  not  build  the 
bridges,  and  we  could  not  get  across.  We  got  through,  finally,  and 
the  bonds  were  sold  at  a  discount  of  about  5  per  cent  to  people  in 
Chicago— Farson,  Leach  &  Co.  This  brought  about  $237,000  net, 
and  that  went  in.    That  made  very  nearly  a  million  dollars  already. 

Then,  in  the  winter  of  1893,  there  was  a  purchase  made  of 
freasury  stock— $400,000  worth— 4,000  shares  at  $100  a  share.  The 
law  of  Minnesota  was  that  railway  stock  can  only  be  sold  for  par, 
so  that  that  purchase,  made  through  A.  D.  Thomson,  was  4,000 
shares,  or  $400,000  in  money. 

That  went  into  the  treasury  of  the  company.  That  was  in  the 
winter  of  1893.  That  made  a  million  and  about  four  hundred  thou- 
sand dollars  actually  in. 

The  Wetmore  contract  called  for  $1,600,000  in  money.  That  was 
all  worked  out  in  that  summer. 

Add  those  together  and  you  have  got  $3,000,000  in  the  road,  actual 
cold  cash,  in  the  summer  of  1893. 

In  addition  to  that  we  owed,  in  August  of  1893,  in  floating  debts 
past  due  $1,700,000  and  more.  The  exact  amount  I  do  not  remember. 
That  is  besides  all  that  I  have  spoken  of. 

That  indebtedness  was  all  paid— all  cleaned  up — later. 
«  Again,  that  only  included  miscellaneous  equipment — a  few  pas- 
senger cars,  a  private  car,  a  few  flat  cars,  a  few  box  cars,  and  no  ore 
cars. 

The  first  750  ore  cars  of  the  Missabe  Road  were  built  by  a  concern 
in  West  Duluth— I  think  it  was  the  Minnesota  Car  Co. — and  they 
cost  about  five  or  six  thousand  dollars  apiece.  They  were  wooden  cars, 
and  they  were  the  first  ore  cars  that  we  had.  We  got  them  by  get- 
ting a  car  trust  placed ;  in  short,  a  mortgage  on  those  cars  only,'  with 
Post,  Martin  &  Co.,  of  New  York.  That  is  the  way  we  got  that 
equipment  to  start  with. 

I  say  Mr.  Martz's  statement  that  the  entire  road  was  completed, 
including  the  Superior  branch,  the  Duluth  extension  into  Duluth, 
and  the  ore  docks,  for  a  million  and  a  half  dollars  is  perfectly  absurd 
and  ridinnlniis 
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Let  me  tell  you  another  thing.  Mr.  Martz's  testimony  in  the  case 
to  -which  I  have  invited  your  attention  was  that  only  half  of  ore 
dock  No.  1  was  built  that  year.  He  swore  before  your  committee, 
however,  that  these  ore  docks  were  included— two  of  them  costing  a 
thousand  dollars  a  pocket,  and  with  384  pockets  in  each  of  them. 
The  fact  is  that  pnly  192  pocket?  of  the  jfirst  dock  were  constructed 
that  year.    The  balance  all  came  in  later. 

When  Mr.  Billson  did  not  put  in  the  cost  of  reproduction  as  to 
us,  we  were  not  going  to  put  in  any  cost  of  reproduction ;  so  that  is 
why  we  never  used  this  Martz  table.  That  table  is  the  consensus  of 
opinion  of  many  men — real-estate  men,  railroad  operatives,  railroad 
engineers,  practical  men,  contractors.  All  that  tabulation  is  the 
work  of  some  clerk  in  putting  it  down  for  convenience.  That  ex- 
hibit was  marked  with  us  "  062."  All  we  introduced  in  the  case  was 
020.  .  There  were  41  more  and  this  exhibit  that  We  never  introduced. 
We  would  have  introduced  them  if  Mr.  Billson  had  gone  on  with 
that  case  and  if  he  had  put  in  a  cost  of  reproduction. 

If  you  want  to  get  at  the  real  cost  of  that  railroad,  let  me  state 
that  under  the  law  of  Minnesota  the  railroad  and  warehouse  com- 
mission, which  stands  preeminently  at  the  head  of  the  railroad  com- 
missions of  this  country,  revalued  all  the  railroad  property  in  the 
State  of  Minnesota,  and  they  revalued  this  Missabe  Eailroad  as  of 
June  30,  1907,  according  to  my  best  recollection.  They  spent  a  lot 
of  time,  two  or  three  years,  after  that  date  in  doing  it  with  their  own 
staff — real-estate  men,  railroad  engineers,  railroad  operatives — and 
they  reported  as  the  valuation,  as  you  will  find  from  their  records 
in  St.  Paul  to-day  (that  was  as  of  June  30,  1907)  that  the  cost  of 
reproducing  that  railroad  would  be,  excluding  the  equipment,  more 
than  $20,000,000,  and  the  equipment  was  worth  and  had  cost  more 
than  $7,000,000. 

The  Chairman.  Is  that  the  cost  of  reproducing  the  Duluth,  Mis- 
sabe &  Northern? 

Mr.  Cotton.  Yes,  sir.    Let  me  add  to  that 

Mr.  Gakdnee.  Where  is  that  record  to  be  found  ? 

Mr.  Cotton.  With  the  railroad  and  warehouse  commission,  St. 
Paul,  Minn. ;  in  the  State  capitol. 

Mr.  Danfoeth.  Do  they  publish  annual  printed  reports? 

Mr.  Cotton.  They  do;  once  a  year.  I  think  it  is  all  shown  in  the 
last  annual  report.  "  It  is  in  the  last  one,  or  the  one  previous  to  that, 
if  you  please.    I  have  forgotten  which. 

Mr.  Gardner.  It  would  be  as  of  June  30,  1907? 

Mr.  Cotton.  Yes;  but  it  did  not  come  out  until  later,  because  it 
was  the  cost  of  reproduction,  which  takes  two  or  three  years  to  work 
out. 

Again,  the  Missabe  Eailroad  is  three  times  as  big  and  valuable  to- 
day as  it  was  in  1898,  when  we  were  preparing  to  revalue  it  in  case 
Mr.  Billson  tried  to  revalue  it.  We  did  not  put  that  in,  because  he 
did  not  revalue  it.  »      ■   •         »    ,i    , 

The  Martz  table  was,  as  I  say,  the  concensus  of  opinion  of  all  the 
engineers,  railroad  operatives,  and  real  estate  men,  and  everyone 
else— and  Mr.  Martz  was  one  of  them— as  to  prices  and  everything 
else. 
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I  want  to  make  one  statement  further.  Instead  of  using  that  table 
when  Mr.  Billson,  a  shrewd  lawyer,  did  not  put  anything  in  dn  us, 
we  put  in  the  annual  reports  of  the  railroad ;  we  took  the  total  book 
cost  of  the  railroad  company  as  of  June  30,  1897,  which  was  some- 
thing like — I  will  turn  to  Exhibit  9,  whicth  is  in  evidence  before 
you — $7,900,000,  in  round  numbers. 

From  June  30, 1894,  to  June  30, 1897,  or  the  31st  day  of  May,  18S8, 
I  have  forgotten  which,  we  had  put  $1,592,000  actual  cash  in  new  con- 
struction, ore  docks,  rights  of  way,  and  equipment  and  had  charged 
it  to  operating  expenses.  When  this  Brown  hearing  came  on,  we  took 
it  out  of  operating  expenses  and  charged  it  to  income.  In  short,  we 
set  it  up  as  a  capital  account.  It  was  money  we  had  earned,  of 
course,  taken  out  of  earnings  and  spent  for  new  property,  and  it 
should  be  in'  capital  account. 

"We  took  .that  $1,592,000  capital  account,  plus  $7,900,000  of  actual 
book  value,  as  given  by  the  annual  reports  on  file  both  with  the  Inter- 
state Commerce  Commission  and  with  the  railroad  and  warehouse 
commission  of  Minnesota,  and  added  them  together  and  let  the  valua- 
tion stand  for  the  purpose  of  our  case,  prima  facie,  at  $9400,000, 
which  was  a  better  figure  f(Jr  us  than  this  one  given  on  tiw  alleged 
report  of  Mr.  Martz,  which  was  never  made.  We  let  the  record  stand 
on  the  book  cost  plus  what  we  had  added  in  actual  money. 

Mr.  Chairman,  may  I  just  say  one  word  more? 

The  Chairman.  Certainly;  proceed. 

Mr.  Co'PTON.  We  had,  in  addition  to  that,  a  further  defense  up  our 
sleeve,  and  that  was  that  when  Mr.  Billson  got  through,  and  had 
marched  his  men  up  the  hill  and  down  again,  the  traffic  was  inter- 
state and  not  subject  to  regulation  or  control  by  the  State  of  Minne- 
sota in  any  way,  shape,  or  manner. 

We  never  had  occasion  to  use  that  defense  in  that  case,  because  the 
suit  was  dismissed.  I  do  not  say  that  he  did  it  at  the  request  or  on 
behalf  of  the  complainants.  I  do  not  know  anything  about  that. 
We  of  the  Missabe  Road  did  not  Imow  anything  about  why  the  ^it 
^^  as  dismissed.  AVe  simply  knew  that  Mr.  Billson  filed  a  dismissal 
in  St.  Paul.  He  was  attacking  the  Iron  Range  mainly,  and  that  dis- 
missal carried  the  dismissal  of  the  case'as  to  us.  But  we  had  back 
all  the  time  this  qiie>:tion  that  the  traffic  was  interstate,  it  being 
known  that  from  the  time  the  shovel  went  into  the  ground  to  dig  out 
the  ore  it  was  going  on  a  substantially  continuous  journey  by  rail 
and  by  water  to  other  States,  and  that,  therefore,  it  was  subject  only 
to  the  control  of  the  Congress  of  the  United  States  or  such  commis- 
sion.* a?  it  might  create. 

That  was  the  only  hearing  ever  brought  or  had  before  any  com- 
mission or  any  court  during  the  time  that  Mr.  Martz  was  chief  engi- 
neer of  that  road. 

The  only  other  one  was  the  one  brought  in  1900 — a  vear  and  a  half 
after  Mr.  Martz  left  the  road. 

That  was  brought  by  the  commission  itself.  It  had  authority  to 
bring  it  of  its  own  motion.  And  in  that  case  we  only  introduced 
testimony  far  enough  to  show  the  traffic  to  be  interstate  and  to  show 
the  evidences  of  its  interstate  character  and  then  raised  the  point. 

Hon.  Moses  E.  Clapp,  one  of  the  distinguished  Senators  of  this 
country,  was  counsel  for  the  State  in  that  proceeding,  with  the  attor- 
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We  raised  the  point,  and  Mr.  Clapp  and  others  gave  opinions  to 
the  commission  that  we  were  right ;  that  the  traffic  was  interstate,  and 
that  the  State  of  Minnesota  had  nothing  to  do  with  it ;  and  that  ac- 
tictti  was  dismissed  by  the  commission  itself. 

Mr.  Baetlett.  Then  the  case  is  now,  or  has  been,  before  the  Inter- 
state Commerce  Commission? 

Mr.  Cotton.  No,  sir;  not  as  to  the  Iron  Eange  or  Missabe  roads. 
There  have  never  been  a  proceeding  brought  Itefore  the  Interstate 
Commerce  Commission  as  to  those  roads. 

.  There  was  one  brought  last  summer  or  last  spring  against  the 
Great  Northern  road,  but  the  Duluth  &  Iron  Range  and  the  Duluth, 
Missabe  &  Northern  were  not  made  parties  to  that  proceeding. 

So  that  it  truly  stands  as  the  condition  of  the  record  that,  either 
before  a  State  commission  or  the  Interstate  Commerce  Commission, 
or  any  court,  the  two  proceedings  I  mention  are  the  only  ones  ever 
brought  or  pending  involving  the  ore  rates  o:^  these  two  roads. 

Grentlemen,  I  thank  you  for  your  attention.  It  was  very  courteous 
and  gracious  of  the  committee  to  give  me  a  chance  to  show  the  utter 
falsity  of  these  charges. 

I  want  to  thank  the  chairman  for  the  privilege  accorded  me. 

As  to  the  statement  by  Mr.  Martz  that  I  instructed  him  or  anybody 
else  to  put  the  gravel  at  40  cents,  to  pad  it  to  40  cents,  or  to  put  up 
the  cost  of  earth  and  haul  to  40  cents,  or  that  I  gave  him  erroneous 
legal  advice  as  to  his  19  shares  of  stock,  and  all  those  matters,  the 
statements  are  absolutely,  unequivocally  false  in  every  particular. 
Here  is  the  record  to  prove  it.  It  does  not  rest  upon  any  man's  testi- ' 
mony.  It  is  not  a  question  of  my  testimony  or  veracity  against  that 
of  Mr.  Martz.    There  is  the  record  that  crushes  his  testimony. 

Mr.  Chairman  and  gentlemen  of  the  committee,  again  I  thank  you. 

Mr.  McGiLiiicuDDY.  I  wish  to  ask  you  a  question  about  this  table. 
I  believe  it  is  called  a  table  ? 

Mr.  Cotton.  It  is  a  table,  on  the  face  of  it. 

Mr.  McGiLLicuDDY.  It  is  a  table  showing  the  cost  of  reproducing 
as  of  May  31.  Did  Mr.  Martz  participate  in  the  making  up  of  that 
table? 

Mr.  Cotton.  He  participated  in  making  up  the  quantities  and  cost 
prices,  and  in  everything  which  went  into  that  table,  so  far  as  it  per- 
tains to  the  engineering  department. 

Mr.  MoGiLLicuDDY.  Yes. 

Mr.  Cotton.  He  did  not  participate  as  to  the  real  estate  or  as  to 
the  equipment,  or  as  to  those  items  with  reference  to  what  it  would 
cost  to  get  money  in  those  times,  but  as  to  the  usual  discoimts,  engi- 
neers' contingencies,  and  so  on,  he  did. 

Mr.  McGiLLicxJDDY.  He  states  that. 

As  I  understand  this  table,  it  makes  the  cost  of  the  road,  without 
the  items  that  you  speak  of,  $4,342,986.01.    That  is  correct? 

Mr.  Cotton.  Yes. 

Mr.  McGiLLicuDDY.  And,  as  a  matter  of  fact,  the  gra^^^el  was  put 
in  at  $192,000,  as  he  says. 

Mr.  Cotton.  On  that  estimate. 

Mr.  McGiLLiouDDY.  Yes. 
,   Mr.  Cotton.  It  was. 

Mr.  McGiLLicuDDY.  That  would  be  at  the  rate  of  40  cents  per  cubic 
yard? 
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Mr.  Cotton.  No,  no.    That  is  what  I  have  tried  to  make  clear. 

As  to  the  Hall  tract,  it  would  be  4  cents.  The  Hall  tract  had 
480,000  cubic  yards.  These  men  whose  testimony  I  have  put  in 
valued  that  at  4  cents  a  cubic  yard,  and  the  land  in  the  city  of  Du- 
luth  at  $1,200  an  acre.    That  is  that  much. 

The  Burnett  tract,  which  had  112  acres  and  more,  the  land  was 
valued  at  $10  an  acre,  and  these  five  men  valued  the  gravel  remain- 
ing in  it,  a  million  and  a  half  yards,  at  10  cents  a  yard. 

The  sum  total  of  those  two  makes  $192,863. 

Mr.  McGiLLicuDDY.  Do  you  know  how  much  of  it  was  gravel  ? 

Mr.  Cotton.  The  engineer's  estimate  at  that  time  was  a  million 
and  a  half  yards  in  the  Burnett  pit,  and  480,000  yards  of  filling  and 
gravel  in  the  Hall  tract.  Those  were  the  estimates  of  Mr.  Dresser 
and  Mr.  Martz's  engineering  crew,  and  certified  as  correct  quantities. 

Mr.  Gardner.  Out  of  this  $191,000,  how  much  was  for  gravel  and 
how  much  for  land?    . 

Mr.  Cotton.  The  first  tract  had  18^  acres,  multiplied  by  $1,200. 

Mr.  Gardner.  Have  you  ever  multiplied  it? 

Mr.  Cotton.  No,  sir. 

Mr.  Gardner.  Let  us  have  your  figures. 

Mr.  Cotton.  I  wUl  give  it  exactly ;  I  have  the  exhibit  here.  Just 
a  second.  There  were  18.77  acres  in  the  Hall  tract  in  the  city  of 
Duluth,  and  they  valued  the  land  at  $1,200  an  acre. 

Mr.  Gardner.  Yes. 

Mr.  Cotton.  It  had  480,000  cubic  yards  of  filling  and  gravel  in  .it, 
•  which  they  valued  at  4  cents  per  cubic  yard.  That  is  all  of  the  Hall 
tract. 

Mr.  Gardner.  How  much  gravel? 

Mr.  Cotton.  480,000  cubic  yards,  at  4  cents. 

Mr.  Gardner.  And  18.77  acres,  at  $1,200  an  acre  ? 

Mr.  Cotton.  Yes ;  right  in  the  heart  of  the  city  of  Duluth.  That  is 
aU  of  the  Hall. 

The  Burnett  pit,  which  was  the  only  one  Mr.  Martz  referred  to  at 
all,  which  he  said  had  40  acres,  had  112.80  acres.  That  was  valued 
at  $10  an  acre. 

Mr.  Murray.  As  land. 

Mr.  G-ardner.  $10  an  acre? 

Mr.  Cotton.  Yes ;  as  land. 

It  contained,  left,  as  remaining  in  it  yet — we  had  used  it  for  five 
years — a  million  and  a  half  cubic  yards  of  the  best  gravel  known  out- 
side of  lake  shore  gravel ;  and  these  five  men  estimated  that  gravel  at 
10  cents  a  yard. 

Mr.  Gardner.  All  right. 

Mr.  Cotton.  Now,  multiplying  those  sums,  adding  them  together, 
you  get  $192,853.    I  think  it  is  given  on  that  alleged  exhibit. 

Mr.  Gardner.  You  get  $150,000  for  gravel  in  the  Burnett  alone? 

Mr.  Cotton.  Certainly ;  $150,000  in  the  Burnett  pit  alone  for  the 
gravel,  and  $1,126  for  the  land  as  such. 

Mr.  Gardner.  But  the  whole  think  is  only  $191,000? 

Mr.  Cotton.  The  other  is  the  $41,727,  which  is  the  value  of  the  Hall 
tract  in  the  city  of  Duluth. 

Mr.  McGillicuddy.  According  to  your  figures,  the  $150,000  item 
if,  made  ud  of  40  cents  a  cubic  vard  ? 
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Mr.  Gardner.  Ten  cents  a  cubic  yard  for  a  million  and  a  half 
yards  is  $150,000.  Four  cents  a  cubic  yard  for  480,000  cubic  yards 
m  the  Hall  pit  is  $19,200.    That  makes,  for  the  gravel,  $169,200. 

Mr.  Cotton.  As  found  by  those  five  men  to  whom  I  have  referred. 

Mr.  Gardner.  And,  for  the  land  in  the  Burnett,  how  much  ? 

Mr.  Cotton.  $1,126. 

Mr.  Gardner.  $1,126,  and  for  the  18.77  acres  in  the  Hall  lots,  multi- 
plied by  $1,200? 

Mr.  Cotton.  Yes;  added  together  they  will  make  that  figure. 

Mr.  McGillicuddy.  The  total  gravel  and  land  were  estimated  the 
same  by  those  five  men  as  they  were  by  Mr.  Martz  in  this  report? 
The  total  comes  to  the  same  thing? 

Mr.  Cotton.  Why,  certainly;  yes. 

Mr.  McGillicuddy.  That  item  up  there  [indicating  on  table]  ? 

Mr.  Cotton.  Certainly.  The  engineering  department  just  took 
from  this  schedule  those  footings  and  put  them  on  there  for  con- 
venience in  case  we  should  want  to  put  the  schedule  in  later  on. 

Mr.  Bartlett.  That  is  the  result  of  which  this  is  the  detail  [indi- 
cating] ? 

Mr.  Cotton.  Yes;  made  by  these  five  real  estate  men  and 

Mr.  BartijEtt.  Was  that  made  before  this? 

Mr.  Cotton.  Certainly;  that  was  made  first. 

Mr.  Baeti.ett.  This  was  made  previous? 

Mr.  Cotton.  Yes;  and  many  similar  papers 

Mr.  Danforth.  Specifv  what  that  is. 

Mr.  Cotton.  Exhibit  08. 

Mr.  Bartlett.  That  was  made  before? 

Mr.  Cotton.  Yes :  as  well  as  a  list  of  all  the  supplies. 

Mr.  Bartlett.  Wlio  made  that — those  five  men? 

Mr.  Cotton.  Those  five  men;  those  that  I  have  named.  They 
valued  that.     Mr.  Martz  did  not  value  it.     They  testified  to  it. 

Mr.  McGillicuddy.  Mr.  Martz  put  it  into  the  report  as  it  is  there  ? 

Mr.  Cotton.  No;  some  clerk  made  it  up  for  our  convenience  in 
case  we  should  want  to  put  it  in. 

Mr.  McGillicuddy.  They  made  the  additions  and  all  that  sort  of 
thing? 

Mr.  Cotton.  Yes ;  and  the  tabulation  and  the  arrangement.  That 
is  all.  _ 

Mr. "Gardner.  That  was  something  prepared,  but  not  submitted? 

Mr.  Cotton.  Yes ;  it  was  prepared,  but  not  submitted. 

Mr.  Gardner.  And  it  was  prepared  under  Mr.  Martz's  general 
supervision  ? 

Mr.  Cotton.  Well,  Mr.  Martz,  Mr.  Dresser,  myself,  and  others. 

The  Chairman.  How  many  engineers  did  you  have  oji  that  road  ? 

Mr.  Cotton.  Mr.  Martz,  chief  engineer ;  Mr.  Dresser,  the  assistant 
chief  engineer 

TTie  Chairman.  Assistant  to  Mr.  Martz? 

Mr.  Cotton.  Yes ;  assistant  to  Mr.  Martz ;  and  the  superintendent 
of  bridges  and  buildings. 

The  Chairman.  Was  he  under  Mr.  Martz  ? 

Mr.  Cotton.  Yes. 

The  Chairman.  Mr.  Martz  was  not  a  clerk  in  the  office  then? 

'^ir.  Cotton.  Oh,  no.     He  was  the  chief  engineer. 

The  Chairman.  He  had  something  to  do  with  this? 
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Mr.  Cotton.  Yes.  He  was  consulted,  with  all  these  other  men. 
We  consiilted  freely  with  all  of  them.  We  had  only  introduced  a 
little,  bit  by  bit,  of  our  cost  of  reproduction,  until  the  case  was  dis- 
missed. 

Mr.  Bartlett.  As  I  understand,  the  part  of  his  testimony  relat- 
ing to  this  point  is  this  [reading  from  page  183S  of  the  hearing]  : 

Mr.  Gardneb.  Did  you  pad  It?. 

Mr.  CoTTQN.  It  never  was  padded. 

Mr.  Bartlett.  Wait  a  minute.    I  have  not  finished.     [Eeadiog:] 

Did  you  paid  it? 

Mr.  Mabtz.  Well,  when  we  were  looking  over  tlie  material  to  make  a  show- 
ing before  the  Railroad  and  Warehouse  Commission  the  counsel  said:  "Here 
is  a  valuable  property  in  this  gravel  pit.  This  gravel  is  worth  40  cents  a  yard 
to  us." 

Mr.  Cotton.  I  never  said  it,  nor  any  other  counsel  in  that  office. 
Those  five  men  valued  that  at  4  cents,  in  the  Hall  pit,  and  10  cents 
in  the  Burnett  pit.  And  that  statement,  like  aU  the  rest,  is  false, 
and  the  record  proves  it. 

Mr.  Bartlett.  He  repeats  that  question  at  the  bottom  of  the  page : 

Mr.  Gabdneb.  Well,  did  he  tell  you,  then,  to  charge  it  accordingly? 
Mr.  Mabtz.  Yes,  sir. 

Mr.  Cotton.  That  is  equally  false.  It  is  absurd  and  hardly  con- 
ceivable that  a  man  would  come  up  here,  13  years  after  a  transaction, 
with  a  record  absolutely  against  him  on  file  with  the  Railroad  and 
Warehouse  Commission  at  St.  Paul,  where  any  man  can  get  it,  and 
undertake  to  dig  up  such  stuff  and  say  these  things. 

Mr.  Bartlett.  Then,  on  page  1886  of  these  heariiigs,  I  read : 

Mr.  Gardner.  Was  this  a  sworn  statement? 
Mr.  Mabtz.  No,  air. 

Mr.  Cotton.  No.  It  never  went  in  evidence.  It  would  not  have 
been  sworn  to.  The  items  would  have  been  sworn  to  by  each  one  of 
the  men  that  valued  it.  For  example,  take  the  $1,600,000  value  of 
equipment.  We  had  five  or  six  men  valuing  that  equipment  and 
discounting  it.  Some  of  it  was  old  and  worn.  They  would  first 
have  sworn  to  this  equipment,  or  any  other  item,  and  then  the  table 
would  have  been  competent  afterwards,  when  all  those  items  were  in 
evidence. 

Mr.  Bartlett.  I  read  further,  from  page  1836  of  these  hearings: 

Mr.  Gabdneb.  It  was  not  sworn  to? 

Mr.  Mabtz.  No,  sir;  I  do  not  think  I  testified  to  it,  but  I  may  have  done  so. 

Mr.  Cotton.  Later  on  he  says  he  thinks  he  did. 
Mr.  Bartlett.  Another  question,  by  Mr.  Danforth: 

Were  you  called  to  testify  in  reference  to  this  statement  before  the  Minn,eBota 
Railroad  and  Warehouse  Commission? 
Mr.  Mabtz.  Yes,  sir;  I  think  I  was. 

Mr.  Danforth.  And  you  did  testify  that  it  was  correct? 
Mr.  Mabtz.  I  do  not  remember. 

That  is  a  safe  refuge  for  witnesses. 
Mr.  Cotton.  Certainly.     Always. 
Mr.  Bartlett  (reading)  : 

Mr.  Danforth.  What  did  you  testify  in  reference  to  it? 
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Mr.  Danfobth.  Did  you  testify  to  this  report  or  to  tlie  contents  of  It? 
Mr.  Maetz.  I  think  so;  I  do  not  know. 

Mr.  Cotton.  Then  he  says  he  went  to  St.  Paul  to  attend  the  hear- 
ing, and  he  never  could  find  out  what  became  of  the  bearing.  That 
suit  was  common  talk  over  the  whole  State.  It  ran  for  weeks  and 
weeks  in  the  city  of  Duluth. 

Mr.  Baktlett.  Another  question  was 

Mr.  'Ck)TirON.  I  hope  you  will  excuse  me  for  seeming  to  volunteer? 

Mr.  Bartlett.  Certainly.  I  was  not  here  when  this  testimony  was 
delivered,  and  I  know  it  only  by  having  read  it.  The  inference 
HMsght  be  drawn  that  as  chief  engineer  he  may  have  put  this  valua- 
tion of  40  cents  in,  but  that  afterwards  it  was  not  put  in  the  state- 
ment. 

Mr.  Cotton.  Oh,  no.  All  the  testimony  in  the  case  shows  that 
that  was  a  going  price  for  doing  that  work  in  1898.  If  we  had  gone 
on  with  that  case,  we  would  have  put  that  table  in,  and  would  have 
proved.it  by  a  dozen  men  other  than  Mr.  Maftz,  and  with  Mr.  Martz 
proibably ;  although  he  did  not  testiify  except  when  call'ed  by  Mr. 
Billson,  as  I  have  stated.  We  would  have  proved  all  those  unit 
prices  and  that  40  cents. 

Mr.  BAKTiiiETT.  Then  there  was  never  any  suggestion  by  counsel 
for  the  road,  or  by  yourself  or  anyone,  that  you  required  Mr.  Martz, 
in  the  report  or  in  his  evidence,  to  put  this  in  at  40  cents  a  cubic  yard  ? 

Mt".  Cotton.  No,  sir.  There  never  was  any  suggestion  whatever. 
You  team  see  that  those  railroad  engineers,  the  best  in  the  country,, 
men  like  Mr.  McHenry  and  others,  were  fixing  unit  prices  of  what 
it  cost  to  do  that  work  if  we  reconsfcruoted  these  roads  from  the 
virgin  forest.  They  swore  to  it,  as  to  the  Iron  Range,  and  said  that, 
the  same  prices  would  obtain  for  the  Missabe.  We  would  have  put 
it  in  if  Mr.  Billson  had  gone  on  with  the  case. 

The  Chairman.  Just  one  question,  right  there.  Who  did  construct, 
that  road  from  the  virgin  fOT'est? 

Mr.  Cotton.  The  main  line,  from  Stony  Brook  Junction  to  Moun- 
tain Iron,  and  the  line  running  to  Biwabik,  were  constructed  under 
construction  contracts,  the  name  given  being  Mr.  Donald  Grant,  of 
Faribault.  It  was  a  construction  syndicate,  in  which  various  gentle- 
men were  interested.  The  preliminary  survey  of  that  road  had  been 
made  before  and  made  by  Mr.  Marfaz.  If  Mr.  Martz  then  did  the 
work  as  engineer,  he  did  it  of  course  under  this  contract  with  Donald 
Grant,  who  was  one  of  the  best  railroad  constructors  this  country 
ever  produced. 

The  Chairman.  Was  Alfred  Merritt  really  the  head  of  that  con- 
struction company  that  built  that  road  ? 

Mr.  Cotton.  The  contract  ran  in  the  name  of  the  railway  company 
with  Donald  Grant.  I  have  always  understood  that  Mr.  Grant  and 
his  cousin  had  two-fifths  of  that  contract;  that  the  Chases— K.  D. 
and  A.  S.  Chase— had  one-fifth;  that  the  Foley  brothers  people  had 
one-fifth ;  and  that  Alfred  and  Leonidas  Merritt  had  one-fifth  be- 
tween them. 

The  Chairman.  Was  Alfred  Merritt,  the  president  of  the  road,  in 
actual  charge  ?  . ,         ,  ^  , , 

Mr.  Cotton.  No;  he  was  not  the  president  then.  It  would  not  be 
fair  to  Alfred  Merritt  to  say  that  he  was  the  president  of  the  com- 
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pany  at  the  time  and  sharing  in  that  construction  contract.  He  was 
not.     K.  D.  Chase  was  president  of  the  road  at  that  time. 

The  Chairman.  Who  was  in  charge  ?  Who  had  the  active  interest, 
and  who  knew  about  the  cost  of  the  construction  of  that  road  ?  Who 
became  president  of  the  road  as  soon  as  it  went  into  operation  ? 

Mr.  Cotton.  After  the  Chases  left  itj  Alfred  Merritt  became 
president  and  continued 

The  Chairman.  Had  he  any  interest  in  the  road  at  the  time  it 
was  being  constructed? 

Mr.  Cotton.  Of  my  own  knowledge  I  could  not  say.  I  have  told 
you  I  thought  that  he  and  his  brother,  Leonidas  Merritt,  had  one- 
fifth  of  that  construction  contract. 

The  Chairman.  They  would  be  apt  to  know  just  what  it  cost  to 
build  it? 

Mr.  Cotton.  They  would  know,  unquestionably.  I  have  assumed, 
in  'my  statement,  that  their  figures  are  correct— $660,000. 

Mr.  McGiLLicuDDY.  Do  I  understand  that  correctly?  Your  posi- 
tion is  that  this  table  which  Mr.  Martz,  the  engineer,  furnished  us  is 
correct  in  its  totals? 

Mr.  Cotton.  Certainly;  yes. 

Mr.  McGiLLictTDDT.  And  your  own  testimony  is  that  these  items 
that  are  stated  here  and  carried  out  in  computation  are  all  truthful 
and  correct? 

Mr.  Cotton.  Yes. 

Mr.  McGiLLicuDDY.  And  that  it  is  not  a  padded  report  at  all? 

Mr.  Cotton.  No.    True;  true;  true. 

Mr.  McGiLLicuDDT.  I  can  understand  it  if  you  only  say  it  once. 

Mr.  Cotton.  Yes;  certainly.  Pardon  me.  That  is  just  the  result 
of  my  enthusiasm. 

Mr.  McGiLLicuDDY.  I  understand.     That  is  all  right. 

You  would  have  used  this  report  as  a  true  and  correct  report  if 
the  hearing  had  been  carried  on  to  its  conclusion  ? 

Mr.  Cotton.  Yes,  sir;  and  20  or  30  or  40  witnesses  would  have 
sworn  to  it. 

Mr.  McGiLLicuDDY.  So  that  the  difference  there  is  between  you 
and  Mr.  Martz,  the  engineer,  is  that  he  said  it  is  a  padded  report  in 
certain  items,  and  you  say  it  is  truthful  ? 

Mr.  Cotton.  There  is  another  thing.  He  said  I  told  him  to  put 
the  gravel  at  40  cents,  when  part  was  put  at  40  cents  and  the  other 
part  at  10  cents.  He  says  that  I  told  him  to  put  that  40  cents  for 
earth  and  haul  in  construction,  when  that  is  the  consensus  of  opinion 
of  all  the  railroad  experts  as  to  the  cost. 

Mr.  McGiLLicuDDY.  I  understand. 

Mr.  Cotton.  That  is  the  point. 

Mr.  Bartlett.  If  it  was  ever  suggested  by  you  or  anyone  else 
that  Mr.  Martz  should  pad  it.  it  was  not  carried  out  before  the  court 
or  any  tribunal? 

Mr.  Cotton.  Xo.  It  was  never  done.  There  is  no  padding  to  it. 
The  statement  is  the  work  of  the  best  men  we  could  get  as  to  their 
honest  judgment  of  what  it  would  cost. 

Mr.  Bartlett.  There  was  no  padding  and  no  preparation  to  pad 
for  future  use? 
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Mr.  CoTTOK.  No,  sir.  I  can  not  see  why  Mr.  Martz  should  make 
such  statements,  which  he  must  know  in  his  heart  are  absolutely 
untrue. 

Mr.  Bartlett.  From  what  I  can  gather  from  the  testimony,  it  was 
rather  indefinite. 

Mr.  Cotton.  I  want  to  make  another  statement.  There  was  no 
suggestions  that  if  he  had  looked  up  his  19  shares  of  stock  he  would 
lose  his  job.  No  one  cared  about  his  19  shares  of  stock,  or  knew  any- 
thing about  it. 

Mr.  Martz  was  not  a  heavyweight.  We  always  thought  he  was  an 
honest  man.  He  was  not  a  great  engineer.  We  could  not  rely  on 
his  estimates,  and  the  operating  department,  in  the  spring  of  1899, 
superseded  him.  That  is  all  there  was  to  it.  Now  this  thing  comes 
up  13  years  later,  out  of  a  clear  sky. 

Lawyers  have  nothing  to  do  with  the  operating  department,  as  you 
all  know,  or  how  it  is  managed,  or  who  shall  take  places. 

Mr.  Gabdnee.  1  Avould  like  to  ask  3'ou  a  few  questions.  Mr. 
Martz's  report  is  only  valuable  to  us,  or  his  testimony,  as  bearing  on 
the  evidence  of  the  value  of  that  road. 

Mr.  Cotton.  Certainly. 

Mr.  Gardner.  And  one  of  the  reasons  why  it  seems  to  us  a  wrong 
valuation  was  that  the  gravel,  according  to  his  estimate,  was  charged 
at  40  cents  a  yard,  the  subsequent  witnesses  telling  us  that  that  was 
all  out  of  proportion. 

I  am  going  to  read  from  the  evidence.  On  page  1835,  Mr.  Gardner 
asks: 

Who  instructed  you  as  to  tlie  valuation  of  $192,000? 

We  are  now  speaking  of  the  gravel  values. 

Mr.  Cotton.  Certainly. 

Mr.  Gardner.  When  "l  get  to  my  questions  I  want  to  have  this 
appear  in  the  record  without  interruption. 

Mr.  CoiTON.  I  appreciate  your  point,  Mr.  Gardner. 

Mr.  Gardner  (reading)  : 

Mr.  Gardner.  Who  instructed  j'ou  to  pad  this  report?  In  the  first  place  I  ask 
you  if  this  is  your  report. 

Mr.  Martz.  It  is. 

Mr.  Gardner.  Is  it  padded? 

Mr.  Martz.  Yes,  sir. 

Mr.  Gardner.  Then  it  Is  padded? 

Mr.  Martz.  Yes,  sir. 

Mr.  Gardner.  Did  you  pad  it?  [After  a  pause.]  I  would  like  to  hare  him 
answer  my  question.  ^    .  ,  ..         ,  ,,      • 

Mr  Martz.  Well,  when  we  were  looking  over  the  material  to  make  a  showmg 
before  the  railroad  and  warehouse  commission  the  counsel  said:  "Here  Is  a 
valuable  property  in  this  gravel  pit.  That  gravel  is  worth  40  cents  a  yard 
to  us." 

That  is  what  he  says  that  the  counsel  said  to  him. 

Later  on  in  the  same  discussion,  Mr.  Beall  called  attention,  on  page 
1837,  to  the  fact  that  the  item  simply  read : 

Gravel  pits,  $192,863. 
.  Then  the  following  appears  on  page  1837,  following  that : 

Mr.  Martz.  I  think  it  was  40  cents  per  yard. 

Mr  Danfortii.  Yes,  sir;  that  gravel  pit;  that  item  of  $192,000  and  some  odd 
dollars— you  figure  that  at  40  cents  per  yard? 
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Mr.  Maetz.  Yes.  sir ;  I  believe  that  is  estimated  at  40  cents  per  yard. 
Mr.  Danfoeth.  In  the  bed? 
Mr.  Maetz.  Yes,  sir. 

I  have  read  all  that  to  show  that  the  record  stands  with  Mr.  Martz 
testifying  succinctly  that  this  was  padded,  and  that  it  was  padded 
by  a  specific  item,  to  wit,  gravel. 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  You  present,  at  this  hearing,  certain  evideoce  pre- 
pared by  five  experts  before  the  Minnesota  board  of  railroad  and 
warehouse  commission  with  regard  to  this  very  item  of  the  value 
of  that  gravel  ?    You  did  present  such  evidence  ? 

Mr.  Cotton.  In  evidence? 

Mr.  Gardner.  You  did  present  such  a  paper,  taken  from  the  rec- 
ords of  that  case,  did  you  not  ? 

Mr,  Cotton.  In  this  hearing;  to-day? 

Mr.  Gardner,  Yes. 

Mr.  Cotton.  Yes. 

Mr.  Danforth.  That  was  in  the  Brown  hearing. 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  It  was  taken  from  the  records  of  the  Brown  hear- 
ing? 

Mr.  Cotton.  Yes.  That  I  have  presented  to-day.  It  is  in  evi- 
dence here. 

Mr.  Gardner  That  record  shows  that  these  five  experts  swore  to 
the  following  statement:  That  the  gravel  in  the  Hall  pit  amounted 
to  480,000  yards,  which  they  valued  at  4  cents  per  yard,  making  the 
sum  of  $19,200  for  gravel  in  the  Hall  pit.  Also,  that  they  valued 
the  land  in  Duluth  at  $1,200  per  acre,  belonging  to  the  Hall  tract, 
which  gives  a  value  to  the  Duluth  land  of  $22,524. 

These  same  experts,  with  regard  to  the  Burnett  pit,  testified  that 
there  were  one  million  and  a  half  yards  of  gravel  therein  ? 

Mr.  Cotton.  As  given  to  them  by  the  engineers. 

Mr  Gardner.  As  given  to  them  by  the- engineers ;  and  that,  at  10 
cents  a  yard,  that  would  amount  to  $150,000.  Also,  the  real  estate 
of  the  Burnett  tract,  the  land  itself,  of  which  there  were  112.80 
acres,  they  valued  at  $10  an  acre,  making  $1,128  for  the  land  value  of 
the  Burnett  tract  ? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  Thfjse  four  sums  taken  together,  as  a  matter  of  fact, 
add  up  to  one  hundred  and  ninety-two  million  and  eight  hundred 
odd  dollars? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  And  that  is  precisely  the  same  transaction  to  which 
Mr.  ISlartz  testified? 

Mr.  Cotton.  Precisely;  that  is  right. 

Mr.  Gardner.  That  is,  so  far  as  that  is  concerned  ? 

You  are  familiar  with  all  these  transactions,  beginning  with  the 
time  when  the  Merritts  bought  wild  land,  down  to  the  time  when  the 
consolidated  iron  mines,  if  that  is  the  proper  term  for  them,  passed 
into  the  control  of  Mr.  Rockefeller  ? 

Mr.  Cotton.  May  I  interrupt  to  say  that  my  relationship  with  the 
Missabe  Road  commenced  in  May,  1893? 

Mr.  Gardner.  All  right.  I  shall  only  question  you  as  to  events 
since  that. 
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Mr.  Cotton.  I  do  not  want  to  have  anything  to  do  with  what  pre- 
ceded that,  because  I  do  not  know. 
Mr.  Gaednek.  May,  1893  ? 
Mr.  Cotton.  That  is  right. 

Mr.  Gardner.  The  events  in  regard  to  which  I  am  about  to  ask  you 
took  place  long  after  that. 

Mr.  Cotton.  From  that  date  on,  I  know. 

Mr.  Gardner.  Were  you  aware,  or  is  it  a  fact,  that  there  were 
troubles  on  the  Duluth,  Missabe  &  Northern  Railroad  with  its  work- 
men, in  consequence  of  their  not  receiving  their  pay  ? 

Mr.  Cotton.  I  do  know. 

Mr.  Gardner.  What  year  was  that? 

Mr.  Cotton.  1893.  I  had  many  lawsuits  that  summer,  and  I 
think  at  least  two  applications  for  a  receivership. 

Besides  the  construction  work  that  we  were  carrying  on,  I  had  to 
stave  off  those  lawsuits  and  those  receiverships  as  best  I  could.  I  am 
inclined  to  think  that  some  of  my  answers  would  not  have  stood  the 
test  if  they  had  been  severely  pressed ;  but  I  put  in  all  there  was  to 
keep  the  road  out  of  the  hands  of  a  receiver. 

Mr.  Gardner.  Later  on,  as  it  has  been  testified,  these  troubles  of 
the  Diiluth,  Missabe  &  Northern  Railroad  were  relieved  by  money 
loaned  by  parties  in  New  York  in  return  for  collateral.  Did  you 
ever  hear  of  that? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  Did  you  hear  that  the  colateral  was  that  of  the 
Duluth,  Missabe  &  Northern  or  the  collateral  of  the  Consolidated 
iron  mines,  or  can  you  say? 

Mr.  Cotton.  I  know  that  we  had  left,  T  think,  exactly  $200,000  par 
value  of  the  bonds  known  as  the  Consolidated  mortgage  of  the 
railway. 

Mr.  Gardner.  That  had  nothing  to  do  with  the  Consolidated 
mines  ? 

Mr.  Cotton.  That  had  nothing  to  do  with  the  Lake  Stiperior  Con- 
solidated iron  mines,  the  New  Jersey  corporation.  We  sold  those 
bonds  and  used  that  money  to  pay  our  debts.  That  was  in  a  time 
of  panic;  contractors  were  on  our  backs;  laboring  men  were  or  our 
backs ;  material  men  were  on  our  backs ;  and  we  were  busy  day  and 
night  at  that  time  with  our  time  checks- 

Mr.  Gardner.  You  have  answered  the  question  far  enough  for  my 
purpose. 

Mr.  Cotton.  Then  they  borrowed  money  on  other  securities. 

Mr.  Gardner.  What  I  want  to  know  is  this:  What  got  the  Duluth, 
Missajbe  &  Northern  into  this  trouble?  Is  it  not  true  that  they  had 
been  promised  by  some  parties  certain  funds,  on  the  strength  of 
which  they  extended? 

Mr.  Cotton.  Will  you  let  me  answer  that  m  my  own  way,  or  do 
you  want  me  to  answer  it  yes  or  no? 

Mr.  Gardner.  T  think  you  should  be  allowed  to  answer  it  m  your 
own  way,  provided  you  do  answer  the  question. 

Mr.  Cotton.  Yes ;  I  shall  answer  the  question  m  accordance  with 

Mr.  Gardner.  I  shall  remember  the  question  arid  shall  press  it  if 
your  answer  seems  not  sufficiently  positive. 
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Mr.  Cotton.  You  must  remember  the  main  line  to  Mountain  Iron 
was  opened  for  operation  about  1892.  They  made  an  agreement  with 
the  Duluth  &  Winnipeg  Kailroad  Co.,  with  its  dock  over  in  Superior, 
which  ran  up  to  the  river  near  Stony  Brook  Junction,  and  the  Di,  M. 
&  N.  crossing  the  river,  whereby  they  had  this  haul  proviiJed  for 
on  the  Mesabi  Range,  on  the  D.,  M.  &  K.  on  its  main  line  to  Stony 
Brook  Junction,  and  then  over  to  Winnipeg  to  the  ore  docks  in 
Superior. 

That  was  an  arrangement  whereby  they  divided  on  a  mileage  basis 
the  80  cents. 

That  contract  could  be  terminated  by  the  Duluth,  Missabe  &  North- 
ern Eailway  Co.,  but  not  by  the  other  side.  It  was  a  one-sided  con- 
tract. 

Mr.  Chase  and  the  other  gentlemen,  Foley  brothers  and  Guthrie, 
or  whoever  it  was,  and  the  Grants  and  the  Chases,  wanted  to  con- 
tinue that  contract.  Other  gentlemen  in  the  company  wanted  to 
make  a  new  deal  and  build  into  Duluth.  They  were  patriotic  to 
Duluth,  and  wanted  to  have  their  ore  doclis  there.  Among  those 
gentlemen  were  Mr.  A.  D.  Thomson  and  Capt.  Alexander  McDougal. 
They  were  heavily  interested,  as  I  understand  it,  in  what  was  known 
as  the  American  Steel  Barge  Co.,  which  had  a  fleet  of  vessels  on  the 
Great  Lakes,  known  as  the  whalebacks,  Capt.  McDougal's  invention. 

They  had  a  syndicate  of  gentlemen  in  that  company  headed  by 
Colgate  Hoyt  and  Charles  L.  Colby,  and  others,  and  among  their 
officers  was  Mr.  Charles  W.  Wetmore,  who,  I  think,  was  then  secre- 
tary of  the  company  or  vice  president  and  general  counsel. 

Mr.  McDougal  and  Mr.  Thomson  were  interested  heavily  in  that 
company,  and  they  wanted  to  get  traffic  for  their  vessel  line  on  the 
Great  Lakes.  So  thej^,  in  conjunction  with  the  Messrs.  Merritt  and 
their  associates  and  friends,  made  a  deal,  and  that  deal  was  that  the 
railway  company  agreed  to  put  a  new  mortgage  on  the  railroad) 

Mr.  Gakdnee.  On  the  Duluth,  Missabe  &  Northern  Railroad? 

Mr.  Cotton,  Yes. 

Mr.  Gahdnee.  Just  name  the  roads,  so  that  the  record  will  not  get 
mixed  up. 

Mr.  Cotton.  Certainly. 

There  had  been  a  mortgage  on  the  Duluth,  Missabe  &  Northern 
covering  what  was  known  as  the  first  division^  which  was  the  main 
line  from  Stony  Brook  Junction  to  Mountain  Iron  and  on  the  branch 
to  Biwabik.  The  deal  was  that  they  were  to  put  on  another  mort- 
gage covering  the  whole  property  to  be  called  the  consolidated 
mortgage. 

Mr.  Wetmore,  on  behalf  of  his  friends  in  the  American .  Steel 
Barge  Ca,  in  order  to  get  the  traffic  down  the  Lakes  of  thJis  ore, 
agreed  to  enter  into  a  contract  with  the  railroad  company  that  he 
would  take  $2,000,000  of  bonds  of  this  second  mortgage  in.  effect, 
and  two- thirds  of  a  million  of  its  stock,  and  give  $1,60O,O€0'  cash 
therefor,  to  be  paid  at  various  times  during  the  summer  of  the  year 
1893. 

Mr.  Gabdneb.  Who  were  the  parties  that  were  to  contribute  this 
money  ? 

Mr.  Cotton.  Mr.  Wetmore  was  named  alone  in  the  paper  as  the 
man  who  undertook  that  syndicate  deal,  and  his  was  the  o»^'  sifpaa- 
ture  to  it.    I  never  knew  who  his  associates  were.    I  knew  after- 
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wards  thai'  Colgate  Hoyt,  Mr.  Colby,  and  others — John  D.  Rocke- 
feller^— took  the  bonds  from  him.  That  I  knew,  or  found  out  later, 
after  I  became  connected  with  the  railroad. 

Mr.  GaHDNBR.  On  the  face  of  the  contract  the  sole  name  is  that  of 
Mr.  Wetmore? 

Mr.  Cotton.  The  sole  name  is  that  of  Charles  W.  Wetmore. 

The  Chases  and  the  Grants  were  opposed  to  making  that  contract. 
Tliey  did  not  want  to  build  into  Duluth> 

Mr.  Gakdneb.  Who  are  they? 

Mr.  Cotton.  K.  D.  Chase  lives  in  Fairbault.  He  is  a  banker  there, 
I  believe.  His  brother,  A.  S.  Chase,  used  to  be  in  Duluth,  and  built 
the  first  street  railway  in  Duluth. 

Mr.  Gabdner.  Were  thes;^  interested  in  the  road  ? 

Mr.  Cotton.  They  were  interested  in  the  road  and  in  the  mines. 

Mr.  Gardner.  They  were  stockholders  in  the  Duluth  &  Iron 
Range  ? 

Mr.  Cotton.  They  were  stockholders  in  the  D.  M.  &  N. 

Mr.  Gardner.  In  the  Duluth,  Missabe  &  Northern  ? 

Mr.  Cotton.  Yes;  and  stocMiolders  in  the  mining  companies. 

K.  D.  Chase  was  president  of  the  company,  I  think. 

Mr.  Gardner.  And  Mr.  Grant? 

Mr.  Cotton.  He  was  a  stockholder  in  the  road. 

Mr.  Gardner.  Now,  proceed. 

Mr.  Cotton.  That  Grant-Chase  side,  I  think,  had  four  directors 
and  the  Messrs.  Merritt  had  five.  It  was  a  question  which  could 
control,  and  they  got  into  a  dispute  right  away  as  to  the  advisability 
of  making  that  contract.  The  Chases  wanted  to  hang  onto  what 
they  had.  The  other  gentlemen  wanted  to  build  into  Duluth*  So, 
to  make  sure  that  they  would  carry  the  day  at  the  annual  meeting  in 
February,  1893,  which  I  have  found  from  searching  the  records — I  was 
not  connected  with  the  company  until  later,  you  understand — in  the 
annual  meeting  of  February,  1893,  in.  order  to  make  sure  that  they 
would  vbte  that  contract  to  Mr.  Wetmore,  A.  D.  Thomson,  inter- 
ested in  the  barge  company,  to  get  that  Conttaet  bought  $400^000 
worth  of  par  value  stock  of  the  railway  company  and  paid  par  for 
it,  $400,000. 

Mr.  Gardner.  Treasury  stock? 

Mr.  Cotton.  Treasury  stock.-  It  was  voted  by  the  board  of  di- 
rectors. 

So  that,  with  that  stock  and  the  Messrs.  Merritt's  stock,  they  did 
control  and  tkey  did  vote  that  contract,  although  there  was  a  suit 
brought 

Mar.  GaUdner.  One  ntoment.  This  sale  of  treasury  stock  to  Mr. 
Thomson  was  voted  by  the  board  of  directot^s^  of  which  you  said 
that  five  agreed  with  the  Merritts  and  four  agreed  with  the  ChaSfis? 

Mt.  Cotton.  I  do  not  know  how  the3f  dividedi 

Mr.  Gardner.  A  majority  agreed  with  the  Mertifts? 

Mr.  Cotton.  Yes. 

Mr.  GAREtNEBi  That  same  board  voted  this  issue  of  treasufy  stock, 
the  sale  of  this  issue? 

Mr.  Cotton.  Yes;  so  as  to  be  sure  to  control  tliat  meetkig  and 
make  the  contract  with  Mr.  Wetmol:e. 

Mr.  Gardner.  We  see  the  reason.    Go  ahead  with  the  fa«*e. 
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Mr.  Cotton.  The  K.  D.  Chase  people  and  the  Grants  brought  suit 
in  the  United  States  court  in  the  State  of  Minnesota,  I  believe^ 
Brown  against  the  Duluth,  Missabe  &  Northern,  to  prevent  the  mak- 
ing of  that  contract,  and  an  injunction  was  asked  for.  I  have  not 
thought  of  this  for  years.  An  injunction  was  asked  for;  but,  on 
the  hearing  of  that  injunction,  the  court  denied  the  temporary  in- 
junction, and  the  annual  meeting  was  held,  and  the  contract,  with 
Mr.  Wetmore  was  ratified  and  affirmed  and  made. 

Mr.  Gardneb.  These  4,000  shares  being  voted  in  favor  of  the  con- 
tract? 

Mr.  Cotton.  Yes,  sir.  The  stock  was  issued  in  the  name  of  A.  D. 
Thomson,  who  paid  the  money  with  the  understanding  that  he  was 
to  be  reimbursed  by  the  American  Steel  Barge  Co.,  and  who  was,  I 
have  been  told  repeatedly  in  years  past 

Mr.  Gaedner.  You  can  not  testify  from  your  own  knowledge 
about  that? 

Mr.  Cotton.  No,  sir;  I  do  not  know. 

Mr.  Gardner.  Proceed. 

Mr.  Cotton.  Immediately  after  that  contract  was  made  with  Mr. 
Wetmore  they  started  to  build  into  Duluth.  They  made  a  prelimi- 
nary survey  to  get  into  Duluth.  They  had  been  picking  up  very 
valuable  dockage  property  in  the  city.  They  were  ambitious  to 
come  to  Duluth,  and  rightly  so ;  they  were'  laudable  Minnesotans. 
They  started  to  build  the  Duluth  extension  into  Duluth  from  Co- 
lumbia Junction,  and  then  they  started  to  build  the  Superior  branch 
extension  from  Wolf  to  Hibbing,  and  they  started  to  build  the 
approach  to  the  new  ore  dock  at  Duluth  and  the  ore  dock;  and  we 
got  fairly  going,  and  the  money  came  along  from  Mr.  Wetmore 
under  his  contract  for  a  long  time,  as  agreed. 

That  brings  it  up  to  my  connection.  Early  in  May,  when  these 
contracts  were  about  to  be  made,  after  the  preliminaries,  I  was  ap- 
pointed by  Alfred  Merritt  as  the  local  counsel  of  the  railway  com- 
pany. Mr.  Charles  W.  Wetmore  was  appointed  its  general  counsel 
in  New  York.  Mr.  Herbert  L.  Satterlee  was  appointed  attorney  in 
New  York — all  by  one  circular,  announcing  the  appointments,  in 

I  immediately  got  on  the  job.  We  had  all  these  rights  of  way  to 
acquire,  all  these  construction  contracts  to  make. 

We  ran  along  beautifully  with  our  work  until  the  panic  came  on 
with  severity.  When  it  did  we  did  not  get  the  money,  and  the  net 
result  was  contractors  could  not  pay  their  bills,  and  we  had  a  merry 
time  of  it. 

Mr.  Gardner.  Mr.  Wetmore  did  cease  to  furnish  you  that  money, 
or  what  was  the  trouble  ? 

Mr.  Cotton.  Mr.  Wetmore,  somehow,  in  the  end,  got  the 
$1,600,000  together  and  paid  the  company.  He  was  pressed  from 
time  to  time,  and  did  not  make  the  payments  promptly.  ■ ' 

Jfr.  Gardner.  But,  in  the  end,  he  did? 

Mr.  Cotton.  In  the  end,  somehow,  he  came  through  with  the 
money.  : 

Mr.  Gardner.  What  do  you  mean  by  '*  in  the  end  "—after  the  con- 
tract had  passed  to  Mr.  Eockefeller? 

Mr.  Cotton.  No;  before.  •-  . 

Mr.  Gardner.  How  long  before  ? 
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Mr.  Cotton.  That  summer  we  had  all  the  money — 1893. 

Mr.  Gardner.  What  do  you  know  about  when,  in  the  end,  he 
finally  raised  the  money  and  paid  it? 

Mr.  Cotton.  I  could  not  say  that.  You  are  asking  me  about  things 
that  occurred  many  years  ago. 

Mr.  Gardner.  It  is  very  material  as  to  the  date. 

Mr.  Cotton.  It  was  in  the  summer  of  1893,  some  time. 

Mr.  Gardner.  You  are  sure  of  that? 

Mr.  Cotton.  It  was  some  time  in  the  summer  of  1893  that  he  got 
through  with  that  contract.  Mr.  Eockefeller  did  not  take  posses- 
sion through  his  agents,  or  the  control  of  the  railroad,  until  Febru- 
ary 6, 1894r^six  months  later. 

Mr.  Gardner.  But  the  time  that  the  Duluth,  Missabe  &  Northern 
was  having  trouble  with  their  workmen  and  their  contractors  was 
before  Mr.  Wetmore  had  made  good  the  money  which  he  had  con- 
tracted to  pay  ? 

Mr.  Cotton.  I  will  answer  it  and  tell  you  why.  We  cut  off  more 
than  we  expected  to. 

Mr.  Gardner.  What  do  you  mean  by  the  expression  "  cut  off  "  ? 

Mr.  Cotton.  It  cost  more  to  build  the  Duluth  extension,  the  ore 
docks,  and  the  Superior  branch 

Mr.  Gardner.  You  mean  that  you  laid  out. a  greater  expense  than 
you  expected? 

Mr.  Cotton.  Yes;  so  much  so  that,,  even  with  Mr.  Wetmore's 
money  paid  in,  still  in  August,  1893,  we  owed,  outside  of  that  money, 
one  million  seven  hundred  thousand  and  odd  dollars  in  floating  debts. 

Mr.  Gardner.  How  much  did  Mr.  Wetmore  at  that  time  owe  you  . 
to  complete  his  contract  ? 

Mr.  Cotton.  I  do  not  believe  he  owed  anything;  not  a  dollar  on 
his  contract,  at  that  time.  It  was  all  paid  up.  If  it  was  anything, 
it  was  not  over  a  hundred  thousand  dollars  or  two  hundred  thousand 
dollars.    My  recollection  is  that  it  was  all  paid  up  by  that  time. 

It  had  cost  us  that  much  more  money  than  we  figured  on.  That  is 
one  of  the  things  that  I  have  always  thought  Mr,  Martz  was  to  blame 
for.  His  estimates  of  cost  did  not  pan  out.  They  never  did.  He  was 
a  good  fellow,  but 

Mr.  Gardner.  We  have  got  to  the  point  of  the  story  where  you  have 
answered  in  the  affirmative,  with  an  explanation  attached,  my  ques- 
tion as  to  whether  or  not  certain  agreements  to  furnish  money  were 
not  fulfilled  at  the  time  that  they  were  due. 

Mr.  Cotton.  Sometimes  Wetmore  could  not  pay  when  they  were 
due,  but  later  on,  within  a  month  or  so,  he  would  get  the  money  in 
some  way. 

Mr.  Gardner.  Were  his  payments,  as  due,  ever  delayed  longer  than 
ope  month? 

Mr.  Cotton.  I  should  say  certainly  not  longer  than  two  months; 
probably  not  longer  than  one  month. 

Mr.  Merritt  was  here  in  New  York,  and  they  were  working  like 
everyone  else,  of  course,  to  get  money.  They  were  doing  all  they 
could.  Mr.  Leonidas  Merritt  was  doing  all  he  could,  as  I  under- 
stood, to  help  Mr.  Wetmore  carry  out  the  contract. 

Mr.  Gardner.  Did  you  understand  it  to  be  the  fact  that  the  money 
that  Leonidas  Merritt  borrowed  in  New  York  he  furnished  to  Mr. 
Wetmore  to  enable  Mr.  Wetmore  to  carry  out  his  contract? 


2260  UNITED   STATES   STEEL   COEPORATION. 

Mr.  Cotton.  I  do  not  know  anjdihing  about  the  relationships  be- 
tween Mr.  Wetmore  and  Mr.  Leonidas  Merritt. 

Mr.  Gakdneb.  But  the  payments  came  in  Mr.  Wetmore's  name, 
with  which  these  contractors  and  workmen  were  satisfied  ? 

Mr.  Cotton.  Yes.  We  knew  only  Charles  W.  Wetmore  under  that 
contract.  He  agreed  to  furnish  the  money,  $1,600,000.  He  had 
difficulties  in  that  panic.  He  did,  after  a  while,  get  through,  and  get 
the  money  paid  over.  Mr.  Merritt  was  here,  as  I  understood  it,  and 
helped  him  do  it.    Whether  they 

The  Chairman.  Where  do  you  mean  by  "  here  "  ?  Was  he  in 
Duiuth,  or  where  ? 

Mr.  Cotton.  I  mean  in  New  York.  We  in  Duiuth  knew  nothing 
about  it. 

Mr.  Gairdnek.  In  regard  to  this  line  of  whaleback  barges,  as  you 
call  them,  on  the  Lakes,  liow  big  a  concern  was  that? 

Mr.  Cotton.  It  had  a  capitalization  of  several  millipn  dollars, 
paid  in.     How  much  I  could  not  say. 

Mr.  Gardner.  Several  million  dollars  paid  in  in  cash  ? 

Mr.  CoiTON.  Yes ;  undoubtedly.     They  built  their  own  boats. 

Mr.  Gardner.  Do  you  suppose  that  John  D.  Rockefeller  was  a 
large  stockholder  in  the  line  of  barges? 

Mr.  Cotton.  I  have  understood  he  was  a  stockholder.  To  what 
extent,  I  never  knew. 

Mr.  Gardner.  Did  you  in  Duiuth  suppose  that  when  Mr.  Wetmore 
was  speaking  he  had  Kockefeller  capital  behind  him? 

Mr.  Con'ON.  No ;  not  in  that  sense.  We  understood  that  Mr.  Wet- 
more's syndicate  was  the  barge  company  crowd  of  fellows. 

Mr.  Gardner.  Whom  did  you  understand  by  "  the  barge  Cqmpany 
crowd  of  fellows  "  ? 

Mr.  Cotton.  There  was  Colgate  Hoyt.  Charles  Colby,  the  Hark- 
nesses,  ]\Ir.  Abbott,  of  Boston,  and  Rockefeller,  too. 

Mr.  Gardner.  What  Mr.  Abbott,  of  Boston? 

Mr.  Cotton.  Mr.  Edwin  A.  Abbott.  He  formerly  lived  at  Mil- 
waukee. The  old  Penokee  &  Gogebic  crowd  of  fellows  in  the  orig- 
inal iron  business  were  the  crowd,  and  Rockefeller  was  in  the  synm- 
cate,  as  I  understood  it. 

Mr.  Gardner.  Was  it  not  currently  reported,  as  a  reason  for  mak- 
ing this  contract  and  as  a  reason  to  induce  you  to  think  it  would  be 
(•arried  out,  that  Rockefeller  was  behind  it  ? 

Mr.  Cotton.  I  will  answer  tliat  in  this  way :  I  had  nothing  to  do 
with  that  whatever.  I  came  with  the  road  in  May,  1893.  All  this 
preceded  me. 

Mr.  Gardner.  Was  not  all  this  a  matter  of  common  knowledge  in 
Duiuth?  ® 

Mr.  CoTPON.  I  can  only  give  you  the  echoes  of  that.  I  have  no 
doubt  in  the  world  that  those  gentlemen  considered  that  one  of  the 
people  subscribing  to  Mr.  Wetmore's  bonds  was  Mr.  Rockefeller  and 
that  they  unquestionably  had  a  right  to  expect  moral  assistance,  if  not 
financial  assistance,  from  that  direction.    I  have  no  doubt  of  that. 

Mr.  Wetmore  was  the  man  legally  respoaisible  to  the  railway  com- 
pany.   We  did  not  know  where  he  placed  the  bonds. 

Mr.  Gardner.  Mr.  Cotton,  there  must  have  been  a  great  many 
other  concerns  in  the  West  which  got  into  difficulty  in  the  panic  and 
hard  times  of  18&3,  were  there  not? 


■UNITED   STATES   STEEL   OOEPORATION.  2261 

Mr.  Cotton.  Undoubtedly;  yes,  sir. 

Mr.  Gakdkee.  And  a  great  number  of  them  were  operating  and  had 
been  extended  on  caipital  borrowed  in  New  York  and  Boston? 

Mr.  Cotton.  It  is  true,  very  largely — to  a  very  great  extent. 

Mr.  Gardner.  From  your  reooilection,  when  these  concerns  found 
themselves  unable  to  pay  their  debts,  when  those  in  Duluth  and  in  the 
West  who  had  pledged  their  securities  for  money  to  carry  on  these 
concerns  found  themselves  unable  to  pay  their  interest  or  to  meet 
their  notes  at  maturity,  was  it  your  observation  that  eastern  capital- 
ists were  anxious  to  get  the  properties,  as  a  rule ;  or  did  they,  as  a 
rule,  try  to  keep  the  western  borrowers  on,  as  far  as  possible,  making 
temporary  arrangements  and  doing  the  best  they  couM  to  get  them- 
selves out  of  the  scrape? 

Mr.  Cotton.  I  will  answer  that  by  saying  that  I  was  not  personally 
in  New  York  until  in  December,  1893.  I  can  not  say,  except  what 
was  the  general  belief,  the  general  notion,  at  the  time. 

People  who  were  loaning  money  at  that  time,  whether  from  New 
York  or  elsewhere,  wanted  to  keep  the  industries  going — ^they  did 
not  want  to  destroy  them — and  in  many  cases  extended  the  loans. 

Mr.  Gardner.  Was  not  just  about  the  last  thing  any  eastern  capi- 
talist wanted  at  that  time — to  take  the  property  ? 

Mr.  Cotton.  Yes.    He  wanted  money. 

Mr,  Gardner.  But  he  would  rather  postpone  the  receipt  of  that 
money  than  be  burdened  with  the  management  of  a  property  when 
everything  was  in  such  confusion? 

Mr.  Cotton.  I  could  only  answer  that  in  a  most  general  way.  I 
knoAV  a  great  many  men  did  not  want  the  property,  whether  they  were 
western  men  or  eastern  men.  They  wanted  their  money,  or  else  they 
wanted  their  money  secured  so  that  they  knew  that  some  time,  with 
the  upturn  in  the  iron  business  and  in  general  business  of  the 
country,  they  were  going  to  get  their  money. 

We  were  right  in  the  depths  of  a  very  severe  panic  in  this  country, 
and  the  iron  business  was  at  low  ebb,  with  the  Missabe  an  unknown 
factor  in  the  known  iron  world.  The  Missabe  ore  had  been  previ- 
ously condemned.  It  was  said  that  we  could  not  use  to  exceed  20 
or  25  per  cent  of  it.    It  was  a  new  thing. 

Mr.  Gardner.  I  quite  understand  the  great  difficulty  of  borrowing 
money  on  property  like  that  in  the  East,  or  in  selling  the  shares  at 
any  price  at  all,  whether  or  not  there  was  a  conspiracy  to  lower  its 
value. 

Mr.  Cotton.  Certainly. 

Mr.  Gardner.  What  I  am  tryii^g  to  get  in  my  head  in  all  this 
matter  is  this:  Whether  the  case"  of  the  Duluth,  Missabe  &  Nortliern 
and  the  Consolidated  Iron  Co.'s  differed  from  the  ordinary  case 
with  which  I  was  very  familiar,  being  in  business  at  the  time, 
in  which  men  came  with  their  properties  to  New  York,  western  men, 
enthusiastic,  optimistic,  and  borrowed  money,  if  they  could,  in  New 
York,  if  not,  in  Boston,  money  invested  by  capitalists  in  those 
cities,  with  Ihe  expectation  of  a  great  return  or  a  total  loss;  in  other 
words,  " talking  a  flyer";  or  whether  this  case  differed  in  this  re- 
spect: That,  instead  of  the  Merritts  and  other  optimists — for  I  call 
them  optimists— coming  to  New  York  of  their  own  free  will  and 
accord  with  a  desire  to  extend  and  borrow  eastern  capital,  no  matter 
what  the  tenns,  whether  any  persons  in  New  York,  througli  their 
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western  connections,  made  a  deliberate  eflFort  to  attract  the  Merritts 
to  New  York,  made  an  effort  to  get  them  to  extend  their  property, 
knowing  full  well  that,  sooner  or  later,  they  must  find  themselves 
over  extended? 

Mr.  Cotton.  There  was  nothing  of  that  Irind,  in  my  opinion. 

The  Chaieman.  "Will  you  permit  me  to  suggest,  Mr.  Gardner,  that 
it  is  noAV  after  1  o'clock,  and  if  it  is  agreeable  to  you,  it  might  be 
well  to  take  our  recess  at  this  point? 

Mr.  Gaednee.  That  was  really  the  last  question  I  had. 

The  Chapman.  I  have  been  much  interested  in  your  questions, 
and  you  can  resume  them  at  the  afternoon  session. 

(Whereupon,  at  1.10  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m.) 

(The  telegram  referred  to  at  the  beginning  of  this  session  follows:) 

DuLUTH,  Minn.,  November  25,  1911. 
Hon.  Attqusxus  O.  Stanley, 

Chairman  Committee  on  Investigation  United  States 

Steel  Corporation,  Washington,  D.  O.t 

My  attention  has  been  called  to  the  Associated  Press  reports  of  the  recent 
testimony  of  one  C.  H.  JInrtz  before  your  honorable  committee.  In  the  interest 
of  Justice  I  hereby  notify  you  that  any  statement  by  said  Martz  before  your 
committee  that  either  Mr.  George  Welwood  Murray  or  I  ever  requested  or 
advised  or  required  Martz  to  pad  or  increase  the  valuations  or  estimates  of  cost 
or  cost  of  reproduction  of  the  Duluth,  Missabe  &  Northern  Railroad  to  any 
extent  or  in  any  particular  whatever  is  nn  unqualified  and  malicious  falsehood. 
Permit  me  to  add :  1.  Martz  was  the  chief  engineer  of  the  Missabe  Railroad 
until  in  April,  1899,  when  he  was  removed  by  the  management  for  incompetency. 
Mr.  H.  L.  Dresser,  with  the  company  from  November,  1892,  as  assistant  chief 
engineer  and  who  had  done  practically  all  of  the  work,  was  thereupon  appointed 
chief  engineer,  which  position  he  still  holds.  2.  Only  two  proceedings  were  ever 
instituted,  attacking  the  ore  rates  of  the  Missabe  and  Duluth  &  Iron  Range 
Railroads,  and  these  were  brought  before  the  Minnesota  railroad  commission. 
The  first  was  commenced  April  25,  1898,  by  Mr.  John  G.  Brown  and  others. 
These  complainants  were  mine  owners  on  the  line  of  the  Iron  Range  Railroad 
and  the  principal  attack  was  against  that  railroad,  although  any  order  made 
as  to  it  would  equally  have  affected  the  Missabe.  The  action  was  commenced  by 
Billson,  Congdon  &  Dickinson,  of  Duluth,  unquestionably  among  the  foremost 
lawyers  of  the  country.  The  Iron  Range  Railroad  was  i-epresented  by  Mr. 
Joseph  H.  Chandler,  of  Chicago,  and  by  Hon.  Frank  B.  Kellogg,  of  St.  Paul. 
The  Jlissabe  Railroad  was  represented  by  Mr.  George  Welwood  Murray  and 
myself,  ^'oluminous  testimony  was  taken  at  Duluth,  St.  Paul,  Cleveland, 
Chicago,  and  elsewhere.  The  complainants  employed  and  used  competent  and 
experienced  railroad  engineers,  real  estate  and  other  experts.  In  addition  to 
their  regular  engineering  departments,  both  railroads  employed  outside  railroad 
engineers,  real  estate  and  other  experts,  and  had  other  competent  witnesses. 

One  of  the  principal  questions  involved  was  the  cost  of  reproducing  the  rail- 
roads, docks,  rolling  stock,  and  equipment  as  of  the  time  of  the  suit,  not  their 
original  cost.  The  estimates  of  costs  of  reproduction  of  the  Missabe  were  pre- 
pared by  said  Dresser  and  concurred  in  by  said  Martz,  and  supporting  these 
estimates  the  Missabe  had  as  expert  witnesses  such  well-known  and  able  rail- 
road engineers  as  Mr.  E.  H.  McHenry,  then  chief  engineer  of  the  Northern 
Pacific  Railway ;  Mr.  C.  J.  A.  Morris,  of  St.  Paul,  formerly  chief  engineer  of 
the  old  St.  Paul  &  Duluth  Railroad;  Mr.  Robert  A.  Tweedy,  then  chief  eugl 
neer  of  the  Wisconsin  Central  Railroad,  and  others.  The  valuations  of  the 
rights  of  way,  real  estate  in  cities,  gravel  pits,  etc.,  were  determined  by  these 
railroad  engineers  and  bj-  competent  real  estate  experts  of  Duluth,  all  now 
available.  After  a  hearing  lasting  nearly  all  summer  the  case  was  voluntarily 
dismissed  by  the  complainants  November  26,  1898.  3.  The  only  other  proceed- 
ing ever  commenced  against  the  Missabe  and  Iron  Range  Railroads  for  reduc- 
tion of  ore  rates  was  brought  by  the  Minnesota  railroad  commission  in  1900. 
In  that  case  the  Eastern  Minnesota  Railroad,  now  a  part  of  the  Great  North- 
em,  intervened.    Our  sole  contention  there  was  that  the  ore  traflBc  was  wholly 
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interstate  and  after  a  final  hearing  upon  that  point  only,  the  Minnesota  com- 
mission held,  after  obtaining  the  advice  of  eminent  counsel  for  the  State,  in^ 
eluding  the  Hon.  Moses  E.  Clapp,  that  It  had  no  jurisdiction,  the  traffic  being 
without  question  interstate.  4.  While  it  is  apparent  that  substantially  none 
of  this  week's  tesimony  has  any  relevancy  to  the  real  question  before  your 
committee,  I  must  Insist  that  the  record  of  the  proceedings  be  corrected  in 
accordance  with  the  facts,  to  the  end  that  the  falsity  of  the  Martz  testimony 
shall  not  stand  unchallenged.  I  can  not  believe  that  you  would  willingly  or 
knowingly  do  injustice  to  any  one  or  suffer  the  same  to  be  done.  I  regret  ex- 
ceedingly that  while  you  were  in  Duluth  last  summer  and  had  Martz  come 
from  western  Minnesota  you  did  not  take  sufficient  time  to  get  the  truth,  and 
the  whole  truth  which  was  easily  obtainable  instead  of  giving  credence  to  the 
statement  of  a  disgruntled  discharged  employee,  obviously  seeking  cheap  noto- 
riety. You  will  agree  with  me  I  am  sure  that  official  position  does  not  clothe 
any-  one  with  authority  or  right  to  bring  about  or  be  the  cause  of  injustice  or 
wrong  to  any  citizen.  Please  file  this  telegram  with  your  committee  and  If 
further  testimony  is  taken  and  the  Martz  testimony  is  not  stricken  out  or  cor- 
rected, I  demand  an  opportunity  to  show  its  utter  falsity.  I  am  handing  the 
Associated  Press  a  copy  of  this  telegram. 

Joseph  B.  Cotton. 
1.41  p.  m. 


November  25,  1911. 
Mr.  Joseph  B.  Cotton, 

Duluth,  Minn. 

Mt  Dear  Sir:  Your  telegram  of  recent  date  to  hand.  T  exceedingly  regret 
that  I  am  not  permitted  to  place  it  upon  the  record  of  this  committee,  which 
contains  only  the  sworn  testimony  of  the  witnesses. 

No  injustice  will  be  done  in  this  matter,  and  as  you  indicate  a  desire  to  appear 
and  make  a  full  statement  under  oath  this  committee  will  be  pleased  to  hear 
you.  The  chairman  desires  to  ascertain  only  the  simple  truth  and  exceedingly 
regrets  that  during  his  sojourn  in  Minnesota  he  was  not  cognizant  of  the  ex- 
istence of  Mr.  Cotton  nor  was  he  advised  that  he  desired  to  tell  the  truth  about 
the  matter. 

Mr.  Martz  was  an  unwilling  witness  before  this  committee  and  came  only 
when  advised  he  had  no  discretion  as  to  whether  or  not  he,  would  obey  its 
process.  His  testimony  will  not  be  stricken  out  of  the  record  nor  will  It  be 
revised  or  expurgated  in  any  way  without  his  full  consent. 

If  you  care  to  controvert  the  statement  made  by  this  witness  you  will  be 
given  an  opportunity  to  do  so.  Upon  the  reconvening  of  the  committee  I  will 
advise  you  of  the  time  it  suits  its  convenience  to  hear  you. 

Very  truly,  yours,  D. 

AFTER  RECESS. 

The  committee  met,  pursuant  to  the  taking  of  recess,  at  2.30  o'clock 
p.  m.,  Hon.  Augustus  O.  Stanley  (chairman)  presiding. 

TESTIMONY  OF  MK.  J.  B.  COTTON— Continued. 

The  Chairman.  Mr.  Cotton,  Mr.  Martz  has  testified  with  refer- 
ence to  suggestions  to  him  as  to  the  making  out  of  a  report  which 
was  to  be  used  before  this  railroad  and  warehouse  commission  of 
Minnesota.  Had  Martz  any  personal  interest  in  making  to  this 
commission  a  statement  that  was  not  correct? 

Mr.  Cotton.  Not  that  I  know  of.    He  could  not  have  had  any. 

The  Chairman.  Would  it  have  increased  Martz's  personal  fortune 
in  any  way? 

Mr.  Cotton.  Not  the  slightest,  in  any  way. 

The  Chairman.  Mr.  Martz  was,  I  believe,  chief  engineer  of  this 
road  before  it  was  absorbed  by  the  Consolidated  Co.  ? 
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Mr.  C\vnM\.  lit-  wsis,  froin  i(s  ini't-nti(«>,  niiil  \ii\til  soino  tiuM  in 
Minvh,  lS!>!i.  luoiv  tliiiii  live  .voiu"s  uikI  ti  litilf  nftvr  it  was  abiiikrbKl 
by  Iho  CoiKsoliiliitotl. 

The  CiiAiuM  \N.  How  lony;  ilid  hp  rtMUiiin  in  the  rmploy  of  the 
nuliith.  Missnlx"  X  Northern  aftor  ho  nimlo  Hint  ivporl  I 

Mr.  (.\>rix>N.  Mr.  Ahu'lss'.s  soivico  I'luh'il.  1  l)olit>\o,  in  Miiroh,  1808, 
Ills  saUnv  WHS  porniidoil  for  ti  month  or  two  hmpw'.  Mr.  Oloot.t 
niiidi'  M  cliMiijio  Ml  thiit  tiiiio.  Mr.  Olfolt  wns  then  vim  jin>!'i(lt«nt  nnd 
■IiMUM'iil  nninii^ioi-.  ')Mii.><  t'lisc  that  you  sjienk  of,  Mr.  Chiiinnan, 
bn>ii<<hl   .\pril  '_';"),  ISDS,  was  ilisinis-sm^l  in  No\«>mlu>i\  iSliS. 

Tlio  (liiAiuMAN.  And  wluMi  WHS  this  nuMiiornniiiiin  niiulo,  this  tabu- 
hilion  you  spciik  ofV 

Ml-.  (\vn-<)N.  \\'e  wore  workiiii>-  on  j;(>(1inu'  Iho  ovithMii-o  itf  tho  ox- 
polls  (o^olhor  ihiiinu;  tho  months  of  .Vpril,  Mny,  .Inno,  ninl  up  to 
tho  1-lh  of  .Iiily.  'I  hill  piirlioiilar  pnpor,  wliioli  wo  iiili<nd«d  to  \iw 
hitor  on,  prolmlilv  was  not  put  in  llio  linisluvl  form  it  is  in  until  iiftor 
tliat  hoariiif^'  had  bcon  in  pid,'fross  at  Diiiiilh  sonio  woi>k  or  10  diivs. 
'I'lion  Iho  otimpiilalions  of  all  of  the  \vitiu>ssi>s  wort>  piil  on  that  i)a|ioi' 
m  thai  form,  as  n  niallor  of  comiMiioiu'o  whon  wo  Inui  to  provo  it  all, 
i  f  wo  (lid  siH>  ill  to  tlo  so. 

Tho  CiiAiiiMAN.  llo  romainod  in  Iho  om])loy  of  Iho  oompaiiy,  Ihoii, 
about  a  >'onr  aflor  (his  roporl  i 

Mr.  Co'i-idN.  Thai  is  nol  a  roport,  yoii  niuloi'sland. 

'i'lio  CiiAiiiiMAN.    1  moan  after  this  moiiiorantliiin  was  made, 

Mr.  (lorruN.   Vos. 

Tho  CiiAiuAiAN.  Diu'inj;-  that  time  were  Hit'  oi'«i  doeliM  built? 

Mr.  CorroN.  We  had  Iwo  or»<  doeks  <'omp!elod  at'  the  limn  llio 
111  lack  was  made  on  tliese  rates  in  April,  IKDH  on*  dock  No.  1  iind 
oi-e  dock  No.  '_'.  ()ri>  dock  No.  !l  was  const riiclt>d  a  year  or  so  later: 
1  think  in  ISllf)  or  ISitll;  1  can  nol  lei!  yon  (ho  o.viiel  dull)  wilJioui 
refreshiiifi;  my  recollection. 

The  tliiAiiiiMAN.  Th(*  ort«  docks  were  coiiiplolt>d  after  hp  came  in, 
after  what  do  yon  call  it  the  Miniiesolu  ConHolidaled  Iron  MiiieH 
Co.- 

Mr.  (Motion,  ^■es.  \\'ell,  nflor  lh(>  Conso!idali>d  MiiiOH  came  into 
control  of  (he  railway  comjiany,  which  was  in  ('"ebrnary,  IHUl, 

The  ('iiAiiiiMAN.   ^'^>s. 

Mr.  (lorioN.  The  Ins!  half  of  on*  dock  No.  I  wuH  compleUHl  tliiit 
year      IK!)|. 

Tho  (^iiAiiiMAN.   Under  whose  sn|)er\'if?ion '# 

Mr.  CorroN.  Thai  was  doiw*  under  tlie  siiporviHion  of  Mr.  Marly, 
and  Mr.  Dresser.  Mr.  Hressor  was  (he  man  who  had  partieilliir 
cliarf!;c  of  nil  bnildiiifjs  and  Hlnicliiros. 

The  (hiAiHMAN.    I  nnderslaml. 

Mr.  ("orroN.  'Unit  .was  his  particniar  forle. 

The  ( 'ii  MiiMAN.  lie  was  an  iissistaiil,  mh  I  reeall,  in  Iho  offloe  of 
Mr.  Marlz'< 

Mr.  Coi-hiK.  No,  sir;  w<>il,  he  waH  an  aisHiHtanl. 

The  (liiAiiiMAN.  An  iissisliml  lo  Marlz'^ 

Mr.  CoTioN.  lie  wiiH  an  engineer  ami  an  nHHiHlaiit  to  Mail*  in 
e\(My  sense  of  (he  word. 

The  (^iiAiiiMAN.  What  docks  w(>re  comple(ed  under  Marl'/,  while 
Marl/,  was  chief  cnjriri<-cr  of  (ha(  I'oiid? 

Mr.  ('orioN.   Under   Mart/,  and   Dresser^ 


UNITED  STATES   BTEEL   OORPOBATION.  2265 

The  Chaibmak.  I  do  not  care  how  many  assistants  he  had, 

Mr.  Cotton.  Ore  dock  No.  1  and  ore  dock  No.  2. 

The  Ceaikman.  While  Martz  was  chief  engineer? 

Mr.  Cotton.  That  is  correct. 

The  Chaibman.  What  railway  oonnections  were  made  while  he 
wns  chief  engineer  ? 

Mr.  Co'rroN.  I  do  not  quite  gather  the  purport  of  your  question. 

The  Chaiuman.  Tlie  cxclmnge  tinfks,  and  nil  that? 

Mr.  ConoN.  Oh ;  I  will  bring  that  out.  In  the  first  instance  the 
main  lino  fiom  Stony  Brook  Junction  to  Mountain  Iron,  the  Biwabik 
branch,  nnd  Virginia,  the  Missabe  Iron  Mountain  branch,  were  con- 
structed. That  wns  during  the  years  1891  and  1892  and  the  winter 
of  1892-93.  Then,  during  the  summer  of  1898,  the  extension  into 
Duliith,  29  miles 

The  Chaiuman.  You  do  not  apprehend  my  question.  This  report 
was  made  in  1898? 

Mr.  Co'iiXJN.  Yes. 

The  Chaiuman.  I  do  not  caro  about  anything  before  that.  What 
conetruciion  was  done  on  that  road  after  the  construction  was  made 
by  Mnrtz,  beforo  you  fired  him? 

Mr.  Co'iTON.  Oil !  I  do  not  recollect  that  there  was  any  new  con- 
struction after  (hat  memonindum,  and  before  Mr.  Martz  left  the 
service. 

The  CiiAiHiMAN.  Then  nil  the  constuiction  work  that  was  done  on 
tlmt  road  was  done  while  Martz  was  chief  engineer? 

Mr.  Cotton.  Oh,  no;  there  was  a  great  deal  done  afterwards,  in 
subsequent  yimrs. 

Thf  CiiAiiiMAN.  Was  iluire? 

Mr.  Cotton.  Yes;  in  subsequent  years;  there  were  several  branches 
which  I  could  name,  right  doAvn  the  line. 

The  Chairman.  I  want  to  ask  you  a  question  about  another  matter. 
Mr.  Merritt  lestified  liero-of  course  it  touches  you,  and  you  are 
entitled  to  know  about  i( — tliat  he  had  20  shares  of  Mountain  Iron 
stock,  which  belonged  to  Leonidas  Merritt,  which  wns  supposed  to  be 
lost. 

Mr.  CoTi'dN.  Yes. 

The  (Chairman.  Do  you  know  anything  about  that? 

Mr.  Cornm.  Mr.  Merritt,  I  have  understood,  lost  that  slock.  I 
have  forgotten  whetlier  i(  belonged  to  him  or  his  wil'e,  but,  anyhow, 
lie  asked  me  to  in\  estignle  it. 

The  Chairman.  As  his  attorney? 

Mr.  CorroN.  1  was  not  his  attorney.  I  was  the  attorney  for  tlie 
road.  I  wns  only  too  glad  (o  do  unyt)iing  I  could  to  help  tnese  gen- 
tlemen. 1  cnnie  down  to  Now  York  in  December,  18!)a,  for  the  pur- 
pose of  trying  to  look  into  these  things  and  to  find,  among  other 
things,  this  stock;  and  we  did  locale  it.  It  would  seem  that  Mr. 
Merritt  had  placed  it  somewhere  as  coilateial  to  a  loan  at  a  bank, 
and  had  paid  the  loan  nnd  had  left  the  coHateral  and  never  called  for 
it ;  and  I  helped  him  to  get  it,  which  I  was  very  glad  to  do. 

The  CiiAiHiMAN.  Did  vou  ever  advise  him  that  no  such  stock  ap- 
peared in  his  name  or  his  wife's  luiine  on  tlie  books  of  the  company? 

Mr.  Cotton.  Oli,  I  do  not  think  so.  I  have  no  idea  of  that.  I 
could  not  say.  I  did  not  have  access  to  the  books;  they  were  in  New- 
York  or  in  New  Jersey. 
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The  Chairman.  If  that  stock  was  not  in  Mr.  Merritt's  name,  do 
you  know  in  whose  name  it  was  ? 

Mr.  Cotton.  No;  I  have  no  means  of  knowing,  and  I  do  not  re- 
member. 

The  Chairman.  Is  it  a  fact  that  this  20  shares  of  Mountain  Iron 
stock  was  reissued  to  John  D.  Rockefeller  without  authority  from 
Mr.  Merritt  ? 

Mr.  Cotton.  That  I  would  not  Imow  anything  about  whatever. 

The  Chairman.  Is  it  a  fact  that  some  time  afterwards  Mr.  Merritt 
produced  the  original  shares,  which  entitled  him  to  $25,000  accumu- 
lated dividends,  which  Mr.  Rockefeller  had  already  drawn? 

Mr.  Cotton.  I  do  not  know  anything  about  that,  Mr.  Stanley.  If 
I  did,  I  should  be  very  glad  to  tell  you. 

The  Chairman.  Do  you  remember  being  called  to  New  York  by 
Leonidas  Merritt  to  help  him  trace  the  disappearance  of  100  bonds  of 
the  Duluth,  Missabe  &  Northern  Railway  ? 

Mr.  Cotton.  I  was  sent  down  there  by  the  company  to  help  find 
some  bonds  in  the  fall — in  December,  I  think  it  was.  I  do  not  now 
recollect  whether  Mr.  Leonidas  Merritt  called  me  there  or  whether 
I\Ir.  Alfred  Merritt  sent  me  there  or  who  did.  But  it  is  true  that  I 
went  to  New  York,  presumably  on  the  suggestion  of  Mr.  Alfred 
Merritt,  president  of  the  road,  to  look  after  those  bonds  and  find 
them  if  I  could. 

The  Chairman.  Did  you  find  that  Wetmore,  second  vice  president 
of  the  railroad,  had  hypothecated  those  bonds  for  a  personal  loan 
and  used  the  money  to  pay  Mr.  Rockefeller  ? 

Mr.  CoTTOK.  There  was  a  mix  up  about  those  bonds.  I  would  not 
say  that  he  had.  I  think  they  were  hypothecated  for  some  business 
of  Mr.  Wetmore's,  and  what  he  did  with  the  proceeds  he  received  for 
them  I  have  no  means  of  knowing,  and  I  nevBr  knew. 

The  Chairman.  Did  not  Gates  help  you  in  hunting  up  and  re- 
deeming these  bonds? 

Mr.  Cotton.  I  do  not  recollect. 

The  Chairman.  And  was  not  the  amount  of  $80,000  charged  di- 
rectly to  Mr.  Leonidas  Merritt,  and  did  not  Mr.  Murray  assist  you 
in  making  this  hunt? 

Mr.  Cotton.  No,  sir;  and  I  do  not  know  anything  about  the 
amount,  and  I  never  knew  until  now,  when  you  suggest  it,  that  it 
was  charged  to  Mr.  Merritt.  I  do  not  know  anything  about  it.  I 
know  all  there  was  to  it — the  bonds  disappeared.  I  know  that  the 
bonds  were  used,  but  I  do  not  know  what  became  of  the  money;  and 
I  know  that  the  railway  company  simply  had  to  charge  it  off  to  ex- 
penses; that  is  all.  Now.  who  got  the  money  and  anything  about  it, 
T  am  unable  to  say.    We  did  not  know  at  Duluth. 

The  Chairman.  Do  you  remember  at  the  time  discovering  Mr. 
Wetmore  had  used  $20,000  of  Iron  Mountain  money  to  pay  other 
personal  loans  from  Rockefeller  and  that  that  money  was  charged 
to  Leonidas  Merritt  personally? 

Mr.  Cotton.  No;  I  do  not  know  anything  about  it.  I  never  heard 
of  it. 

The  Chairman.  Did  Leonidas  Merritt  and  Alfred  Merrittt  pay 
you  for  tracing  up  that  very  transaction  the  sum  of  $3,000? 

Mr.  Cotton.  No,  not  that  transaction ;  nothing  of  the  kind.  Not 
for  those  matters  at  all.    I  helped  locate  some  of  their  property  here, 
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some  in  the  Seaboard  National  Bank,  where  they  had  options  to  buy 
stock,  and  other  things  here,  and  helped  them  what  I  could  to  shape 
things  up,  and  advised  them  to  get  the  best  legal  counsel  there  was 
in  the  State  of  New  York  or  in  the  United  States,  because  at  Duluth 
we  said  we  did  not  know  anything  about  the  transactions  at  New 
York,  and  they  had  been  here  all  summer,  and  I  told  them  they  had 
better  get  the  best  legal  advice  in  the  State  of  New  York,  and  I 
recommended  Judge  John  F.  Dillon  and  Mr.  Eush  Taggart,  of  New 
York  City,  to  that  end ;  and  they  went  to  them,  for  I  took  them  there 
myself.  After  that  I  know  nothing  about  it,  except  that  upon  the 
advice  of  those  distinguished  gentlemen  they  made  the  sale  to  Mr. 
Eockefeller  of  the  90,000  shares  that  you  have  heard  about. 

The  Chaibman.  You  spoke  here  of  Mr.  Thomson,  who  gave  them 
three  or  four  hundred  thousand  dollars  of  stock? 

Mr.  Cotton.  Yes. 

The  Chaieman.  Do  you  know  where  Mr.  Thomson  raised  that 
money  he  got? 

Mr.  Cotton.  Mr.  Thomson  told  me  himself  that  it  was  his  own 
money. 

The  Chaieman.  Do  you  not  recall  that  Mr.  Murray  got  that 
money  from  John  D.  Rockefeller? 

Mr.  Cotton.  I  never  knew  Mr.  Murray  at  that  time,  had  never 
heard  of  him,  and  was  not  cftnnected  with  the  road.  All  that  I  know 
is  that  later  on,  in  1893,  Mr.  Thomson  told  me,  and  has  since  told  me, 
that  it  was  his  personally;  that  he  advanced  it  with  the, understand- 
ing that  the  American  Steel  Barge  Co.  was  to  reimburse  him,  and 
that  it  did  so.  That  is  his  statement  about  it,  and  I  know  nothing 
beyond  that. 

The  Chaieman.  Were  you  present  when  the  three  or  four  hundred 
thousand  dollars — three  hundred  and  some  odd  thousand  dollars — 
was  sent  from  New  York  by  Rockefeller? 

Mr.  Cotton.  No. 

The  Chairman.  And  the  draft  was  paid;  and  Leonidas  Merritt 
put  that  draft  in  his  vest  pocket  and  was  found  fault  with  for  carry- 
ing that  much. money  in  that  way? 

Mr.  Cotton.  I  beg  your  pardon  ?. 

The  Chairman.  Do  you  remember  that  having  occurred  ?  Do  you 
know  whether  that  occurred  ?  , 

Mr.  Cotton.  No;  I  do  not  know  whether  such  a  transaction  took 
place  or  not,  because  I  had  nothing  to  do  with  the  railway  company 
until  in  1893.  - 

The  Chairman.  Then  you  know  nothing  about  where  that  money 
came  from,  except  that  Thomson  told  you?      ' 

Mr.  Cotton.  That  is  so.      .      ,; 

The  Chairman.  That  he  told  you  that  he  paid  the. money  out  of 
his  own  pocket,  and  that  the  stock  was  put  in  his  name?." 

Mr.  Cotton.  That  is  true,'  and  I  so  testified. 

The  Chairman.  You  sent  me  a  telegram  some  time  since? 

Mr.  Cotton.,  Yes.  .  ,;  '•  '  ■  ' 

The  Chairman.  In  which  you  say  that  the  complalmants,  John  G. 
BrQ*Fn  and  others,  ypjuntajpi'ly  dismissed;  the  suit. they  brought  for 
reduction  of  ore  rates  over  the  Duluth,  Misgabe  &  Northern.  :  ■, 

Mr.  Cqttqn.  Do  you  want  me  to  explain  that?  I  will  be.  glad 
to  do  so.  •  ^'-  •    •   '     -    ■'  •  -,      '  -    -      -  ■-"' 
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The  Chaibman.  Who  was  it  who  first  suggested  the  dismissal  of 
this  suit? 

Mr.  Cotton.  I  do  not  know.  I  want  to  say  this:  When  we  got 
back,  after  taking  all  this  testimony  in  Cleveland  and  Chicago^  we 
adjourned  to  meet  again  in  Duluth.  If  yon  will  pardon  me  I  will 
turn  to  the  record  at  this  point.  It  says:  "The  hearing  was  ad- 
journed until  2  p.  m.,  Wednesday,  September  21,  at  Dulmth,  Minn." 
That  is  the  adjournment  from  Chicago  to  Duluth.  The  next  ad- 
journment is  Wednesday,  September  21,  1898.  "  By  agreement  of 
the  parties  the  hearing  was  adjourned  for  a  period  of  about  60 
days."  All  that  I  know  &i  my  own  Icnowledge  about  the  matter  from 
then  on  is  that  at  the  end  of  60  days  Billson,  Congdon  &  Dickin- 
son filed  at  St.  Paul,  Minn.,  with  the  railroad  and  warehouse  com- 
mission of  that  State  a  consent  to  a  disn^issal  of  that  case,  and  within 
a  day  or  two  a  formal  order  of  dismissal  was  entered  in  that  case, 
and  is  of  record  there  now  in  that  proceeding  before  that  commis- 
sion. We  of  the  Missabe  Eailroad  did  not  know  anything  about  it. 
The  attack  was  primarily  against  the  Iron  Eange  road,  as  I  say, 
and  whether  the  complainants  were  parties  to  that  dismissal,  vol- 
untary or  otherwise,  I  have  no  means  of  knowing. 

The  Chairman.  You  do  not  know? 

Mr.  Cotton.  I  know  that  Billson,  Congdon  &  Dickinsoa,  their 
counsel,  dismissed  that  proceeding  with*  a  written  consent^  and  the 
commission  did  not  go  ahead  of  its  own  motion,  as  it  could  have 
done,  but  entered  a  formal  order  of  dismissal.    That  is  true. 

The  Chairman.  You  do  not  know  whether  Brown  or  the  other 
parties  suggested  that  dismissal  to  their  counsel  or  not  ? 

Mr.  Cotton.  I  do  not.  I  had  a  letter  from  Mr.  Brown,  some  time 
since,  in  which  he  said  he  did  not  voluntarily  do  so,  and  I  have  no 
means  of  believing  that  Mr.  Brown  was  not  stating  to  me  the  thing 
as  it  actually  occurred.    I  am  giving  to  you  what  I  knew  aibout  it. 

The  Chairman.  You  speak  of  the  voluminous  testimony  in  the 
files  there.  What  portion  of  that  testimony  was  furnished  by  the 
complainants  ? 

Mr.  Cotton.  Well,  they  had  a  lot,  and  good,  stiff,  vigorous  tes- 
timony. Mr.  BUlson  is  a  f  oeman  worthy  of  any  man's  steel,  and  to 
my  way  of  thinking  was  the  leader  of  the  bar  until  his  health  was 
somewhat  impaired  in  the  last  year  in  the  Northwest^  and  he  was 
most  adroit;  and  if  the  chairman  would  take  an  excursion  to  tead 
with  me  his  opening  address  in  that  case,  I  believe  that  the  chairman 
would  say  to  the  committee  that  my  judgment  of  the  astuteness  of 
Mr.  Billson  is  correct.  He  followed  it  persistfently,  with  expi^ts, 
and  made  a  case  as  to  the  Iron  Bange. 

The  Chairman.  He  started  out  good  and  strong? 

Mr,  Cotton.  Yes. 

The  Chaib^ihan.  I  expect  that  is  prdbably  true. 

Mr.  Cotton.  There  is  no  doubt  about  it. 

The  Chairman.  Now,  do  ydu  know  who  bore  the  ex^mses  0f  Aose 
witnesses  who  attended  this  trial  for  the  complainant? 

Mr.  Cotton.  I  do  not. 

The  Chairman.  When  the  coQunissiob  met  Cleveland  aad  Mar- 
quette and  other  places? 

Mr.  Cotton.  No;  we  never  met  in  Marquette.  It  was  in  Dirtath, 
St.  Paul,  Chicago,  and  Cleveland. 
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The  Chairman.  Do  you  know  whether  the  complamants  in  this 
suit  were  ever  reimbursed,  Brown  and  Brown's  company,  th«  ex- 
penses incidient  to  making  this  complaint? 

Mr.  Cotton.  I  do  not.  Mr.  Brown  so  stated  in  a  recent  letter.  I 
knew  nothing  about  it.  Mr.  Murray  knew  nothing  about  it,  and  the 
Missabe  people  knew  nothing  about  it  whatever.  We  lawyers  of 
the  Missabe,  who  were  a  sort  of  second  fiddle  to  that  suit,  thought 
there  must  be  some  furnaceman  behind  the  complainants,  on  the 
face  of  the  case,  but  we  did  not  know. 

The  Chairman.  After  you  had  concluded  did  all  shippers  over 
the  Duluth,  Missabe  &  Northern  and  over  the  Duluth  &  Iron  Range 
pay  the  same  freight  rate  to  those  roads  ? 

Mr.  CoTTOJi^.  Have  you  finished  your  question? 

The  Chairman.  Yes;  I  have. 

Mr.  Cotton.  I  can  not  speak  for  the  Iron  Range  road.  I  was 
never  its  counsel.  I  can  speak  for  the  Duluth,  Missabe  &  Northern 
Railroad  Co.,  and  I  do.  I  say  emphaticallj'  that  there  was  never  a 
rebate  of  any  kind  on  the  Missabe  road  in  the  16  years  of  my  service. 
That  was  the  one  thing  I  insisted  should  never  happen,  and  I  knew 
that  it  never  did  happen,  so  that  I  answer  your  question  as  to  that 
company — that  all  shippers  on  the  Missabe  paid  the  same  rate. 

The  Chairman.  The  Missabe  was  not  the  principal  railroad  in 
interest.    The  fight  was  on  the  Duluth  &  Iron  Range. 

Mr.  Cotton.  It  is  true  that  the  main  fight  was  on  the  Iron  Range. 

The  Chairman.  Did  the  Oliver  Iron  Mining  Co.  have  any  ore 
bodies  on  the  Mesabi  Range? 

Mr.  Cotton.  Yes;  they  controlled  them  under  lease. 

The  Chairman.  Do  you  know  whether  there  was  any  understand- 
ing with  the  Oliver  iron  mines,  direct  or  implied,  oral  or  written, 
by  which  these  complainants  were  to  be  indticed  to  drop  this  suit, 
and  in  consideration  for  paying  the  complainants  all  their  expenses, 
and  in  consideration  of  giving  them  certain  concessions  in  freight 
rates  personally,  this  suit  was  to  be  dropped,  and  all  other  shippers 
over  the  Duluth,  Missabe  &  Northern  and  the  Duluth  &  Iron  Ramge, 
or  either  of  them,  were  to  pay  the  80f-cent  rate  ? 

Mr.  Cotton.  I  do  not ;  and,  so  far  as  the  Missabe  is  concerned,  I 
say  that  there  was  nothing  in  that,  so  far  as  I  knew,  and  I  was  the 
counsel  at  Duluth. 

The  Chairman.  And  you  say  that  no  such  agreement  vf as  made? 

Mr.  Cotton-  -Ajnd  in  my  opinion  no  such  agreement  was  made,  so 
far  a,8  the  Missabe  was  concerned-  If  it  was  mad&— I  do  not  know 
as  to  the  other  road. 

The  Chairman.  What  is  your  opinion  about  it? 

Mr.  CoTTTON.  I  do  not  know. 

The  Chairman.  Your  opinion  would  be  very  valuable. 

Mr.  Cotton.  I  dto  not  know  whether  it  would.  I  have  nothing 
upon  which  to  predicate  an  opinion.  The  fact  is  that  I  can  only 
speak  for,  the  Missabe.  I  do  not  know.  I  came  here,  of  course,,  to 
defend  my  honor  as  a  man. 

The  Chairman.  Which  was  perfectly  proper. 

Mr  Cotton.  And  my  integrity,  professionally;  and  I  am^  gomg 
to  eive  you  any  answer  I  can,,  consistent  with  the  truth,  although  I 
have  not  thought  of  many  of  tlese  matters.    The  thing  that  this  com- 
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pany,  the  Missabe,  was  always  instructed,  so  far  as  I  was  concerned 
was,  "  even  keel.    Everybody  pay  the  same  rate."    And  we  did  it. 

The  Chairman.  Now,  speaking  of  this  railroad,  at  the  time  you 
made  the  statement,  or  at  least  at  the  time  that  this  suit  was  in  prog- 
ress, your  purpose  was  to  ascertain  what  it  would  cost  the  persons 
owning  this  road  to  go  back  into  the  primeval  wilderness  and  replace 
it  in  case  it  had  been  wiped  oil  the  face  of  the  earth? 

Mr.  Cotton.  At  that  time  ? 

The  Chairman.  Yes. 

Mr.  Cotton.  At  that  date. 

The  Chaikman.  At  that  time  who  owned  the  stock? 

Sir.  Cotton.  The  Lake  Superior  Consolidated  Iron  Mines  owned 
either  all  of  the  stock  of  that  company,  or  most  of  it;  in  my  opinion, 
all  of  it  at  that  time. 

The  Chairman.  And  who  owned  that  company? 

Mr.  Cotton.  Many  people ;  the  stockholders,  of  course. 

The  Chairman.  Who  owned  the  majority? 

Mr.  Cotton.  From  hearsay  I  should  say  that  Mr.  John  T>.  Eocke- 
feller  controlled  it.  • 

The  Chairman.  Who  was  president? 

Mr.  Cotton.  Mr.  Fred  T.  Gates,  of  New  York. 

The  Chairman.  The  Rev.  Dr.  Gates? 

Mr.  Cotton.  Yes ;  the  Eev.  Dr.  Gates.  I  do  not  know  whether  he 
is  a  doctor  or  not. 

The  Chairman.  Is  he  a  doctor  of  divinity  ? 

Mr.  Murray.  No  ;  he  is  not  a  doctor  of  divinity. 

The  Chairman.  Is  he  not  a  minis'ter? 

Mr.  Murray.  He  was  25  or  30  years  ago,  but  he  has  not  been, in 
the  pulpit  for  that  long. 

The  Chairman.  I  am  entirely  inclined  to  believe  it. 

Mr.  Murray.  That  is  a  fact,  Mr.  Chairman. 

The  Chairman.  I  do  not  question  that  at  all. 

Mr.  Murray.  That  is  very  funny,  but  I  beg  your  pardon. 

The  Chairman.  I  did  not  regard  it  in  that  way.  It  struck  me  as 
very  apropos,  not  funny.  I  see  here  engineering,  inspection,  super- 
intendence, legal  expenses,  and  contingencies,  10  per  cent. 

Mr.  Cotton.  Yes. 

The  Chairman.  Making  a  total  of  $434,298.60. 

Mr.  Cotton.  Yes. 

The  Chairman.  AVhat  is  that  10  per  cent;  what  does  that  mean? 

Mr.  Cotton.  That  is  the  usual  charge  made  by  all  careful  railroad 
experts  and  contractors  to  cover  contingencies,  expensesj  adtoiiiis- 
trative  expenses,  engineering,  and  everything  of  the  kind.  You  may 
go  along,  and  the  surface  of  the  ground  may  look  perfectly  clear  to 
you,  and  you  estimate  it  as  earth,  but  when  you  get  into  it  you  may 
find  it  to  be  solid  rock,  so  that  that  is  always  taken,  10  per  cent,  to 
cover  contingencies,  administration,  engineering  expenses.  That  is 
the  common  measure  or  yardstick  in  railroad  circles  in  all  work,  of 
construction,  and  all  contractors  do  the  same. 

The  Chairman.  I  am  asking  for  information. 

Mr.  Cotton.  I  am  very  glad  to  tell  you  that.  I  have  had  18  years' 
experience  in  it.     These  men  all  testified  to  it. 

The  Chair^can.  You  charge  10  per  cent  more  than  you  see? 

Mr.  Cotton.  For  the  uncertainty. 
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The  Chairman.  You  may  think  it  is  gravel  and  strike  rock  ^nd 
things  of  that  kind  ? 

Mv.  CoTTOKT.  Yes ;  and  there  is  the  expense  of  acquiring  your  right 
of  way  and  all  that  sort  of  thing ;  and  your  lawyfef s,  they  have  to  be 
paid. 

The  Chairman.  Yes. 

Mr.  Cotton.  And  the  engineers,  too. 

The  Chairman.  Then  commissions  and  discounts  20  per  cent? 

Mr.  Cotton.  Yes. 

The  Chairman.  For  that,  $868,S9'7.20.    What  does  that  mean? 

Mr.  Cotton.  Well,  that  is  the  theory  of  it.  If  you  start,  to  recon 
struct  a  road,  you  start  with  the  primeval  forest,  as  of  that  time. 
You  must  remember  that  you  are  going  ahead  winter  and  summei 
to  complete  it.  You  must  remember  that  if  your  road  has  been  ii 
existence  a  number  of  years,  it  has  acquired  solidity,  which  the  rail 
road  men  recognize  as  an  asset.  Everything  was  figured  there  as 
railroad  men  and  railroads  figure  it.  No  lawyer  figured  that  out.  It 
would  take  about  three  years  to  finish  this  road.  The  first  two  years 
they  would  not  earn  anything,  and  the  third  year  they  would  earn 
about  their  operating  expenses.  Now,  the  question  was,  what  woilld 
we  have  to  pay  to  get  that  large  sum  of  money — what  discount,  with 
an  uncertainty  as  to  the  future  of  your  tra;ffic,  with  the  life  of  that 
road  limited  to  the  life  of  your  ore  bodies,  from  which  you  would 
get  your  traffic,  with  your  ores  as  yet  not  established  as  against  the 
old  range  ores,  and  all  that  sort  of  thing;  when  you  weiit  to  ;the 
money  markets  of  the  world  wkat  would  you  have  to  pay  for  the 
money  to  build  that  road?  Now,  it  is  a  matter  of  opinion.  Men 
differ  on  those  things.  Our  people  thought  20  per  cent  was  fair. 
In  the  early  days  when  our  good  friends  the  Merritts  did  it,  they 
issued  $2,400^000  for  what  cost  them  $660,000.  That  was  their 
opinion  of  the  discount.  Our  people  thought  at  this  tinie  that  20 
per  cent  was  sufficient.  The  Iron  Eange  people  at  the  same  time 
thought  that  15  per  cent  was  sufficient.  There  you  have  it.  Men 
differed  on  that  subject,  as  to  what  you  could  get  the  money  for. 
Now,  the  9  per  cent ;  you  want  that  ? 

The  Chairman.  I  am  figuring  on  the  20  per  cent,  now.  I  under- 
stand you  thought  it  would  be  three  years  before  your  road  woUld 

pay? 

Mr.  Cotton.  Except  the  last  year  we  would  pay  operating  ex- 
penses. 

The  Chairman.  The  last  year  you  would  pay  operating  expenses? 

Mr.  Cotton.  Yes. 

The  Chaikman.  Then  you  believed  that  for  two  years  you  would 

be 

Mr.  Cotton.  We  would  be  without  earnings. 

The  Chairman.  Without  earnings? 

Mr.  Cotton.  That  is  it.  »      ,        .  ,,  , 

The  Chairman.  And  that  was  your  idea  of  what  it  would  be 
worth  to  Mr.  Rockefeller? 

Mr.  Cotton.  Well,  to  anybody.  We  did  not  have  m  mind  Mr. 
Rockefeller.  ,     _   ,     ,    ^        ^ 

The  Chairman.  What  it  would  be  worth  to  the  Duluth  Iron  Co. ; 
that  money  would  be  worth  10  per  cent  per  annum  ? 
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Mr.  Cotton.  No;  we  figured- 


The  Chairman.  For  the  two  years  you  would  not  be  paying  ex- 
penses; I  am  figuring,  now,  discounts  and  commissions  at  20  per 
cent.  As  I  understood  you,  you  concluded  that  for  two  years  you 
would  not  be  earning  anything? 

Mr.  Cotton.  That  is  it. 

The  Chairman.  That  you  would  lose  all  use  of  your  money  for 
that  time  ? 

Mr.  Cotton.  Yes. 

The  Chairman.  And  you  charged  this  20  per  cent  for  the  use  of 
your  money? 

Mr.  Cotton.  No ;  that  goes  to  the  question  of  interest ;  that  is 
another  item.  The  question  is  here.  Here  is  a  railroad  project.  It 
will  require  five,  six,  or  seven  million  dollars  to  build  it. 

The  Chairman.  Yes. 

Mr.  Cotton.  It  will  take  three  years  to  get  it  in  shape  to  make  it 
productive  and  pay  its  way.  It  has  as  traffic  iron  ore  the  value  of 
which  has  not  been  determined,  because  the  furnacemen  claim  that 
they  can  not  use  it.  It  is  mainly  experimental  or  partially  so.  They 
were  claiming  then  that  they  could  not  use  more  than  30  per  cent  of 
Missabe  ores. 

The  Chairman.  In  1898? 

Mr.  CoTton.  Yes.  The  life  of  that  road  is  the  life  of  the  ore 
traffic.  It  can  only  operate  one  way,  and  for  six  months  in  the 
summer  time.    You  can  not  keep  your  employees  the  year  around. 

The  Chairman.  It  is  an  unprofitable  road? 

Mr.  Cotton.  No,  it  is  a  good  road. 

The  Chairman.  Oh ! 

Mr.  Cotton.  The  employees  have  got  to  go  south  for  the  winter 
service.  That  is  the  problem  which  was  before  the  company.  To  get 
the  money,  what  would  you  have  to  pay?  What  would  you  have  to 
discount  the  money  you  got,  to  get  that  big  sum  of  money  for  that 
project?  I  say  we  took  20  per  cent  for  the  discount,  and  a  reasonable 
one,  to  allow  anybody  to  raise  that  amount  of  money.  The  Iron 
Eange  only  took  15  per  cent.    The  witnesses  all  testified  to  it. 

The  Chairman.  I  understand. 

Mr.  Cotton.  Now,  take  this  other  9  per  cent. 

The  Chairman.  No  ;  do  not  let  us  get  away  from  this. 

Mr.  Cotton.  I  want  to  get  it  clear. 

The  Chairman.  Yes;  so  do  I.  You  charged  this  20  per  cent  on 
the  amount  of  money  you  previously  invested  to  put  that  road  in 
operation? 

Mr.  Cotton.  The  theory  is  that  you  are  starting  with  nothing  to 
make  a  road  and  bring  it  up  to  the  same  standard  of  efficiency  as 
the  one  in  question;  not  to  go  and  lay  some  rails  on  a  new  embank- 
ment    Not  at  all.    But  this  was  the  theory  of  the  law,  Mr.  Stanley. 

The  Chairman.  I  understand.    You  charged  what 

Mr.  Cotton.  You  have  a  right  to  use,  in  determining  what  is  a 
fair  rate  on  a  railroad,  not  only  what  that  railroad  cost,  but  you 
have  a  right  also  to  consider  what  would  it  cost  if  you  started  with 
the  primeval  forest  to  reestablish  and  re-create  that  road  from  the 
original  conditions  and  to  bring  it  to  the  present  standard  of  effi- 
ciency.   Now.  you  have  to  raise  the  money  to  do  that. 

The  Chairman.  I  understand. 
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Mr.  Cotton.  You  have  got  to  start  with  a  clean  piece  of  paper, 
ine  Chairman.  You  have  told  me  that. 

mu  ■  VP"""^-  '^^^t  ^s  "^^^^  I  ^^^^  to  bring  out. 

TV/r     >^^'^^^^f  AN.  You  tell  me  the  same  thing  twice. 

Mr.  Cotton.  I  do  not  want  to.  I  apologize.  I  merely  want  to 
make  myself  clear. 

The  Chairman.  Yes.  I  understand  you  are  anxious  to  do  so,  and 
1  appreciate  that.  Now,  here  is  a  thmg  I  do  not  apprehend  suffi- 
ciently. This  $868,000  is  20  per  cent  on  the  amount  of  money  that 
it  did  cost  to  construct  that  road  ? 

Mr.  Cotton.  No;  what  it  was  thought  it  would  cost  to  recon- 
struct it. 

The  Chairman.  What  it  was  thought  it  would  cost  to  reconstruct 
it.    I  mean,  you  estimated  that  it  would  cost  you  so  much  money? 

Mr.  Cotton.  Yes. 

The  Chairman.  To  bring  into  existence,  under  the  wild  conditions 
that  prevailed  when  the  road  was  first  constructed,  these  so  many 
miles  of  track,  with  the  rails  laid  and  the  ballast  down  and  the  cars 
and  engines  ready  to  start  ? 

Mr.  Cotton.  Up  to  the  then  stage  of  efficiency. 

The  Chairman.  Up  to  the  then  stage  of  efficiency. 

Mr.  Cotton.  True. 

The  Chairman.  And  then  you  charged  this  20  per  cent  on  the 
theory  that  if  you  did  not  have  the  money  it  would  cost  you  20  per 
cent  to  get  the  money  ? 

Mr.  Cotton.  That  is  what  the  railroad  financiers  and  railroad  en- 
gineers and  men  skilled  in  the  business,  with  long  experience,  said  it 
would  cost. 

The  Chairman.  I  understand,  exactly. 

Mr.  Cotton.  That  is  correct. 

The  Chairman.  I  understand  the  theory  exactly.  Now,  was  it  a 
fact  that  the  Lake  Superior  Consolidated  Iron  Mines  would  have 
been  forced  to  have  gone  out  and  borrowed  the  money? 

Mr.  Cotton.  That  I  do  not  know.  That  did  not  make  any  dif- 
ference.   This  is  a  suppositious  case. 

The  Chairman.  Very  suppositious. 

Mr.  Cotton.  That  the  law  permits  us  to  make. 

The  Chairman.  I  understand ;  a  very  suppositious  case  and  a  very 
suppositious  law. 

Mr.  Cotton.  I  think  the  law  is  all  right. 

Mr.  Bartlett.  Some  of  us  do  not  admit  that  that  is  the  law. 

The  Chairman.  I  am  not  admitting  it,  either.  I  say  it  is  a  suppo- 
sitious case.  Was  it  a  fact  that  the  Lake  Superior  Consolidated  Iron 
Mines  would  have  had  to  have  borrowed  the  money  if  it  had  built 
that  road  ? 

Mr.  Cotton.  Why,  it  might  have  had  to  borrow  the  money,  because 
I  do  not  think  it  had  made  any  money  on  its  ore  up  to  that  time. 

The  Chairman.  It  would  have  had  to  pay  20  per  cent  on  that 
money  ? 

Mr.  Cotton.  Not  as  a  mining  company.  We  are  speaking  of  a 
railroad. 

The  Chairman.  If  they  had  borrowed  it  as  a  mmmg  company  and 
used  it  to  construct  a  railroad,  would  they  have  had  to  pay  that 
much? 
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Mr.  Cotton.  I  do  not  know  tJiat  that  particular  company  would. 

The  Chairman.  The  railroad  was  merged  in  the  mining  company, 
was  it  not? 

Mr.  Cotton.  Not  merged. 

The  Chaieman.  It  was  a  part  of  the  mining  company  ? 

Mr.  Cotton.  The  stock  of  the  railroad  was  owned  by  the  mining 
company. 

The  Chairman.  Yes. 

Mr.  Cotton.  But  you  are  making  a  concrete  case. 

The  Chairman.  Yes;  that  is  what  I  want  to  get  at. 

Mr.  Cotton.  You  are  getting  away  from  the  general  consideration. 
The  law  gives  us  the  right  to  make  a  supposititious  case ;  what  would 
it  cost  us  to  go  out  and  borrow  the  money  ? 

The  Chairman.  I  understand.  You  supposed  that  you  did  not 
own  the  railroad,  when  you  did,  and  that  you  would  have  to  borrow 
the  money,  when  you  didn't,  and  you  calculated  what  it  would  cost 
you,  which  it  wouldn't. 

Mr.  Cotton,  That  is  j^our  way  of  putting  it. 

Mr.  Murray.  May  I  interpose  just  one  word?  What  the  witness 
is  trying  to  make  clear  is  that  that  schedule  was  not  prepared  by 
him,  but  was  the  quintessence,  so  to  speak,  of  what  the  expert  wit- 
nesses whose  names  he  has  given  swore  to. 

Mr.  Cotton.  That  is  clear.    The  record  is  perfect  on  the  point. 

The  Chairman.  Mr.  Cotton  understands  it.  I  do  not  mean  at  all 
to  say  that  he  made  this  statement. 

Mr.  Cotton.  Men  who  are  assumed  to  be  competent  did  it. 

The  Chairman.  This  statement  I  assume  was  made  by  this  com- 
pany, and  that  Mr.  Cotton  knows  about  it  and  the  motives  that  ac- 
tuated them,  and  he  is  explaining  them.  I  am  not  alleging  that  Mr. 
Cotton  made  this  statement  as  a  true  statement  at  all.  I  am  not 
charging  that.    I  believe  he  understands  that. 

Mr.  Cotton.  Yes;  I  do.  May  I  say  this:  That  this  opinion — evi- 
dence put  in  that  supposititious  case  is  the  consensus  of  the  opinions 
of  the  men  whom  we  had  selected  for  the  purpose  of  telling  us  what, 
if  we  had  to  borrow  the  money,  we  would  have  to  pay  for  it.  Am 
I  making  it  clear  ?    You  understand  this  is  the  testimony  of  experts. 

The  Chairman.  We  have  all  heard  these  aphorisms  before.  What 
I  want  to  get  at  is  what  it  would  have  cost  to  reconstruct  the  rail- 
road. Now,  to  get  back,  you  charged,  under  this  other  item,  interest 
during  construction  at  9  per  cent,  a  total  of  $390,868.74;  is  that 
correct  ? 

Mr.  Cotton.  Yes. 

The  Chairman.  What  is  that  9  per  cent?  Is  that  9  per  cent  per 
annum  ? 

Mr.  Cotton.  May  I  explain  it? 

The  Chairman.  Certainly. 

The  Chairman.  Why,  certainly,  sir. 

Mr.  Cotton.  That  is  6  per  cent  per  annum  for  half  the  time  of 
three  years,  in  short.  Those  figures  appear  upon  that  sheet.  If  it 
had  been  put  in  evidence,  they  would  nave  been  subject  to  cross- 
examination,  just  as  the  Iron  Eange  schedule  of  the  same  sort 
Avas  subject  to  cross-examination.  That  is  the  statement  of  the 
opinion  of  all  the  railroad  engineers  who  were  consulted  in  the  prepa- 
ration of  that  branch  of  the  statement  you  have.     Their  statement  to 
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US  was  that,  in  their  view  and  opinion,  it  would  take  three  years  to 
reconstruct  those  railroads,  starting  from  nothing  and  bringing  them 
up  contiguously  to  the  present  state  of  efficiency  and  solidification; 
that  the  first  two  years  we  would  earn  nothing ;  that  the  last  year  we 
might  earn  our  operating  expense.  All  this  time  the  company  would 
be  out  of  the  use  of  the  money.  So  they  said  we  had  a  right  to 
charge  for  that  interest  at  the  rate,  say,  of  6  per  cent  for  half  the 
time — 9  per  cent.     In  railroad  parlance,  that  is  the  common  charge. 

The  Chairman.  I  understand.  You  started  back  with  the  wilder- 
ness, and  you  said  that  if  these  iron  mines  which  were  developed  had 
not  been  developed  and  nobody  knew  whether  they  could  be  de- 
veloped or  not,  and  if  this  ore  which  was  being  used  was  in  the  con- 
dition that  it  was  at  the  time  the  ore  was  discovered,  and  nobody 
knew  whether  it  could  be  used  or  not,  and  you  had  to  take  a  chance 
on  that,  and  if  it  took  you  two  years  or  three  years  to  construct  the 
road,  and  in  the  meantime  you  did  not  use  a  road  wliich  was  then 
being  used,  you  were  entitled  to  9  per  cent  on  your  money;  is  that 
correct  ? 

Mr.  Cotton.  You  have  not  stated  it  quite  correctly.  Take  the 
case  of  any  road — I  do  not  care  whether  your  traffic  was  there  or 
not,  or  whether  it  had  been  discovered,  or  whether  it  ran  out,  or 
whether  it  was  useful  or  not— ^any  piece  of  road.  The  engineers 
and  the  railroad  experts  and  the  operating  men  would  have  told 
you  that  if  the  problem  waS  to  reconstruct  that  road  new,  taking 
this  particular  property,  it  would  have  taken  three  ;^ears  to  do  it, 
and  it  would  have  been  idle  two  years;  and  only  your  operating 
expense  would  have  been  earned  the  last  year,  possibly;  atid  that 
you  were  entitled  in  the  whole  problem  to  consider  interest  for  half 
the  time,  at  6  per  cent.  So  they  hiade  that  schedule  on  that  basis, 
and  so  testified  as  to  the  Iron  Eange  road  in  that  case  and  said  the 
similar  conditions  on  the  Miasabe 

The  Chairman.  Then,  in  other  words,  these  items  made  a  road 
whiph  actually  cost  $4,000,000— this  road? 

Mr.  Cotton.  There  is  no  testimony  of  what  it  did  actually  tost. 

The  Chairman.  This  road  actually  cost,  according  to  this  state- 
ment here,  $4,834,986.01;  but  according  to  the  suppositious  case 
which  you  have  given  us — if  there  was  not  any  road  there,  and  it 
would  take  you  three  years  to  build  it— these  items  which  you 
imagine  might  have  occurred,  but  which  never  did  occur,  would 
have  made  it  cost  $6,036,750.55.    Is  that  correct? 

Mr.  Cotton.  If  the  chaJTman  will  pardon  me,  there  is  a  false  as- 
sumption in  yotir  question. 

The  Chairman.  I  do  not  want  to  make  any  false  assumption. 

Mr.  Cotton.  That  false  assumption  is  that  this  particular  road 
cost  that  amount  of  money.  That  is  the  cost  of  reproduction.  But 
interest  is  as  much  a  cost  as  any  other  item.  That  is  the  pOint.  So 
is  getting  the  money  as  much  a  cost  as  any  other  item.  That  is 
discount.  See  what  a  tremendous  discoiint  the  men  who  previously 
owned  that  road  paid..  They  gave  Donald  Grant  and  his  syndicate 
associates  $1,200,000  fully  paidstock  and  the  same  amount  m  bonds 
for  what  they  have  stated  in  the  record  to  you  cost  lliem  $660,000. 
There  is  your  discount  on  construction. 

Mr.  Be  ALL.  That  is  just  a  liberal  watering  of  the  stock? 


2276  UNITED   STATES  STEEL.   COBPOKATION. 

Mr.  Cotton.  A  discount  is  a  little  different  from  water.  There 
is  a  case  of  considerable  water,  and  here  is  the  average  discount. 
Men  may  differ  on  that.     I  beg  your  pardon,  Mr.  Chairman. 

Mr.  Baetlett.  Do  I  understand  that  your  theory  is  that  as  a 
basis  of  charging  the  public  for  transportation  rates,  there  ought 
to  be  taken  in  as  reasonable  items  extravagant  and  extortionate 
charges  made  in  the  way  you  have  suggested? 

Mr.  Cotton.  May  I  say,  Judge,  that  that  is  not  the  real  question 
here  ? 

Mr.  Baetlett.  I  simply  want  to  know  what  your  theory  is. 

Mr.  Cotton.  The  question  here  is  this :  These  charges  were  made, 
and  they  were  sworn  to.  Men's  minds  may  differ  as  to  whether 
those  charges  are  reasonable  or  not.     They  are  very  current. 

Mr.  Baetlett.  I  was  trying  to  get  at  a  general  basis  which  you 
believed  to  be  the  law  upon  which  to  base  freight  charges  to  the 
public. 

Mr.  Cotton.  The  courts  have,  in  different  cases,  as  the  Judge 
probably  knows 

Mr.  Baetlett.  I  think  I  do;  yes. 

Mr.  Cotton  (continuing).  They  have  allowed  10  and  11  per  cent 
for  administration  and  contingencies.  They  have  allowed  interest 
on  the  theory  that  you  were  earning  nothing  in  the  first  period, 
and  they  have  allowed  a  reasonable  discount  for  raising  that  money. 
The  courts  have  differed  as  to  what  those  quantities  might  be,  like 
individuals   do.     The  principle  is  well-established,   however. 

Mr.  Baetlett.  But  I  do  not  think  the  Supreme  Court  of  the 
United  States  has  differed  about  its  rule,  commencing  with  the  early 
case  of  Smith  v.  Ames,  in  which  Judge  Harlan  gave  his  opinioti 
as  to  what  was  the  rule  by  which  railroads  were  to  be  governed  in 
determining  whether  their  charges  were  reasonable  or  not,  and  what 
was  to  be  taken  into  consideration.  According  to  my  recollection  of 
that  decision,  no  suggestion  was  made  that  m  order  to  pay  stock- 
holders dividends,  or  in  order  to  prevent  promoters  or  stockholders 
in  building  a  railroad  from  losing  money,  the  public  had  to  be 
charged  an  excessive  rate  in  order  to  compensate  stockholders 
either  for  the  loss  of  dividends  or  for  extravagant  charges  in  the 
borrowing  of  money. 

Mr.  Cotton.  Of  course  Mr.  Billson,  in  his  cost  of  reproduction 

Mr.  Baetlett.  I  do  not  understand  that  to  be  the  rule,  and  that 
is  the  reason  I  am  asking  you  the  question. 

Mr.  Cotton.  I  understand  perfectly.  Of  course  the  real  question 
here  is  this :  These  particular  figures  were  made  by  these  experts  and 
were  sworn  to  by  these  experts.  I  did  not  add  them.  I  did  not 
cause  Martz  to  put  them  in,  nor  did  I  put  them  in.  That  is  the 
point  here. 

Mr.  Baetlett.  I  did  not  ask  the  question  for  the  purpose  of  dem- 
onstrating the  affirmative  or  the  negative  of  that. 

Mr.  Cotton.  I  understand. 

Mr.  Baetlett.  But  part  of  the  duty  of  this  committee  is  to  ascer- 
tain whether  or  not  the  rates  now  charged  are  exorbitant,  or  whether 
we  have  any  recommendation  to  make  with  reference  to  changing  the 
practice  of  these  railroads  if  they  do  not  meet  the  approval  ox  the 
committee  or  the  law.  The  other  question,  the  personal  one,  was,  I 
thought,  disposed  of. 
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Mr.  CoiTON.  Yes;  I  understand.  May  I  say  this  right  here, 
Judge;  Tn  Mr.  Billson's  sheet,  as  I  recall  it,  where  his  cost  of 
reproduction  appeared  there,  he  allowed  the  usual  percentage  for 
contingencies  and  legal  expenses,  administrative  and  engineering 
expenses,  and  an  interest  charge,  too;  but  I  do  not  recall  that  he 
allowed  anything  for  discounts  for  getting  the  money.  If  we  had 
gone  through  with  that  trial,  knowing  Mr.  Billson  and  his  astuteness 
and  his  great  learning  as  a  lawyer,  he  would  have  resisted  our  right 
to  have  those  discounts  inserted;  and  what  that  issue  would  have 
been  would  have  been  for  the  commission  to  determine. 
Mr.  Baetlett.  That  is  the  point. 
Mr.  Cotton.  Yes ;  that  is  the  point. 

Mr.  Baktlett.  But  my  question  was  not  in  relation  to  that  point. 
Your  point  is  that  this  was  a  fair  thing  to  do,  that  it  was  done,  and 

that  it  shows  that  there  was  no  intention 

Mr.  Cotton.  That  is  it  exactly.  It  was  done  under  the  current 
way  of  doing  those  things,  and  the  way  railroad  operatives  and 
railroad  engineers  and  railroad  financiers  figured  according  to  their 
customary  way  of  figuring  those  things,  and  was  submitted  in 
evidence. 

Mr.  Baetlett.  My  question  was  not  so  much  with  relation  to  this 
personal  explanation  of  these  things  that  have  gone  in  here  in  the 
testimony,  but  was  with  reference  to  the  general  principle. 

Mr.  Cotton.  If  you  want  my  personal  view,  I  say  the  time  has 
gone  by  for  watered  stocks.    That  is  where  I  stand. 

Mr.  Baktlett.  And  the  time  has  gone  by  for  putting  into  the 
value  of  a  railroad  watered  stocks  or  extravagant  charges  for  com- 
missions and  interest,  and  to  make  the  public  pay  on  that  in  the  form 
of  a  charge  for  carrying  freight? 

Mr.  Cotton.  Yes.  The  day  has  gone  by  for  land  grants  and 
watered  stocks,  and  it  ought  to  be.  In  the  pioneer  days  some  of  that 
was  necessary.  We  ought  to  call  it  a  closed  incident  from  that  point, 
however ;  and  from  now  on  we  ought  to  insist  that  there  should  not 
be  any  railroad  lines  built,  in  my  opinion,  into  country  that  will 
not  carry  a  railroad.  That  is  the  main  thing  to  start  with.  Let 
there  be  a  certificate  of  convenience  and  public  necessity  first.  Then 
it  is  easy  to  raise  the  money ;  and  when  you  have  the  money  raised, 
your  rates  are  reasonable,  because  they  are  based,  not  on  water,  but 
on  actual  cash. 
Mr.  Baetlett.  That  is  it.  .     ,,    .  ,  4. 

Mr  Cotton.  And  these  people  who  put  in  their  money  have  got 
a  railroad  and  an  asset,  because  it  has  first  been  determined  that  there 
is  a  necessity  for  the  railroad.    That  is  business.    That  is  my  personal 

^^Se  Chairman.  You  speak  here  of  the  cost  of  reproducing  equip- 
ment as  $1,627,009.97. 
Mr.  Cotton.  Yes,  sir.  ,  „      -,.         ^  ■    ■  j.     on 

The-  Chairman.  Then  you  add  for  discounts,  commissions,  etc.,  20 
percent — an  item  of  $298,000. 

Mr  Co-rroN.  That  is  the  same  point.  Let  me  go  a  little  further 
on  that.  First,  we  took  the  present  worth  of  the  equipment,  Mr. 
Stanlev  Will  you  be  good  enough  to  look  at  your  exhibit  again? 
You  will  see  there  that  when  we  had  Mr.  William  Smith,  the  super- 
intendent of  motive  power,  and  others,  appraise  the  value  ot  the 
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equipment,  over  in  the  corner  it  says:  "Cost  of  equipment,  $1,627,- 
009.97."  that  is  the  cost.  That  is  what  it  actually  cost— the  book 
cost,  dead  dollars. 

The  CiiAiRsiAN.  That  is  what  it  cost  to  buy  the  engines  and  rolling 
stock? 

Mr.  Cotton.  Cars  and  everything;  all  of  the  equipment. 

The  Chairiian.  The  entire  rolling  stock. 

Mr.  Cotton.  The  first  thing  those  gentlemen  did — Mr.  William 
Smith,  Mr.  Kreitter,  and  Mr.  D.  M.  Philbin,  men  posted  on  that 
subject,  whom  we  had  as  experts — was  to  discount  and  get  the  present 
worth  of  that — to  ascertain  what  it  was  worth.  It  was  not  &11  new. 
There  was  wear  and  tear  in  it.  So  they  put  the  nresent  wortii,  under 
the  item  of  cost  of  reproducing  equipment,  at  $1,491,720.  Th^Efi  is 
a  discount  of  $135,000.  the;5^  discounted  it  in  that  way  to  ascertain 
the  present  worth  of  tliat  equipment. 

The  Chairman.  To  .show  what  it  was  worth  then,  being  second- 
hand stock? 

Mr.  Cotton.  At  that  time.  Then  they  added  the  20  per  cent,  on 
the  same  theory  as  before — that  it  would  cost  that  much  to  raise 
the  money. 

The  Chairman.  It  would  cost  them  20  per  cent  on  the  money  they 
put  intp  those  cars? 

Mr.  Cotton.  To  raise  it ;  tq  buy  that  much  equipment,  if  you  had 
to  do  it,  and  buy  it  hew,  and  did  not  have  the  money — the  same  thing 
I  have  told  you  about  before. 

The  Chairman.  You  figured  that  it  would  cost 

Mr.  Cotton.  Of  coiirf^e,  you  do  not  mean  "I  fifi'ured";  you  mean 
these  engineers. 

The  Chairman.  I  do  not  mean  you ;  I  mean  the  company. 

Mr.  Cotton.  Yes. 

The  Chairman.  The  Minnesota  Iron  Co.  or  the  Superior  Consoli- 
dated Iroii  Mines  figured  that  it  would  cost  (hat  company,  whose 
principal  controlling  power  was  Mr.  Rockefeller,  20  per  cent  to  get 
this  $1,400,006  and  over  to  buy  railroad  rolling  stock? 

Mr.  Cottqn.  I  want  to  answer  that  by  saying  that  the  company 
did  not  consider  that. 

The  Chairman.  That  is  what  I  say. 

Mr.  Cotton.  These  men  that  we  liad  selected  to  value  this  property 
estimated  that  it  was  immaterial  whose  proeprty  it  might  be ;  that;  if 
they  had  to  go  out  and  get  $1,600,000  to  buy  "that  equipment,  then 
they  would  have  had  to  pay  about  20  per  cent  discount  for  the  money 
to  get  it.    The  men  estinfiated  that — Hot  the  company ;  the  witnesses. 

The  Chairman.  The  Superior  Consolidated  Iron  Mines,  or  those 
persons  in  its  employ 

Mr.  Cotton.  Anybody. 

The  Chairman  (continuing).  Its  experts  figured  that  if  somebjody 
else  other  than  this  rich  company  were  to  try  to  get  money  to  buy 
rolling  stock  they  would  have  to  pay  20  per  cent  ? 

Mr.  Cotton.  Anybody.     The  principle  applied  to  all. 

The  Chairman.  And  that  if  anybody  else  would  have  to  pay  it 
they  would  have  to  pay  it ;  and  they  charged  themselves  as  if  they 
had  borrowed  that  money  at  20  per  cent,  did  they  not  ? 

Mr.  Cotton.  That  is  the  customary  way  of  doing  it  on  a  suppo- 
sititious case. 
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The  Chaihman.  I  say  that  is  the  actual  way  they  did  it  this  time, 
is  it  not  ? 

Mr.  Cotton.  Oh,  no ;  they  never  did.    That  table  never  got  in. 

The  Chairman.  But  that  is  the  actual  way  they  figured  this  table 
of  costs? 

Mr.  Cotton.  They  figured  that  if  anybody  was  to  raise  that  amount 
of  money  to  buy  that  amount  of  equipment,  they  woiild  have  to  pay 
that  amount  of  disCiount  for  it.  It  is  a  purely  supposititious  case.  It 
is  a  question  of  opinion  as  to  whether  that  is  too  n;iiiGh  or  too  little. 

Mr.  Beall.  If  you  were  valuing  a  railroad,  looking  to  a  sale  of  it, 
do  you  think  it  wotlld  be  valued  in  that  way? 

Mr.  Cotton.  I  think  a  sound  railroad  man  would  take  that  into 
account  to  a  considerable  extent ;  a  certain  extent,  anyhow. 

Mr.  Beall.  Do  yOu  think  a  man  who  Was  contemplating  pur- 
chasing a  railroad  that  was  already  built  would  make  any  such  con- 
cessions ? 

Mr.  Cotton.  Oh,  no.  Necessarily,  if  he  were  a  shrewd,  sound, 
careful  business  man,  he  would  ta.ke  into  consideration  all  the  ele- 
meiits  of  cost,  whatever  they  inight  be,  like  an  architect's  fees  on  the 
plan  of  a  house — everything  right  down  the  line. 

Mr.  Beall.,  He  would  take  it  into  account  in  the  negotiations? 

Mr.  Cotton.  Certainly. 

Mr.  Beall.  But  would  he  pay  any  such  price  as  that  for  a  rail- 
road? 

Mr.  Cotton.  That  raises  a  little  different  problem.  He  would 
probably  proceed  on  the  theory  of  the  present  worth  of  the  railroad, 
would  he  not? 

Mr.  Beall.  Yes. 

Mr.  CoTtoN.  And  he  would  simply  have  to  take  it  on  the  basis  of 
present  worth.  He  would  say  to  himself :  '•  Here  is  a  toy  I  want. 
What  can  I  get  it  for?  I  want  to  get  it  as  cheaj^y  as  I  can."  He 
would  figure  on  the  present  worth.     It  is  a  question  of  barter. 

Mr.  Beall.  A  question  of  what  it  is  reasonably  worth  in  cash 
now? 

Mr,  Cotton.  Yes.    It  is  a  question  of  barter,  you  see. 

Mr.  Beall.  Do  you  not  think  that  would  be  a  right,  healthy  basis 
for  valttation  when  it  came  to  fixing  freight  rates  ? 

Mr.  Cotton.  That  is  a  matter  of  opinion.  Of  course  you  under- 
stand my  viewpoint. 

Mr.  Beall.  Is  not  that  your  opinion  ? 

Mr.  Cotton.  I  have  given  you  my  opinion:  That  if  I  had  the 
making  of  the  law  I  would  require  that  no  quasi-public  institution 
should  be  permitted  to  construct  lines  of  road  unless  there  was  a 
showing  before  the  Federal  Government,  where  interstate  traffic  was 
involved,  that  there  was  a  necessity  for  it;  and  then  I  would  insist 
that  those  railroads  should  be  built  for  cash.  You  might  allow  a 
small  amount  of  discount  for  securing  the  money  but  when  you  got 
through  your  rates  would  be  based  <in  practically  cost,  if  not  ahsolute 

cost. 
Mr  Beall.  That  is  vour  conception  of  what  the  proper  rule  w6uld 

be?  ~  .        ^. 

Mr.  Cotton.  Yes ;  that  is  my  notion  of  it. 

Mr.  Beall.  If  this  table  had  been  accepted  and  adopted  by  the 
Minnesota  railroad  and  warehouse  commission,  and  rates  had  been 
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fixed  for  this  road  upon  the  basis  of  the  representations  of  this  table, 
the  rates  would  not  have  been  adjusted  the  way  that,  in  your  opinion, 
they  should  be  adjusted? 

Mr.  Cotton.  I  should  like  to  hear  the  question  read,  if  you  please. 
Counsel  was  speaking  to  me  for  a  moment.    Will  you  repeat  it? 

Mr.  Beall.  According  to  the  statement  you  have  just  made  as  to 
what  you  think  ought  to  be  the  basis  for  the  fixing  of  rates,  if  the 
Minnesota  railroad  and  warehouse  commission  had  adopted  this  table 
as  its  basis  for  fixing  rates 

Mr.  Cotton.  It  would  not  have  done  so  in  the  first  place. 

Mr.  Beall  (continuing).  It  would  not  have  fixed  the  rates  upon 
the  basis  that  you  say  now  should  be  the  proper  basis  ? 

Mr.  Cotton.  That  is  my  view  at  the  present  time.  My  views  have 
changed.  May  I  say  this:  At  the  time  this  table  was  made,  it  was 
subject  to  cross-examination.  If  it  had  been  introduced  in  evidence, 
Mr.  Billson  would  have  gone  after  it  like  he  went  after  the  Iron 
Kange  estimates  on  the  same  point.  He  would  have  insisted  that 
those  commissions  should  come  off.  He  would  have  allowed  a  reason- 
able amount,  in  his  view,  but  he  would  have  been  just  as  far  from 
the  mark  as  we  were  the  other  way,  if  anything. 

Mr.  Baetlett.  What  do  you  think  the  court  would  have  done  ? 

Mr.  Cotton.  I  think  the  court  would  have  allowed  a  reasonable 
discoimt  at  that  time.  I  do  not  know  what  the  courts  would  allow 
now. 

Mr.  Mtjbrat.  The  question  was  as  to  the  then  state  of  the  law,  not 
our  economic  notions  about  it  to-day. 

Mr.  Cotton.  Yes.  My  economic  notion  of  the  thing  has  changed 
since  then. 

Mr.  Sterling.  Did  they  not  know  at  that  time  what  this  commis- 
sion was,  and  what  the  cost  of  getting  the  money  was  ? 

Mr.  Cotton.  Of  course,  they  would  have  had  an  opportunity  of 
getting  the  truth  and  the  facts.  It  never  got  to  that  issue.  Do  you 
not  see  that  it  did  not? 

Mr.  Sterling.  That  is  what  the  court  would  have  allowed — what 
it  actually  cost  ? 

Mr.  Cotton.  The  bare,  naked  fact  here  is  that  experts  and  railroad 
men  made  these  prices.  They  were  put  into  this  schedule.  They  were 
sworn  to,  though  the  issue  was  never  tried. 

Mr.  Beall.  As  I  understand  this  table,  it  represents  the  case  as  you 
had  it  prepared  to  present  to  the  Minnesota  railroad  and  warehouse 
commission  ? 

Mr.  Cotton.  If  we  had  finally  decided  that  we  wanted  to. 

jNIr.  Beall.  If  the  case  had  been  taken  to  them  ? 

^Ir.  Cotton.  Yes. 

Mr.  Beall.  That  would  have  been  about  the  case  you  would  have 
presented  ? 

]\Ir.  Cotton.  If  Mr.  BiUson  had  put  in  the  cost  of  reproduction, 
unquestionably  we  would  have  followed  it  up  with  that  as  Exhibit 
0-62. 

Mr.  Beall.  And  this  exhibit  would  have  represented  a  compila- 
tion of  the  testimony  of  your  expert  witnesses  ? 

Mr.  Cotton.  Certainly;  that  is  true;  and  we  would  have  under- 
taken to  sustain  it. 
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Mr.  Beall.  It  would  not  have  represented  the  testimony  of  any 
witnesses  except  your  witnesses? 

Mr.  Cotton.  And  the  Iron  Kange  witnesses. 

Mr.  Beall.  It  would  have  been  the  presentation  of  just  one  side 
of  the  case  ? 

Mr.  Cotton.  That  is  all ;  that  is  all ;  and  we  wpuld  have  done  our 
level  best  to  have  sustained  our  side  of  it. 

Mr.  Beall.  Naturally,  you  were  making  the  very  best  showing 
you  could  ? 

Mr.  Cotton.  Without  a  doubt  we  were. 

Mr.  Beall.  The  best  that  the  testimony  would  permit. 

Mr.  Cotton.  Yes;  and  we  were  intending,  of  course,  to  strenu- 
aaslj  urge  our  view  as  shown  on  that  paper. 

Mr.  Beall.  And  away  down  deep  in  your  heart  you  did  not  really 
expect  the  warehouse  commission  to  accept  entirely  the  statement  of 
your  experts? 

Mr.  Cotton.  Well,  you  know  a  lawyer  sometimes  becomes  more 
or  less  partisan.  We  had  all  these  Iron  Eange  people  and  the  inde- 
pendent people  and  all  our  own  people  saying  the  same  thing,  and 
I  think  I  was  pretty  thoroughly  convinced  in  those  days  that  that 
was  the  right  tiling  to  do.  With  the  general  shift  in  the  views  of 
the  country  nowadays,  I  have  shifted  my  position. 

Mr.  Bartlett.  You  took  pretty  good  care  to  get  out  on  another 
question  for  another  reason. 

Mr.  Mttrray.  We  did  not  get  out  of  this  case.  It  was  the  later 
case. 

Mr.  Bartlett.  The  commission  did  not  decide  this  case.  Before 
that  exhibit  was  offered,  you  raised  a  question  that  disposed  of  it. 

Mr.  Cotton.  We  had  another  point  back,  Judge,  viz,  that  this 
traffic  was  interstate  traffic.  We  were  like  all  careful  lawyers — at 
least,  we  thought  we  were  careful  lawyers. 

Mr.  Bartlett.  I  think  you  did  right. 

Mr.  Cotton.  We  were  intending  to  fight  this  right  down  the  line. 

Mr.  Bartlett.  I  think  you  did  right  as  a  lawyer. 

Mr.  Cotton.  We  had  very  astute  counsel  on  the  other  side,  and  we 
meant  to  be  alert  all  the  time. 

Mr.  Bartlett.  I  think  you  were. 

Mr.  Cotton.  Thank  you.  We  did  not  have  to  go  that  far.  It  was 
in  the  subsequent  case,  a  year  and  a  half  later  or  so — 1900 — that  we 
raised  the  question  and  won  on  it.  I  refer  to  the  question  of  inter- 
state commerce.    We  had  it  in  this  case,  of  course. 

Mr.  Bartlett.  But  for  some  reason  your  opponents  did  not  let  you 
show  your  hand? 

Mr.  Cotton.  They  did  not ;  that  is  the  fact. 

Mr.  Sterling.  When  did  the  steel  company  get  this  road  ? 

Mr.  Cotton.  In  the  spring  of  1901—1  think  m  April. 

Mr.  Reed.  May,  1901, 1  think. 

Mr.  Sterling.  Do  they  own  the  entire  stock  ? 

Mr.  Eeed.  I  think  so. 

Mr.  Sterling.  Do  they  own  both  of  these  roads  ? 

Mr  Cotton.  I  think  the  Iron  Range  road  is  owned  by  the  Minne- 
sota iron  Co.,  and  the  stock  of  the  Minnesota  Iron  Co.  is  controlled, 
I  think,  by  the  Federal  Steel  Co.    I  am  not  sure. 
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Mr.  Reed.  I  can  explain  it,  if  the  chairman  will  permit  me,  from 
the  evidence  that  is  already  in.  The  Minnesota  Iron  Co.  owns  all 
the  stock  of  the  Duluth  &  Iron  Eang6.  Its  stock  is  owned  by  ^e  Fed- 
eral Steel  Co.,  which  was  takeji  in  by  the  Uiiited  States  Steel  Cor- 
poration in  1901.  The  Consolidated  Iron  Mines  was  tak«i  in  about 
a  month  after  the  corporation  was  fornaed. 

Mr.  Cotton.  Although  the  contract  was  made  in  April. 

Mr.  Gardner.  You  say  "  the  Consolidated  Iron  Mines.  Do  you 
mean  the  Lake  Superior  Consolidated  Iron  Mines? 

Mr.  Eeed.  That  is  what  I  should  have  said.  I  did  not  speak  very 
distinctly. 

The  Chairman.  Right  in  that  connection,  I  should  like  to  have 
you  explain  to  the  committee  what  relation  the  Oliver  Iron  Mining 
Co.  holds  to  the  United  States  Steel  Corporation. 

Mr.  Reed.  The  Oliver  Iron  IVIining'  Co.  was  the  ore-mining  com- 
pany of  the  Carnegie  Steel  Co.  in  the  Northwest.  Some  time  after 
the  Steel  Corporation  was  formed  all  of  its  mining  properties  Were 
put  under  the  operation  and  control  of  the  Oliver  Co.  So  that 
to-day  it  is  the  only  active  operating  ore-mining  company  controlled 
by  the  Steel  Corporation. 

Mr.  CoTloN.  Although  in  that  day  it  was  absolutely  an  indejieiid- 
ent  company,  and  a  rival,  and  all  that  sort  of  thing,  of  both  these 
companies — both  the  Iron  Range  and  the  Mesaba. 

Mr.  Reed.  Oh,  yes. 

Mr.  Gardner.  How  did  it  get  into  the  Steel  Corporation? 

Mr.  Reed.  The  Oliver  Iron  Mining  Co.  ? 

Mr.  Gardner.  Yes. 

Mr.  Reed.  Five-sixths  of  its  stock  was  own^d  by  the  Carnegie 
interests,  and  ^vas  pUt  into  the  Carnegie  Steel  Co.,  which  was  origi- 
nally the  Carnegie  Co.  of  New  Jersey.    It  Came  in  in  that  way. 

Mr.  Gardner.  And  afterwards  it  was  taken  out  by  the  Steel  Cor- 
poration and  operated  separately? 

Mr.  Reed.  Oh,  no ;  not  by  any  means. 

Mr.  Gardner.  Is  it  to-day  operated  by  the  Carnegie  Co.  ? 

Mr.  Reed.  The  stbck  of  the  Oliver  Iron  ]Mining  Co.  to-day  is  Meld 
by  the  Carnegie  Steel  Co. 

Mr.  Gardner.  That  is  what  I  thought.  I  thoiight  I  umdierstdod  you 
to  say  that  it  had  been  taken  out  of  the  Carnegie  Steel  Co. 

Mr.  Reed.  I  did  not  mean  to  give  that  impression. 

Mr.  Gardner.  I  may  have  misunderstood  you. 

Mr.  Young.  You  did  not  complete  your  statement,  Mr.  Reed,  as 
to  the  other  sixth,  which  was  owned  by  Henry  W.  Oliver,  I  beiifeve, 
and  by  some  of  his  friends,  and  was  also  taken  into  the  Steel  Cor- 
poration later. 

Mr.  Reed.  3ily  recollection  is  that  the  remaining  sixth — and  I  think 
it  is  corroborated  by  Mr.  Herbert  Knox  Smim's  report — was  ac- 
quired directly  by  the  Steel  Corporation. 

Mr.  Young.  Through  Henry  W.  Oliver? 

Mr.  Reed.  From  Henry  W.  Oliver,  at  the  time  they  took  in  the 
remaining  sixth  in  the  Pittsburgh  Steamship  Co. ;  so  that  the  ccfrpo- 
ration  is  the  stocldioWer  to  the  extent  of  one-sixth,  while  the  Cfar- 
negie  Co.  is  the  stockholder  to  the  extent  of  five-sixths  of  each  of 
those  companies. 
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Mr.  Young.  But  the  Steel  Corporation,  directly  or  indirectly,  owns 
the  whole  thing? 

Mr.  Eeed.  The  whole  outfit. 

Mr.  Gaiudnee.  Mr.  Cotton,  in  response  to  a  (juestion  asked  by  Con- 
gressman Beall,  you  said  something  which  rather  implied  thiat  you 
thought  a  purchaser  of  a  railroad  or  other  industry  would  not  take 
into  account  all  these  various  items  of  cost  of  promotion. 

Mr.  Cotton.  I  think  I  said  later  that  he  would  consider  all  the 
elements  of  cost. 

Mr.  Gardner.  As  a  matter  of  fact,  is  not  what  a  purchaser  looks 
to  the  present  and  future  earning  capacity  of  the  property  he  buys, 
whatever  that  ma,y  be? 

Mr.  Cotton.  Yes ;  and  he  get's  it  as  cheaply  as  he  can. 

Mr.  Gardner.  Irrespective  of  what  it  may  cost? 

Mr.  Cotton.  That  is  true. 

Mr.  Gardner.  Unless  the  actual  amount  of  capital  invested  is  so 
small  that  the  cost  of  building  a  competitive  organization  would  also 
be  small,  or  that  there  would  be  a  Government  attack  of  some  sort  ? 

Mr.  Cotton.  I  think  that  is  quite  true.     That  is  my  belief. 

Mr.  Gardner.  To  revert  once  more  to  that  matter  on  which  I  was 
examining  you  this  morning,  which  has  been  held  to  be  germane  to 
this  whole  thing,  and  certainly  is  very  interesting:  During  your 
connection  with  the  Duluth,  Mlssabe  &  Northern,  and  its  successor, 
the  Consolidated 

Mr.  Cotton.  No;  not  its  successor. 

Mr.  Gardner.  Its  absorber,  then. 

Mr.  Cotton.  Its  owner. 

Mr.  'Gardner.  Its  owner — ^you  became  counsel  afterwards  for  the 
Consolidated  Iron  Co.? 

Mr.  Cotton.  I  became  counsel  for  the  Lake  Superior  Consolidated 
Iron  Mines  on  the  6th  of  February,  1894.  Prior  tO  that  time  I  had 
nothing  whatever  to  do  with  either  the  New  York  &  Missabe  Iron 
Co.,  the  Wisconsin  company,  or  with  the  Lake  Superior  Consolidated 
Iron  Mines,  the  New  Jersey  company. 

Mr.  Gardner.  But  you  were  counsel  for  the  Duluth,  Missabe  & 
Northern  from  some  date  in  1893  ? 

Mr.  Cotton.  I  was  counsel  from  May,  1893,  until  May  1,  1909,  as 
I  told  you,  for  the  Missabe  road;  and  1  was  counsel  in  1893  for  vari- 
ous local  Minnesota  companies,  like  the  Mountain  Iron,  the  Biwabik, 
and  the  Mesaba  Mountain  Iron  Co.     That  was  all. 

Mr.  Gardner.  It  is  either  a  matter  of  evidence,  or  perhaps  a  matter 
of  statement  given  out  by  Mr.  Rockefeller— at  all  events,  probaibly  it 
will  not  be  disputed — that  at  the  time  the  final  arrangement  was 
made  by  which  the  Messrs.  Merritt  transferred  90,000  shares  of 
stock  in  the  Consolidated  Iron  Mines  to  Mr.  Eockefeller's  ownership, 
there  was  an  option  of  repurchase  given  of  55,000  of  those  shares  at  a 
valuation  of  $10  a  share.  It  is  also  a  matter  either  of  record  or  of 
undisputed  statement  that  in  lieu  of  exercising  that  option,  for  what- 
ever reason,  it  seemed  best  to  some  of  the  Merritt  brothers,  at  all 
events,  to  test  their  rights  in  the  courts.  They  tested  them  first  in 
some  court  which  sat  in  St.  Louis,  did  they  not? 

Mr.  Cotton.  They  first  tested  them,  or  some  of  them  did,  in  the 
district  court  of  St.  Louis  County,  Minn.— that  is,  Duluth. 
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Mr.  BBAiiL.  Do  you  mean  the  State  court  ? 

Mr.  Cotton.  In  the  State  court. 

Mr.  Gardner.  St.  Louis  County,  you  say?  That  is  where  I  was 
confused.    They  tried  the  matter  first  in  the  State  court? 

Mr.  Cotton.  Only  on  certain  phases  of  it. 

Mr.  Gardner.  That  is  what  I  am  coming  to.  Wait  a  moment. 
They  tried  it  first  in  a  State  court  in  St.  Loms  ? 

Mr.  Cotton.  No ;  St.  Louis  County,  Minn. 

Mr.  Gardner.  I  mean  St.  Louis  County,  Minn. 

Mr.  Cotton.  Yes,  sir. 

Mr.  Gardner.  Without  going  into  the  nature  of  the  suit — which  I 
will  come  to  later — that  resulted  in  the  awarding  to  the  Merritts  of 
$940,000;  did  it  not? 

Mr.  Cotton.  No.  The  litigation  in  St.  Louis  County  to  which  you 
refer  was  litigation  instituted  by  Hon.  Leonidas  Merritt  against  the 
Duluth,  Missabe  &  Northern  Railway  Co.  for  services  as  vice-presi- 
dent, director,  and  fiscal  agent  in  negotiating  this  Wetmore  deal.  As 
I  recall 

Mr.  Gardner.  Wait  a  moment;  do  not  go  quite  so  fast.  What 
was  this  suit  in-  St.  Louis  County,  Minn.? 

Mr.  Cotton.  That  was  an  action  brought  by  Mr.  Leonidas  Mer- 
ritt, I  believe,  in  May,  1894. 

Mr.  Gardner.  Before  this  option  had  expired? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  And  in  lieu  of  exercising  their  option? 

Mr.  Cotton.  Yes;  while  the  option  was  still  in  force. 

Mr.  Gardner.  Wliile  the  option  was  pending? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  They  brought  suit? 

Mr.  Cotton.  Hon.  Leonidas  Merritt  brought  that  action. 

Mr.  Gardner.  He  brought  that  action  against  whom? 

Mr.  Cotton.  Against  Sie  Duluth,  Missabe  &  Northern  Railway 
Co. 

Mr.  Gardner.  Alleging  what? 

Mr.  Cotton.  He  alleged  that,  as  vice  president,  director,  and  fiscal 
agent,  he  had  made  the  Wetmore  deal  for  the  company,  rendered 
invaluable  service,  and  sued  upon  a  quantimi  meruit  for  his  services 
in  a  large  sum  of  money ;  how  much  I  can  not  now  recall.  This  is 
all  new  to  me.  I  came  here,  of  course,  Mr.  Gardner,  to  answer  the 
imputation  upon  my  own  honor ;  and,  of  course,  I  should  prefer  not 
to  get  into  other  people's  controversies  when  both  sides  are  quite 
capable  of  taking  care  of  themselves.  But  if  you  ask  the  question, 
I  am  bound  as  a  witness,  of  course,  to  answer  to  the  extent  of  my 
ability  and  to  the  extent  of  my  recollection,  and  I  take  pleasure  in 
doing  so. 

Mr.  Gardner.  I  have  no  desire  to  ask  the  witness  any  questions  on 
this  subject  that  he  does  not  desire  to  answer.  My  only  point  in 
asking  the  question  is  this 

The  Chairman.  I  think  the  question  is  entirely  pertinent. 

Mr.  Cotton.  T  shall  be  very  glad  to  answer  the  question.  This 
action  was  brought  by  Hon.  Leonidas  Merritt  against  the  Duluth, 
Missabe  &  Northern  Railway,  according  to  my  recollection,  in  May, 
1894,  alleging  that  he  had  been  vice  president  up  to  February  6, 
1894,  of  the  railroad  and  was  vice  president  of  the  railroad  during 


UNITED   STATES   STEEL   CORPORATION.  2iib5 

the  year  1893;  that  he  had  served  as  director;  that  he  had  been  fiscal 
agent  of  the  company  and  had  negotiated  the  Wetmore  deal  and 
had  raised  large  sums  of  money  for  the  company  during  those 
troublous  tinies  of  1893 ;  that  he  was  entitled,  upon  a  quantum  meruit, 
to  a  large  stipend  as  compensation.  I  have  forgotten  what  it  was, 
but  many  thousands  of  dollars.  I  had  offered  my  resignation  on  the 
6th  of  February,  1894,  when  the  Eockefeller  interests  took  control  of 
the  company.  The  Merritts  had  this  option  to  redeem  55,000  of  their 
shares,  and  as  I  had  put  that  road  safely  through  and  kept  it  from 
receivers'  hands,  etc.,  during  that  awful  panic  of  1893,  the  Merritts, 
expecting  that  they  would  redeem  the  stock  within  the  year,  asked 
me  to  remain.  Likewise  Mr.  Murray  asked  me  to  remain,  and  I  con- 
sented to  remain  as  counsel,  and  was  elected  counsel  of  the  Consoli- 
dated Mines  at  the  same  time,  not  having  been  such  before.  In 
May,  two  or  three  months  later,  Hon.  Leonidas  Merritt  brought  this 
action  against  the  railway  company  and  forced  the  issue.  As.  the 
attorney  of  the  railroad  company  I  had  to  come  and  help  defend  the 
action.  We  went  to  a  jury  verdict.  Mr.  Murray  and  I  tried  the 
case  for  the  defendant,  and  the  case  was  decided^  and  Mr.  Merritt 
got  _  a  jury  verdict  of  $12,500.  At  the  same  time  he  brought  two 
similar  actions.  That  was  less  than  a  quarter  of  what  he  claimed, 
however.  That  was  the  jury's  verdict.  He  brought  two  similar 
actions,  one  against  the  Mountain  Iron  Co.,  and  the  other  against 
the  Biwabik  Mountain  Iron  Co.,  which  were  two  of  the  local  com- 
panies in  Minnesota  that  I  represented,  claiming  the  same  thing — 
quantum  meruit  for  services  rendered  in  this  capacity  of  fiscal 
agent,  etc. 

In  one  of  those  cases,  whether  it  was  the  Biwabik  or  the  Mountain 
Iron  Co.  case  I  do  not  now  recall,  the  jury  gave  him  $500.  The 
third  case  was  not  tried.  Mr.  Murray  and  I  appealed  the  $12,500 
railway  case  to  the  supreme  court. 

Mr.  Gardner.  The  Supreme  Court  of  Minnesota? 

Mr.  Cotton.  The  Supreme  Court  of  Minnesota.  In  the  fall,  some- 
time in  October  of  the  same  year,  1894,  Mr.  Merritt's  brother,  Mr. 
Alfred  Merritt,  brought  an  action  against  Mr.  Eockefeller  and  Mr. 
Gates  in  the  district  court  of  Minnesota,  the  State  court.  I  was  called 
in  as  one  of  the  counsel  with  Mr.  Murray  in  that  case.  We  removed 
that  case  to  the  United  States  court,  and  thereafter  it  was  prosecuted 
in  the  United  States  courts.  The  suit  went  to  trial  and  a  long  trial 
was  had. 

Mr.  Gardner.  Where? 

Mr.  Cotton.  In  Duluth. 

Mr.  Gardner.  In  what  court? 

Mr.  Cotton.  The  United  States  court.  Judge  Einer,  of  Wyoming, 
presided. 

Mr.  Gardner.  The  circuit  court  ? 

Mr.  Cotton.  The  United  States  district  court — the  Circuit  Court 
for  the  District  of  Minnesota.  Judge  Einer,  of  Wyoming,  was  sent 
on  to  try  the  case.  Mr.  Billson — this  same  gentleman  we  have 
spoken  of — had  brought  a  case  about  the  same  time  or  a  little  earlier 
against  the  Lake  Superior  Consolidated  Iron  Mines,  involving  the 
McKinley  mine  and  alleging  deceit  in  it  and  wanting  $640,000  dam- 
ages. We  had  that  case  pending,  which  we  likewise  moved  to  the 
Federal  court.    That  case  was  tried  first  in  Ma.y,  1895.    Then  we 


2286  TNITED   STATES   STEEL,   COBPOBATION. 

foUo-vyed  it  up  immediately  with  this  big  Merritt  suit.  The  jury 
disagreed  in  tTie  McKinley  mine  suit. 

Ikfe.  Gardner.  It  was  on  a  transfer  of  a  jury  verdict? 

Mr.  Cotton.  No;  it  was  a  transfer  of  an  action  commenced  in  the 
State  court  of  Minnesota 

Mr.  Gardner.  In  which  there  had  been  a  jury  verdict? 

Mr.  GoTTON.  No  j  no  verdict.    We  will  come  to  that. 

Mr.  Bakit-ett.  You  do  not  mean  a  transfer;  you  mean  a  removal? 

Mr.  Cotton.  A  removal,  not  a  transfer ;  yes.  I  was  trying  to  make 
it  clear  in  common  parlance. 

Mr.  Gardner.  I  am  not  a  lawyer. 

Mr.  Cotton.  The  judge  and  I  would  say  it  was  removed. 

Mr.  Gardner.  It  was  removed  to  what? 

Mr.  Cotton.  It  was  removed  from  a  State  court,  under  the  law,  to 
the  Federal  court,  on  the  ground  of  diversity  of  citizen^ip. 

Mr.  Gardner.  What  suit  was  that? 

Mr.  Cotton.  That  was  the  suit  brought  by  Alfred  Merritt  against 
Mr.  Eockefelier  and  Mr.  Gates,  aUeging  deceit  and  fraudulent  repre- 
sentations inducing  to  the  contract  of  August  28,  1893. 

Mr.  Beall.  Which  contract  was  that? 

Mr.  Cotton.  The  one  under  which  there  was  this  consolidation  of 
these  mining  interests  on  the  Mesaba  Range  and  the  Duluth,  Missabe 
&  Northern  Railway  Co. 

Mr.  Gardner.  Not  the  contract  by  which  90,000  shares  were  turned 
over  to  Mr.  Rockefeller  on  what  Mr.  Rockefeller  alleged  to  be  a  sale? 

Mr.  Cotton.  Oh,  no.    It  had  nothing  to  do  with  that. 

Mr.  Gardner.  This,  then,  that  you  are  now  speaking  of,  was  a 
suit  alleging  fraud  and  deceit 

Mr.  Cotton.  Against  Mr.  Eockefelier. 

Mr.  Gardner.  On  the  part  of  Mr.  Gates  and  Mr.  Rockefeller? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  In  the  way  of  representations  made  which  had  led 
to  the  formation  of  the  Consolidated  Iron  Mines? 

Mr.  Cotton.  No  ;  which  had  led  to  the  Consolidated  Min6s  agree- 
ing to  purchase  from  Mr.  Rockefeller  certain  minority  holdings  he 
had  in  certain  iron  companies  up  in  Judge  Young's  district  and  in 
other  places  in  the  country. 

Mr.  Gardner.  In  other  Avords,  protesting  against  Mr.  Rockefeller's 
contribution  to  the  Consolidated  Iron  Mines? 

Mr.  Cotton.  Yes ;  asserting  that  what  he  put  in  was  valueless. 

Mr.  Gardner.  On  the  ground  that  they  were  not  worth  what  they 
were  alleged  to  be  worth,  and  that  fraud  entered  into  the  transac- 
tion?    Is  that  it? 

Mr.  Cotton.  And  that  the  consolidated  stock  had  been  depressed 
to  the  extent  of  the  water  put  in  by  Mr.  Rockefeller  in  putting  in 
these  worthless  securities. 

Mr.  Gardner.  And  that  in  consequence  of  Mr.  Rockefeller's  put- 
ting in  this  alleged  worthless  stun,  their  property,  to  wit,  their 
shares  in  the  Consolidated  Iron  Mines,  had  been  unduly  depressed, 
and  therefore  they  were  entitled  to  the  difference  in  value  between 
what  the  shares  ought  to  have  been  worth  and  what  they  actually 
were  worth? 

Mr.  Cotton.  True. 

Mr.  Gardner.  Is  that  the  contention  thev  made? 
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Mr.  Cotton.  Yes ;  that  is  absolutely  correct. 

Mr.  Gardner.  Now,  go  on. 
XI  ""^-f;  90TTON.  The  case  went  to  a  jury,  after  the  iury  disagreed  in 
the  McKmley  Mine  case.  * 

Mr.  Gardner.  A  jury  where? 

Mr.  Cotton.  A  jury  at  Duluth,  in  the  Federal  court,  selected  mis- 
cellaneously all  over  the  State  of  Minnesota. 

Mr.  Gardner.  I  understand. 

Mr.  Cotton.  That  case  was  tried,  and  well  tried,  and  we  got 
hcked.  '  ^ 

Mr.  Gardner.  What  was  the  verdict  against  you  ? 

Mr.  Cotton.  A  verdict  of  $940,000.    They  sued  for  over  $1,250,000. 

Mr.  Gardner.  Is  the  record  in  that  case  in  evidence  before  this 
committee? 

Mr.  Cotton.  I  do  not  know. 

The  Chairman.  I  have  the  record.    We  can  get  it. 

Mr.  Cotton.  I  do  not  Imow  anything  about  that. 

Mr.  Gardner.  Can  you  state  substantially,  as  far  as  it  is  possible, 
what  the  contention  of  the  Merritts'  counsel  was  ? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  Or  what  the  judge's  charge  was  to  the  jury  ? 

Mr.  Cotton.  Oh,  I  could  give  you  a  dissertation  for  several  days 
on  that  subject  if  you  wanted  it. 

Mr.  Gardner.  Tdl  me  how  they  arrived  at  the  amount  of  $940,000. 

Mr.  Cotton.  I  will  make  it  very  short  if  you  want  me  to. 

Mr,  Alfred  Merritt  sued  for  one  million  two  or  three  himdred 
thousand  dollars  damages.  Mr.  Leonidas  Merritt  had  an  equal 
amoimt  that  he  could  have  sued  for,  and  the  others  of  the  family 
lesser  amounts,  as  I  understood.  Alfred  Merritt's  suit  was  the  test 
case.  The  suit  was  brought  by  very  able  counsel — ^by  Col.  A.  A. 
Harris  and  Mr.  J.  L.  Washburn  and  Mr.  Baldwin,  and  a  good 
many  others.  Their  claim  was  that  Mr.  Gates,  as  the  agent  of  Mr. 
Rockefeller,  had  represented  these  Penokee-Gogebic  properties  as 
gilt  edged,  dividend  payers,  and  so  on.  In  short,  they  had  three 
or  four  alleged  misrepresentations  of  fact,  so  that  there  was  an 
issue  there — a  jury  issue.  Of  course,  Mr.  Gates  and  Mr.  Eockefeller, 
after  the  removal  of  the  case,  joined  in  the  issue  with  denials.  Then 
the  action  was  dismissed  as  to  Mr.  Gates  and  stood  alone  as  to  Mr. 
Rockefeller.  Testimony  was  taken  and  a  trial  was  had.  The  court 
gave  us  15  minutes  to  argue  a  motion  to  direct  a  verdict,  after  try- 
ing the  case  for  nearly  three  weeks  on  legal  grounds.  We  thought 
we  were  right;  we  will  let  it  pass  at  that.  The  case  was  submitted  to 
a  jury,  and  the  jury  went  out,  took  the  average  of  12,  and  found 
$940,000  against  us. 
Mr.  Gardner.  Did  that  $940,000  apply  merely  to  one  suit? 
Mr.  Cotton.  It  applied  to  Alfred  Merritt's  suit  alone. 

Mr.  Gardner.  If  it  had  applied  to  all  who  might  have  joined,  all 

who  were  owners  of  the  90,000  shares  that  had  been  sold 

Mr.  Cotton.  Oh,  it  would  have  run  into  several  million  dollars. 
Mr.  Gardner.  Have  you  any  idea  how  many  million  dollars  it 
might  have  gone  into  ? 

Mr.  Cotton.  No.    I  should  say,  roughly,  ten  or  twelve  millions. 
Now  let  me  give  you  the  crux  of  the  whole  case. 

17042— No.  32—11 5 
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Mr.  Gardner.  Wait  a  moment.  You  are  going  too  fast  for  me. 
Remember,  I  am  not  a  lawyer. 

Mr.  Cotton.  If  I  may  be  permitted  to  say  so,  you  are  showing  a 
great  deal  of  legal  instinct,  if  I  am  a  judge. 

Mr.  Gardner.  Now  go  on. 

Mr.  Cotton.  The  crux  of  that  case  was  this :  Mind  you,  the  claim 
was  fraud,  inducing  to  the  signing  of  the  contract  of  August  28, 
1893.  The  court  held  in  that  case  that  Mr.  Rockefeller  was  estopped 
to  deny  the  values  fixed  by  the  contract  that  was  attacked — $50  a 
share.  I  want  you  to  get  this.  The  court  held  in  that  case  that  Mr. 
Rockefeller  was  estopped  in  law  to  dispute  the  value  of  $50  a  share 
fixed  as  the  price  of  the  Consolidated  stock;  but  that  the  Messrs. 
Merritt,  on  the  other  hand,  were  not  estopped,  but  they  could  show 
the  real  value  of  the  stuff  Mr.  Rockefeller  turned  in.  We  were  fixed ; 
we  were  tied.    We  could  not  disput  the  contract. 

Mr.  Murray.  And  the  court  excluded — ^may  I  interrupt  for  a  mo- 
ment? 

The  Chairman.  I  would  rather  you  would  not. 

Mr.  Murray.  Very  well,  Mr.  Chairman. 

Mr.  Cotton.  It  excluded  our  offers  on  the  point,  and  held  we  were 
estopped  to  dispute  the  value  of  $50  a  share  on  the  Consolidated  mine 
stock,  but  that  the  Messrs.  Merritt  could  show  that  the  stuff  Rocke- 
feller put  in  was  valueless. 

Mr.  Bartlett.  You  are  speaking  of  the  value  of  the  stock  as  fixed 
by  whom? 

Mr.  Cotton.  By  the  contract,  the  original  agreement,  which  pro- 
vided that  the  stock  was  to  be  turned  in  on  the  basis  of  $50  a  share. 

Mr.  Bartlett.  That  agreement  was  signed  by  Mr.  Rockefeller? 

Mr.  Cotton.  Yes;  and  by  all  the  Merritts. 

Mr.  Murray.  And  that  the  Merritts  were  to  put  in  their  stocks  on 
the  exchange  basis  of  $50. 

Mr.  Gardner.  In  other  words,  similar  to  the  way  in  which  the 
Steel  Corporation  was  organized? 

Mr.  CftTTON.  Yes. 

Mr.  Gardner.  They  started  out  with  a  basis  of  valuation  ? 

Mr.  Cotton.  Certainly. 

Mr.  Gardner.  Everybody  had  their  proportional  share  of  that 
basis? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  "Whether  it  was  50  or  500  ? 

Mr.  Cotton.  "  That  was  the  basis  of  exchange. 

Mr.  Gardner.  That  was  the  basis,  on  an  estimate  of  $50  for  value? 

Mr.  Co'TTON.  For  exchange. 

Mr.  Gardner.  If  I  understand  you  correctly,  the  judge  instructed 
the  jury  to  the  effect  that  in  rendering  a  verdict  on  their  case  they 
must  consider  that  the  stock  was  worth  $50  a  share,  did  he  ? 

Mr.  CorroN.  Yes ;  the  Consolidated  Iron  Co.'s  stock. 

Mr.  Gardner.  That  the  Consolidated  Iron  Co.'s  stock  was  worth 
$50  a  share,  which  was  the  basis  of  the  original  agreement? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  And  that  all  their  duty  consisted  in  finding  how 
much  below  $50  a  share  the  stock  was  selling  at  ? 

Mr.  Cotton.  Yes ;  which  was  $10. 
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Mr.  Gardner.  Wait  a  moment ;  and  that  they  must  award  damages 
according  to  the  difference  between  $50  and  what  it  was  selling  at? 

Mr.  Cotton.  That  is  right. 

Mr.  Gardner.  They  found,  as  a  matter  of  fact,  that  it  was  selling 
at  $10  a  share? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  To  wit,  that  it  had  been  sold  by  Mr.  Eockefeller  for 
$10  a  share? 

Mr.  Cotton.  And  there  were  sales  in  the  market  everywhere  at 
$10  and  l«ss. 

Mr.  Gardner.  There  were  sales  besides  his? 

Mr.  Cotton.  Yes;  and  many  of  them. 

Mr.  Gardner.  Independent  sales? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  Not  forced  sales  ? 

Mr.  Cotton.  No  ;  lots  of  tliem  at  $8  and  $10— lots  of  them. 

Mr.  Gardner.  Therefore  the  jury  in  this  Federal  court 

Mr.  C/OnoN  (interposing).  Were  tied  up. 

Mr.  Gardner.  The  jury  in  this  Federal  court,  in  Duluth,  which,  I 
understand,  is  the  United  States  Circuit  Court  for  the  District  of 
Miiinesota,  decided  that,  inasmuch  as  Mr.  Eockefeller  had  made  cer- 
tain misrepresentations  and  had  put  in  certain  alleged  worthless 
securities,  therefore  those  persons  who  had  put  in  sound  securities 
and  held  stock  to  represent  them  were  entitled  to  the  difference  be- 
tween the  nominal  basis  of  $50  per  share  and  the  actual  price  for 
which  it  was  sold  by  Mr.  Eockefeller? 

Mr.  Cotton.  That  is  true;  and  they  prevented  Mr.  Eockefeller, 
upon  our  offers  of  proving  the  fact,  from  doing  so. 

Mr.  Gardner.  All  right.  On  that  state  of  facts  Mr.  Alfred  Merritt 
got  a  verdict  of  $940^000,  which  presumably  would  have  applied  pro 
rata  to  the  other  holders  of  the  option  from  Mr.  Eockefeller? 

Mr.  Cotton.  I  think  it  would. 

Mr.  Gardner.  Now,  we  have  completed  the  transaction  in  the 
United  States  Circuit  Court  for  the  District  of  Minnesota  ? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  What  happened  next? 

Mr.  Cotton.  We  took  an  appeal  from  the  judgment  and  went 
straight  to  the  United  States  Circuit  Court  of  Appeals  on  the  sole 
question  of  the  measure  of  damages,  claiming  that  it  was  wrong ;  that 
the  right  measure  of  damage  w.as  compensation  and  that  we  could 
not  be  held  to  that  value ;  that  we  had  a  right  to  show  the  actual 
value  and  show  the  actual  damage  to  these  men. . 

Mr.  Gardner.  Irrespective  of  the  nominal  valuation?  . 

Mr.  Cotton.  Irrespective  of  any  nominal  valuation  for  exchange 
purposes  fixed  by  the  contract — that  we  had  a  right  to  show  the  real 
truth  and  the  real  values,  and  that  if  the  jury  found  that  these  men 
were  right  as  to  the  question  of  fact  as  to  whether  there  were  these 
misrepresentations  or  not,  we  had  a  right  to  have  applied  the  right 
measure  of  damages,  which  was  compensation  for  the  daniage. 

Mr.  Gardner.  One  moment.  You  appealed  to  the  circuit  court  on 
the  question  of  law  ? 

Mr.  Cotton.  Yes.  . 

Mr.  YotJNG.  To  the  United  States  Circuit  Court  of  Appeals? 


2290  UNITED   STATES   STEEL  COBPOBATION. 

Mr.  Gardner.  To  the  United  States  Circuit  Court  of  Appeals,  I 
should  say? 

Mr.  Cotton.  On  a  question  of  law. 

Mr.  Gardner.  To  wit,  whether  you  were,  in  reality,  estopped  from 
showing  the  truth  ? 

Mr.  Cotton.  Yes ;  that  is  the  point. 

Mr.  Gardner.  And  that  case  proceeded? 

Mr.  Cotton.  And  was  argued  at  St.  Louis  in  1895  or  1896. 

Mr.  Gardner.  Without  a  jury,  the  question  being  one  of  law  only? 

Mr.  Cotton.  No  question  of  fact  came  up  in  that  kind  of  an 
appeal. 

Mr.  Gardner.  It  was  argued  before  the  court  ? 

Mr.  Cotton.  It  was  nrfiiu^A  before  three  judges — Hon.  Henry  C. 
Caldwell,  Judge  Thayer,  and  Walter  H.  Sanborn. 

Mr.  Gardner.  That  appeal  never  came  to  a  decision  ? 

Mr.  Cotton.  Yes;  it  did.  That  court  handed  down  a  unanimous 
decision,  holding  that  we  were  right  on  the  measure  of  damages,  and 
sending  the  case  biick  for  retrial. 

ivlr.  Gakdnkk.  To  the  Circuit  Court  for  the  District  of  Minnesota? 

Mr.  Con  ox.  To  tlie  Circuit  Court  for  tlic  District  of  .Minnesota. 

Mr.  Gardner.  What  was  the  next  step  ? 

Mr.  Cotton.  Later  on,  very  shortly  after  that,  negotiations  were 
opened  up,  and  under  those  negotiations  things  proceeded  to  an  end. 

Mr.  Gardner.  While  it  was  pending? 

Mr.  CoTTOX.  While  it  was  pending. 

Mr.  Gardner.  After  bein^r  sent  back? 

Mr.  Cotton.  Untried.  Negotiations  began  between  the  parties, 
and  that  suit  and  the  claims  of  all  the  Merritts  were  settled. 

Mr.  Gardner.  After  the  circuit  court  of  appeals  had  decided  the 
question  of  law  and  reversed  the  decision  of  the  lower  court  so  far 
as  the  law  was  concerned  and  sent  it  back,  negotiations  were  begun 
between  the  Merritts 

Mr.  Cotton.  Through  Mr.  J.  L.  Washburn,  their  counsel,  who 
was  a  very  able  lawyer  of  the  Northwest. 

Mr.  Gardner.  We  have  read  his  name  in  the  record;  I  believe  it 
was  "Jed." 

Mr.  Ccrrox.  Jed  Washburn. 

Mr.  Gardner.  Through  Mr.  Jed  "\A''ashburn,  representing  the  Mer- 
ritts, and  Mr.  ^Murray? 

Mr.  Cotton.  No;  I  think  he  f-urn'  to  me  and  wanted  to  know 
one  day  if  the  parties  could  get  together. 

Mr.  Gardner.  And  between  you,  in  the  first  instance,  representing 
Mr.  Eoclvefeller,  and  Mr.  Jed  Washburn,  representing  the  Merritts, 
negotiations  were  begun  for  settling  that  suit? 

Mr.  CoiTON.  Not  only  that  suit,  but  the  claims  of  all  the  others. 

Mr.  Gardner.  Not  only  for  settling  that  suit  of  Mr.  Alfred  Mer- 
ritt's,  but  the  claim  of  any  other  Merritt  or  Merritt  interest  that 
might  choose  to  come  in? 

Mr.  CoTiox.  That  is  my  recollection  of  it. 

Mr.  Gardner.  Go  on. 

Mr.  Cotton.  I  telegraphed  Mr.  Murray.  He  telegraphed  me 
back;  and  the  substance  of  it,  I  think,  is  in  the  record.  I  am  not 
sure  of  that,  however. 
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Mr.  MtJRHAr.  It  is  not  in  this  record,  but  the  telegrams  have  been 
published. 

Mr.  Cotton.  Anyhow,  Mr.  Murray  came  back  and  said  tliat  there 
must  be  a  retraction  of  the  claim  of  fraud,  the  charges  of  fraud, 
before  they  could  settle  it.    Later  on  they  got  together  and  settled  it. 

Mr.  Gardner.  They  settled  it  for  $525,000  and  a  disclaimer  of 
fraud  on  the  other  side? 

Mr.  Cotton.  Yes.    I  was  not  present. 

]Mr.  Gardner.  And  that  disclaimer  of  fraud  is  what  has  been  pre- 
sented to  this  committee? 

Mr.  Cotton.  I  so  understand.  I  did  not  come  to  New  York.  Mr. 
Washburn  and  the  various  Merritts,  or  some  of  tliem,  came  to  New 
York  and  settled  it. 

Mr.  Gardner.  As  I  undei-stand  you,  that  disclaimer  of  fraud  re- 
lated to  the  question  as  to  whether  or  not  Mr.  Eockefeller  had  put 
in  his  properties  in  Michigan  at  a  false  valuation? 

Mr.  Cotton.  In  Michigan  and  elsewhere. 

Mr.  Gardner.  His  properties  in  Michigan  and  elsewhere  at  a 
false  valuation? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  But  it  in  no  way  related  to  the  question  of  whether 
Mr.  Gates  or  INIr.  Rockefeller  had  made  fraudulent  representations 
to  the  jNIerritts  at  the  time  when  the  IMorritts 

^Ir.  Cotton.  Oh,  yes;  it  did. 

Mr.  Gardner.  That  is  what  I  want  to  get  at. 

Mr.  Cotton.  It  withdrew  aU  of  those  allegations. 

Mr.  Gardner.  Let  me  complete  my  question,  and  then  you  can 
answer  it  by  a  contradiction.  But  it  in  no  way  related  to  the  frauds, 
alleged  before  this  committee  recently  by  ^Ir.  ilerritt.  as  to  the  rep- 
resentations made  to  him  by  Mi*.  Gates  and  'Mi:  Eockefeller  at  the 
time  Mr.  Merritt  was  trying  to  borrow  money  in  New  York  by  the 
continual  pledging  of  such  securities  as  he  had  at  his  disposal? 

Mr.  Cotton.  Of  course  that  paper  will  speak  for  itself;  but  my 
recollection  is  that  it  covered  not  only  Mr.  Rockefeller  but  Mr.  Gates 
and  anybody  else. 

Mr.  iijARDNER.  I  am  quite  sure  that  it  is  general  in  its  terms,  but 
what  I  was  trying  to  get  at  was  this 

Mr.  Cotton.  It  ccners  any  agent  or  representative  of  !Mr.  Rocke- 
feller as  well  as  Mr.  Rockefeller  himself. 

ilr.  Gardner.  It  covers  in  terms  the  question  of  both  transactions 
witliout  a  doubt.  But  the  frauds  that,  had  been  alleged  in  court, 
the  frauds  that  had  been  alleged  publicly,  prior  to  the  signing  of 
that  paper,  dealt  exclusively  with  the  alleged  misrepresentations  in 
putting  the  property  into  the  Consolidated  Iron  Co.  ? 

Mr.  Cotton.  Oh,  it  covered  them  all,  generally.  I  have  seen  it. 
It  was  sent  to  me  at  Duluth  after  the  adjustment.  I  think  it  was 
filed  in  the  case  upon  direction  of  Mr.  Murray,  and  it  is  general.  It 
covered  evervbody  and  all  claims  at  any  time  in  any  of  the  negotia- 
tions.   It  bears  that  construction,  and  that  is  the  fact. 

Mr.  Gardner.  The  chairman  has  the  record  in  the  original  case  be- 
fore the  circuit  court  for  the  district  of  IMinnesota,  and  I  hope  he 
will  put  it  in  evidence. 
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The  Chaibman.  Mr.  Gardner,  I  will  submit  that  record  to  you, 
certainly.  It  is  an  enormous  volume.  It  must  contain  1,500  pages. 
Mr.  Merritt  brought  that  record  down  here  with  him. 

Mr.  Cotton.  The  retraction  is  on  page  1923. 

Mr.  Gardner.  How  about  the  record  of  the  circuit  court  of  ap- 
peals, at  St.  Louis,  returning  the  case  to  the  district  court?  Is  that 
in  evidence,  too? 

The  Chairman.  I  am  not  advised  as  to  that. 

Mr.  Bartleit.  That  can  be  found,  I  think,  in  the  decisions  of 
the  circuit  court  of  appeals,  in  the  Library. 

Mr.  Cotton.  Yes;  it  is  the  case  of  Rockefeller  v.  Merritt. 

Mr.  Beall.  I  read  that  case,  and  I  thought  it  was  a  very  good  case 
for  Mr.  Eockefeller. 

Mr.  MtTRRAT.  As  you  know,  they  reverse  the  names  on  a  writ  of 
error. 

Mr.  Beall.  I  think  it  will  be  a  very  good  idea  to  have  the  report 
of  that  case  in  the  opinions  of  the  circuit  court  of  appeals  go  in  the 
record. 

Mr.  MuRRAT.  Judge  Sanborn  wrote  the  opinion. 

Mr,  Gardner.  I  should  like  to  have  Judge  Sanborn's  opinion  go 
in  the  record,  if  it  is  not  too  long.     Do  you  know  the  volume  ? 

Mr.  Murray.  I  will  furnish  it  to  you. 

Mr.  CoTTdx.  We  shall  be  very  glad  to  give  you  the  citation  and 
save  you  looking  it  up.    I  can  not  recall  it  now. 

The  Chairman.  I  will  talk  over  that  matter  with  you,  Mr.  Gard- 
ner, and  I  think  that  in  that  connection  we  can  put  in  any  other 
matters  in  this  record  that  we  think  are  pertinent. 

Mr.  Gardner.  How  long  is  that  opinion  ? 

Mr.  Beall.  Oh,  it  is  not  very  long — for  or  five  or  six  pages. 

Mr.  Murray.  It  was  decided  on  the  9th  of  November,  1896. 

Mr.  Gardner.  I  am  so  unused  to  using  reference  books 

The  Chairman.  I  would  suggest  to  the  committee  that  in  puttinj 
parts  of  this  record  in  the  hearings  we  get  all  that  is  pertinent  an 
put  it  in  together. 

Mr.  Gardner.  All  right. 

Mr.  Cotton.  May  I  say  just  one  thing  to  Mr.  Gardner?  I  should 
like  to  put  in  the  record  the  fact  that  the  decision  in  the  United 
States  Circuit  Court  of  Appeals  was  handed  down  November  9,  1896. 
The  retraction  in  the  record,  on  page  1923,  as  to  which  you  have  been 
inquiring,  is  dated  Duluth,  Minn.,  January  22,  1897.  You  see,  that 
settlement  followed  very  quickly  after  that  decision. 

Mr.  Young.  The  retraction  is  in  our  record,  is  it  not? 

Mr.  Cotton.  Yes;  I  have  given  you  the  page  of  it. 

ilr.  Murray.  It  is  page  1923  of  your  record. 

Mr.  Gardner.  This  agreement  to  settle  the  suit  for  $525,000  re- 
ferred only  to  Mr.  Alfred  Merritt's  suit  ? 

Mr.  Cotton.  It  referred  to  everybody — all  the  Merritts  that  wanted 
to  join  in  it. 

Mr.  Gardner.  It  covered  them  all  ? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  Whereas  the  original  verdict  of  $940,000 

Mr.  Cotton.  That  was  as  to  Alfred  Merritt  alone — ^his  interests 
alone. 

Mr.  Gardner.  That  is  all,  Mr.  Chairman. 
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Mr.  Beall.  The  circuit  coiirt  of  appeals,  in  deciding  that  case,  held, 
Mr.  Gardner,  that  if  Merritt,  the  plaintiff,  was  entitled  to  anything 
at  all,  on  the  basis  of  calculation  that  they  approved  it  was  only 
about  $230,000. 

Mr.  Cotton.  I  do  not  believe  it  would  run  as  high  as  that — less 
than  that. 

Mr.  Beall.  Perhaps  less  than  that. 

Mr.  Cotton.  Yes ;  he  could  not  have  i«covered  as  much  as  that. 

Mr.  Gardner.  That  is,  the  circuit  court  of  appeals  went  into  the 
quantum  meruit? 

Mr.  Cotton.  Yes.  They  said,  "  Throw  out  all  that  Mr.  Rockefeller 
put  in  as  water — it  could  not  have  depressed  the  stock  more  than 
what  he  got  for  it.  Throw  it  all  out ;  therefore  the  depression  was 
what  he  got  for  nothing." 

Mr.  Bartlett.  And  they  gave  him  as  compensation  the  real  dajnaage 
he  suffered? 

Mr.  Cotton.  Yes;  that  is  it. 

Mr.  Bartlett.  That  is  the  rule. 

Mr.  Murray.  It  is  a  perfectly  good  rule. 

Mr.  Cotton.  They  said,  "  Treat  what  Mr.  Rockefeller  put  in  as 
absolutely  water;  he  got  all  that  for  ncrthing;  how  much  would  be 
Mr.  Alfred  Merritt's  aliquot  part  of  that  ?  "  It  w  ould  not  be  as  high 
as  you  stated. 

Mr.  Beall.  That  is  my  recollection  of  it. 

The  Chairman.  You  say  these  stocks  were  selling  generally  on  the 
market  at  one  time  for  $8  or  $10  a  ^lare  ? 

Mr.  Cotton.  They  were  selling  all  the  winter  long  at  $10. 

The  Chairman.  Is  it  not  a  fact  that  Mr.  Rockefeller,  when  he 
withdrew  these  properties  that  he  put  in,  claimed  that  they  were 
worth  less  than  he  did  actually  get  for  them  ? 

Mr.  Cotton.  I  do  not  know  anything  about  that. 

The  Chairman.  He  admitted  that. 

Mr.  Cotton.  I  was  not  in  New  York. 

Mr.  Young.  Mr,  Cotton,  were  you  familiar  with  the  general  busi- 
ness conditions  in  the  iron  industry  in  1893,  1894,  1895,  and  1896  in 
the  Lake  Superior  district? 

Mr.  Cotton.  Yes,  sir;  absolutely — perfectly. 

Mr.  Young.  A  great  deal  of  testimony  has  been  introduced  here 
showing  the  great  depression  of  this  Consolidated  mine  stock.  I 
wish  to  ask  you  whether  there  was  anything  exceptional  in  the  de- 
pression of  that  stock  over  other  mining  stocks  in  the  Michigan,  Min- 
nesota, and  Wisconsin  iron  district? 

Mt.  Cotton.  Nothing  whatever.  They  were  all  alike  m  that  re- 
spect.    It  was  the  lowest  ebb  of  the  iron  business  in  this  country 

since  1873,  probably.  ■,      .  ,     /^,      •       ■      • 

Mr.  Young.  Were  voti  aware  of  the  sale  of  the  Chapm  mine  in  one 
of  the  vears  I  have  mentioned  ? 

Mr.  Cotton.  Yes,  sir;  I  knew  of  it  at  the  time. 

Mr.  Young.  When  the  Hanna  Co.  bought  it  for  $130,000? 

Mr  Cotton.  I  do  not  think  it  brought  over  $100,000.    I  remember 

that  sale.  .        ,      .  •       ,,     twt      ■       ■ 

Mr.  Young.  The  Chapin  mine,  the  Arrago  mine,  the  Nome  mine, 
and  the  mines  of  the  Cleveland  Cliffs  Co.  were  all  shut  down  for  a 
long  period;  were  they  not  ? 
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Mr.  Cotton.  Yes,  sir. 

Mr.  yotmo.  The  men  were  idle  upon  the  street  ? 

Mr.  Cotton.  Yes.  That  same  condition  extended  over  all  the  iron 
business  up  in  the  Lake  Superior  region. 

Mr.  Young.  Yes.  This  Chapin  mine,  which  the  Hannas  bought 
for  this  small  amount,  was  afterwards  sold  to  the  Steel  Corporation 
for  $3,500,000,  was  it  not — that  is,  sold  to  the  Oliver  Iron  Mining  Co.  ? 

Mr.  Cotton.  T  think  it  was  in  that  neighborhood.  It  was  m  the 
millions. 

Mr.  YoTTNG.  The  Arrago  mine,  which  at  that  time  was  sold  for 
about  $100,000,  was  afterward  sold  for  nearly  $3,000,000  to  the  Steel 
Corporation  ? 

Mr.  Cotton.  I  can  not  tell  you  the  amount.  I  only  know  of  it  in 
this  way:  I  became  general  solicitor  of  the  Oliver  Iron  Mining  Co. 
in  the  fall  of  1903,  "and  I  had  occasion  to  go  through  its  records 
carefully,  and  its  purchases.  I  have  seen  them  all  set  up  and  know 
what  they  were  in  the  books.  I  should  say  that  those  figures  are 
undoubtedly  correct.     That  is  my  recollection  of  it. 

Mr.  Young.  This  general  depression  was  reflected  also  in  the  price 
of  ore  in  the  market,  was  it  not  ? 

Mr.  Cotton.  Yes,  sir. 

Mr.  Young.  Do  you  remember  what  first-grade  ■  Minnesota-Mich- 
igan ores — first-grade  Bessemer — sold  for  in  the  Cleveland  market 
during  that  period  ? 

Mr.  Cotton.  You  had  a  differential  of  50  to  75  cents  in  favor  of 
the  old  ranges  against  us  on  the  Mesabi. 

Mr.  Gardner.  You  mean  on  the  Michigan  ores  ? 

Mr.  Cotton.  Yes. 

Mr.  Gardner.  I  say  that  for  the  sake  of  the  record. 

Mr.  Cotton.  What  we  call  the  old  ranges — the  Michigan  ranges- 
had  a  differential  in  the  market  of  about  75  cents  to  a  dollar  at  that 
time  as  against  the  Mesabi.  I  know  that  we  on  the  Mesabi  had  to 
sell  ore,  to  keep  some  of  our  mines  running  and  to  keep  the  railroad 
running,  for  less  than  what  it  cost  to  put  it  in  Cleveland.  "We  did 
that  to  keep  on  operating  our  works  and  to  pay  our  fixed  charges 
and  all  that  sort  of  thing. 

Mr.  YouNc.  You  sold  ore  as  low  as  $1.75,  did  you  not,  in  the  Cleve- 
land market? 

Mr.  Cotton.  I  think  we  did.  We  had  to  do  it  to  keep  our  mines 
going  and  keep  our  men  employed  and  keep  our  railroads  going  and 
keep  our  vessels  going.  We  had  to  do  it  m  those  times,  though  we 
lost  money  on  it.  It  was  a  bread-and-butter  question  with  a  good 
many  people. 

Mr.  YoDNG.  At  this  time,  when  this  litigation  occurred,  and  at  the 
time  when  the  sale  of  the  stock  by  the  Merritts  was  made  to  Mr. 
Rockefeller,  was  the  Mesabi  ore  fully  established  in  the  market  as 
an  ore  that  could  be  used  in  any  large  quantities  in  the  furnace  ? 

Mr.  Cotton.  No,  sir ;  it  was  not.  The  furnacemen  were  against  it 
They  thought  they  could  not  use  to  exceed  30  or  35  per  cent  of  it  in 
the  best  furnaces.  Their  furnaces  were  not  adapted  to  it.  It  was 
too  fine.  It  made  a  flue  dust.  It  blew  up ;  it  blew  up  the  furnaces. 
They  had  to  change  the  whole  theory  of  the  furnace  in  order  to  use 
the  Mesabi  ore. 
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Mr.  YouKG.  So  at  the  time  this  trade  was  made  between  Mr. 
Rockefeller  and  the  Merritts,  the  value  of  the  Mesabi  ores  had  not 
been  established  in  the  market? 

Mr.  Cotton.  Why,  no.  The  first  shipment  of  4,285  tons  was  made 
from  the  Mesabi  in  October,  1892.  That  is  the  first.  The  next  year 
the  Mountain  Iron  Mine  produced  about  118,000  tons,  I  think. 
That  was  the  year  1893.  •  The  whole  range  that  year,  with  the  Moun- 
tain Iron  Mine  working,  with  the  Mesabi  Mountain  Mine  leased  to 
the  Carnegie  people  by  a  certain  branch  of  the  Merritt  family  (L.  J. 
and  Aulitt  C.  Merritt,  who  controlled  that  company),  with  the 
Biwabik  Mine  leased  to  Peter  Kimberly,  of  the  Sharon  (Pa.)  fur- 
naces— with  these  three  big  private  enterprises  commencing  mining 
up  there  on  a  large  scale,  the  whole  shipment  from  the  Mesabi 
Range  was  a  little  over  600,000  tons.  Last  year  it  ran  27,000,000 
or  28,000,000  tons  from  the  same  territory.  You  see  how  it  has  gone 
up.  It  took  years,  however.  I  have  a  table  of  it  here  which  I  will 
be  glad  to  show  you. 

Mr.  Young.  We  have  that  in  evidence. 

Mr.  Cotton.  It  is  aU  there. 

Mr.  Young.  At  that  time  a  great  many  of  the  large  manufacturers 
of  iron  and  steel  could  not  be  induced  to  use  that  ore  at  all,  could 
they? 

Mr.  Cotton.  They  could  not.    I  know  that. 

Mr.  Young.  And  it  was  a  long  struggle? 

Mr.  Cotton.  Yes,  sir. 

Mr.  Young.  And  involved  the  changing  of  furnaces  and  new  ex- 
periments in  the  methods  of  manufacture? 

Mr.  Cotton.  Yes;  and  it  was  nec&sary  to  overcome  the  preju- 
dices, too,  of  the  furnace  men,  who  wanted  the  old  range  ore  that 
they  knew  and  could  use,  and  wanted  the  hard  ore  of  the  Vermilion 
Range.    That  is  the  fact. 

Mr.  Young.  This,  of  course,  must  have  had  a  very  serious  effect 
on  the  value  of  the  stock  of  the  Consolidated  Mines. 

Mr.  Cotton.  It  did,  in  the  minds  of  people  who  would  like  to  buy 
it,  or  who  did  but  it,  because  they  did  not  know  when  it  would  come 
into  its  own. 

Mr.  Young.  Did  they  know  that  it  was  ever  going  to  come  into  its 
own? 

Mr.  Cotton.  No  ;  lots  of  them  did  not.  So  that  stock  went  beg- 
ging around  there  for  $10  a  share;  in  fact,  it  went  down  as  low  as 
eight.  I  think  it  was  two  or  three  years  before  the  stock  got  up  to 
about  $15.  I  think  it  was  along  in  1898,  when  this  suit  was  pending. 
At  that  time  neither  the  railroads  nor  the  mines  had  ever  paid  a 
dividend. 

Mr.  MuREAy.  You  mean  your  rate  case? 

Mr.  Cotton.  Yes.  They  never  had  paid  a  dividend.  The  railroad 
never  paid  a  dividend  until  after  it  came  into  the  possession  of  the 
Steel  Corporation. 

Mr.  Gardner.  Had  they  ever  earned  it? 

Mr.  Cotton.  No  ;  not  through  a  series  of  years,  because  the  money 
was  needed  to  go  back  into  the  road,  and  it  was  used  in  that  way  to 
finance  it.  But  that  stock  ran  along,  and  in  1898  I  should  say  it 
probably  was  selling  at  $25  or  $26  a  share— that  consolidated  stock. 
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Along  in  1900  it  got  up  to  about  $60.  Then  the  ralue  began  to  show, 
and  they  began  to  work.  Then,  about  the  time  the  Steel  Corporation 
was  formed,  rumors  were  in  circulation  that  the  Steel  Corporation 
did  not  have  as  much  ore  as  they  thought  they  had,  and  they  would 
have  to  take  over  Mr.  Rockefeller's  ore,  or  that  of  the  stockholders 
who  owned  the  Consolidated  mines.  There  were  lots  of  them — men 
that  were  made  rich  in  the  northwest  country  there  by  holding  their 
Consolidated  stock  instead  of  selling  it.  Then  those  rumors  spread 
and  the  stock  went  on  up  to  par. 

Mr.  Gardner.  We  had  in  evidence  an  attempt  to  sell  certain  stock 
in  the  Consolidated  Iron  Mines  to  J.  J.  Hill,  and  I  rather  think  the 
witness  told  us  that  a  lawyer  in  Richmond  of  very  great  repute,  named 
William  Wirt  Henry,  placed  a  value  of  $40  a  share  on  his  stock.  Do 
you  know  what  year  that  was  in? 

Mr.  Cotton.  No.    Let  me  think  a  minute. 

Mr.  Gardner.  I  should  not  say  his  stock,  but  the  stock  for  which 
he  was  trustee. 

Mr.  Murray.  His  son-in-law's  stock. 

Mr.  Cotton.  His  son-in-law's  stock.  Matthew  Bland  Harrison 
was  a  son-in-law  of  William  W.  Henry,  who  was  a  grandson  of  Pat- 
rick Henry.  Mr.  Harrison  was  a  Virginian  of  repute  and  energy, 
who  came  up  to  Minnesota  and  engaged  in  the  real-estate  business 
and  got  in  and  made  money.  He  was  m  this  enterprise,  owned  stock 
in  the  railroad,  and  owned  stock  in  the  mines.  During  the  contro- 
versy between  the  Grant-Chase  people  and  the  Messrs.  Merritt  and 
their  associates  it  was  a  question  of  where  Harrison  was  going  to 
stand.  He  died  in  the  meantime,  and  Mrs.  Harrison — Mr.  Henry's 
daughter — and  a  young  girl  were  the  beneficiaries  of  Mr.  Harrison. 
Mr.  Henry,  a  Richmond  attorney,  represented  them.  They  stood, 
according  to  niy  recollection — I  know  they  did — with  the  Merritts 
in  the  Grant-Chase  fight.  They  helped  them  and  stood  with  them 
in  that  fight  to  make  the  Wetmore  deal. 

Mr.  Gardner.  As  to  making  this  contract  that  has  been  referred  to? 

Mr.  Cotton.  Yes.  Then,  after  Mr.  Rockefeller  and  his  associates 
got  the  property — all  I  know  about  it  is  hearsay — Mr.  Henry  finally 
sold  the  interests  they  had  to  Mr.  Rockefeller;  at  what  price  I  do 
not  recall.  I  do  not  kiiow  that  I  ever  knew.  They  could  answer  that 
for  you.  I  do  not  know.  I  was  only  local  counsel  at  Duluth;  that 
is  all. 

Mr.  Gardner.  The  testimony  was  that  the  proposition  was  $40  a 
share,  but  you  have  said  that  in  1898  the  price  got'up  to  $25  a  share. 

Mr.  Cotton.  $26  I  said,  I  think. 

Mr.  Gardner.  And  I  had  somewhere  working  in  my  mind  the 
fact  that  William  Wirt  Henry,  in  settling  his  son-in-law's  estate, 
as  you  tell  me  it  was,  put  a  price  on  it  of  $40  a  share. 

Mr.  Cotton.  I  do  not  know  about  that. 

ilr.  Gardjs'er.  Which,  I  think,  was  declined  by  Mr.  Hill.  But  I 
am  not  sure  of  that. 

iNIr.  Cotton.  jSIy  recollection  is  that  in  1899  the  price  ran  along  in 
the  forties.  I  think  it  got  into  the  fifties  just  before  the  steel  com- 
pany -was  formed.  You  must  remember  that  in  1899  was  when  they 
began  to  organize  these  companies  like  the  Federal  Steel  Co.,  the 
American  Steel  &  Wire  Co.,  and  others.  Then  the  value  of  the 
]Mesabi  ore  was  gradualh'  developing,  and  the  furnace  men  were  be- 
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ginning  to  see  that  they  could  use  more  of  it  and  changed  their  fur- 
nace practice.    I  think  that  along  in  1899  it  ran  along  45  to  60. 
J.    1  u  Vf'™^^^-  ^^  ^  matter  of  fact,  did  the  bulk  of  the  minority 
stockholders  retain  that  stock  until  the  United  States  Steel  Cor- 
poration was  formed? 

Mr.  Cotton.  Oh,  a  great  many  of  them. 

Mr.  Gardner.  And  got  $200  a  share  for  it? 

Mr.  Cotton.  That  is  my  recollection  now. 

Mr.  Gardner.  They  got  $200  a  share  in  securities;  did  they  not? 

Mr.  Cotton.  Ihey  got  1.35  of  a  share  of  preferred  and  1.35  of  a 
share  of  common  stock  of  the  Steel  Corporation  for  each  share  they 
had  of  the  Lake  Superior  Consolidated  Iron  Mines  trustees'  cer- 
tincates. 

Mr.  Murray.  May  I  add  just  one  word? 

Mr.  Gardner.  Yes. 
_  Mr.  Murray.  At  that  time  the  market  value  of  the  steel  corpora- 
tion stock  was,  for  preferred,  83,  and  for  common,  38— the  figures 
]ust  reversed. 

Mr.  Gardner.  All  right.  They  got  $270  a  share,  nominal  par 
value  ? 

Mr.  Cotton.  Par  value  for  each  100. 

Mr.  Gardner.  At  which  the  securities  of  the  Steel  Corporation 

Mr.  Murray.  The  securities  of  the  Steel  Corporation  were  being 
sold  on  Wall  Street  at  83  for  preferred  and  38  for  common. 

Mr.  Gardner.  What  does  that  figure  out  for  the  joint  transaction? 

Mr.  Murray.  About  140. 

Mr.  Young.  One  hundred  and  forty-one.         * 

Mr.  Murray.  Oh,  no ;  it  is  a  little  more  than  that. 

Mr.  Young.  Oh ;  you  mean  a  share  ? 

Mr.  Gardner.  I  wanted  to  find  what  the  cash  equivalent  in  stocks 
was  at  which  that  was  sold. 

Mr.  CoTT'ON.  I  have  given  you  the  basis.  I  can  not  tell  you  the 
market  price  at  the  date 

Mr.  Gardner.  Mr.  Murray,  can  you  give  me  the  market  price? 

Mr.  Murray.  Eighty-three  for  preferred;  38  for  common. 

Mr.  Gardner.  On  a  basis  of  1.35  for  both? 

Mr.  Murray.  One  and  thirty-five  hundredths  for  each  share. 

Mr.  Cotton.  For  each  share  of  trustees'  certificates  of  beneficial 
interest  in  the  Lake  Superior  Consolidated  Iron  Mine  stock. 

Mr.  Gardner.  I  understand. 

Mr.  Young.  Mr.  Cotton,  one  of  the  Merritts  testified  in  the  record 
to  an  attempt  they  made  to  sell  an  interest  in  this  property,  through 
Joe  Sellwood,  to  H.  H.  Porter,  as  they  stated,  president  of  the 
Duluth  &  Iron  Kange— I  suppose,  as  a  matter  of  fact,  the  Minnesota 
Iron  Co. 

Mr.  Cotton.  There  was  an  effort  made  to  do  that. 

Mr.  Young.  Did  you  know  anything  about  that? 

Mr.  Cotton.  I  know  that  an  effort  was  made.  I  went  with  Mr. 
Alfred  Merritt  to  Mr.  Joseph  Sellwood,  myself,  with  the  idea  of 
trying  to  get  Mr.  Sellwood  to  interest  Mr.  H."  H.  Porter  in  the  deal. 
But  the  Minnesota  Iron  Co.  never  had  any  faith  in  the  Mesabi 
Eange,  and  they  let  it  all  get  away.  They  were  in  the  field,  knew 
that  there  was  ore  there  which  had  been  condemned  by  the  geologists 
as  no  good ;  they  knew  there  was  lots  of  it  there,  and  they  let  it  get 
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away.    They  did  not  appreciate,  as  many  people  did  not  at  the  time 
this  question  arose,  the  ultimate  value  or  that  particular  ore  field. 

Mr.  YoiTNG.  Do  you  know  whether  ilr.  Sellwood  went  to  Chicago 
to  see  Mr.  Porter  in  regard  to  that  ? 

Mr.  Cotton.  I  believe  he  did.  I  think  he  did.  IMr.  Bacon  was 
the  head  of  it.  Don  H.  Bacon  was  the  head  of  the  Minnesota  Iron 
Co.  Mr.  Sellwood  was  the  vice  president;  Mr.  Bacon  was  the  presi- 
dent. 

]\Ir.  Young.  Right  there,  there  was  not  always  strict  accord  in 
management  between  Mr.  Bacon  and  Mr.  Sellwood;  was  there? 

Mr.  Cotton.  There  was  not.  If  Mr.  Sellwood  had  had  his  way,  I 
think  Mr.  Porter  would  have  made  a  deal  with  the  Mcrritts.  But 
Mr.  Bacon  was  against  it,  because  he  did  not  believe  in  the  value  of 
the  ore,  as  I  understand  it.  I  want  to  be  perfectly  fair  and  frank, 
and  give  only  what  I  know.    That  is  the  way  it  was  reported. 

Mr.  Young.  Do  you  remember  what  the  price  was  that  they  then 
asked  ? 

Mr.  Cotton.  No;  I  do  not.  I  remember  distinctly  going  with 
Mr.  Alfred  Merritt  to  Mr.  Joseph  Sellwood  and  getting  him  to  go 
to  Mr.  Porter  in  Chicago  and  see  if  he  could  get  him  interested. 
But  you  must  remember  that  the  Minnesota  Iron  Co.  had  all  it 
could  do  in  1893  to  get  through  that  trouble.  They  were  about  as 
hard  up  as  anybody  else.  They  did  not  have  any  money,  and  we  had 
to  have  ready  money,  with  $1,700,000  of  floating  debts,  and  men  com- 
ing in  with  time  checks  and  willing  to  take  25  and  50  cents  on  the 
dollar  for  them. 

Mr.  Gardner.  Fcfr  the  sake  of  the  record,  I  want  to  say  that,  as- 
suming Mr.  Murray's  figures  as  correct — to  wit,  that  at  the  time  the 
Lake  Superior  Consolidated  Iron  Mines  were  sold  to  the  United 
States  Steel  Corporation  the  preferred  stock  was  selling  at  $83  a 
share  and  the  common  stock  was  selling  at  $38  a  share — the  stock- 
holders of  the  Lake  Superior  Consolidated  Iron  Mines  Co.  received 
the  equivalent  of  $163.35  a  share  in  cash. 

Mr.  Cotton.  It  is  just  a  matter  of  computation,  that  is  all. 

Mr.  Murray.  I  believe  that  is  correct,  Mr.  Gardner. 

Mr.  Cotton.  It  is  a  mere  matter  of  computation.  We  have  given 
you  the  basis.  Of  course,  as  the  steel  preferred  went  up,  and  the 
steel  common  went  up,  those  people  who  held  what  they  got  in 
exchange  made  more. 

Mr.  Gardner.  I  quite  understand  the  calculation. 

Mr.  Murray.  Likewise,  steel  common  went  down  to  8. 

Mr.  Gardner.  The  true  basis  was  its  value  at  the  time;  not 
whether  it  went  up  or  down  afterwards. 

Mr.  Cotton.  Of  course,  you  must  remember  that  in  1903  steel  pre- 
ferred went  down  to  49,  and  the  common  went  down  to  8.  That  is 
a  matter  that  the  records  of  the  stock  exchanges  will  show. 

Mr.  Gardner.  The  only  true  way  to  calculate  is  on  the  basis  of 
the  market  price  at  the  time. 

Mr.  Cotton.  That  is  right — at  the  time. 

The  Chairman.  Are-  there  any  further  questions  ?  If  not,  we  are 
very  much  obliged  to  you,  Mr.  Cotton. 

Mr.  Young.  Is  there  anything  further,  Mr.  Cotton,  in  regard  to 
the  matter  that  you  have  not  been  questioned  about,  but  that  you  wish 
to  state  ? 
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Mr.  Cotton.  No,  Mr.  Young.  I  want  to  say  to  the  committee  that 
i  thank  the  chairman  and  I  thank  the  members  of  the  committee  for 
their  courtesy  and  kindness  to  me.  I  came  here  for  the  express  pur- 
pose of  removing  the  suggestion  of  an  imputation  of  dishonor  upon 
my  standing  as  a  man  and  my  professional  conduct  in  the  case.  That 
was  my  purpose.  I  have  done  it  by  overwhehning  record  evidence. 
These  other  matters  are  matters  that  relate  to  controversies  between 
individuals,  in  which  I  would  rather  not  be  involved.  I  have  stated 
my  relation  to  it  so  far  as  it  is  germane  and  so  far  as  you  have  ques- 
tioned me,  and  I  thank  you  for  your  courtesies  and  kindness  in  the 
matter. 

Mr.  Young.  Mr.  Chairman,  I  should  like  to  say,  as  a  man  who  has 
known  Mr.  Cotton  for  very  many  years,  that  no  one  who  does  know 
him  would  ever  think  it  necessary  for  him  to  answer  an  amputation 
of  that  kind,  even  in  the  newspapers. 

Mr.  Cotton.  Perhaps  I  am  wrong  in  that,  but  the  chairman,  of 
course,  did  not  know  me,  and  there  were  many  people  who  did  not. 
There  are  a  great  many  people  in  the  United  States;  and,  after  all, 
each  man  in  his  own  little  community  is  a  very  small  peg.  It  is  be- 
cause of  the  future  before  us  and  my  own  particular  family  that  I 
did  not  want  to  leave  the  record  in  such  shape  that  my  family  would 
feel  that  this  charge  had  not  been  refuted.  My  opportunity  is  now, 
when  the  matter  is  a  matter  of  record.    I  thank  you. 

Mr.  Gardner.  I  will  say  this :  That  so  far  as  charging  the  gravel 
pit  at  40  cents  in  this  estimate  is  concerned,  which  is  the  main  ques- 
tion in  which  serious  impropriety  was  charged,  your  evidence  is  abso- 
lutely conclusive,  in  my  mind,  that  you  did  your  part  properly ;  and 
no  possible  imputation  of  impropriety  could  be  entertained  in  the  case. 

Mr.  Cotton.  I  thank  you,  Mr.  Gardner,  I  thank  you. 

Mr.  Gardner.  I  say  that  for  such  satisfaction  as  that  may  be  to 
your  family  in  the  record. 

Mr.  Cotton.  Thank  you,  sir ;  I  thank  you. 

The  Chairman.  I  presume  that  the  attitude  of  the  chairman  is 
best  known  by  his  conduct  in  this  committee,  so  far  as  he  has  any- 
thing to  do  with  its  progress.  It  is  not  my  purpose,  and  I  am  quite 
sure  it  is  not  the  purpose  of  the  committee,  to  introduce  any  evidence 
vindictively  or  spitefully  for  the  purpose  of  injuring  any  individuaL 

Mr.  Cotton.  I  believe  that,  Mr.  Chairman. 

The  Chairman.  My  purpose  in  summoning  witnesses  before  this 
committee  is  to  ascertain  as  best  I  can  the  truth  referring  to  mat- 
ters of  the  gravest  importance  and  of  vital  interest  both  to  the 
Congress  which  commissioned  us  to  do  this  work  and  to  the  people 
who  are  vitally  affected  by  the  formation  of  these  great  producers 
of  interstate  commerce  and  great  combinations  engaged  especially 
in  the  manufacture  of  various  products.  Whenever,  now  or  at  any 
other  time,  evidence  is  introduced  before  this  committee  touching 
any  man's  personal  character— and  it  is  impossible  to  investigate 
these  matters  without  more  or  less  touching  personally  the  men  who 
were  in  charge  of  these  large  affairs— the  fullest  opportunity  will 
be  given  to  those  gentlemen  to  make  any  explanation  or  any  defense 
they  care  to  make.  The  chairman  feels  prompted  to  make  this  state- 
ment for  the  reason  that  there  seems  to  be  in  the  minds  of  some 
men— I  do  not  charge  that  it  is  in  Mr.  Cotton's  mmd ;  or  if  it  ever 
was  I  am  sure  it  is  not  ther§  now — a  suspicion  that  the  chairman  of 
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this  committee,  at  least,  is  endeavoring  to  place  this  or  that  or  the 
other  individual  in  an  invidious  light  before  the  people.  The  chair- 
man has  no  such  purpose.  If  individuals  operating  great  concerns 
have  done  things  that  are  illegal  or  dishonest  or  fraudulent,  and  by 
so  doing  have  affected  the  community  in  connection  with  the  United 
States  Steel  Corporation  especially — and,  I  might  say,  only — then 
the  chairman  will  not  fail  to  introduce  that  evidence  because  of  its 
effect  upon  those  individuals.  But  he  would  never  think  of  intro- 
ducing evidence  which  did  affect  individuals  unless  he  believed  that 
the  conduct  of  this  committee  and  its  investigation  into  the  affairs 
of  the  United  States  Steel  Corporation  rendered  it  necessary. 

Mr.  Cotton.  May  I  say,  simply,  that  it  was  in  that  spirit  that  I 
asked  for  the  opportunity  which  you  have  given  me  and  of  which 
I  was  glad,  to  avail  myself. 

The  Chairman.  I  am  more  than  pleased  to  hear  it.  I  will  say  this 
much :  Mr.  Martz  was  not  a  willing  witness  before  this  committee. 
He  desired  not  to  appear  before  the  committee,  and,  as  far  as  I  know, 
he  seemed  to  have  no  animus  and  no  desire  to  injure  anybody.  Of 
course,  gentlemen  will  differ  about  these  transactions ;  and  I  am  ^ad 
to  have  every  man's  side  heard  fully  and  completely. 

(The  committee  thereupon,  at  5  o'clock  p.  m.,  adjourned  until  to- 
morrow, Tuesday,  December  19, 1911,  at  10.30-o'clock  a.  m.) 

Respondent  D.  M.  &  N.  Kt.  Co.  Exhibit  08. 

BEPOET  OP  APPRAISEMENT  OF  BEAL  ESTATE  OF  THE  DITLUTH,  MISSABE  &  NOETHEEN 
EAILWAY  CO.,  MADE  BY  J.  E.  COOLET,  N.  F.  HUGO,  FBANK  E.  KENNEDY,  D.  W.  SCOTT, 
AND   GEOBGE   H.   CBOSBY. 

All  the  following-described  property  is  used  for  railway  purposes  and  is  shown 
•by  maps  and  plats.  Where,  in  obtaining  the  property,  it  was  and  would  be 
necessary  to  have  whole  lots,  the  same  have  been  indicated. 

CITY  OP   DULTTTH. 

Helm  addition. 

Lot  6,  block  14,  whole  lot,  at  $400 $400. 00 

Marine  division. 

52  lots  in  block  3,  at  $500 ^ $26, 000.  00 

Dock   property  in  Marine   division,   63   acres  of  lan4 
and  water  (or  about  6  acres  of  land),  at  $900  per 

acre 56,700.00 

82,700.00 

O' Sara's  division. 

Lot  7,  block  24 ., $700.00 

Lot  13,  block  22 400.00 

Lot  14,  block  22 500.00 

Lot  15,  block  22,  whole  lot 800.00 

Lot  16,  block  22,  whole  lot 800.00 

Lot  17,  block  22,  whole  lot 800.  00 

Lot  ]8.  block  22,  whole  lot 800.00 

Lot  1,  block  20  (easterly  25  feet) 700.00 

Lot  2,  block  20,  whole  lot 850. 00 

Lot  3,  block  20  (westerly  33  feet) 600.00 

Lot  9,  block  17,  whole  lot 1,  300.  00 

Lot  10,  block  17,  whole  lot 1,  500.  00 

Lot  7,  block  13,  whole  lot . 1,  200. 00 

Lot  8,  block  13.  whole  lot 1,400.00 

Lot  7,  block  14,  whole  lot ^ 800  00 


UNITED   STATES   STEEL   CORPOKATION.  2301 

Lot  8,  block  14,  whole  lot »qon  nn 

Lot  7,  bock  6,  whole  lot ^^S^-^ 

Lot  8,  b  ock  6,  whole  lot ^^-  ^ 

Lot  7,  block  5,  whole  lot ^^-  °^ 

Lot  8,  block  5,  whole  lot IZ  ^ 

Lot  3,  block  1 1  800.  00 


1} 


Lot  4,  block  1/ 500.00 


West  Parle  division. 

Lot  5,  block  9,  whole  lot $500  00 

Lot  6,  block  9,  whole  lot I 50o'  oo 

Lot  7,  block  9,  whole  lot ~  50o  oO 

Lot  8,  block  9,  whole  lot ~~~~  500  00 

Lot  9,  block  9,  whole  lot ~  500  00 

Lot  10,  block  9,  whole  lot 500.  00 

Lot  11,  block  9,  whole  lot gOo'  qq 

Lot  12,  block  9,  whole  lot 500  00 

Lot  7,  block  8  ] 

Lot  6,  block  8  \ 1  200  00 

•  Lot  5,  block  8  J 


Centerdale  addition. 

Lot  9,  block  5,  whole  lot $260.  00 

Lot  8,  block  5,  whole  lot_^ 325.  00 

Lot  7,  block  5,  whole  lot '. 400.  00 

Lot  26,  block  4 215.  00 

Lot  25,  block  4,  whole  lot 415.00 

Lot  24,  block  4,  whole  lot 415.00 

Lot. 23,  block  4,  whole  lot 415.00 

Lot  22,  block  4,  whole  lot 415.  00 

Lot  21,  block  4^ 115.  00 

Lot  13,  block  3 115.  00 

Lot  17,  block  2 115.  00 

Lot  16,  block  2,  whole  lot 350.00 

Lot  15,  block  2,  whole  lot 350.  00 

Lot  14,  block  2,  whole  lot 350.  00 

Lot  13,  block  2,  whole  lot 350.  00 

Lot  12,  block  2 350.00 

Lot  11,  block  2 325.00 

Lot  10,  block  2 300.  00 

Lot  9,  block  2 250.  00 

Lot  8,  block  2 ■ 225.  00 

Lot  7,  block  2 175.  00 

Lot  6,  hlock  2 150.00 

Lot  13,  block  1 175.00 

Lot  12,  block  1 200.  00 

Lot  11,  block  1 200.00 

Lot  10,  block  1 225.  00 

Lot  9,  block  1 250.  00 

Lot  8,  block  1 250.00 

Lot  7,  block  1 1 250.  00 

Lot  6,  block  1,  whole  lot 250.00 

Lot  5,  block  1,  whole  lot 250.  00 

Lot  4,  block  1,  whole  lot 250.  00 

Lot  3,  block  1 250.00 

Lot  2,  block  1 250.  00 

Lot  1,  block  1 275.  00 

Section  5,  township  49,  range  14,  NB.  of  SE.  of  NW.  ; 

0  02  acre,  at  $1,500;  value,  $30;  damage,  $1,000 1,030.00 

Section  5,  township  49,  range  14,  W.  of  SE.  of  NW.; 

1  54  acres,  at  $1,500 ;  value,  $2,310 ;  damage,  $6,750 9,060.  00 

Section  5,  township  49,  range  14,  E.  of  SW.  of  NW. ; 

1.85  acres,  at  $1,200 ;  value,  $2,220 ;  damage,  $6,660 8,  880.  00 


$17,  750. 00 


5,  200.  00 


9, 455. 00 


18,  970. 00 
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Zenith  Park  addition. 

Lot  12,  block  18 $200.00 

Lot  11,  block  18 200.00 

Lot  10,  block  18 180.  00 

Lot  9,  block  18 180.00 

Lot  8,  block  18 170.00 

Lot  7,  block  18 160.00 

Lot  6,  block  18 150.00 

Lot  5,  block  18 100.00 

Lot  4,  block  18 75.00 

Lot  3,  block  18 75.00 

Lot  12,  block  19 75.00 

Lot  11,  block  19 100.00 

Lot  10,  block  19 150.00 

Lot  9,  block  19 175.00 

Lot  8,  block  19 175.00 

Lot  7,  block  19 190.00 

Lot  6,  block  19,  whole  lot 200.  00 

Lot  5,  block  19,  whole  lot 200.00 

Lot  4,  block  19,  whole  lot 200. 00 

Lot  3,  block  19,  whole  lot 200.  (X) 

Lot  2,  block  19,  whole  lot 200. 00 

Lot  1,  block  19,  whole  lot 225. 00 

Lot  1,  block  20 200.  00 

Lot  2,  block  20 200.00 

Lot  3,  block  20 190.  00 

Lot  4,  block  20 180.  00 

Lot  5,  block  20 170.  00 

Lot  6,  block  20 160.  00 

Lot  7,  block  20 150.00 

Lot  8,  block  20 140. 00 

Lot  9,  block  20 180.00 

Lot  10,  block  20 100.00 

Lot  1,  block  21 100.  00 

Lot  2,  block  21 100. 00 

Lot  3,  block  21 125.  00 

Lot  4,  block  21 150.00 

Lot  5,  block  21 160. 00 

Lot  6,  block  21 170.00 

Lot  7,  block  21 180.  00 

Lot  8,  block  21 190. 00 

Lot  9,  block  21 200.00 

Lot  10,  block  21 200.00 

Lot  11,  block  21 200.00 

Lot  12,  block  21 225.  00 

WhitnKin  Park. 

Lot  15.  block  2 $175.  00 

Lot  14,  block  2 175.00 

Lot  13,  block  2 17.5.  00 

Lot  12,  block  2 175.  00 

Lot  n,  block  2 175.00 

Lot  10,  block  2 175.00 

Lot  9,  block  2 175.00 

Lot  S.  block  2 175.00 

Lot  7,  block  2 ■ 175.00 

Lot  6,  block  2 17.5.00 

Lot  5,  block  2 175.  00 

Lot  4,  block  2 175.00 

Lot  3,  block  2 175.  00 


Land  lying  between  block  2  of  Whitman  Park  and  the 
north  half  of  the  northwest  quarter  of  the  southeast 
quarter  of  section  6  (Hall  tract),  which  is  owned  by 
Ta)'ions  parties  with  complicated  descriptions,  about 
3  acres,  at  $1,500 4,  500.  00 


$7, 200. 00 


2,  275. 00 
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North  half  of  the  northwest  quarter  of  the  southeast 

quarter,  1.23  acres,  at  $1,500 $1,845.00 


6, 345. 00 


(The  railway  company  owns  this  20  acres  and  uses 
the  same  for  a  gravel  pit.  It  is  appraised  elsewhere 
in  this  lii?t.) 

Dickerman's  addition. 

Lot  1,  block  3 $100.00 

Lot  16,  block  2 ^ 150.00 

Lot  15,  block  2 150.00 

Lot  14,  block  2 165.  00 

Lot  13,  block  2,  whole  lot 175.00 

liOt  12,  block  2,  whole  lot 175.00 

Lot  11,  block  2 175.  00 

Lot  10,  block  2 105.  00 

Lot  9,  block  2 1.50.  00 

Lots,  block  2 125.00 

Lot  7,  block  2 75.  00 

Lot  12,  block  5 75.  00 

Lot  11,  block  5 ■ 125.00 

Lot  10,  block  5 150. 00 

Lot  9,  block  5 165.00 

Lots,  block  5 175.00 

Lot  7,  block  5,  whole  lot 175. 00 

Lot  6,  block  5,  whole  lot 175.00 

Lot  5,  block  5 175.  00 

Lot  4,  block  5 J 160.  00 

Lot  .3,  block  5 145.  00 

Lot  2,  block  5 125.00 

Lotl,  block  5 100.00 

Lot  G,  blocks 50.00 

Lot  5,  block  S 75.00 

.  Lot  4,  block  8 125.  00 

Lot  3,  block  S 1-TO-  00 

Lot  2,  block  8 160. 00 

Lot  1,  block  S 175.00 

Lot  16,  block  T ITS-  00 

Lot  15,  block  7_^ 140.  00 

Lot  14,  block  7 130.  00 

Lot  1.3,  block  7_., 100.  00 

Lot  12.  block  7 25.  00 

Lot  16,  block  12_ 140. 00 

Lot  15,  block  12 J!2'2n 

Lot  14,  block  12 175.00 

Lot  13,  block  12,  whole  lot ■^'•^•?„ 

Lot  12,  block  12,  whole  lot I'o-  00 

Lot  11,  block  12,  whole  lot }L^'^ 

Lot  10,  block  12 lOo-  00 

Lot  9,  block  12 150.  00 

Lot  8,  block  12 125-  00 

Lot  7,  block  12 -^nn 

Lot  6,  block  12 '°-  ^" 

Lot  5.  block  12 ^f:  ^" 

Lot  11,  block  13 2^'  no 

V'll\^'°?M^ -"-  125.00 

Lot  9,  b  ock  13 135  00 

Lot  8,  block  13 145  00 

Lo  7.  b  ock  13 155  00 

Loth,  bock  13 105  00 

Lot  5,  block  16 l^K  00 

Lot  4,  block  13.  whole  lot ■  „o 

Lot  3,  block  13,  whole  lot |'^-  VV 

Lot  2,  block  13,  whole  lot ^ '^-  ^ 

Lot  1,  block  13,  whole  lot -^^o.uu 

Lot  2,  block  16 go!  00 

Lot  1,  block  16 -  ^        j^_  ggO.  00 

17042— No.  32—11 6 
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Belmont  Park. 

Lot  1,  block  1 $75.  00 

liOt  2,  block  1 35.00 

Ix)t  1,  block  2 175.00 

Lot  2,  block  2 175.00 

IjOt  3,  block  2 175. 00 

Lot  4,  block  2 175.  00 

]x)t  5,  block  2 , 175.00 

I/Ot  6,  block  2 175.00 

Ix)t  7,  block  2 160.  00 

IjOt  8,  block  2 150.00 

Lot  9,  block  2 125.00 

Lot  10,  block  2 120.  00 

I^t  11,  block  2 100.  00 

Ix)t  12,  block  2 75. 00 

Lot  13,  block  2 L 50.  00 

Lot  5,  block  9 50.00 

Lot  6,  block  9 100. 00 

Lot  7,  block  9 125. 00 

Lot  8,  block  91 135.00 

Lot  9,  block  9 150.  00 

Lot  10.  block  9 160.  00 

Lot  11,  block  9 175. 00 

Lot  32,  block  9 190.00 

Lot  13,  block  9 200.  00 

Lot  14,  block  9 •    200.  00 

Lot  15,  block  9 200.  00 

Lot  16,  block  9 ^ 200.  00 

Lot  17,  block  9 200. 00 

Lot  18,  block  9 ■ 200. 00 

Lot  19,  block  9 180.  00 

Lot  20,  block  9 170. 00 

iMt  15,  block  10 25.  00 

Lot  16,  block  10 50.  00 

Lot  17,  block  10 100.00 

Lot  18,  block  10 120.00 

]x)t  19,  block  10,  whole  lot 150.00 

Lot  20,  block  10 175. 00 

Lot  4,  block  8 100.  00 

Lot  5,  block  S 200.00 

Lot  6,  block  8 300.00 

Lot  7,  block  8 400.00 

Lot  8,  block  8 400.  00 

Lot  9,  block  8 400.00 

Lot  10,  block  8 435.00 

I/)t  0,  block  7 350.00 

I>ot  10,  block  7 250.  00 

Shari)'.i  addition . 

Lot  1,  block  3 ?2nn.  (10 

Lot  1,  block  4,  whole  lot 425.00 

Ijot  2,  block  4,  whole  lot 400.00 

Lot  3,  block  4 325.00 

Lot  4,  block  4 280.00 

Lot  16,  block  5,  whole  lot 300.  00 

Lot  15,  block  5,  whole  lot 300.00 

Lot  14,  block  5,  whole  lot 300.00 

Lot  13,  block  5,  whole  lot 300.00 

Lot  12,  block  5 250.00 

Lot  11,  block  5 225.00 

Lot  10,  block  5 220.00 

Lot  9,  block  5 200.00 

Lot  8,  block  5 150.00 

Lot  7,  block  5 50.00 

Lot  15,  block  6—1 50.00 


$7, 830. 00 
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^  i  -.^o' u'?'°''''   ^ 125.00 

Lot  12,  bock  6 300.00 

Lot  11,  block  6 250  00 

Lot  10,  block  6,  whole  lot 300  00 

Lot  9,  block  6,  whole  lot 300  00 

Lot  8,  block  6,  whole  lot 300  00 

Lot  7,  block  6,  whole  lot Z_'_      _  300'  oo 

Lot  6,  block  6,  whol6  lot ~~~_  300  00 

Lot  5,  block  6,  whole  lot 300'  00 

.  Lot  4,  block  6,  whole  lot 300  00 

Lot  3,  block  6,  whole  lot 300  00 

Lot  2,  block  6,  whole  lot 250  00 

Lot  1,  block  6,  whole  lot 26o!oO 

Lot  5,  block  7 1 5o!oO 

Lot  4,  block  7 10o!oo 

Lot  3,  block  7 ]25!  00 

Lot  2,  block  7 150  00 

Lot  1,  block  7____,._ 150.00 


BeUevue  Parle. 


Lot 
Lot 
Lot 

liOt 

Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Lot 
Ijot 
Lot 
Lot 
Lot 
Lot 


block  14 .$]00. 00 

block  15^ 250.00 

block  15 225. 00 

block  15,  whole  lot 225.00 

block  15,  whole  lot 225. 00 

block  15 215.00 

block  15 .' 200.  00 

block  15 1 185.00 

block  15 150.00 

block  15 100.00 

block  15 75.00 

block  15 50.00 

block  16 50.00 

block  16 75.00 

block  16 ■ 125.00 

block  16 200.  00 

block  16-' 225.00 

block  16,  whole  lot 250.  00 

block  16,  whole  lot 250.00 

block  16,  whole  lot-- 250.  00 

block  16,  whole  lot 250.00 

block  16,  whole  lot 250.  00 

block  16,  whole  lot 250.00 

block  16,  whole  lot 250.00 

block  16,  whole  lot 250.00 

block  16,  whole  lot 250.  00 

^„,  block  16,  whole  lot 250.  00 

9,  block  16 125.00 

8,  block  16 l^O'SH 

7,  block  16 ^5. 00 

6,  block  16- 50-  00 

5,  block  16 ^°-  00 


West  Duluth,  sixth  division. 


Lot  1,    block   10- 
Lot  10,  block  7_— 

Lot  9,  block  7 

Lot  8,  block  7 

Lot  7,  block  7 

Lot  6,  block  7 

Lot  5,  block  7 

Lot  4,  block  7— -_ 

Lot  3,  block  7 

Lot  2,  block  7 


$50.00 
100.00 
150.  00 
160.00 
175.00 
190. 00 
200.  00 
210.00 
225.  00 
225.  00 


$8, 185. 00 


$5,  550.  00 
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Lot   1,   block    7 $250.00 

Lot  1,  block  8 125.00 

Lot  10,  block  4 125.00 

Lot  9,  block  4 75.00 

Lot  8,  block  4 50.00 

Lot  1,  block  6 — 250.00 

Lot  2,  block  6 250.00 

Lot  3,  block  6 250.00 

Lot  4,  block  6 2^5.00 

Lot  5,  block  6 175.00 

Lot  6,  block  6 50.00 

Lot  1,  block  5 2o.00 

Lot  2,  block  5 75.00 

Lot  3,  block  5 1 125.00 

Lot  4,  block  5 200.00 

Lot  5,  block  5 J 200.00 

Lot  6,  block  5 200.00 

Lot  7,  block  5 190.00 

Lot  8,  block  5 175.00 

Lot  9,  block  5 150.00 

Lot  10,  block  5 >___ 75.  00 

Lot  5,  block  3 25.00 

Lot  6,  block  3 75.00 

Lot  7,  block  3 ^ 125.00 

Lot  8,  block  3 150.00 

Lot  9,  block  3 190.00 

Lot  10,  block  3 225.00 

Lot  10,  block  2 25.00 

Lot  5,  block  31 ^^ 2.5.00 

Lot  4,  block  31 50.00 

Lot  3,  block  31 75.00 

Lot  2.  block  33 125.00 

Lot  1,  block  31— - 200.00 

Lot  1,  block  33___j 225.00 

Lot  2,  block  3.3__-^ 200.00 

Lot  3,  block  33-^-^ 200.00 

Lot  4,  block  33. J- 175.00 

Lot  5,  block  33- 125.00 

Lot  6,  block  33 50.00 

Lloyd's  division. 

Lot  12,  block  14 $150-00 

Lot  11,  block  14 ; ]25.  00 

Lot  10,  block  14 125!  00 

Lot  9,  block  M 125.00 

Lot  8,  block  ]4 50  00 

Lot  12,  block  21 1 150.00 

Lot  11,  block  21 150  00 

Lot  10.  block  21 150.  00 

Lot  9,  block  ^1- 160.  00 

Lot  8,  block  21 175.00 

Lot  7,  block  21 175.00 

Lot  6,  block  21 175.00 

Lot  5,  block  21 160.00 

Lot  4,  block  21 150.00 

Lot  3,  block  21 ___^________ 125.00 

Lot  2,  block  21 ll.o.OO 

Lot  1,  block  21 : 85.00 

Lot  4,  block  22 25  00 

Lot  3,  block  22_^ 50  00 

Lot  2,  block  22 . _______  100!  00 

Lot  1.  block  22 100  00 

Lot  12.  block  20___X;^_ 50:00 

Lot  12,  block  2.3______ I75  OO 

Lot  11.  block  23 17g'  00 

Lot  10,  block  23,  whole  lot -__i______ I__  150!  00 

Lot  fi,  block  23,  wliole  lot _____:;_i^;_____  150.00 


''W' 


$7, 190. 00 
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Lot  8,  block  23 $150.00 

Lot  7,  block  23 125.00 

Lot  6,  block  23 115  00 

Lot  5,  block  23 'J__ 110  DO 

Lot  4,  block  23 100.  00 

Lot  3,  block  2? 75  00 

Lot  2,  block  23— _■ I__I  50'  00 

Lot  1,  block  2^ : _  _      _  _  25  00 

Lot  8,  block  28 _  50  00 

Lot  7,  block  28 75.  OO 

Lot  6,  block  28— _I : 100.  QO 

Lot  5,  block  28- '^__  110.  QO 

Lot  4,  block  28— — — ^_  125. 00 

Lot  3,  block  28 —  125.  QO 

Lot  2,  block  28 150.  00 

Lot  1,  block  28 175.  bo 

Lot  12,  block  27 jgO.  00 

Lot  11,  block  27-- ; 125.  00 

Lot  10,  block  27 ; iio.  00 

Lot  9,  block  27 1 loO.  00 

Lot  8,  block  27 __; 90. 00 

Lot  7,  block  27 75.  00 

Lot  6,  block  27 _1 50. 00 

Lot  5,  block  27 __!_ 25.  00 

Lot  12,  block  32 ^^__ ^1  50.  00 

Lot  11,  block  32 — __ __  75.  00 

Lot  10,  block  32 !____ 1  85.  00 

Lot  9,  block  32 — . _—  100. 00 

Lot  8,  block  32 __' _— 100.  00 

Lot  7,  block  32 110. 00 

Lot  6,  block  g2 _1 125.00 

Lot  5,  block  32 135.  00 

Lot  4,  block  32 150.00 

Lot  3,  block  32,  whole  lot 150.  00 


Lot  2,  block  32,  whole  lot — : : 150.  00 

Lot  1,  block  32,  ;whole  lot _._— L 175.  00 

Lot  12,  block  33-^ .—— 125. 00 

Lot  11,  block  33 — 110.  00 

Lot  10,  block  ?3 100.  00 

Lot  9,  block  33 — 75.  00 

Lot  8,  block  3^ —■ — — 50. 00 

Lot  7,  block  33 25.00 

Lot  6,  block  33 10.  00 


Kimberley  &  Strylcer's  addition. 

Lot  1,  block  3 $50.00 

Lot  12,  block  4,  whole  lot 1T5.  00 

Lot  11,  block  4,  whole  lot 160.00 

Lot  10,  block  4,  whole  lot 160.  00 

Lot  9,  block  4,  whole  lot ^^ 160. 00 

Lot  8,  block  4,  whole  lot 160.  00 

Lot  7,  block  4,  whole  lot 160-  00 

Lot  6,  block  4,  whole  lot 160-  00 

Lot  5,  block  4,  whole  lot : 160.  00 

Lot  4,  block  4,  whole  lot l°0-  00 

Lot  3,  block  4,  whole  lot lo"-  O" 

Lot  2,  block  4;  whole  lot |°"-  "V 

Lot  1,  block  4,  whole  lot i'»-  ^ 

Lot  11,  block  11 »0-  VV 

Lot  12,  block  5 100-  00 

Lot  11,  block  5 '^-  00 

Lot  10,  block  5 r °X-  ^ 

Lot  9,  block  5 2o  00 

Lot  8,  block  5 *"■  ^ 

Lot  7,  block  5 f»-  "" 

Lot  6,  block  5 15. 00 


$7,  ,605. 00 
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Lot  5,  block  5- $5.  00 

Lot  12,  block  10 75.  00 

Lot  11,  block  10 75.  00 

Lot  10,  block  10 90. 00 

Lot  9,  block  10 110.  00 

Lot  8,  block  10 125.  00 

Lot  7,  block  10 150. 00 

Lot  6,  block  10,  whole  lot 160.  00 

Lot  5,  block  10,  whole  lot 160. 00 

Lot  4,  block  10,  whole  lot 160.  00 

Lot  3,  block  10,  whole  lot 160. 00 

Lot  2,  block  10,  whole  lot 160. 00 

Lot  1,  block  10,  whole  lot 175. 00 

Lot  1,  block  ]9 23.00 

Lot  12,  block  9,  whole  lot 175.  00 

Lot  11,  block  9,  whole  lot 160.  00 

Lot  10,  block  9,  whole  lot 160.00 

Lot  9,  block  9,  whole  lot 160.00 

Lot  8,  block  9,  whole  lot 160.  00 

Lot  7,  block  9,  whole  lot 160. 00 

Lot  6,  block  9 50.00 

Lot   5,  block   9 40.00 

Lot  4,  block  9 25.00 

Lot  12,   block   20 75.00 

Lot  11,  block  20 90.00 

Lot  10,  block  20 100. 00 

Lot  9,  block  20 100.  00 

Lot  8,  block  20 105.  00 

Lot  7,  block  20  — 110. 00 

Lot  6,  block  20 115.00 

Lot  5,  block  20 120.00 

Lot  4,  block  20 125.00 

Lot  3,  block  20,  whole  lot 125.00 

Lot  2,  block  20,  whole  lot 125. 00 

Lot  1,  block  20,  whole  lot 125. 00 

Lot  1,  block  21 70.00 

Lot  2,  block  21 70.00 

Lot  3,  block  21 60.00 

Lot  4,  block  21 55.00 

Lot  5,  block  21 50.00 

Lot  6,  block  21 45.00 

I^t  7,  block  21 35.00 

Lot  8,  block  21 25.00 

Lot  9,  block  21 15.00 

Lot  10,  block  21 5.00 

Lot  11,  block  21 5.00 

Lot  1,  block  22 50.00 

Lot  2,  block  22 ^_  50.  00 

Lot  3,  block  22 ^ 60.00 

Lot  4,  block  22 70.00 

Lot  5,  block  22 ^ ^_  80.00 

Lot  6,  block  22 85.00 

Lot  7,  block  22 90.00 

Lot  8,  block  22 95.00 

Lot  9,  block  22 1 100.  00 

Lot  10,  block  22 105.00 

Lot  11,  block  22 110.00 

Lot  12,  block  22 115. 00 

Lot  13,  block  22,  whole  lot 125.  00 

,  Lot  14,  block  22,  whole  lot— 125.  00 

Lot  15,  block  22,  whole  lot 125.00 


Section  12,  township  49,  range  15,  SE.  of  NW. ;  2i  acres, 
at  $T00 ;  value,  $1,575 ;  damages,  $1,575 3, 150. 00 

Section   12.   township  49,  range  15,   NE.   of   SW. ;  2.34 

iicres,  at  $600;  value,  $1,404;  damages,  $702 2,106.00 


UJliJlU    JlliiUU   UiijL'L   COBPOEATION.  2309 

Section  12,  township  49,  range  :5,  NW.  of  SW. ;  1.69 
acres,  at  $500;  value,  $845;  damages,  $845 $1,690.00 

Section  12,  township  49,  range  15,  SW.  of  SW. :  2  acres, 
at  $500;  value,  $1,000;  damages,  $500 1,500.00 

Section  11,  township  49,  range  15,  SE.  of  SE. ;  2.43 
acres,  at  $450;  value,  $1,093:  dnmages,  $1,093 2,186.00 


$10, 632.  00 


Stryker  <(-  ManJey's  second  division. 

Lot  1,  block  28 .$25.00 

Lot  2,  block  28 10.00 

Lot  1,  block  29 50.00 

Lot  2.  block  20 .  50  00 

Lot  3,  block  2") GO.  00 

Lot  4,  block  29 60.00 

Lot  5,  block  29,  whole  lot 60.00 

Lot  6,  block  29,  whole  lot 60.00 

Lot  7,  block  29 60.00 

Lot  8,  block  20 i 50.00 

Lot  9,  block  29 50.00 

Lot  10,  block  29 45.00 

Lot  11,  block  29 40.00 

Lot  12,  block  2!)  __■ ::J0.00 

Lot  13,  block  29 25.00 

Lot  14,  block  29 20.00 

Lot  15,  block  29 10.00 

Lot  6,  block  30 10.00 

Lot  7,  block  30 10.00 

Lot  S,  block  30 20.00 

Lot  9.  block  30 30.00 

Lot  10,  block  30 35.00 

Lot  n,  block  30 40.00 

Lot  12,  block  30 50.00 

Lot  13,  block  30 55.00 

Lot  14.  block  30 60.00 

Lot  15,  block  30 : 60.00 

Lot  16,  block  30 55.00 

Lot  1,  block  35 — —  50.  00 

Lot  2,  block  35 45.00 

Lot  3.  block  35 40.00 

Lot  4,  block  35 35.00 

Lot  5,  block  35 30.00 

Lot  6,  block  .35 30.00 

Lot  7.  block  35 25.00 

Lot  8,  block  35 20.  00 

Lot  9,  block  35 10. 00 

Lot  10,  block  35 ^ — .. 5. 00 

Lot  1,  block  34 .. 25.  00 

Lot  2,  block  34 25.  00 

Lot  3,  block  34 30. 00 

Lot  4,  block  34 85. 00 

Lot  5,  block  34 ^^ 35.  00 

Lot  6,  block  34 ^- —  40. 00 

Lot  7,  block  34 ^_-.___^_^__.. 45.  00 

Lot  8,  block  34 50.  00 

Lot  9,  block  34 .__..._-., ^—^ 50. 00 

Lot  10,  block  34 60. 00 

Lot  11,  block  34 .. — — -- — 60. 00 

Lot  12,  block  34-.. 60. 00 

Lot  13,  block  34,  whole  lot ._-_^-.. 60.  00 

Lot  14,  block  34,  whole  lot 60.00 

Lot  15,  block  34 -— 1 60.  00 

Lot  16,  block  34 60. 00 

Lot  15,  block  33- 15-  00 

Lot  16,  block  33 20.  00 

Lot  1,  block  47 25. 00 

Lot  2,  block  47 30.  00 
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Lot  3,  block  47 $25.00 

Lot  4,  block  4T . 20. 00 

Lot  5,  block  47 10.  00 

Lot  1,  block  48 35. 00 

Lot  2,  block  48 40. 00 

Lot  3,  block  48 45. 00 

Lot  4,  block  48 50.  00 

Lot  5,  block  48 60.  00 

Lot  6,  block  48,  whole  lot 60. 00 

Lot  7,  block  48,  whole  lot 60.  00 

Lot  8,  block  48 60.  00 

Lot  9,  block  48 55. 00 

Lot  10,  block  48 50.  00 

Lot  11,  block  48 45.  00 

Lot  12,  block  48 40.  00 

Lot  13,  block  48 35.  00 

Lot  14,  block  48 25.  00 

Lot  15,  block  48 30.  00 

Section   14,   township  49,   range  15,  XW.   of  NE. ;  O.IS 

acre;   value,   $50 50.00 

Section   14,   township  49,   range  15,    SE.   of   XE. ;    0.01 

acre;  value,  $5 5.00 

Section  14,  township  49,  range  15,  SW.  of  NE. ;  4.04 
acres,  at  $300;  value.  $1,212;  damage,  $1,212 2,424.00 


,  Cremer's  'iddition. 

Lot  13,  block  20 $10.00 

Lot  12,  block  20 20.00 

Lot  11,  block  20 20.00 

Lot  10,  block  20 25.00 

Lot  9,  block  20 20,00 

Lot  8,  block  20 27.00 

Lot  7,  block  20 30.00 

Lot  6,  block  20 32.00 

Lot  5,  block  20 35.00 

Lot  4,  block  20 40.00 

Lot  3,  block  20,  whole  lot 40.00 

Lot  2,  block  20,  whole  lot 40.00 

Lot  2,  block  19 ^ 5.00 

Section  14,  township  49,  range  15,  NE.  of  SW. ;  4  acres, 
at  $225:  value,  $900;  damage,  $900 1,800.00 

Section  14,  township  49,  range  15,  NW.  of  SW. ;  1.72 
acres,  at  $200;  value,  $354:  damage,  $354 708.00 

Section  14.  township  49.  range  15,  SW.  of  SW. ;  1.43 
acres,  at  $200;  value,  $2S5;  damage,  .$142.50 427.50 

Section  15,  township  49,  range  15,  SB.  of  SE. ;  1.9  acres, 
at  $150;  value,  $285;  damage,  $75 360.00 

Section  15,  township  49,  range  15,  NE.  of  SB. ;  1.28  acres, 

at  $150;  value,  $207;  damage,  $207 414.00 

Section  15,  township  49,  range  15,  NW.  of  SE. ;  4  acres, 
.  at  $125 ;  value,  $500 ;  damage,  $500 1, 000.  00 

Section  15,  township  49,  range  15,  NE.  of  SW. ;  4  acres, 
at  $100;  value,  $400;  damage,  $400 800.00 

Section  15,  township  49,  range  15,  SE.  of  NW. ;  4  acres, 
at  $100;  value.  $400;  damage,  $400 800.00 

Section  15,  township  49,  range  15,  NE.  of  NW. ;  1.42  acres, 
at  $100;  value,  $142;  damage,  $71 213.00 

Section  10,  township  49,  range  15,  SE.  of  SW.,  and  sec- 
tion 10,  township  49,  range  15,  NE.  of  SW. ;  5.52  acres, 
at  $175;  value,  $966;  damage,  $966 1,932.00 


2, 479. 00 
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Eeal  estate  for  yard  system  in  the  village  of  Proctor, 

section  10-49-15,  44.34  acres,  at  $500 $22, 170.  00 

Real  estate  for  yard  system  in  section  3-49-15,  29.68 
a<:res,  at  $150 4,452.00 

Real  estate  for  yard  system  and  gravel  pit  (gravel  and 

filling,  $325),  section  4^9-15,  80  acres,  at  $75 6,000.00 

Total  to  the  north  end  of  iProctoryard $82, 622.  00 

Remainder  of  Dulvth  eoRlcnsion. 

Right  of  way,  Proctor  to  Columbia  Junction,  255  acres,  at  $25 

(average) $6, 375. 00 

Additional  right  of  way  at  Columbia  Junction,  9  acres,  at  $25 225.  00 

Gravel  pits. 

Hall  gravel  pit,  18.77  acres,  at  $1,200;  gravel  and  filling  480,000 
yards,  at  4  cents  per  yard $41, 727. 00 

Gravel  pit  at  Burnett,  112.80  acres,  at  $10;  gi-avel,  l,500iG00 
yards,  at  10  cents  per  yard 151, 126.  00 

Mam  line. 

Right  of  way.  Stony  Brook  to  Mountain  Iron,  including  several 

small  stations,  885  acres,^  at  $5 $4, 425.  00 

Branches. 

Iron  Junction  to  Blwabik,  290.SS  a<^-ues,  at  $5 '$1.  454.  40 

Wolf  to  Virginia,  112.71  acres,  at  $10 1. 127. 10 

■Wolf  to  Hibbingr,  204.22  iicres,  at  $5 •     1,020.00 

Spruce  to  Eveleth.  43.63  acres,  at  $5 218.15 

JiUning  spurs.' 

On  main  line  and  Mountain  Iron  "  Y,"  8.61  acres ;  on  Virginia 
branch,  136.72  acres;  on  Adams  branch,  12.84, acres;  on  Biwabik 
branch,  including  "  Y,"  8.96  acres;  on  Superior  branch  and 
"  Y,"  52.49  acres;  total,  219.62  acres,  at  $150 $32,  943.  00 

Mill  spurs. 

Bailey  mill  spur  in  Virginia,  5,81  acres ;  Moon  and  Kerr  spur  iu 

Virginia,  18.54  acres;  totol.  24.35  acres,  at  $150 ., $3.  652.  50 

McKlnley  mill  spur  on  Biwfibik  branch,  11.75  .acres,  at  $5 58.75 

Logging  spr's,  13  acres,  at  $5 65. 00 

Iron  Junction  yards  and  "  Y,"  J  acres,  at  $100 700.00 

Wolf  "Y,"  2.30  acres,  at  $100 230.00 

Real  estate  at  range  towns  (value  of  town  property  in  excess  of 
more  acreage.) 

Hlbbing,  67  lots,  at  $100 r$6,  700.  00 

Mountain  Iron,  48  lots,  at  $40 1,920.00 

Virginia,  184  lots,  at  $75 , 13,  800. 00 

Eveleth,  40  lots,  at  $60 2,400.00 

Sparta,  60  lots,  at  $40 2,400.00 

Biwabik,  70  lots,  at  $40 ,2,800.00 

Grand  total, of  all  property 535,729.40 
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Respondent  D.  M.  &  N.  Ry.  Co.  Exhibit  09. 

Table  based  on  annual  reports  to  Minnesota  railroad  and  warehouse  commit- 
sioii  for  yeais  ending  Jiine  SO,  lS9Jf,  lS9o,  1S96.  and  1897,  and  brought  4oicn 
to  May  31,  1898,  showing  total  cost  of  Duluth,  Missnbe  £  Northern  RaUtnay. 

Total  cost  of  construction  and  equipment  to  June  30, 

1894,  as  shown  by  report  of  tliat  date $7,984,338.06 

Deductions    afterwards    made   from    or    additions 
made  to  amount  in  "  Total  cost "  column. 
Amount  of  deductions  made  in  report  of  June  30, 

1895,  being  part  of  the  charges  that  were  added 
to  the  amount  reported  June  80,  1893,  and  which 
were  included  in  the  amount  returned  in  report  of 

June  30,  1894 $205,766.05 

The  amounts  deducted  were  in   fact  part  of  the 
expenditures  made  during  the  first  half  of  1894,  and 
for  which  it  was  afterwards  decided  income  should        , 
be  charged. 
Amount  of  deductions  made  in  report  of  June  30, 

1896,  beint;  part  of  the  charges  that  were  .added 
to  the  amount  reported  June  30,  1894,  and  which 
were  included  in  the  amount  returned  in  report  of 

June  30,  1895 1,060.03 


Total   deductions 206,826.08 

Additions : 

Amount  of  charges  made  in  report  of  June  30, 
1895,  and  added  to  amount  reported  June  30, 
1894,  and  included  in  amount  shown  for  1895-     132,  073.  22 


Net    deductions -74,762.86 


Net  amount  deducted  in  report,  1895-  $73,  692.  83 
Amount  deducted  in  report  for  1896-      1,  060. 03 


74,  752.  86 
Amount  after  making  above  deductions  and  addi- 
tions and  being  cost  of  property  as  reported 
June  30,  1896 7,909,585.20 

Amounts  expended  for  construction   and  equipment 
and  entered  in  reports  In  column  headed  "  Charged 
to  income  account  as  permanent  improvements  "  : 
New  construction  and  equipment  added  during 
year  ending  June  30,  1895,  as  shown  by  report 
of  that  date  and  in  said  report  charged  to  in- 
come   account 191,395.09 

Amounts  expended  in  the  first  half  of  1894  for 
construction  and  equipment,  and  in  report  of 
June  30,  1894,  included  in  the  "Total  cost" 
column,  but  in  report  of  June  30,  1895,  taken 
out  of  that  column  and  charged  to  income.  See 
the  deduction  above  noted  made  from  amount 
reported  June  30,  1894 205,766.05 

Total  charged  income  for .  construction  and 

equipment  in  1895  report 397,161.14 

New  construction  and  equipment  added  during 
year  ending  June  30,  1896,  as  shown  by  report 
of  that  date  and  in  said  report  charged  to 
income   account 655,  293. 29 
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Amounts  expended  for  constrnction  and  equipment 
and  entered  in  reports  in  column  lieaded  "  Charged 
to  Income  account  as  permanent  improvements" — 
Continued. 
Amount  expended  in  the  first  half  of  1895  for 
construction,  and  in  report  of  June  30,  1895, 
included  in  "  Total  cost "  column,  but  in  re- 
port of  June  30,  1896,  talsen  out  of  that  column 
and  charged  to  income. 
See  the  deduction  made  above $1,  060.  03 

Total  charged  to  income  for  construction  and 

equipment  in  1896  report $656,  353.  32 

New  construction  and  equipment  added  during  year  ending  June 
30,  1897,  as  shovra  by  report  of  that  date  and  in  said  report 

charged  to  income  account 70,  310. 02 

Total  cost  of  road  to  June  30,  1897,  as  shown  by  reports  to  Min- 
nesota railroad  and  warehouse  commission ^ 9, 033, 409.  68 

Expended  for  new  construction  and  equipment  from  June  30, 
1897,  to  May  31,  1898,  not  yet  reported 372, 418.  99 

Total  cost  of  road  May  81,  1898 9,  405,  828. 67 
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Committee  on  Investigation  of  the 

United  States  Steel  Corporation, 

House  of  Representatives, 
Tuesday,  December  19,  1911. 

(cLtranri^SSJg.^*  ''  "'"^^^^^  ^-  "•'  ^°"-  ^-^-*-  O.  Stanley 

Mr.  Eeed.  At  the  hearing  on  Friday  last,  in  connection  with  the 
testimony  of  Mr.  Dickinson,  I  offered  in  evidence  circular  No.  2  of 
the  Birmingham  Southern  Eailroad  Co.,  issued  January  1,  1911, 
showing  the  industries  on  its  track.  .    J-     j  > 

The  Chairman.  Yes. 

Mr.  Eeed.  I  have  here  that  same  circular,  No.  2,  corrected  up  to 
tlie  present  time.  It  contains  some  industries  that  were  operating 
Jast  January  1  which  have  since  then  been  abandoned,  and  the  re- 
vision, which  has  not  been  published  but  which  I  got  simply  for 
the  information  of  the  committee,  myself,  shows  a  few  additional 
plants,  and  two  additional  stations  established  since  that  time,  and 
I  want  to  ask  the  permission  of  the  chairman,  if  Friday's  proceed- 
ings have  not  been  printed,  to  substitute  this  revised  circular  for  the 
one  which  was  presented  on  Friday. 

The  Chairman.  I  presume  the  committee  consents  to  that. 

Mr.  Danforth.  Oh,  yes.  I  think  Mr.  Atkinson  testified  pretty 
fully  to  those  things. 

(The  proceedings  of  Friday,  December  15,  having  been  already 
printed,  the  revised  circular  presented  by  Mr.  Eeed  is  here  printed 
in  the  record  as  follows:) 

Birminghatn  Sovthern  Railroad  Go.  Circular  No.  2,  containing  list  of  industries 
located  on  tracks  of,  or  liaving  track  connection  with,  Birmingham  Southern 
Railroad. 

[Issued  Jan.  1,  1911.     Corrected  to  Dec.  16,  1911.     Issued  by  A.  W.  Carey,  traffic  manaeer 

Birmingham,  Ala.]  ' 

BIEMINGHAM. 

Birmingham  Eailway,  Light  &  Power  Co Coal  yard. 

Birmingham  Railway,  Light  &  Power  Co — Gas  works. 

Caldwell-Wat.son  Foundry  &  Machine  Co__.Machine  shop  and  foundry. 

Du  Bose  Bros.  Co Scrap  iron,  etc. 

Frisco  Coal  Co Retail  coal  yard. 

Ivy  Leaf  &  Piper  Coal  Co Retail  coal  yard. 

McCarty  Coal  Co Retail  coal  yard. 

Montgomery  Coal  Washer  &  Manufactur- 
ing Co Coal-washing  machinery. 

Robertson  Brick  Co Brick  manufacturers. 

Tennessee  Coal,  Iron  &  Railroad  Co.  (Alice 
Furnace) Coke  and  pig  iron. 

Tennessee  Coal,  Iron  &  Railroad  Co.  (Linn 
Iron   Works) Machine  shops. 

Tennessee  Coal,  Iron  &  Railroad  Co.  (ware- 
house)   Wholesale  stores. 

Wood,  W.  D.,  Lumber  Co Building  material,  etc. 

Oak  Hill  Marble  Works Stonecutters. 
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EAST   THOMAS. 

McLaughlin,   James Coal  yard. 

Pratt  Land  &  Improvement  Co Coal  and  lumber  yard. 

Vance  Contracting  Co Slag. 

THOMAS. 

Bepubllc  Iron  &  Steel  Co Coal,  coke,  and  pig  iron. 

PRATT    CITY. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  and  coke. 

SHAEON    HILL. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

State  of  Alabama Prison. 

ENSLEY. 

Peoples  Coal  Co Coal  yard. 

C.  T.  Crook  &  Co Wholesale  groceries. 

6arrett  Manufacturing  Co Roofing  materials,  tar,  and  pitch. 

Bessemer  Fire  Brick  Co Brick  manufacturers. 

Bessemer  Grocery  Co Wholesale  groceries. 

Byrum  &  Butcher  Hardware  Co Builders'  supplies  and  hardware. 

Empire  Plow  Co Farming  implements. 

Bnsley  Wood  Working  Co Lumber,  etc. 

Goff,  A.  L Cement  blocks. 

Hickman,  R.  S Retail  coal  yard. 

Morrison,  John Retail  coal  yard. 

Pioneer  Lumber  Co Lumber. 

Semet-Solvay  Co Coke  and  by-products  of  coal. 

Southern  Bell  Telephone  Co Material  yard. 

Southern  Cement  Co Cement  works. 

Tennessee  Coal,  Iron  &  Railroad  Co.   (coal 

mines,   coke  ovens,   blast  furnaces,   steel 

and  rail  mills) Coal,  coke,  pig  Iron,  steel,  and  rails. 

McArthur  Bros Contractors. 

Birmingham  Slag  Co Slag. 

WYLAM. 

Consolidated  Jlercantile  Co General  merchandise. 

Twin  Cities  Lumber  Co Building  material,  coal. 

Corey  Acid  Plant Sulphuric  acid. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines  and  coke  ovens. 

EDGEWATEB. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

BAYVIEW. 

Tennessee  Coal,  Iron  &  Railroad  Co Water  works. 

BEYNTON. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

BIDGETIELD. 

State  of  Alabama Prison. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  mines. 

LAKETON. 

Tennessee  Coal,  Iron  &  Railroad  Co Coal  miles. 
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TIPTON. 

Tennessee  Coal,  Iron  &  Railroad  Co Coalmines. 

THOMPSON. 

Jefferson  Powder  Co Powder  works. 

Republic  Iron  &  Steel  Co Coalmines. 

STOCKTON. 

Tennessee  Coal,  Iron  &  Railroad  Co Coalmines. 

COBET. 

American  Cement  Tile  Co , Roofing  tile,  ete. 

American  Steel  &  Wire  Co Wipe  manufacturers. 

Adams,  J.  G Building  material. 

Corey  Lumber  Co Building  material. 

Harbison  Walker  Refractories  Co Fire  brick. 

Mark,  F.  W Contractor. 

Tennessee  Coal,  Iron  &  Railroad  Co By-product  coke  ovmis. 

BESSEMEB. 

Birmingham  Slag  Co Slag, 

Bessemer  ITire  Brick  Co Brick  manufacturers. 

Birmingham  Railway,  Light  &  Power  Co Connection  to  reach  industries  on 

their  tracks. 

Jefferson  Fertilizer  Co Fertilizer  works. 

Tennessee  Ooa,l.  Iron  &  Railroad  Co.  (coke 
ovens,  blast  furnaces,  and  rolling  mill)— Coke,   pig   iron,   bars,   plates,- and 

light  rails. 

BASIN    SPUE. 

Jefferson  County  Septic  Tank Disinfecting  plant. 

EAST    HIGHLANDS. 

Birmingham  Railway,  Light  &  Power  Co.— Connection  to  reach  industries  on 

Its  tracks. 

TESTIMONY  OF  ME.  JOHN  G.  BROWN. 

(The  witness  was  sworn  by  the  chairman.) 
The  Chajbman.  Mr.  Brown,  where  do  you  reside? 
Mr.  Beown.  In  the  city  of  Chicago. 
The  Chaieman.  Have  you  ever  lived  in  Duluth? 
Mr.  Bbown.  Yes,  sir.  ■    -r^  ■,    ,a 

The  Chaieman.  How  long  did  you  hve  m  Duluth? 
Mr.  Beown.  About  25  years.  ,  .     .,      n      ,  ^     . 

The  Chaieman.  Were  you  ever  interested  m  the  development  of 
the  ore  regions;  the  Mesabi  and  Vermilion  Eanges? 

Mr.  Beown.  Yes.  •  .       ,.  a  <     ,.i,  4. 

The  Chaieman.  Just  state  when  you  became  mterested  m  that 

development   and    what    you    did    to    discover   and    develop    that 

Mr  Beown.  I  first  become  interested  in  what  is  now  called  the 
Pioneer  mine,  as  a  stockholder,  at  Ely;  later  on  m  the  Zenith,  and 
afterwards  in  the  fee  simple  of  what  is  now  known  as  the  Sayoy 
mine  then  known  by  the  Government  description.    Section  26,  it  was 
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called.  I  was  interested  in  that  with  several  people,  including  Sena- 
tor Spooner  and  Mr.  Phipps,  and  later  on  Mr.  Miller  bought  all  the 
interests  excepting  mine. 

The  Chaieman.  That  is  Mr.  Miller,  who  is  with  us  here  to-day, 
present  ? 

Mr.  Brown.  Yes ;  Mr.  A.  M.  Miller.  Later  on  we  did  some  devel- 
opment there — first,  diamond-drill  work — and  afterwards  we  gave  an 
option  to  the  Minnesota  Iron  Co.;  and  after  they  abandoned  it  I 
went  on,  through  the  aid  of  Mr.  IMiller's  financing  the  proposition, 
and  developed  it  to  what  we  call  a  mine. 

Mr.  Young.  That  is,  the  Savoy  ? 

Mr.  BnowN.  Yes.  I  later  on  optioned  it  to  the  Oliver  Mining  Co. 
That  was  prior  to  the  formation  of  the  United  States  Steel  Co. 

The  Chairman.  Were  you  engaged  in  any  other  business  in  that 
country  ? 

Mr.  Brown.  Yes;  in  buying  and  selling  pine  lands.  I  bought,  I 
think,  in  the  neighborhood  of  150,000,000  feet  of  pine,  or  200,000,000 
feet,  for  Mr.  Miller,  and  I  bought  for  others  and  bought  for  myself. 

The  Chairman.  Were  you  engaged  in  the  real  estate  business,  too  ? 

Mr.  Brown.  Yes,  sir;  unfortunately. 

The  Chairman.  You  were  at  one  time  a  fee  owner  of  properties  on 
the  Mesabi  and  Vermilion  Ranges? 

Mr.  Brown.  I  owned  the  fee  of  property  on  the  Mesabi  Range, 
but  none  of  which  developed  into  a  mine.  I  was  interested  in  a 
State  lease  on  the  Mesabi  Range,  and  superintended  the  development 
of  it^    It  is  called  the  Wacouta.    I  owned  a  one-third  interest  in  it. 

The  Chairman.  Were  you  a  fee  owner  in' the  Vermilion  Range? 

Mr.  Brown.  Yes,  sir ;  I  still  own  an  interest  in  the  Savoy,  and  also 
some  in  section  30  and  in  section  29. 

The  Chairman.  Who  is  interested  with  you  in  section  30? 

'Mr.  Brown.  I  am  interested  in  what  is  called  the  McDonald  Forty, 
or  the  Government  description  would  be  the  northeast  of  the  south- 
east quarter  of  section  30,  and  the  Eaton  estate,  the  Stegmiller  estate, 
and,  I  think,  Mr.  Congdon  and  ]\Ir.  Neal — ^I  do  not  know.  Under  the 
title  of  the  Hugo  Iron  Co.,  they  have  an  interest. 

The  Chairman.  Have  the  Merritts  any  interest? 

Mr.  Brown.  The  Merritts  have,  in  what  is  called  the  section  30 
property.  That  is  what  you  might  say  is  now  a  mine.  I  did  prelimi- 
nary work — the  exploration — that  is  to  say,  the  preliminary  work 
on  the  surface  on  section  30  when  the  title  was  in  other  than  the 
Merritts. 

The  Chairman.  Were  you  interested  in  or  affected  in  any  way  by 
the  freight  rates  then  prevailing  ? 

Mr.  Brown.  Sir? 

The  Chairman.  Were  you  interested  in  any  way  in  the  freight 
rates  then  charged? 

Mr.  Broavn.  Yes. 

The  Chairman.  From  the  Vermilion  and  Mesabi  Ranges  ? 

Mr.  Brown.  Yes. 

Mr.  Reed.  You  have  not  shown  the  year,  yet. 

The.  Chairman.  What  year  was  that? 

Mr.  Brown.  I  would  like  to  have  the  question. 

The  Chairman.  What  year  was  it;  what  time  was  it  that  you 
were  actively  engaged  in  developing  these  mines  as  discoverer  and 
leaseholder  and  fee  owner? 
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Mr.  Brown.  The  final  work  on  section  26,  or  what  is  called  the 
Savoy,  the  sinking  of  the  shaft,  commenced  in  October,  1896,  and  we 
optioned  to  the  Oliver  Iron  Mining  Co.  in  1897,  the  latter  part,  and 
I  turned  it  over  to  Dr.  Houtz  the  first  days  in  January,  after  New 
Years,  1898. 

The  Chairman.  Were  you  affected,  and  if  so  in  what  way,  by 
the  freights  charged  at  that  time  on  those  roads  ? 

Mr.  Brown.  Prior  to  the  option  to  the  Oliver  Iron  Mining  Co.  we 
had  negotiated  with  several  people— attempted  negotiations — and  at 
one  time  went  so  far  as  giving  an  option  to  Mr.  Ferdinand  Schlesin- 
ger  on  the  Savoy,  or  section  26,  as  it  was  called  at  that  time,  as  it 
was  known;  but  in  every  instance  where  we  talked  with  middlemen 
or  with  prospective  or.direct  manufacturers  or  shippers,  they  would 
always  tell  us  that  the  freight  rate  was  against  us. 

The  Chairman.  What  did  they  mean  by  that? 

Mr.  Brown.  That  the  freight  rate  was  higher  in  that  district— in 
the  Duluth  district,  St,  Louis  County,  particularly  the  Vermilion 
Eange,  both  ranges — ^than  it  was  on  the  Marquette  or  the  Gogebic. 

The  Chairman.  Are  those  the  Michigan  ranges? 

Mr.  Brown.  Yes,  sir.  Well,  the  Michigan  range  extends  slightly 
over  into  Wisconsin. 

The  Chairman,  What  were  those  rates? 

Mr.  Brown.  I  would  not  be  positive  as  to  that.  I  think  they  were 
about  40  cents. 

The  Chairman.  That  is  my  understanding. 

Mr.  Young.  What  year  was  that? 

Mr.  Brown.  In  any  year  from  1894  and  1893  up  to  and  including 
1896,  1897,  1898,  and  1899. 

Mr.  Young.  That  is  aU  in  evidence,  what  those  rates  were ;  all  of 

them.  .  ,     ,     ,.  j^       1    0.  T 

The  Chairman.  Oh,  this  is  ]ust  merely  leading  up  to  what  1  am 

coming  to.    It  is  matter  of  inducement. 
Mr.  Brown,  did  you  make  any  effort  to  have  those  freight  rates 

reduced  ? 

Mr.  Brown.  Yes.  .  . 

The  Chairman.  Were  you  one  of  the  petitioners  m  the  suit  against 
the  Duluth,  Missabe  &  Northern  and  the  Duluth  &  Iron  Eange  Rail- 
roads? .  . 

Mr.  Bbown.  I  was  one  of  the  petitioners ;  yes,  sir. 

The  Chairman.  Just  explain  to  this  committee,  fully,  in  your  own 
way,  how  you  happened  to  bring  this  suit,  the  reasons  for  bringing 
it,/what  you  hoped  to  accomplish  by  it,. and  who  were  associated 

^  MrfREES.  WiU  you  ask  him,  too,  Mr.  Chairman,  on  which  of  the 

lines  his  lands  lay ?  ,  .  ,     j.  .,     v  j.- 

The  Chairman.  State,  too,  on  which  of  the  lines  your  properties 

were  located? 
Mr.  Reed.  And  in  which  range.  u  +  t  u  j 

Mr  Brown.  Principally  on  the  Vermilion  Range,  but  1  had  an 
interest  in  the  lands  close  to  the  Iron  Mountain  Ime  It  was  a 
State  lease,  known  as  the  Republic,  and  I  owned  but  a  little  of  the 
stock  so  far  as  the  record  showed,  but  I  was  a  large  owner  of  it. 
It  was  a  stock  company;  one  of  the  various  companies  that  was 
formed  on  the  Mesabi  Range  at  the  time  when  they  had  a. boom 
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there,  prior  to  the  shrinking  times.  By  the  way,  a  good  deal  of 
comment,  or  capital,  was  made  of  the  fact  of  my  very  small  inteiresi!, 
before  the  commission,  in  that  particular  property.  There  was  a 
gentleman  named  Tressler  who  was  a  large  owner.  He  and  I  owned 
together,  and  we  were  getting  control  of  the  property  for  the  pur- 
pose of  developing  it.  But  I  owned  an  interest  in  that  property. 
I  had  interests  in  fee  that  I  did  not  consider  were  on  the  iron 
range  at  all. 

The  Chaikman.  Just  tell  us  why  you  brought  this  suit;  if  any- 
body suggested  that  you  bring  it,  or  if  it  was  of  your  own  initiative, 
or  why ;  let  us  know  ? 

Mr.  Brown.  I  was  a  stockholder  in  the  Pioneer  Mine.    The  Pioneer 

froperty  was  leased  to  a  stock  company  capitalized  for  40,000  shares — 
1,000,000,  40,000  shares— par  value,  $2S  a  share,  assessable  for  25 
per  cent  of  the  par  value.  My  brother  and  I  owned  2,500  shares. 
Dr.  W.  J.  Conan,  of  Superior,  who  owns  a  half  interest  in  the  fee 
simple  of  the  property,  owned  4,000  shares  of  the  stock,  and  we  were 
discussing,  of  course,  our  interests  with  a  view  to  making  them  as 
valuable  as  we  could,  or  "making  them  marketable,  and  we  thought 
that  it  would  be  a  good  thing  to  make  an  effort  to  bring  aboiS  a 
reduction  of  the  freight  rates,  if  we  could,  through  legal  proceedings; 
and,  talking  it  over,  we  had  several  lawyers  in  mind,  and  Mr.  Billgon 
suggested  that  they  would  like  to  take  the  case. 

The  Chairman.  What  firm  was  that? 

Mr.  Brown.  Billson,  Congdon  &  Dickinson ;  and  it  eventuated  in 
us  employing  them — retaining  them. 

The  Chairman.  You  retained  the  firm  of  Billson,  Congdon  & 
Dickinson  ? 

Mr.  Brown.  The  firm  of  Billson,  Congdon  &  Dickinson;  yes^,  sir. 

The  Chairman.  Was  there  anything  said  at  that  time  about  hav- 
ing the  Oliver  Iron  Mining  Co.  join  as  petitioners  in  this  suit  on 
account  of  their  interest  in  the  freight  ratra? 

Mr.  Brown.  I  suggested  that  to  Mr.  Billson. 

The  Chairman.  Your  attorney? 

Mr.  Brown.  Yes;  and  he  told  me  that  they  would  not  want  to 
take  any  part  in  it. 

The  Chairman.  Yes. 

Mr.  Brown.  That  the  company  woidd  not. 

The  Chairman.  And  you  brought  your  suit? 

Mr.  Brown.  Yes. 

The  Chairman.  Did  vou  pav  your  lawyers,  retain  them,  I  mean? 

Mr.  Brown.  We  paid  them  $1,280, 1  think. 

The  Chairman.  You  paid  your  attorneys  $1,280  ? 

Mr.  Bhown.  Yes. 

The  Chairman.  Did  you  pay  that  money  yourself  ? 

Mr.  Brown.  Yes. 

The  Chairman.  The  petitioners? 

Mr.  Brown.  Dr.  Conan,  $500;  Mr.  Miller  and  myself,  $700,  I 
think,  and  a  gentleman  living  in  Ea;anaba,  Mich.,  John  Seeitter, 
$500,  and  we  had  assurances,  we  had  pledges,  from  many  others 
that  they  would  contribute  at  the  conclusion  of  the  proceedings^  if 
we  were  successful. 

The  Chairman.  Was  it  your  understanding  that  this  case  should 
be  fought  through  to  a  conclusion? 
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Mr.  Brown.  Yes. 

The  Chairman.  Were  you  advised  that  your  counsel  were  free  to 
prosecute  this  case  to  a  conclusion? 

Mr.  Brown.  Yes. 

The  Chairman.  There  has  been  a  great  deal  of  evidence  intro- 
duced here  in  that  case  showing  that  you  produced  a  vast  amount 
iii  evidence  to  show  that  these  rates  were  too  high.  What  evidence 
was  produced  by  the  complainants  to  show  that  this  rate  on  the 
Missabe  road  was  too  high,  for  instance? 

Mr.  Eeed,  I  object  to  that,  Mr.  Chairman,  because  it  appears  that 
there  is  available  a  record  of  exactly  what  evidence  was  produced 
by  the  complainant,  and  I, think  that  that  record  is  the  best  evidence. 

The  Chairman.  Technically  speaking,  that  is  true. 

Mr.  Young.  I  think  the  chairman  means  to  ask  about  the  extent 
of  it. 

The  Chairman.  The  extent  of  it,  yes;  to  what  extent  did  you 
make  your  case  ?  What  proof  did  you  introduce  to  show.  You  were 
a  complainant. 

Mr.  Brown.  Very  little. 

The  Chairman.  How  did  that  happen? 

Mr.  Bhgwn.  Our  case  was  in  the  hands  of  our  attorneys,  and  we 
were  not  consulted  in  regard  to  procuring  evidence,  especially  the 
technical  evidence,  and  all  the  evidence  that  was  introduced  there 
going  to  show  what  the  physical  value  of  the  road  was  or  the  physical 
values  of  the  roads  were  was  that  given  by  a  man  whose  observation 
.  was  limited  to  riding  over  on  the  rear  end  of  a  freight  caboose. 

Mr.  Eeed.  Was  his  name  Nielson? 

Mr.  Brown.  I  do  not  know  what  his  name  was.  He  was  an  ob- 
scure engineer.  I  do  not  Icnow  now  if  I  would  know  him  if  I  saw 
him.  The  balance  of  the  evidence  consisted  of  the  evidence  given 
by  Dr.  Conan  and  myself,  principally  to  the  effect  that  rates  were 
too  high  in  comparison  with  the  rates  on  other  ranges 

The  Chairman.  Then  what  happened?  Was  the  suit  fought 
through  to  a  conclusion? 

Mr.  Brown.  The  commission  held  its  sessions  for  several  days — 
I  could  not  say  just  now  how  many— in  Duluth,  and  adjourned  to 
various  other  places.  I  think  Cleveland  was  one  of  the  places.  I 
do  not  know  whether  there  was  a  session  on  the  Marquette  Eange  or 
not  I  am  inclined  to  think  there  was ;  and  they  were  at  St.  Paul 
later,  the  last  session.  We  did  not  pay  any  attention  to  it,  because 
later  on— we  were  not  asked  to— we  were  not  informed  anythmg 
about  the  progress -that  was  being  made  or  the  testimony  that  was  be- 
ing introduced— that  is,  the  petitioners'. 

The  Chairman.  Was  that  suit  ever  dismissed? 

Mr.  Brown.  Yes.  „        nr    /-i  i.i.       •       i.-  v 

The  Chairman.  I  have  here  a  telegram  from  Mr.  Cotton,  in  which 

he  says  the  complainants  voluntarily  dismissed  that  suit. 

Mr:  Brown.  I  have  seen  the  telegxam.    That  is,  I  have  seen  the 

purport  of  it  in  the  newspapers.  . 

The  Chairman.  Did  you  voluntarily  dismiss  that  suit? 
Mr.  Brown.  No,  sir;  we  did  not.  ,    ,      ..      ■      ■,,     t    j.  j.  n 

The  Chairman.  How  did  it  happen  to  be  dismissed?    Just  tell 

this  committee  about  it. 
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Mr.  Brown.  The  first  intimation  that  I  had  that  it  would  be  dis- 
missed I  received  from  Mr.  Miller,  who  is  present  here.  He  said  to 
me  one  day,  "  Mr.  Brown,  you  will  be  approached  to  dismiss  these 
proceedings,"  and  that  was  the  first.  I  replied  that  I  would  not  be 
surprised,  because  the  suit  had  already  assumed  all  the  appearances 
of  a  farce. 

The  Chairman.  Were  you  approached  ? 

Mr.  Brown.  Yes. 

The  Chairman.  What  was  said  to  you  about  dismissing  this  suit, 
and  what  reason  was  given? 

Mr.  Brown.  I  was  called  into  Mr.  Miller's  office  and  had  a  conver- 
sation with  Mr.  Congdon,  where  Mr.  Miller  was  present,  and  he  said 
to  us  that  they  found  themselves  in  the  rather  awkward  position 

Mr.  Reed.  Who  said? 

Mr.  Brown.  Mr.  Congdon — in  the  rather  awkward  position  of 
being  the  attorneys  for  the  Oliver  Iron  Mining  Co.  as  well  as  for  us, 
the  petitioners  in  the  suit,  and  in  the  meantime  Dr.  Conan  had  dis- 
posed of  his  stock  in  the  Pioneer  mine  and  made  a  new  lease  to  the 
Oliver  Iron  Mining  Co.,  and  that  we  had  leased  our  Savoy  property 
to  them,  and  that  we  could  not  have  any  object  in  carrying  the  suit 
any  further,  and  that  they  could  bring  about  the  result  which  we 
sought  to  bring  about  through  the  medium  of  litigation  more  ex- 
peditiously and  more  satisfactorily  to  the  Oliver  Iron  Mining  Co. 
than  we  could  bring  it  about  through  the  medium  of  a  suit. 

The  Chairman.  More  expeditiously  and  more  satisfactorily  to  the 
Oliver  Iron  Mining  Co.  ? 

Mr.  Brown.  Yes. 

The  Chairman.  Did  he  say  anything  about  the  effect  of  this  i^ettle- 
ment  on  the  great  number  oi  people  who  were  shipping? 

Mr.  Brown.  No,  sir. 

The  Chairman.  Outside  of  the  Oliver  Iron  Mining  Co.? 

Mr.  Brown.  No,  sir ;  nothing  was  said  about  it. 

The  Chairman.  Did  you  mow,  up  to  that  time,  that  your  at- 
torneys had  any  interest  in  the  Oliver  Iron  Mining  Co.  or  were 
representing  it  in  any  way? 

Mr.  Brown.  Well,  we  Imew  that  they  were  attorneys  for  the  Oli- 
ver Iron  Mining  Co.  in  matters  of  general  legal  work,  such  as  passing 
upon  titles,  and  so  forth. 

The  Chairman.  Did  you  know  at  that  time  that  the  Oliver  Iron 
Mining  Co.  had  any  interest  in  having  you  bring  this  suit  or  dis- 
miss it? 

Mr.  Brown.  No,  sir;  we  were  told  the  contrary. 

The  Chairman.  You  were  told  the  contrary. 

Mr.  Brown.  At  the  inception  of  the  suit. 

Mr.  Reed.  By  whom? 

Mr.  Brown.  By  our  attorneys — Mr.  Billson. 

Mr.  Bartlett.  Mr.  Chairman,  may  I  ask  a  question? 

The  Chairman.  Certainly. 

Mr.  Bartlett.  Is  it  the  purpose  of  this  testimony  to  show  that 
these  people  were  paid  to  dismiss  this  suit? 

The  Chairman.  I  would  not  like  to  express  myself.  I  think  the 
purpose  will  come  in  the  next  answer. 

What  did  you  say  to  the  proposition,  Mr.  Brown  ? 
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Mr.  Brown.  I  said  to  Mr.  Congdon,  "Why  was  it  that  Mr.  Bill- 
son  was  so  insistent  upon  me  becoming  one  of  the  petitioners  ?  "  I 
did  not  want  to  become  one  of  the  petitioners.  I  was  willing  to  join 
in  the  suit,  but  I  did  hot  want  to  become  one  of  the  petitioners ;  but 
Mr.  Billson  was  very  insistent  upon  my  becoming  one  of  the  peti- 
tioners to  the  suit,  and  I  asked  Mr.  Congdon — I  was  quite  indig- 
nant— and  I  asked  him  why  it  was  that  Mr.  Billson  was  so  insistent 
upon  my  becoming  a  petitioner  to  the  suit,  and  he  said  that  he  did 
not  know.  I  said,  "  Well,  was  it  not  because  of  the  fact  that  a  great 
many  people  in  Duluth"— I  told  him  I  did  not  want  to  flatter 
myself  at  all — "  who  were  interested  in  the  suit  as  independent  own- 
ers and  who  were  interested  financially  in  the  suit,  would  say,  'If 
Brown  is  in  that,  he  will  stay  through'?"  He  said,  "Possibly  so." 
I  said,  "  Well,  I  am  sorry  you  did  not  select  somebody  else."  I  said, 
"  You  see  the  position  that  it  places  us  in."  He  said,  "  What  posi- 
tion?" I  said,  "The  public  will  suspect  that  it  has  been  made  an 
object  to  us  to  dismiss  the  suit." 

Mr._  Reed.  Will  the  chairman  permit  me  at  this  point  to  interject 
an  objection  against  this  as  being  irrelevant  to  the  inquiry  and  hav- 
ing no  bearing  on  the  Steel  Corporation  ? 

The  Chairman.  I  think  the  relevancy  will  appear  later. 

Mr.  Bartlett.  Mr.  Chairman,  some  of  lis,  including  myself,  are 
rather  at  sea  as  to  what  relevancy  it  has. 

The  Chairman.  It  has  been  alleged  before  the  Ways  and  Means 
Committee,  and  it  has  been  alleged  before  this  committee,  that  this 
question  of  the  fairness  of  these  freight  rates  was  tried  out  in  this 
case,  and  the  complainants,  finding  that  they  had  no  cause  of  action, 
that  the  rates  were  equitable  or  fairly  just,  voluntarily  dismissed  this 
suit ;  and  I  am  trying  now  by  this  man,  who  was  one  of  the  complain- 
ants himself,  to  show  whether  or  not  this  suit  was  dismissed  in  good 
faith  and  who  were  the  real  beneficiaries  of  its  being  dismissed. 

Mr.  DANroKTH.  Has  not  this  man  just  testified  that  he  had  sold  out 
his  interest  in  the  mine,  so  that  he  had  no  actual  interest  in  it? 

The  Chairman.  He  had  some  interest  in  this.  I  do  not  think  that 
would  throw  any  light  on  it.  He  was  still  representing  the  people 
that  were  associated  with  him.  They  were  his  neighbors  and  his 
friends  and  his  coadjutors  in  this  matter. 

Mr.  Young.  They  had  leased  these  properties.  All  the  men  who 
owned  the  fees  leased  them. 

Mr.  Baktlett.  Of  course  I  am  aware  of  the  purpose  of  the  investi- 
gation. I  know  we  are  not  bound  by  any  strict  technical  rules  of  the 
courts  in  an  investigation  of  this  sort,  and  I  want  all  the  investigation 
that  will  show  the  unfairness  of  the  railroads  or  that  will  tend  to 
incriminate  them  over  the  freight  rate;  but  if  the  purpose  of  this 
testimony  is  to  show  bad  faith  on  the  part  of  anybody  in  dismissing 
the  suit  of  the  lawyers  or  anybody,  we  would  be  sitting  here  to  hear 
criminations  and  recriminations 

The  Chairman.  That  is  merely  incidental.  I  want  to  show  what 
rate  the  Oliver  Iron  Mining  Co.  received,  or  whether  this  suit  was 
dismissed  for  the  purpose  of  giving  certain  interests  that  were  then 
subsidiary  interests  of  the  Carnegie  Co.,  which  afterwards  became 
subsidiary  interests  of  the  United  States  Steel  Corporation,  a  benefi- 
cial rate  which  was  not  shared  in  by  the  public.  That  is  what  I  am 
coming  to. 
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Mr.  YouNO.  How  does  the  dismissal  of  this  suit  tend  to  prove 
that? 

The  Chairman.  The  evidence  vfill  show  that;  the,  evidence  which 
will  be  adduced.  , . 

Mr.  Danfobth.  "Well,  let  us  cut  out  this  history. 

Mr.  Reed.  I  want  to  say  that  the  Steel  Corporation  has  not  claimed 
that  the  merits  of  this  80-cent  rate  were  adjudicated  in  the  Brown 
case.  There  was  not  any  adjudication  in  that  case,  because  of  the 
dismissal  of  the  suit  before  an  adjudication  could  be  made. 

Mr.  Baktlett.  I  understand  the  counsel  for  the  Steel  Corporation 
to  say,  and  to  now  make  a  part  of  the  record,  that  they  have  not  in- 
sisted and  will  not  insist  that  the  fairness  or  reasonableness  or  the 
propriety  of  the  rates  involved  in  that  suit  was  adjudicated  and  fixed, 
or  that  they  get  any  advantage  by  the  adjudication  on  that  point? 

Mv.  Reed.  I  simply  stated  that  as  there  was  no  adjudication  what- 
ever, there  could  be  no  adjudication  that  the  rates  were  fair  or  un- 
fair. The  suit  was  cut  off  in  the  bud  before  there  could  be  a  decision. 
That  inference  was  drawn,  and  1  made  that  statement. 

Mr.  BARTLtoT.  If  that  is  on  the  record  I  just  wanted  to  Itnow  it. 
I  did  not  remember  that  it  was. 

The  Chairman.  Judge  Gary  testiiied  to  that.  Mr.  Brown,  what 
arrangement  was  made  as  to  the  dismissal  of  this  suit?  State  what 
arrangement  was  made  with  you,  and  what  consideration  you  re- 
ceived for  dismissing  this  suit? 

Mr.  Reed.  Mr.  Chairman,  I  have  to  interrupt  you  so  often,  but  I 
simply  want  to  call  your  attention  to  the  fact  that  my  objection  has 
not  been  ruled  on. 

The  Chairman.  I  will  overrule  it.    Go  on,  Mr.  Brown. 

Mr.  Brown.  Other  people  were  interested  in  this  suit  besides  our- 
selves, whose  names,  if  it  is  admissible,  I  would  as  lief  mention. 

The  Chairman.  Yes;  certainly. 

IMr.  Brown.  The  late  governor  of  the  State  of  New  York,  Mr. 
Frank  W.  Higgins,  Robert  Whiteside,  of  Duluth,  the  Pattersoia 
brothers,  and  Lewis  Rushlow. 

The  Chairman.  On  what  terms  and  conditions  was  the  suit  dis- 
missed ? 

Mr.  Brown.  I  w.as  called  into  Mr.  Miller's  office  the  second  time. 
All  the  proceedings  happened  in  Mr.  Miller's  office,  and  th^  dis- 
missal was  consented  to  or  arrived  at  during  that  second  or  third 
meeting  that  we  had  with  Mr.  Congdon.  Mr.  Miller  asked  me  what 
we  should  do  in  the  matter.  He  said  that  if  we  went  any  further 
with  the  suit  we  would  have  to  have  other  attorneys,  and  I  said  to 
him,  "Well,  of  course  we  will  have  to  demand  our  money  back  and 
get  an  agreement,  from  those  attorneys  and  from  the  Oliver  Iron 
Mining  Co.,  that  if  we  ship  any  ore  from  section  30  we  will  benefit 
to  the  same  extent  that  they  do." 

The  Chairman.  Whom  do  you  mean  by  "  they  "? 

]SIr  Brown.  The  Oliver  Iron  Mining  Co.,  who  had  represented  to 
us,  tlii'ough  their  attorneys,  that  they  desired  us  to  withdraw  the  suit 
for  the  reason  that  they  could  bring  about  the  result  that  we  sought 
to  bring  about  in  another  way. 

The  Chairman.  What  was  that  result? 

Mr.  Broavn.  I  do  not  know  what 

The  Chairman.  The  reduction  of  the  rates? 
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Mr.  Brown.  The  rfeduction  of  the  freight  rates. 

Mr.  Eeed.  When  you  speak  of  their  attorneys  you  mean  Mr.  Bill- 
sion's  firm? 

Mr.  Bbown.  Yes. 

Mr.  Baetlett.  Who  were  at  the  same  time  your  attorneys  ? 

Mr.  Brown.  Yes. 

Mr.  Baetlett.  And  they  had  arrived  at  the  point  where  your  in- 
terests in  the  matter,  which  they  repesented,  and  the  interest  of  their 
other  clients,  the  Oliver  Iron  Mining  Co.,  whom  they  represented, 
conflicted;  is  that  true? 

Mr.  Beown.  Yes. 

Mr.  Baetlett.  And  for  that  reason  thiey  said  to  you  that  at  that 
point  in  the  case  they  could  not  proceed  any  further,  because  the  in- 
terests of  their  two  clients  conflicted;  is  that  it? 

Mr.  Beown.  That  was  the  representation. 

Mr.  Baetlett.  And  that  they  could  not  further  proceed  to  repre- 
sent you  because  of  that  conflicting  interest ;  is  that  right  ? 

Mr.  Beown.  Yes :  and  because  of  the  fact  that  there  were  not  suf- 
ficient funds. 

Mr.  Baetlett.  What? 

Mr.  Beown.  And  because  of  the  fact,  as  they  stated,  that  there 
were  not  sufficient  funds. 

Mr.  Baetlett.  What  do  you  mean — suiHcient  fees,  or  what? 

Mr.  Beown.  Money  to  carry  on  the  suit  further. 

Mr.  Baetlett.  Do  you  mean  fees  or  costs,  or  what  do  you  mean? 
You  said  "  sufficient  funds." 

Mr.  Brown.  I  do  not  know  whether  it  was  fees  or  whether  it  was 
costs. 

Mr.  Baetlett.  Do  you  mean  there  were  not  fees  for  lawyers  or 
sufficient  money  to  pay  costs  and  things  of  that  sort?  Which  was 
it^or  both  ? 

Mr.  Beown.  Or  both,  maybe. 

Mr.  Baetlett.  Did  they  tell  you  which? 

Mr.  BRowisr.  Sir  ?  ,  ,  j 

Mr.  Baetlett.  Did  you  understand  from  them  that  they  could 
not  proceed  because  of  the  insufficiency  of  the  fees  or  the  insufficiency 
of  the  amount  to  pay  costs,  or  both? 

Mr.  Brown.  Both.  .u^       j     tt-     • 

Mr  Danfoeth.  Were  these  gentlemen  you  mentioned — Higgins 
and  Whiteside— and  the  rest  of  them,  parties  to  this  proceeding? 

Mr.  Brown.  By  a  promise  to  aid  financially,  providing  the  suit 
was  carried  through  to  a  termination.  ^     ,  •., 

Mr  Dantoeth.  They  were  not  parties,  as  1  understand  it? 

Mr!  Brown.  So  far  as  the  record  was  concerned,  not. 

Mr.  DAnfoeth.  Yes.  .  t  u    i  ^  » 

The  Chaieman.  Was  your  money  paid  back  to  you? 

Mr.  Beown.  Yes.  ,         ,  , 

The  Chairman.  Was  any  agreement  made  or  any  memorandum 
of  an  agreement  that  you  were  to  receive  the  same  reduction  or  ad- 
vantage in  the  freight  rates,  in  consideration  of  the  dismissal  of  this- 
suit,  that  the  Oliver  Iron  Mining  Co.  was  to  receive? 

Mr.  Brown.  Yes. 

The  Chairman.  Now,  teU  about  that. 
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Mr.  Eeed.  I  would  suggest  that  the  agreement  itself  is  the  best 
evidence. 

The  Chaieman.  If  the  agreement  can  be  produced,  produce  it; 
and  if  it  can  not  be,  tell  why. 

Mr.  Bkown.  a  memorandum  was  written  out  by  Mr.  Congdon — 
not  typewritten,  but  written  out  with  a  pen — in  effect  guaranteeing 
us,  if  we  shipped  any  ore  from  section  30,  the  title  being  at  that  time 
in  the 

Mr.  Young.  I  do  submit,  Mr.  Chairman,  that  we  ought  to  at  least 
find  out  if  that  paper  can  be  produced. 

The  CHAER^srAN.  That  is  what  he  is  telling  about. 

Mr.  Young.  No;  he  is  giving  the  contents  of  the  paper  without 
saying  that  he  has  not  got  it  in  his  pocket. 

The  Chairman.  Have  you  that  paper? 

Mr.  Brown.  You  will  pardon  me.  I  have  not  got  it.  I  know 
where  I  last  saw  it,  and  I  know  where  I  think  it  is. 

The  Chairman.  Go  ahead  and  tell  about  that. 

Mr.  Brown.  If  you  will  permit  me,  I  will  make  myself  as  plain 
as  possible. 

Mr.  Young.  The  point  we  want  to  know  about  is  whether  he  can 
get  it.  ■ 

Mr.  Brown.  I  am  not  here  on  my  own  suggestion,  by  any  means, 
and  I  am  imder  oath. 

The  Chairman.  Go  ahead. 

Mr.  Bartlett.  Mr.  Chairman,  the  counsel  for  the  steel  company 
has  suggested,  and  I  think  properly,  that  the  contents  of  the  paper, 
if  it  is  in  existence,  can  be  better  proved  by  the  paper  itself  than  by 
oral  evidence  of  its  contents,  which  is  self-evident. 

The  Ch.virman.  It  is  a  simple  rule  of  law.     Nobody  questions  it. 

Mr.  Bartlett.  While  its  contents  may  be  admissible  by  oral  testi- 
mony, it  seems  to  me  that  even  in  this  sort  of  a  hearing  counsel  ought 
to  make  an  effort  to  procure  the  best  evidence. 

The  Chairman.  Perhaps  I  anticipated  the  witness.  I  am  per- 
fectly willing  to  have  it  go  in  that  way.  State  whether  or  not  you 
have  the  paper? 

Mr.  Bkown.  I  have  not. 

The  Chairman.  TATiere  was  it  the  last  time  you  saw  it? 

Mr.  Brown.  In  Mr.  Miller's  possession. 

Mr.  Gardner.  How  long  ago  ? 

The  Chairman.  How  long  ago  was  that  ? 

Mr.  Brown.  Just  a  moment;  it  was  in  1898  I  think. 

The  Chairman.  Following  the  strict  laws  of  evidence,  of  course,  a 
contract  or  a  writing  of  that  kind  must  be  produced,  or  it  must  be 
accounted  for.  I  will  state  to  the  committee  that  before  Mr.  Brown 
gets  through,  as  he  is  telling  this  in  chronological  order,  he  will 
account  fully  for  his  inability  to  produce  this  paper,  and  give  you 
the  best  account  he  can  possibly  of  its  possession. 

Mr.  Gardner.  It  will  not  take  any  longer  to  do  it  now  than  it  wiU 
then.    Why  not  have  it  in  the  natural  order  ? 

The  Chairman.  Have  you  that  paper  ? 

Mr.  Brown.  No,  sir. 

The  Chairman.  And  the  last  time  you  saw  it  it  was  in  Mr.  Mil- 
ler's possession? 

Mr.  Brown.  Yes. 
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_   The  Chaieman,  I  will  ask  Mr.  Miller  about  it  right  now.    I  will 
just  ask  Mr.  Miller  to  be  sworn. 

TESTIMONY  OF  MR.  A.  M.  MILLEE. 

(The  witness  was  sworn  by  the  chairmao.) 

The  Chairman.  Mr.  Miller,  have  you  that  paper? 

Mr.  MiLLEE.  I  do  not  know,  sir.  I  put  it  in  my  safe  many  years 
ago.  It  was  a  piece  of  paper  about  this  size  [indicating  pad  about 
6  inches  by  4  inches].  It  was  white  paper.  Mr.  Congdon  made  a 
memorandum  on  it. 

Mr.  YoTJNG.  Have  you  looked  for  that  paper  ? 

Mr.  Miller.  No,  sir;  I  have  not.  I  am  in  New  York,  and  that 
is  out  in  Duluth. 

Mr.  Bartlett.  Have  you  got  the  same  office  in  Duluth  that  you 
had  then  ? 

Mr.  Miller.  I  have  the  same  safe  and  the  same  office. 

The  Chairman.  Will  you  make  an  effort  to  secure  that  paper  and 
turn  it  over  to  this  committee  ? 

Mr.  Miller.  I  will  be  glad  to. 

The  Chairman.  Now,  go  ahead  and  tell  all  about  it. 

Mr.  Baetlett.  Do  you  think  you  can  find  it  ? 

Mr.  Miller.  I  think  so,  unless  my  son  has  destroyed  it.  It  was 
just  a  memorandum,  but  it  was  attached  to  documents  that  at  that 
time  pertained  to  matters  of  that  sort. 

Mr.  Bartlett.  Do  you  think  it  is  lost? 

Mr.  MiLLEB.  No,  sir !  I  do  not  think  so. 

Mr.  Beall.  Who  signed  this  document? 

Mr.  Miller.  Mr.  Congdon.  I  do  not  know  that  he  even  signed 
it.  It  was  just  a  memorandum  on  which  we  were  to  make  a  con- 
tract or  agreement. 

Mr.  Beall.  Was  the  memorandum  prepared  by  your  lawyer  ? 

Mr.  Miller.  No;  by  Mr.  Congdon  for  the  Oliver  company.  He 
Avas  not  there  in  his  own  behalf,  but  for  a  deal  on  behalf  of  the  Oliver 
company. 

Mr.  Bartlett.  It  was  not  a  contract  signed  by  anybody? 

Mr.  Miller.  It  was  not  a  contract. 

Mr.  Bartlett.  It  was  a  memorandum  for  convenience  ? 

Mr.  Miller.  It  was  a  memorandum  of  what  the  agreement  should 
be,  and  to  which  we  consented. 

Mr.  Baetlett.  Nobody  signed  it;  it  was  a  mere  memorandum. 

Mr.  Miller.  That  is  my  recollection. 

Mr.  Bartlett.  A  mere  memorandum  for  convenience,  and  refresh- 
ing your  memory,  or  somebody  else's  memory? 

Mr.  Miller.  A  memorandum  he  gave  me,  or  both  of  us,  probably, 
of  what  we  had  understood,  and  the  conclusion  we  had  arrived  at. 

Mr.  Young.  Was  that  followed  up  by  a  written  agreement? 

Mr.  Miller.  It  was  not. 

Mr.  Bartlett.  That  is  not  such  a  paper,  in  my  opinion,  as  would 
be  required  to  be  produced,  or,  if  it  is  lost,  to  be  accounted  for.  It 
is  a  mere  memorandum,  for  the  convenience  of  somebody  else,  of 
what  occurred  in  this  conversation. 

The  Chairbian.  I  entirely  agree  with  you.  I  am  inclined  to 
consider  that  it  should  be  produced,  if  possible,  as  the  best  evi- 
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dence.  and  I  am  inclined  to  produfie  it:  but  I  do  not  think  that  it  i^ 
a  paper  the  production  of  wnich  is  absolutely  necessary,  or  proof  of 
the  loss  or  destruction  of  which  is  absolutely  necessary  to  make  oral 
evidence  concerning  it  competent. 

Mr.  Beall.  Was  that  agreement  ever  reduced  to  any  other  form 
and  signed? 

Mr.  Mn.i.Ej?.  That  was  to  be  done  the  following  day;  but  instead 
of  its  being  reduced  then  to  the  form  of  an  agreement,  Mr.  Cong- 
don  came  around  and  backed  out  of  the  whole  bxisine^. 

Mr.  Babtlett.  Oh ! 

Mr.  IvEED.  I  would  siigireftt.  if  the  committee  please,  that  this 
written  aji^re'iaent,  made  at  the  time,  embodied  all  of  the  terms  of 
the  agreement. 

Mr.  Bartlett.  He  has  not  testified  to  that. 

Mr.  Reed.  Mr.  Brown  has  not,  but  Mr.  Miller  has  just  testified  to 
that;  therefore  I  submit  that  it  is  the  best  evidence  of  the  agreement, 
and  that  secondary  evidence  ought  not  to  be  admitted  as  long  as  the 
j>A])fT  is  in  existence  and  can  be  produced. 

^Ir.  Baktleit,  T  do  not  agree  with  you  about  that. 

The  Chairman.  We  will  make  an  effort  to  secure  it. 

^Ir.  Eeed.  I  will  ask  the  committee  to  rule  on  my  objection. 

Mr.  Gaedneb.  Let  us  hear  the  objection  again. 

The  Chairjiax.  Mr.  Reed,  will  you  state  it  again  ? 

Mr.  Eel-d.  For  the  information  of  those  members  of  the  commit- 
tee who  have  not  heard  what  preceded,  I  will  .say  that  Brown  and 
Miller  have  both  testified  that  at  the  time  their  attorneys  notified 
them  that  they  wished  to  dismiss  this  complaint  against  the  Duluth  & 
Iron  Range  Railroad  because  the  interests  of  their  clients  conflicted 
with  the  ftirther  prosecution  of  that  case,  and  because  fnnd^  to  pay 
fees  and  expenses  of  litigation  were  not  forthcoming  in  sufficient 
amount  at  that  time,  a  memorandum  was  made  by  Mr.  Congdoo,  the 
attorney  for  Brown  and  Miller  in  that  prosecution,  and  also  the 
attorney  for  oiit.side  interests. 

Mr.  Mn-iJEB.  Please  do  not  say  for  Miller  and  Brown.  He  was 
attorney  for  an  association  that  had  been  formed  to  act  for  them. 
I  had  nothing  to  do  with  the  suit. 

Mr.  Reed.  I  understood  Mr.  Brown  that  Mr.  Miller  was  one  of 
Congdon's  clients.    If  that  is  incorrect  I  will  withdraw  it. 

Mr.  Miller.  I  was  not,  at  all. 

Mr.  Gardner.  He  was  Mr.  Brown's  lawyer? 

Mr.  Reed.  He  was  Mr.  Brown's  lawyer,  too;  and  that  memoran- 
dum was  drawn  at  that  time  by  Congdon,  stating  the  terms  on  which 
the  suit  might  be  dismissed. 

Mr.  Gardner.  That  is,  might  be  dismi.«sed  by 

Mr.  Rekd.  By  these  attorneys  in  behalf  of  the  complainants,  Mr. 
Brown  and  others. 

Mr.  Gabdneb.  That  is  Billson  &  Congdon? 

ilr.  Reed.  The  firm  was  composed  ot  Billson,  Congdon,  and  some 
others  whose  names  I  do  not  know. 

Mr.  Gardner.  Is  it  testified  that  Mr.  Congdon  drew  up  a  memo- 
randum ?     Did  they  testify  to  that  ? 

Mr.  Reed.  I  was  just  coming  to  that.  The  witnesses  have  said  that 
at  the  time  of  this  conference  Mr.  Congdon  drew  up  the  memorandum 
of  the  tenrj-  on  which  the  suit  mi^t  be  dismissed,  and  that  that 
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memorandum  was  then  taken  by  Mr.  Miller,  who  believes  that  he  has 
it  to-day  in  his  safe  in  Duluth,  and  that  he  can  get  it  by  going  to 
Duluth  or  sending  for  it.  They  further  testified  that  they  intended 
that  a  formal  agreement  should  be  drawn  the  following  day  em- 
bodying the  same  terms,  but  that  no  such  formal  agreement  was  so 
prepared. 

Mr.  Brown.  I  beg  your  pardon ;  I  did  not  so  testify,  and  did  not 
understand  it  so. 

Mr.  Reed.  I  am  referring  now  to  the  testimony  of  Mr.  Miller. 

Mr.  Gardner.  I  heard  Mr.  Miller's  testimony  on  that  point. 

Mr.  Reed.  Permit  me  to  finish.  That  as  no  subsequent  agreement 
was  prepared,  this  written  memorandum  which  Miller  thinks  he  has 
in  his  safe  is  the  only  writing  showing  the  terms  on  which  that  suit 
was  dismissed;  and  I  object  to  oral  evidence  of  the  contents  of  that 
memorandum,  because  I  say  that  the  memorandum  is  itself  the  best 
evidence,  and  during  its  existence  the  only  admissible  evidence  of  its 
contents. 

Mr.  Gardner.  I  understand  that  that  contract  was  not  signed,  and 
according  to  the  testimony  of  one  of  the  witnesses  it  was  withdrawn. 

Mr.  Reed.  I  do  not  remember  any  evidence  to  the  effect  that  it  was 
withdrawn. 

Mr.  Gardner.  Well,  not  consummated. 

Mt.  Beall.  Mr.  Miller  testified  that  Congdon,  the  next  day,  came 
around  and  withdrew  the  proposition.  That  is  substantially  what  I 
understood  the  testimony  to  be. 

Mr.  Reed.  I  did  not  so  understand  him.  I  understood  that  he  with- 
drew from  the  case. 

Mr.  Gardner.  And  you  object  to  this  witness  testifying  further  to 
the  contents  of  a  written,  unsigned  memorandum? 

Mr.  Reed.  Precisely  so,  except  that  the  witness  does  not  say  that  it 
was  unsigned.  .  . 

Mr.  Gardner.  He  says  that  he  does  not  know  whether  it  was  signed 

or  not.  ,      .  „      .       1       ^ 

Mr.  Miller.  No  ;  I  think  that  it  was  the  following  day  Congdon 
came  and  wanted  to  get  the  memorandum,  and  I  would  not  give  it  to 

The  Chairman.  I  heard  of  this  memorandum  and  served  a  sub- 
poena duces  tecum  on  Mr.  Miller  to  produce  this  document. 

Mr  Miller.  I  do  not  know  whether  it  is  there.  I  never  thought  of 
it.    If  it  is  there  I  will  be  glad  to  give  it  to  you. 

The  Chairman.  He  said  he  did  not  have  it ;  that  he  was  in  New 
York  and  not  in  Duluth,  and  he  could  not  write  on  there  for  it. 

Mr.  Gardner.  When  was  the  subpoena  served  on  youH 

Mr!  Miller.  On  Saturday,  I  think. 

The  Chairman.  The  chairman  has  made  every  eflort  to  produce 

*  Mr  "gS^dner.  I  should  be  perfectly  willing  to  hear  the  evidence 
without  the  production  of  the  document  -    ,  ■  . 

The  Chairman.  There  was  an  oral  understanding,  of  which  a  writ- 
ten memorandum  was  taken  at  the  time.  It  was  not  a  writteij  con- 
tract but  the  lawyer  put  down  in  writing  a  memorandum  of  what 
"  „  orally  agreed  to,  and  what  he  is  testifying  to  is  what  was  agreed 
to?  It  is  thoroughly  competent  for  that  reason. 
1T042— No.  33—11 2 
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Mr.  Gardner.  I  would  like  to  hear  his  evidence,  whether  it  is 
strictly  competent  or  not  at  this  late  date,  although  I  should  not  have 
as  much  confidence  in  his  evidence  as  in  the  written  agreement. 

The  Chairman.  Do  you  want  a  vote  on  your  objection  ? 

Mr.  Reed.  If  the  committee  overrules  my  objection  I  have  no  right 
to  caU  for  a  vote. 

The  Chairman.  Does  any  member  of  the  committee  want  to  put 
this  thing  to  a  vote? 

Mr.  Daneoeth.  Mr.  Chairman,  I  do  not  care  to  vote  on  the  sub- 
ject, and  I  do  not  ask  for  a  vote ;  but  it  seems  to  me  that  this  whole 
line  of  inquiry  is  immaterial. 

The  Chairman.  I  think  the  materiality  of  it  will  develop. 

Mr.  Beall.  I  want  to  say  that  I  think  the  chairman  ought  not  to 
content  himself  with  saying  that  the  materiality  will  appear  in 
future — that  the  chairman  ought  to  give  us  some  idea  in  what  respect 
it  will  appear.  My  curiosity  is  whetted  a  good  many  times  by  hear- 
ing that  statement,  and  I  would  like  to  know,  while  the  testimony  is 
bemg  adduced,  how  long  it  is  going  to  be  material.  I  think  we  could 
understand  the  testimony  better  and  have  a  better  grasp  of  it.  I  am 
not  intending  to  cast  any  reflection  on  the  chairman. 

The  Chairman.  I  am  perfectly  willing  to  do  that. 

Mr.  Beall.  I  think  it  would  be  a  very  great  favor  to  us  if  the 
chairman,  when  he  makes  such  a  statement  as  that,  would  follow  it 
up  with  a  statement  how  it  is  to  be  material. 

The  Chairman.  I  will  explain  to  the  gentleman.  The  chair- 
man hesitates  always  to  interpret  evidence,  because  it  puts  the  chair- 
man in  the  attitude,  to  a  degree,  of  being  an  advocate;  and  that  I  am 
not.  I  am.  always  more  than  willing  and  delighted,  and  I  endeavor, 
as  far  as  my  very  busy  life  will  permit  me,  to  explain  to  mem- 
bers of  the  committee  the  evidence  that  is  to  be  adduced  and  what 
that  evidence  is.  The  committee  all  understand  how  utterly  im- 
possible it  is  for  the  chairman  always  to  do  that.  I  do  not  think 
there  is  a  member  of  the  committee  who  does  not  know  how  my  time 
is  occupied  from  9  o'clock  in  the  morning  to  11  o'clock  at  night, 
and  it  is  not  always  possible. 

This  evidence  will  tend  to  show,  in  my  opinion,  that  this  suit 
was  dismissed  for  the  reason  that  the  Oliver  Iron  Mining  Co.  se- 
cured from  one  or  more  of  these  railroads  concessions;  that  this 
suit  was  brought  to  force  these  concessions;  and  without  the  knowl- 
edge of  the  complainants  themselves,  as  soon  as  those  concessions 
were  obtainable  the  suit  was  dismissed  and  the  Oliver  Iron  Mining 
Co.  and  a  few  others  became  the  sole  beneficiaries,  they  receiving 
one  rate  and  all  other  shippers  on  these  ranges  receiving  another  rate. 

Mr.  Beall.  In  other  words,  that  they  received  a  rebate? 

The  Chairman.  A  rebate. 

Mr.  Beall.  Is  not  the  material  fact  in  a  matter  of  that  sort  the 
fact  that  they  did  receive  a  rebate,  and  is  it  not  rather  immaterial 
to  go  into  minutiae  of  how  that  rebate  was  given  them  ?  The  grava- 
men of  the  offense  is  the  giving  of  a  rebate ;  and  if  it  is  shown  that 
they  did  receive  a  rebate,  it  does  not  seem  to  me  like  it  is  necessary  to 
go  any  further. 

The  Chairman.  The  chairman  of  the  committee  can  not  possibly 
control  the  manner  in  which  the  witness  details  these  statements. 
If  the  gentleman  has  followed  my  questions  he  will  know  that  the 


UNITED  STATES   STEEL  COEPOBATION.  2331 

questions  I  have  asked  have  been  direct.    That  is  all  the  chairman 
can  do. 

Mr.  Young.  If  this  witness  has  any  knowledge  of  a  rebate  being 
given,  a  question  directed  immediately  to  that  point  would  show 
what  he  knows ;  and  if  he  knows  nothing  about  that,  then  it  is  imma- 
terial on  that  question. 

Mr.  Reed.  Does  the  chairman  expect  that  the  evidence  will  tend  to 
show  that  any  such  rebate  was  paid  after  the  organization  of  the 
United  States  Steel  Corporation? 

The  Chaibman.  A  rebate  after  the  organization  of  the  Steel  Cor- 
poration would  scarcely  be  necessary,  since  the  Steel  Corporation 
does  not  own  the  line. 

Mr.  Brown,  what  was  the  understanding  upon  which  this  suit  was 
to  be  dismissed?  You  said  you  were  to  get  the  same  concessions  as 
the  Oliver  Iron  Mining  Co.  What  concessions  was  the  Oliver  Iron 
Mining  Co.  to  get?  Were  they  to  get  a  better  rate  than  people 
generally  ? 

Mr.  Reed.  That  is  objected  to  until  it  is  shown,  or  offered  to  be 
shown,  that  the  United  States  Steel  Corporation  or  some  of  its  sub- 
sidiary companies,  after  the  organization  of  the  Steel  Corporation, 
participated  in  these  rates. 

The  Chairman.  The  objection  is  overruled.  Now,  Mr.  Brown, 
you  will  please  answer  my  question. 

Mr.  Brown.  What  was  it? 

The  Chairman.  Was  the  consideration  upon  which  this  suit' was 
dismissed,  that  the  Oliver  Iron  Mining  Co.  was  to  receive  a  more  ad- 
vantageous freight  rate  than  shippers  generally?" 

Mr.  Brown.  Yes. 

The  Chairman.  All  right. 

Mr.  Brown.  And  that  we  were  to  participate,  providing  we  ship- 
ped from  a  certain  district  which  was  explicitly  described  as  sec- 
tion 30. 

The  Chairman.  Did  you  ever  make  any  demand  for  those  conces- 
sions after  this  suit  was  dismissed? 

Mr.  Brown.  I  did  not,  directly;  but  Mr.  Miller,  jr.,  was  operating 
a  property  on  the  Mesaba  Range,  east  of  the  Duluth,  Missabe  &  North- 
ern Railroad,  called  Mayas,  and  I  suggested  to  him  that  he  get  the 
benefit  of  that  concession  that  was  promised  to  us,  and  he  made  the 
demand,  and  he  was  asked  if  that  did  not  apply  only  to  section  SO, 
and  there  it  ended.  That  was  after  the  formation  of  the  steel 
company. 

The  Chairman.  He  was  asked  if  that  did  not  apply  only  to  sec- 
tion 30? 

Mr.  Brown.  Yes.  ,       .    ,      ,  ,    ^, 

Mr.  Reed.  I  would  like  to  suggest  that  it  be  shown  whether  this 

witness  was  present. 

Mr.  Young.  Who  said  that? 

Mr.  Brown.  Some  official  of  the  Oliver  Iron  Mining  Co ;  I  do  not 
know  Avho. 

Mr.  Young.  He  said  that  to  Mr.  Miller. 

Mr.  Brown.  To  Mr.  Miller,  jr. 

Mr.  Young.  In  your  presence? 

Mr.  Brown.  No,  sir. 
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Mr.  Young.  Then  you  know  nothing  about  it  except  what  Miller 
told  you? 

Mr.  Bkown.  Well,  I  know  that  he  told  me  the  truth ;  that  is  all. 

Mr.  Young.  How  do  you  know  that  he  told  you  the  truth  ? 

Mr.  Beown.  Well,  I  do  know,  or,  at  least,  I  believe,  there  are  cer- 
tain men  who  tell  the  truth.     There  are  others,  I  believe,  who  do  not. 

Mr.  Young.  That  is,  you  had  such  faith  in  his  honesty  that  you 
believed  what  he  told  you  was  true?  i 

Mr.  Brown.  You  express  it  exactly.  I  had  such  faith;  yes.  It 
was  a  faith  based  on  long  years  of  experience. 

The  Chairman.  Was  that  concession  in  freight  rates,  or  that  pro- 
posed concession  in  freight  rates,  that  agreement  that  you  were  to 
get  the  same  rate  that  the  Oliver  Iron  Mining  Co.  did,  incorporated 
m  that  memorandum? 

Mr.  Brown.  Yes,  sir. 

The  Chairman.  Did  you  go  back  and  ask  to  have  that  put  into 
the  form  of  a  definite  contract? 

Mr.  Brown.  No,  sir.  Mr.  Congdon  came  back  the  next  day  and 
asked  for  a  return  of  that  memorandum.  My  office  is  just  above 
Mr.  Miller's,  and  1  was  called  down,  of  course,  being  one  of  the 
petitioners  who  was  supposed  to  consent  to  the  dismissal,  and  I  re- 
member the  circumstance  very  well.  Mr.  Congdon  said  that  he  could 
not  go  to  Mr.  Oliver  with  a  proposition  of  that  sort,  for  the  reason 
that  he  would  be  likely  to  tell  him  that  he  had  better  go  back  and 
suckle  his  mother  for  a  few  years  longer  and  learn  how  to  practice 
law. 

The  Chairman.  In  other  words,  that  was  not  the  kind  of  a  con- 
tract to  be  put  into  writing? 

Mr.  Reed.  I  object,  that  that  was  not  what  the  witness  said. 

The  Chairman.  Was  that  his  meaning?  Was  that  what  you 
meant  to  convey? 

Mr.  Brown.  I  leave  that  to  you  attorneys. 

Mr.  Gardner.  Mr.  Chairman,  I  do  not  think  that  that  is  a  proper 
line  of  questioning,  asking  him  what  he  thinks  and  what  he  meant 
to  convey.    Let  him  repeat  the  words  that  were  said. 

The  Chairman.  What  was  it  he  desired  to  convey?  I  do  not 
want  to  reflect  on  these  attorneys.  What  I  want  is  to  get  at  the 
circumstances  under  which  this  suit  was  dismissed. 

Mr.  Gardner.  I  do  not  think  he  ought  to  testify  to  somebody 
else's  paraphrasing  of  what  the  attorney  said,  but  let  him  give  the 
attorney's  exact  words,  so  far  as  he  can  recollect  them. 

The  Chairman.  What  idea  did  he  convey  to  you?  What  did  you 
understand  by  what  he  said  ? 

Mr.  Gardner.  No  ;  what  did  he  saj  ? 

Mr.  Young.  It  seems  to  me  that  is  the  same  question  right  over. 
He  has  stated  what  he  said. 

The  Chairman.  It  is  not  intelligible  to  me. 

Mr.  Young.  It  is  for  us  to  determine  what  he  meant,  not  for  the 
witness. 

The  Chairman.  I  think  the  witness,  under  all  the  circumstances, 
has  a  perfect  right  to  say  what  he  understood. 

Mr.  Young.  He  would  not  have,  if  any  court  conducted  within 
gunshot  of  the  rules  of  evidence 

The  Chairman.  I  think  this  is  conducted  within  gimshot  of  the 
rules  of  evidence.    The  chairman  may  be  a  very  poor  lawyer. 
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Mr.  Danforth.  Are  we  going  to  set  aside  several  days  now  to  hear 
Billson  and  Congdon,  to  set  this  matter  straight,  to  defend  their 
reputations  ? 

The  Chairman.  I  do  not  care  whether  they  come  or  not.  I  will 
hear  them  if  they  come  here.  I  do  not  want  to  reflect  on  Billson  or 
Congdon  or  Cotton  or  anybody  else.  I  want  to  hear  the  facts.  I 
regard  this  matter  as  of  the  gravest  and  most  serious  importance. 
Here  is  iron  ore  being  shipped  from  the  Vermilion  and  Mesabi 
Ranges  at  the  rate  of  80  cents  a  ton.  If  that  rate  is  excessive,  the 
surplus  cost  is  transferred  by  scientific  gradations  until  it  falls  on 
every  man  who  buys  the  product  of  that  ore  from  a  needle  to  a  crow- 
bar. This  so-called  suit  before  the  railroad  and  warehouse  com- 
mission of  Minnesota  was  heralded  before  the  Ways  and  Means  Com- 
mittee as  an  adjudication  of  this  matter.  The  same  thing  was  done 
before  this  committee  by  the  chairman  of  the  Steel  Corporation  him- 
self. The  public  have  been  led  to  believe,  in  my  opinion,  that  this 
matter  was  adjudicated  after  a  full  and  fair  and  complete  hearing, 
and  if  that  suit  was  a  mere  farce  by  which  one  concern  secured  a 
rebate  over  the  other  concerns,  and  if  those  rates  have  never  been 
investigated,  and  if  no  court  of  competent  jurisdiction  has  ever  de- 
termined whether  they  are  fair  or  unfair,  I  think  this  committee  and 
the  country  ought  to  know  it.     That  is  the  attitude  of  the  chairman. 

Mr.  Eeed.  I  want  to  state  right  here  that  no  claim  has  been  made, 
so  far  as  we  are  aware,  that  this  suit  resulted  in  any  adjudication. 

Mr.  Young.  It  certainly  was  not  made  by  Judge  Gary.  He  re- 
ferred to  another  proceeding,  which  turned  upon  the  question  of 
whether  the  shipment  was  an  interstate  shipment  or  an  intrastate 
shipment.     That  is  the  question  that  Judge  Gary  testified  to. 

The  Chairman.  If  the  gentleman  wiM.  get  the  hearings  of  the 
Ways  and  Means  Committee,  he  will  find  that  Judge  Gary  men- 
tioned that  very  case. 

Mr.  Young.  1  do  not  know  what  he  stated  before  the  Ways  and 
Means  Committee. 

Mr.  Danforth.  Do  you  think  this  is  important  ? 

The  Chairman.  I  think  it  is  important  that  the  facts  should  be 
known.  I  do  not  care  an3i;hing  about  these  attorneys.  What  I  want 
the  committee  to  know,  and  what  I  want  the  country  to  know,  is 
the  circumstances  under  which  this  suit  was  dismissed. 

Mr.  Young.  Mr.  Chairman,  everybody  agrees  that  this  question 
has  not  been  adjudicated,  as  to  whether  these  rates  were  fair. 
Whether  they  were  fair  or  not,  I  think,  with  the  chairman,  is  a 
matter  for  investigation  by  this  committee;  whether  rebates  were 
given  to  the  Steel  Corporation  or  any  of  its  subsidiaries  I  think  is  a 
proper  matter  for  this  committee  to  investigate;  but  I  can  not  see 
how  this  controversy  between  Mr.  Brown  and  his  attorney  tends  to 
throw  any  light  on  the  question  of  whether  there  were  rebates  or 

whether  the  rate  is  fair.  .   -,  •    t,t     /-.       j  ^-u         ^u 

The  Chairman.  I  am  not  interested  m  Mr.  Congdon  or  these  other 

Mr  Young.  I  make  no  charge  at  all;  I  think  that  the  chairman 
wants  to  be  fair;  but  the  only  result  that  can  come  from  this  testi- 
mony is  to  raise  a  question  between  this  gentleman  and  his  attorneys, 
in  which  they  are  charged,  as  I  understand  the  evidence,  with  prac- 
tically selling  him  out. 
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The  Chairman.  No,  I  do  not  think  he  makes  such  a  charge,  and 
I  do  not  understand  him  to  make  it. 

Mr.  Gardner.  I  think  we  ought  to  get  at  what  you  are  driving  at 
without  giving  this  witness  an  opportunity  to  open  up  old  sores  with 
which  we  have  no  concern;  to  wit,  his  troubles  with  his  counsel.  I 
really  think  you  can  get  at  your  information  in  some  other  way,  by 
confining  the  witness  to  the  point  of  the  question.  It  does  not  seem 
to  me  fair.  You  say  you  want  the  country  to  know.  What  do  you 
want  the  country  to  know?  You  want  the  country  to  know  the 
facts  with  regard  to  the  rebate  and  the  facts  with  regard  to  the  suit; 
but  an  ex  parte  statement  of  this  witness  as  to  his  relations  with  his 
lawyers  is  a  very  unjust  thing  to  those  lawyers,  unless  you  intend 
to  bring  them  here,  which  to  my  mind  would  be  a  perfect  waste  of 
our  time. 

The  Chairman.  Certainly. 

Mr.  Gardner.  It  seems  to  me  if  you  do  not  give  this  witness  an 
opportunity  to  display  what  may  possibly  seem  to  be  a  rancorous 
feeling  toward  his  attorneys,  our  purpose  in  ascertaining  the  nature 
of  this  suit  can  be  just  as  well  ascertained. 

The  Chairman.  I  do  not  understand  from  Mr.  Brown  or  from 
his  testimony  here  that  he  has  any  rancorous  feeling  or  that  he 
means  to  display  any  such  feelings. 

Mr.  Gardner.  I  would  like  to  ask  the  stenographer  to  read  what  he 
said. 

The  Chairman.  But  he  wants  us  to  know  that  he  did  not  volun- 
tarily dismiss  that  suit. 

Mr.  Young.  He  has  sworn  to  that,  and  then  he  has  sworn  to  the 
circumstances. 

Mr.  Beall.  Mr.  Brown,  let  me  ask  you  one  question  right  there. 

Mr.  Brown.  Yes. 

Mr.  Beall.  At  the  time  Mr.  Congdon  came  and  asked  for  the  re- 
turn of  this  paper,  as  intending  the  revoking  of  that  agreement,  had 
the  suit  actually  been  dismissed? 

Mr.  Brown.  My  hearing  is  a  little  defective.  Will  you  please 
repeat  your  question? 

Mr.  Beall.  At  the  time  that  Mr.  Congdon  came  back  and  asked 
for  the  return  of  this  paper  had  the  suit  been  actually  dismissed? 

Mr.  Brown.  No,  sir. 

Mr.  Beall.  How  long  after  that  was  it  before  it  was  dismissed  ? 

Mr.  Brown.  But  a  few  days. 

Mr.  Beall.  I  understood  that  in  the  first  conversation,  when  this 
memorandum  was  made,  you  agreed  that  the  suit  should  be  dis- 
missed ? 

Mr.  Brown.  Yes,  sir. 

Mr.  Beall.  The  next  day,  when  Congdon  came  back,  did  you  with- 
draw that  agreement? 

Mr.  Brown.  No,  sir ;  only,  all  that  happened  was  that  he  asked  for 
a  return  of  that  memorandum. 

Mr.  Beall.  You  understood,  then,  that  he  was  going  ahead  to 
withdraw  the  suit — to  dismiss  the  suit? 

Mr.  Brown.  The  conditions  that  we  agreed  to  remained  just  the 
same ;  otherwisCj  of  course,  I  would  not  have 

Mr.  Beall.  You  did  agree  to  the  dismissal  of  the  suit? 
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Mr.  Beown.  Yes. 

Mr.  BEALL.On  consideration  that  you  would  have  the  same  sort 
of  illegal  rebate  that  the  Oliver  Iron  Mining  Co.  had  been  receiving? 

Mr.  Reed.  Not  had  been  receiving;  was  to  receive. 

Mr.  Beall.  Well,  was  to  receive? 

Mr.  Brown.  I  presume  that  is  a  proper  statement  of  it. 

Mr.  Beall.  If  you  had  received  that,  you  would  have  been  per- 
fectly satisfied? 

Mr.  Brown.  I  do  not  know  that  I  would  have  been  perfectly 
satisfied  ?    I  never  was  in  a  position  to  demand  it. 

Mr.  Beall.  That  was  the  agreement? 

Mr.  Brown.  That  was  the  agreement. 

Mr.  Beall.  Yes.  ' 

Mr.  Brown.  And  to  get  the  money;  to  get  a  refund  of  the  money 
that  we  had  paid. 

Mr.  Beall.  You  got  that? 

Mr.  Brown.  We  got  that;  yes,  sir. 

Mr.  Beall.  But  you  do  not  think  that  in  fact  you  did  receive  the 
rebate  that  you  expected? 

Mr.  Brown.  Well,  I  was  never  in  any  position  to  demand  it. 

Mr.  Beall.  You  did  not  ship? 

Mr.  Brown.  Not  from  that  district. 

Mr.  Beall.  Not  from  that  region  or  zone? 

Mr.  Brown.  Mr.  Miller  asked  for  it  in  another  part  of  the  range, 
and  he  was  told  that  it  did  not  apply  in  that  case. 

Mr.  Beall.  Did  you  feel  aggrieved  at  that,  that  it  did  not  apply 
in  that  case? 

Mr.  Brown.  Did  I? 

Mr.  Beall.  Yes. 

Mr.  Brown.  No,  sir. 

Mr.  Beall.  So  far  as  you  were  concerned,  it  was  a  matter  of  in- 
difference ? 

Mr.  Brown.  If  I  may  state  what  I  felt  my  grievance  was,  it  was 
that  we  were  placed  in  a  false  position.  We  were  told  by  our  at- 
torneys, when  we  paid  our  money,  that  the  suit  would  be  carried 
through  without  any  further  advance  of  money,  and  at  the  conclu- 
sion of  the  suit  we  would  be  aided  by  those  other  people  whose  names 
I  have  given  here. 

Mr.  Beall.  And  you  were  disappointed  in  that  ? 

Mr.  Brown.  Yes. 

Mr.  Beall.  And  that  was  the  extent  of  your  grievance? 

Mr.  Brown.  Sir?  .  t, 

Mr.  Beall.  That  was  the  extent  of  your  grievance? 

Mr.  Brown.  No,  sir ;  no,  sir ;  not  at  all.  The  principal  extent  of 
the  grievance  was  the  misrepresentation,  or  the  view  that  the  public 
took  of  our  position.  It  was  generally  supposed— that  is,  by  many 
people  who  had  taken  notice  of  the  proceedings— that  Dr.  Conan  and 
Mr.  Brown — myself— had  profited  by  the  dismissal  of  the  suit,  and 
I  could  not  see  anything  in  the  attitude  of  those  who  were  instru- 
mental in  bringing  about  the  dismissal  to  discourage  that  view. 

The  Chairman.  I  will  say  frankly  that  with  that  phase  of  it  I  am 
not  concerned.  What  I  want  to  get  at  is  the  fact  that  this  suit  was 
dismissed  on  the  consideration  that  certain  people  should  get  dif- 
ferential rates ;  and  you  will  remember  that  Senator  Oliver  testified 


2336  UNITED   STATES   STEEL  COEPOKATION. 

here,  with  reference  to  the  Carnegie  Co.,  about  this  advantage  in 
rebates,  and  at  that  time  the  Oliver  Iron  Mining  Co.  was  a  sub- 
sidiary of  the  Carnegie  Co. 

Mr.  Keed.  This  witness  has  not  yet  testified,  Mr.  Chairman,  that 
the  Oliver  Iron  Mining  Co.  did  get  rebates. 

The  Chairman.  Well,  Senator  Oliver  spoke,  himself,  of  the  ad- 
vantages in  transportation  of  the  rebates  secured  by  Mr.  Carnegie. 
I  thiiik  this  is  competent  and  relevant,  and  of  great  interest  to  this 
committee  and  to  those  generally  interested  in  investigating  this 
matter,  to  understand  the  nistory  of  this  transaction. 

Mr.  Beall.  I  really  hope,  Mr.  Chairman,  that  we  have  got  all 
that  it  is  necessary  to  get;  for,  to  save  my  life,  I  can  not  see  why  it 
is  necessary  to  go  into  all  these  bypaths  and  follow  out  all  these 
collateral  inquiries.  It  strikes  me  that  the  better  way  would  be  to 
go  direct  after  it.  Of  course,  my  horizon  is  limited,  because  I  have 
but  little  knowledge  of  what  is  in  the  chairman's  mind  and  what 
is  subject  to  be  disclosed  by  these  witnesses. 

The  Chairman.  You  know  now  what  is  in  the  chairman's  mind, 
and  that  fact  is  exceedingly  relevant  in  the  study  of  the  history  and 
operation  of  these  roads. 

Mr.  Bartlett.  What  rates  were  the  Oliver  people  and  you  people 
paying  at  the  time  this  suit  was  brought  and  dismissed? 

Mr.  Brown.  The  published  rates  were  $1  from  the  Vermilion 
Kange  and  80  cents  from  the  Mesabi. 

Mr.  Bartlett.  The  suit  was  dismissed  with  the  understand  that 
what  were  to  be  the  rates  ? 

Mr.  Brown.  Sir? 

Mr.  Bartlett.  What  was  it  the  understanding  at  the  time  the  suit 
was  dismissed  that  the  rates  were  to  be? 

Mr.  Brown.  That  I  could  not  tell.    That  was  not  disclosed  to  me. 

Mr.  Bartlett.  Were  they  to  be  decreased  ? 

Mr.  Brown.  We  were  so  told. 

Mr.  Bartlett.  Were  they  decreased  ? 

Mr.  Brown.  I  do  not  know. 

Mr.  Danforth.  How  much  of  a  reduction  were  you  told  there 
would  be  made? 

Mr.  Brown.  I  was  not  told. 

Mr.  Danforth.  You  were  simply  told  they  would  be  reduced,  but 
not  how  far? 

Mr.  Brown.  We  were  simply  told  that  in  the  dismissal  of  the  suit 
the  conditions  on  which  the  suit  was  to  be  dismissed  were  that  we 
were  to  be  reimbursed  the  money  we  paid  to  our  attorneys,  and  with 
the  guaranty  that  if  we  shipped  ore  from  a  certain  region,  section 
30,  we  were  to  participate  in  this  reduction,  whatever  it  was,  which, 
of  course,  we  did  not  ascertain  that  the  Oliver  Iron  Mining  Co.  had 
secured. 

Mr.  Bartlett.  After  that  suit  was  dismissed  was  there  any  reduc- 
tion of  the  rates  from  this  particular  place  that  you  were  to  receive 
the  reduction  for  ? 

Mr.  Brown.  There  was  no  ore  shipped  from  that  district  until  a 
year  ago  last  summer. 

Mr.  Bartlett.  Were  the  same  rates  charged  then  as  were  charged 
before  ? 

Mr.  Brown.  I  think  so.    I  do  not  know. 
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Mr.  Baetlett.  Well 

Mr.  Beown.  The  people  who  are  operating  the  property  could 
tell  you  that. 

Mr.  Baetlett.  Yes. 

Mr.  YotjNG.  Mr.  Brown,  the  Pioneer  shipped  earlier  than  that? 

Mr.  Beown.  Oh,  certainly. 

Mr.  YoTJNG.  The  Pioneer  was  one  of  the  properties  on  which  the 
Oliver  Iron  Mining  Co.  acquired  a  lease  ? 

Mr.  Beown.  The  minimum  output  which  they  had  agreed  to 
would  mean  650,000  tons,  I  think,  the  year  commencing  the  current 
year. 

Mr.  Young.  Then,  if  the  Oliver  Iron  Mining  Co.  did  get  a  rebate, 
it  must  have  gotten  a  rebate  on  that  Pioneer  ore,  did  it  not? 

Mr.  Beown.  Oh,  yes ;  I  would  say  so. 

Mr.  Young.  And  that  was  shipping  very  soon  after  you  made 
this  contract? 

Mr.  Beown.  During  that  time  it  was  shipping  then. 

Mr.  Young.  You  had  already  made  your  lease  on  the  Pioneer 
to  the  Oliver? 

Mr.  Beown.  Well,  I  was  not  interested  in  the  fee  of  the  Pioneer. 
I  was  interested  in  the  stock ;  sold  out  the  stock  of  the  old  company. 

Mr.  Young.  Oh! 

Mr.  Beown.  And  the  old  lease  was  abrogated,  as  you  might  say. 

Mr.  Young.  You  mean  you  are  interested 

Mr.  Beown.  In  the  Savoy. 

Mr.  Young  (continuing).  In  the  lease  as  a  lessee? 

Mr.  Beown.  Yes. 

Mr.  Young.  The  Pioneer  Co.  was  the  lessee? 

Mr.  Beown.  Yes. 

Mr.  Young.  And  Dr.  Conan  and  these  other  gentlemen  owned  the 
fee? 

Mr.  Beown.  Yes,  sir. 

Mr.  Young.  You  were  never  interested  with  Dr.  Conan  in  the  fee  ? 

Mr.  Beown.  No,  sir ;  not  on  the  Pioneer. 

Mr.  Young.  When  you  sold  this  lease  of  the  Pioneer  to  the  Oliver 
Iron  Mining  Co.  you  ceased  to  have  any  interest  of  any  kind  in  the 
Pioneer,  did  you  not  ? 

Mr.  Beown.  Yes.  ,       j.   ,     o         » 

Mr.  Young.  You  had  an  interest  in  the  fee  of  the  bavoy  i 

Mr.  Beown.  Yes.  ,     .    ,,     ^t        t        t.«- 

Mr.  Young.  And  you  leased  that  property  to  the  Oliver  Iron  Mm- 

ing  Co.  ? 
Mr.  Beown.  Yes.  ,  .    xi.      o 

Mr.  Young.  How  soon  did  they  begin  to  ship  there  < 
Mr.  Beown.  They  shipped  the  following  year. 
Mr.  Young.  Do  you  know  whether  they  received  a  rebate  on  the 

ore  shipped  from  the  Savoy  ? 
Mr.  Beown.  No,  sir.  ^,    ..u-       ■<.  j-      •      j 

Mr.  Young.  State  what  was  the  year  that  this  suit  was  dismissed; 

what  time? 
Mr.  Beown.  1898. 

Mr.  Young.  1898?  ^    •     xt         u       t  ^u-  i 

Mr  Beown.  Yes;  the  latter  part;  in  November,  I  think. 
Mr!  Young.  When  did  you  make  the  lease  of  the  Savoy?        __ 
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Mr.  Bkown.  In  1898.  It  was  optioned  in  1898.  There  was  an 
option,  and  I  think  it  was,  perhaps,  extended.  I  do  not  know,  I 
would  not  be  sure  as  to  that. 

Mr.  Young.  And  you  were  interested  in  getting  this  lower  rate 
on  the  railroad,  I  suppose,  because  you  could  make  better  terms  in 
leasing  your  property  if  you  got  a  lower  rate  ? 

Mr.  Brown.  Yes. 

Mr.  Young.  That  was  the  incentive.  But  at  the  time  you  dis- 
missed the  suit  you  had  already  closed  with  the  Oliver  on  the  Savoy 
lease? 

Mr.  Brown.  Yes. 

Mr.  Young.  So  that,  until  that  lease  expired  or  was  thrown  up,  or 
something  of  that  kind,  you  had  no  further  interest  in  what  the  rate 
was  on  the  ore  coming  from  the  Savoy  ? 

Mr.  Brown.  Not  from  that  particular  place. 

Mp.  Young.  I  am  trying  to  get  it  reduced  to  time,  and  see  if  we 
are  right. 

Mr.  Brown.  Yes. 

Mr.  Young.  You  said  you  had  an  interest  in  the  Zenith  ? 

Mr.  BRpwN.  Not  at  that  time.  That  was  just  former  history.  I 
was  at  one  time  a  stockholder  in  the  Zenith. 

Mr.  Young.  A  stockholder  in  the  Zenith? 

Mr.  Brown.  I  was  a  stockholder  at  one  time. 

Mr.  Young.  In  the  Zenith  Iron  Co.? 

Mr.  Brown.  In  the  Zenith  mine.  Zenith,  you  know,  was  reorgan- 
ized three  or  four  different  times. 

Mr.  Young.  I  am  somewhat  familiar  with  the  history  of  the 
Zenith.    You  were  in  with  the  Bradley  crowd? 

Mr.  Brown.  No;  before  their  tjme,  with  Mr.  Gregory  and  Mr. 
Humbird,  and  I  think  Senator  Spooner. 

Mr.  Young.  On  the  Zenith? 
■   Mr.  Brown.  They  were  the  same  people  who  leased  the  Pioneer 
in  the  first  instance. 

Mr.  Young.  And  James? 

Mr.  Brown.  Jimmy  James;  yes,  sir. 

Mr.  Young.  But  your  interest  in  the  Zenith  had  then  expired? 

Mr.  Brown.  Yes;  long  ago. 

Mr.  Young.  So  that  you  had  no  interest  in  that? 

Mr.  Brown.  No,  sir;  no  interest. 

Mr.  Young.  In  what  property  did  you  still  have  an  interest  so 
that  you  would  be  interested  in  the  freight  rates  over  that  road? 

Mr.  Bbown.  Only  in  prospective  mineral  property. 

Mr.  Young.  Yes. 

Mr.  Brown.  In  section  30  and  section  29  in  6311. 

Mr.  Young.  Has  that  ever  been  developed,  the  portion  you  were 
interested  in? 

Mr.  Brown.  None  of  the  descriptions  that  I  am  interested  in. 
_  Mr.  Young.  No.    So  that,  as  a  matter  of  fact,  you  have  never  had, 
since  tha<-  +irno.  an  interest  in  any  shipping  property? 

Mr.  Brown.  Yes. 

Mr.  Young.  What  one  ?  ^ 

Mr.  Brown.  On  the  Mesabi  range. 

Mr.  Young.  Well,  I  am  talking  about  the  Vermilion  range  now. 

Mr.  Brown.  No. 
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Mr.  Young.  But  you  did  have  on  the  Mesabi  ? 

Mr.  Brown.  Yes. 

Mr.  Young.  That  was  in  a  lease  ? 

Mr.  Bbown.  Yes,  sir;  a  State  lease. 

Mr.  Young.  What  is  that  property  called  now  ? 

Mr.  Bbown.  Wacouta. 

Mr,  Young.  That  is  a  shipping  property  at  this  time? 

Mr.  Brown.  Yes,  sir.  I  did  the  development  on  it  myself— showed 
up  6,700,000  tons  of  ore  there. 

Mr.  Young.  Did  you  ever  make  a  demand  for  a  lower  rate  on  the 
Missabe  &  Northern  Railroad  ? 

Mr.  Brown.  No.,  sir. 

Mr.  Young.  After  this? 

Mr.  Brown.  No,  sir. 

Mr.  Young.  Did  you  lease  that  property? 

Mr.  Brown.  We  sold  our  interest. 

Mr.  Young.  At  what  time  ? 

Mr.  Brown.  Prior  to  the  organization  of  the  steel  company. 

Mr.  Young.  So  that  you  ceased  to  have  any  interest  on  either 
range  in  a  shipping  property  ? 

Mr.  Brown.  You  mean  that  I  have  now  ? 

Mr.  Yovi'iG.  No;  after  this  disposal  of  your  interest  in  the  State 
lease — ^that  you  had  no  interest  after  that  in  a  shipping  property  on 
either  of  the  ranges  ? 

Mr.  Brown.  Well — after  I  disposed  of  that — I  could,  not  tell.  I 
was  still  interested  in  the  Eepublic.  , 

Mr.  Young.  It  never  became  a  shipping  property  ? 

Mr.  Brown.  No,  sir. 

Mr.  Young.  So  that  did  the  fact  that  the  Oliver  Iron  Mining  Co. 
was  leasing  the  Savoy  mine  incline  you  more  readily  to  dismiss  the 
suit  and  meet  their  wishes  ? 

Mr.  Brown.  Why,  I  presume,  of  course,  it  had  some  effect  in  us 
concurring  with  them.  They  represented  to  us  that  it  was  their 
desire ;  that  they  could  bring  about  the  result. 

Mr.  Youii^G.  At  that  time  did  the  Oliver  Iron  Mining  Co.  have 
any  interest  in  the  Duluth  &  Iron  Range  Railroad  ? 

Mr.  Brown.  I  do  not  think  so. 

Mr.  Young.  That  was  owned  by  the  Minnesota  Iron  Co? 
'    Mr,  Brown.  The  Federal  Steel  Co.  I  think  it  was  known  as  at  that 

Mr.  Young.  And  the  Oliver  was  a  branch  of  the  Carnegie  ? 

Mr.  Brown.  Yes.  _  •     ,    •    u     •        o 

Mr.  Young.  And  at  that  time  they  were  rivals  m  business? 

Mr.  Brown.  Yes. 

Mr.  Young.  I  think  that  is  all.      .      ,    ,,        .^  ^       -,    j., 

Mr  Reed  May  I  suggest  a  question*  to  the  witness  as  to  whether 
these 'suggested  reductions  of  freight  rates  were  or  were  not  to  be 
posted  in  the  regular  tariffs  of  the  company,  if  they  were  in  fact 

Mr.  Young.  Was  there  any  understanding  as  to  that;  as  to 
whether  a  general  reduction  in  rates  was  to  be  made? 

Mr.  Brown.  No,  sir. 

Mr  Young.  I  do  not  know  that  you  quite  apprehend  my  question 
or  whether  I  quite  apprehend  your  answer.    Was  the  understanding, 
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as  you  understood  it,  that  the  Oliver  Iron  Mining  Co.  was  to  get  some 
special  reduction  to  itself  alone,  or  was  it  that  a  general  reduction 
was  to  be  made  on  the  rates  over  the  Duluth  &  Northern  ? 

Mr.  Brown.  I  thought  I  made  myself  sufficiently  plain  on  that. 
The  Oliver  Iron  Minins?  Co.,  through  its  attorney,  Mr.  Oongdon, 
did  not  take  us  into  its  confidence.  They  simply  asked  us  to  with- 
draw the  suit  because  it  was  the  desire  of  the  Oliver  Iron  Mining 
Co.,  and  said  that  in  consideration  of  that,  we  would  receive  back 
all  the  money  that  we  had  paid  to  them  as  attorneys — we  did  not  ask 
them  who  paid  the  money  back — and  that  we  would  be  the  bene- 
ficiaries to  the  extent  that  they  were,  in  case  we  shipped  from  a  cer- 
tain district,  which  was  section  30. 

Mr.  Young.  That  you  would  get  the  same  rate  as  the  Oliver  Iron 
Mining  Co.? 

Mr.  Brown.  Yes.  Now,  we  did  not  know  what  that  rate  was.  We 
did  not  ask  them. 

Mr.  McGiLLicuDDY.  Did  you  understand  that  that  rate  which  the 
Oliver  Iron  Mining  Co.  was  to  get  was  a  special  rate,  or  that  it  was 
a  general  rate,  and  that  you  were  to  parti cipato  in  a  general  rate 
and  not  a  special  rate  to  them?. 

Mr.  Brown.  Do  you  ask  for  my  opinion  ? 

Mr.  McGiiiLicuDDY.  No;  I  want  the  fact;  what  was  represented  to 
you? 

Mr.  Brown.  Well,  just  as  I  have  already  stated  in  you,  our  suit 
was  for  the  purpose  of  bringing  about  the  reduction  of  a  freight  rate. 
It  was  represented  to  us  that  that  object  could  be  accomplished  more 
expeditiously  and  more  satisfactorily  to  the  Oliver  Iron  Mining  Co. 
than  we  could  accomplish  it  through  the  medium  of  this  suit,  and  we 
did  not  inquire  what  the  rate  was.  We  thought  it  would  be  soon 
enough  to  do  that  when  we  came  to  ship,  if  we  ever  did. 

Mr.  McGiLLicuDDT.  Was  that  a  special  reduction  to  that  partixiialar 
company,  or  a  general  reduction? 

Mr.  Brown.  That  was  not  spoken  of  at  all.  There  was  bo  such 
discussion. 

Mr.  Bartlett.  It  was  a  reduction  to  the  Oliver  Co.  and  those  who 
shipped  from  particular  points? 

Mr.  Brown.  The  Oliver  Iron  Mining  Co.  represented  to  us  that 
they  would  bring  about  the  result  that  we  were  seeking. 

Mr.  Bartlett.  Your  biU,  your  suit,  was  for  the  purpose  of  reducing 
rates  in  your  locality — from  your  particular  locality  5 

Mr.  Brown.  Yes. 

Mr.  Bartlett.  And  when  you  dismissed  the  suit,  the  representation 
to  you  was  that  not  only  would  that  happen,  but  the  Oliver  people 
would  get  a  reduction  of  rates,  and  you  would  get  the  same  reduction 
of  rates  they  got? 

Mr.  Brown.  Yes.  • 

Mr.  Bartlett.  That  was  the  proposition? 

Mr.  Brown.  Yes. 

Mr.  Bartlett.  Now,  will  you  give  us,  so  far  as  you  know,  whether 
that  contract  or  agreement  or  suggestion,  or  whatever  you  may  call 
it,  to  give  the  Oliver  Co.  the  benefii  of  reduced  rates  was  carried  out 
or  not? 

Mr.  Brown.  I  do  not  know. 
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Mr.  Bartlett.  Or  can  you  say  whether  or  not  the  Oliver  people 
and  the  people  who  shipped  from  these  specified  localities  received 
the  same  consideration  ? 

Mr.  Brown.  No,  sir. 

Mr.  Bartlett.  You  do  not  know  ? 

Mr.  Brown.  There  were  no  shippers. 

Mr.  Young.  That  is  it,  exactly. 

Mr.  Brown.  There  were  no  shippers  except  the  Oliver  Iron  Min- 
ing Co.  untU  a  year  ago  last  summer. 

Mr.  Bartlett.  Until  a  year  ago  last  summer ;  and  what  those  rates 
were  you  do  not  know? 

Mr.  Brown.  No,  sir. 

Mr.  Bartlett.  Then  your  concern  about  your  testimony  here  is 
not  to  testify  about  whether  the  rates  were  reduced  to  the  Oliver 
people,  or  whether  the  contract  was  carried  out,  but  that  you  had 
been  put  in  a  false  light  by  means  of  the  dismissal  of  this  suit? 
'  Mr.  Brown.  Yes. 

Mr.  Bartlett.  That  is  what  you  are  concerned  about  ? 

Mr.  Brown.  Yes. 

Mr.  Keed.  I  would  like  to  suggest  to  the  committee  that  a  reduc- 
tion to  the  only  shipper  in  existence  can  hardly  be  called  a  discrimi- 
nation. 

Mr.  Young.  Unless  they  reduced  the  rate  to  the  Oliver  lower  than 
they  did  their  own.  They  were  shipping  from  the  Chandler  them- 
selves. 

Mr.  Bartlett.  And  you  want  to  put  yourself  in  a  proper  light 
about  the  dismissal  of  the  suit,  instead  of  the  wrong  light  you  think 
you  have  been  put  in  before  the  public? 

Mr.  Brown.  Well,  I  do  not  know  as  I  am  much  concerned;  but  Mr. 
Cotton  invited  a  question  by  stating  that  the  petitioners  dismissed 
the  suit  voluntarily,  and  that  voluminous  evidence  had  been  pre- 
sented— voluminous  evidence  on  one  side  only. 

Mr.  Young.  What  does  that  mean,  Mr.  Brown?  Do  you  mean 
that  your  attorneys  did  not  present  your  side  of  the  case  fairly  in 
the  evidence? 

Mr.  Beonvx.  Well,  Ave  asked  the  petitioners  whether  it  was  the 
fault  of  the  attorneys,  or  whose  it  was.  We  did  not  present  the 
case.  We  did  not  make  any  case.  We  took  no  scientific  or  nice  esti- 
mate of  the  cost  of  the  roads,  the  construction  of  the  roadbeds,  or  the 
general  physical  condition.  Of  course  that  would  be  impossible  for 
a  man  whose  observation  was  limited  to  a  trip  over  the  road  on  a 
freight  train. 

Mr.  Bartlett.  You  want  to  combat  the  idea,  also,  I  apprehend, 
that  because  you  got  your  money  back  which  you  paid  your  attor- 
neys, that  was  paid  you  for  dismissing  the  suit? 

Mr.  Brown.  Sir? 

Mr.  B.vrtij:tt.  You  want  to  combat  the  idea,  also,  that  the  money 
which  j'ou  got  back,  which  you  had  paid  your  attorneys,  was  paid 
vou  for  dismissinsr  the  suit ;  that  is  one  idea  that  you  want  to  settle, 

Mr.  Brown.  That  is  the  fact. 

The  CiiAiRJiAN.  Mr.  Brown,  at  the  time  that  the  Steel  Corpora- 
tion was  formed,  and  prior  to  that  time,  how  were  those  ore  prop- 
erties held?  Were  they  owned  by  a  great  number  of  people  or  a 
few  people? 
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Mr.  Brown.  Quite  a  large  number  of  people ;  yes,  sir. 

The  Chairman.  By  whom  are  they  owned  and  controlled  now  ? 

Mr.  Brown.  Well,  I  think  largely  by  the  United  States  Steel  Cor- 
poration and  its  subsidiaries  and  the  Great  Northern  Ore  Co.  It  is, 
I  believe,  leased  to  the  steel  company. 

The  Chairman.  What  time  did  these  properties  pass  from  a  mul- 
titude of  holdings  to  the  holdings  of  a  few  concerns  ? 

Mr.  Bkown.  Sir? 

The  Chairman.  What  time  did  these  properties  pass  from  a  great 
number  of  holders  to  a  few  hands — one  or  two  large  concerns? 

Mr.  Brown.  Well,  gradually  they  were  getting  into  the  hands, 
through  the  medium  of  outright  purchase  or  lease,  from  1893  through 
1894,  1895,  1896,  and  so  on,  up  to  the  time  that  the  steel  company 
was  formed. 

Mr.  YoTTNG.  Mr.  Brown,, what  shipping  mines  are  there  on  the 
Vermilion  Kange  now? 

Mr.  Brown.  Do  you  wish  me  to  name  them  ? 

Mr.  Young.  Yes. 

Mr.  Brown.  The  Pioneer,  the  Zenith,  the  Sibley,  the  Savoy,  the 
old,  original  mine  at  Soudan. 

Mr.  Young.  The  Chandler? 

Mr.  Brown.  No  ;  the  Chandler  is  not  shipping.  There  is  a  local 
company,  what  we  might  call  "  scramming  " — taking  out  a  little  ore — 
there.  But  those  are  the  campanies  controlled  by  me  steel  company; 
and  within  the  last  two  years  section  30  has  become  a  shipping  mine. 

Mr.  Young.  Section  30.  There  was  a  long  litigation  there,  was 
there  not,  that  prevented  any  development  there  for  a  long  number 
of  years  ? 

Mr.  Brown.  About  20  years,  I  think. 

Mr.  Young.  So  that  they  could  not  ship  until  the  litigation  was 
ended.  At  the  time  you  settled  this  suit  there  were  no  shipping  mines 
except  those  which  were  controlled  by  the  Minnesota  Iron  Co.,  and 
the  Oliver  Iron  Mining  Co.,  were  there  ? 

Mr.  Brown.  No,  sir;  that  is  right. 

Mr.  Young.  And  there  never  have  been,  have  there? 

Mr.  Brown.  Yes. 

Mr.  Young.  What  one? 

Mr.  Brown.  Section  30. 

Mr.  Young.  But  when  the  litigation  was  finished  over  section  30, 
what  became  of  the  property? 

Mr.  Brown.  Well,  there  was  first  an  exploration  carried  on  there. 
Oh,  well,  the  title  was  not  settled  until  it  passed  through  the  Supreme 
Court.    That  is  what  you  have  reference  to  ? 

Mr.  Young.  Certainly ;  but  there  was  not  any  shipping  there  be- 
cause of  this  litigation? 

Mr.  Brown.  No,  sir. 

Mr.  Young.  How  long  was  that  ? 

Mr.  Brown.  That  it  became  a  shipping  property? 

Mr.  Young.  Yes. 

Mr.  Brown.  A  year  ago  last  summer. 

Mr.  Young.  And  who  operated  it? 

Mr.  Brown.  Who  operates  it  ? 

Mr.  Young.  Yes ;  and  who  operated  it  immediately  when  it  began 
operation  ? 
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Mr.  Brown.  Mr.  George  Sinclair  and  Alfred  Merritt,  I  think. 

Mr.  Young.  And  what  did  they  do  with  it? 

Mr.  Beown.  I  think  they  are  mining  it  and  shipped  some  ore  to 
some  of  the  independent  compajiies — Pickands,  Mather  &  Co.,  prob- 
ably.   I  do  not  know. 

Mr.  Young.  Then  until  George  Sinclair  commenced  to  operate  that 
property  there  were  no  shipping  mines  on  that  range  except  those 
controlled  by  the  Minnesota  Iron  Co.  and  the  Oliver  Iron  Mining  Co.  ? 

Mr.  Bhown.  Well,  I  do  not  know.  Up  to  the  time  that  the  Oliver 
Iron  Mining  Co.  became  interested  on  the  Vermilion  Kange  there 
were  other  independents.  There  was  the  old  Pioneer,  which  had 
shipped  considerable,  and  the  Zenith  shipped  a  little. 

Mr.  Young.  The  Zenith  practically  shipped  nothing,  did  it? 

Mr.  Brown.  They  shipped  a  little. 

Mr.  Young.  I  was  the  secretary  of  the  company  that  owned  that 
fee,  and  I  know  its  checkered  history. 

Mr.  Beown.  During  the  development  of  the  Savoy  I  know  they 
were  shipping  a  little. 

Mr.  Young.  When  Frank  Rockefeller  was  in  it. 

Mr.  Brown.  Yes. 

Mr.  Young.  John  D.  Rockefeller's  brother. 

Mr.  Beown.  Corrigan  and  McKinney,  I  think,  later. 

Mr.  Young.  But  with  that  exception,  what  there  was  on  the 
Zenith,'  and  a  very  short  time  on  the  Pioneer,  there  were  no  inde- 
pendent companies? 

Mr,  Brown.  No,  sir. 

Mr-  Young.  And  after  the  Oliver  Iron  Mining  Co.  took  over  the 
Pioneer  and  leased  your  new  property  at  the  Savoy  and  took  the 
Zenith  there  were  no  independent  properties  until  George  Sinclair 
finally  began  operations  on  section  30,  so  that  from  the  time  your 
suit  was  settled  until  George  Sinclair  began  operations  on  section  30 
there  was  nobody  to  participate  in  a  lowering  of  rates  except  the 
Oliver  Iron  Mining  Co.  and  the  Minnesota  Iron  Co.,  which  owned 
the  railroad :  that  is  right,  is  it  ? 

Mr.  Brown.  Yes. 

(Informal  discussion  between  the  members  of  the  committee  fol- 
lowed, which  the  stenographer  was  directed  not  to  take.) 

The  Chairman.  The  committe  is  of  the  opinion  that  this  evidence 
of  Mr.  Brown's  is  material  for  the  purpose  of  showing  the  terms  and 
conditions  upon  which  the  suit  brought  by  Brown  and  others  was 
dismissed.  They  do  not  understand  that  Mr.  Brown  makes  a  pharge 
of  bad  faith  on  the  part  of  these  attorneys,  and  they  do  not  mean  to 
go  into  the  question  of  the  good  faith  of  those  attorneys. 

Mr.  Baetlett.  Or  anybody  else  ? 

The  Chairman.  Or  anybody  else. 

Mr.  Danforth.  If  that  statement  is  to  go  in  as  the  statement  of 
the  committee,  I  want  to  add  the  statement  that  I  personally  consider 
the  terms  on  which  that  proceeding  before  the  Minnesota  Railroad 
and  Warehouse  Commission  was  discontinued  or  dismissed,  which- 
ever it  was,  as  absolutely  immaterial  for  the  purposes  of  this  inquiry. 

The  Chairman.  The  chairman  is  of  the  opinion  that  it  is  very 

vital.  j_  T  ,T    ^  ■.  .1         •   •        „  ■, 

Mr.  Danforth.  The  chairman  stated  that  it  was  the  opinion  of  the 

committee. 
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The  Chairman.  Oh,  I  did  not  mean  that,  of  course.  I  meant  to 
state  it  was  my  opinion.  The  facts  as  to  whether  the  suit  was  dis- 
missed, and  whether  preferential  rates  were  given,  are  very  material. 

Mr.  Danfokth.  There  were  no  shippers  over  the  line  at  that  time 
except  the  Oliver  Iron  Mining  Co.  and  the  Minnesota  Mining  Co. 

The  Chairman.  The  same  rate  prevailed  over  the  Missabe,  and 
there  were  large  shippers  over  that.  The  effect  of  this  is  to  give  to 
the  Oliver  Iron  Mining  Co.  an  advantage,  if  any,  over  all  the  shippers 
in  that  region. 

Mr.  Eeed.  The  evidence  already  in  your  record  shows  that  the 
rates  were  not  the  same  between  the  Vermilion  and  the  Mesaba 
Ranges  and  the  Lakes. 

The  Chairman.  They  were  somewhat  higher  from  the  Vermilion. 

Mr.  Reed.  They  were  higher  from  the  Vermilion  than  from  the 
Mesaba. 

(At  1  o'clock  p.  m.  the  committee  adjourned  to  meet  at  the  call  of 
the  chairman.) 
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Committee  on  Investigation  of  the 

United  States  Steel  Corpoeation, 

House  of  Representatives, 
Wednesday,  January  10, 1912. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  We  are  ready  to  proceed,  gentlemen. 
Mr.  Heed.  Judge  J.  H.  Reed,  of  the  Pittsburgh  bar,  will  appear  for 
Mr.  Carnegie  as  his  personal  counsel,  and  I  would  ask,  Mr.  Chair- 
man, that  he  be  accorded  the  same  courtesy  that  the  counsel  of  the 
corporation  has  been  accorded.     " 

The  Chairman.  With  pleasure.     I  understand,  Mr.  Reed,  that  you 
have  the  honor  of  being  the  son  of  Judge  Reed? 
Mr.  Reed.  I  have. 

The  Chairman.  For  the  sake  of  the  son  as  well  as  the  judge,  we 
shall  be  glad  to  accord  him  every  courtesy. 

STATEMENT  OF  MR.  ANDREW  CARNEGIE. 

(The  witness  was  duly  sworn  by  the  chairman.) 

The  Chairman.  Mr.  Carnegie,  you  were  engaged  in  the  steel  busi- 
ness in  Pennsylvania  and  all  over  this  country  for  a  great  many 
years  ? 

Mr.  Carnegie.  Yes,  sir ;  from  early  youth,  you  might  say. 

The  Chairman.  When  did  you  first  engage  in  the  manufacture 
of  iron  and  steel? 

Mr.  Carnegie.  I  have  made  some  dates  on  a  memorandum  here, 
Mr.  Chairman,  if  you  will  permit  me  to  refer  to  it. 

The  Chairman.  Certainly.  Mr.  Carnegie  was  kind  enough  to 
furnish  the  chairman  of  the  committee,  for  the  use  of  the  committee, 
with  a  statement  containing  his  views  on  present  conditions  touch- 
ing the  steel  business,  its  legal  and  industrial  aspect,  for  which  I  am 
very  grateful. 

I  shall  take  the  liberty,  with  the  consent  of  Mr.  Carnegie,  to  give 
that  statement  to  the  press,  and  as  soon  as  it  is  brought  to  me  by 
the  stenographer  who  is  making  copies  of  it  I  will  ask  something 
about  it. 

Mr.  Young.  Will  it  be  made  a  part  of  the  hearings  ? 

The  Chairman.  Yes ;  it  will  be  made  a  part  of  the  hearings. 

Mr.  Carnegie.  Thank  you,  sir. 

(The  statement  just  referred  to  by  the  chairman  is  as  follows:) 

Mr.  Chairman  and  gentlemen,  having  been  invited  to  appear  before  you,  I 
beg  to  submit  some  thoughts  upon  your  important  task. 

It  is  undoubted  that  the  world  has  made  greater  progress  in  the  past  century 
than  in  many  preceding,  beginning  with  the  wonderful  development  of  steam. 
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followed  by  railways,  telegraphs,  gas,  telephones,  and  many  other  subordinate 
agencies,  up  to  our  own  day  of  motors  and  flying  machines.  Following  these 
new  and  potent  agencies  came  the  development  of  iron  and  steel,  the  discovery 
of  natural  oil  and  gas  wells,  with  innumerable  improvements  sufficient  in  the 
mass  to  materially  change  conditions  of  human  life  upon  the  earth.  Of  course, 
new  conditions  involved  new  problems,  one  of  which — of  vital  importance — you 
are  now  studying  with  a  view  to  discover  and  apply  the  wisest  solution. 

Tour  task  arises  from  the  fact  that  the  law  of  competition  in  business,  which 
prevailed  generally  and  operated  with  tolerable  efficiency,  has  seemed  recently 
to  be  Impaired  in  certain  fields,  notably  those  of  natural  oil,  steel,  and  tobacco. 
Even  our  gigantic  railway  system,  embracing  nearly  one-half  of  the  railway 
mileage  of  the  world,  has  been  affected,  and  several  retail  companies  have  been 
tried  and  convicted  under  the  Sherman  law.  Hence  your  commission,  charged 
with  the  duty  of  investigating  and  recommending  such  legislation  or  such 
changes  as  may  be  found  advisable  to  meet  the  situation. 

I  assume  that  it  may  be  laid  down  as  an  axiom  that  where  practical  monopoly 
exists  through  combination  in  any  industrial  field  or  in  any  natural  product, 
regulation  under  law  must  follow  to  avert  the  grave  danger  of  extortion  from 
the  consumer. 

How  this  is  to  be  best  guarded  against  in  the  easiest  and  least  objection- 
able, yet  efficient,  form  is  the  question.  "We  are  in  a  transition  stage,  and  nat- 
urally suggestions  are  numei'ous  and  diverse  for  enforcing  compliance  with  the 
Sherman  Act  as  recently  interpreted  by  the  Supreme  Court,  but  that  satisfactory 
measures  will  finally  be  evolved  is  certain.  Two  unendurable  evils  prevented, 
restraint  of  trade  and  monopoly.  Government  and  courts  might  then  well  rest 
from  further  action  until  experience  dictated  such  modifications,  if  any,  as 
may  be  found  necessary  from  time  to  time.  There  would  then  be  no  cause  for 
alarm  or  haste  upon  the  part  of  either  courts  or  Congress  nor  of  producers  or 
consumers. whose  interests  would  be  protected  whenever  "freedom  of  trade" 
and  "  freedom  from  monopoly  "  were  established.  It  is  "  restraint  of  trade " 
and  "  monopoly "  which  restrict  national  prosperity  upon  which  labor  and 
capital  depend.  Nothing  revolutionary  is  required.  Experience  will  reveal  the 
true  path  as  we  march  onward. 

Let  us  clear  the  ground  by  remembering  that,  search  the  civilized  world 
around,  we  find  the  invariable  rule  that  a  judge  personally  interested  In  the 
slightest  degree  in  a  cause  is  thereby  debarred  from  sitting  in  judgment  upon 
it.  He  would  become  Infamous  if  he  did  so.  Now,  this  universally  accepted 
axiom  by  the  civilized  world  should  not  be  without  its  lesson.  We  all  feel  that 
however  pure  the  judge,  however  much  inclined  to  err,  if  at  all,  upon  the 
side  of  his  opponent  and  against  his  own  interests,  as  one  would  imagine  a 
sensitive,  conscientious  man  would  be,  yet  it  would  be  improper  for  him  to  sit 
as  judge.  The  judge,  of  all  men,  must  avoid  the  appearance  of  evil.  Pro- 
ducers, in  the  nature  of  the  case,  are  thus  debarred  from  sitting  in  judgment. 
Nor  can  their  protestations  of  desire  to  obtain  only  "  fair  prices "  and  "  no 
monopoly  "  be  accepted  as  conclusive. 

When  I  entered  the  railroad  service  in  Pittsburgh,  in  18 — ,  the  trunk  lines 
were  not  yet  quite  completed,  and  we  had  only  local  rates  to  manage  on  the 
Pennsylvania  Railroad,  which  ended  then  at  Philadelphia.  When  transferred 
to  Altoona  I  kept  the  first  book  of  these  rates  ever  made,  and  soon  had  a  voice 
in  making  them.  All  was  new  and  we  had  to  grope.  When  the  four  trunlt  lines 
began  to  compete  seriously  for  through  tratBc  from  New  York  there  was  war 
and  utter  demoralization;  the  traffic  being  overwhelmingly  eastboimd.  there 
were  always  hundreds  of  cars  to  be  sent  westward  empty.  The  first-class  rates 
upon  finished  articles  westbound  were  several  times  higher  than  those  upon 
grain  and  other  heavy  freights  eastbound,  and  every  loaded  car  sent  west 
was  clear  gain,  as  the  cars  had  to  go  west  empty  for  eastbound  freight.  It  was 
found  impossible  to  prevent  war  between  the  four  trunk  lines.  "  Gentlemen's 
agreements"  were  tried  (the  four  presidents  themselves  at  last  held  these 
meetings),  but  all  in  vain.  The  demoralization  in  rates  those  days  was  as- 
tounding. During  a  quarrel,  and  these  broke  out  at  short  intervals,  I  have 
known  flour  hauled  to  the  wharf  and  shipped  by  steamboat  from  Pittsburg  to_^ 
Cincinnati,  unloaded  there,  and  hauled  to  the  railroad  depot,  shipped  to  New 
York  by  rail,  passing  through  the  streets  of  Pittsburgh,  for  less  cost  than  the 
Pennsylvania  Railroad  would  take  it  direct  from  Pittsburgh  to  New  York. 
Train  after  train  would  pass  through  Pittsburgh  streets  from  Chicago  and 
western  points,  and  vice  versa  from  New  York  to  Chicago,  at  lower  than  the 
railroad  rates  from  Pittsburgh  to  either  Chicago  or  New  York  or  vice  versa. 
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Rebates,  now  unlawful,  were  comnion.  This  led  to  the  riot  at  Pittsburgh, 
after  which  it  was  agreed  that  rates  would  always  rule  slightly  lower  to  and 
from  Pittsburgh  than  those  between  the  eastern  seaboard  and  Chicago. 

Consider  the  change,  the  improvement,  the  peace  prevailing  in  our  day,  sim- 
ply because  the  problem  of  railway  rates  has  been  wisely  solved.  Railways 
are  now  under  the  reign  of  the  law,  and  nothing  would  induce  them  to  depart 
from  it.  They  thank  the  reign  of  law,  as  producers  and  consumers  are  soon  to 
do,  our  railway  service  having  been  transformed  in  a  few  years  under  obedi- 
ence to  law.  The  realms  of  commerce  and  industry  can  easily  be  placed  upon 
similar  satisfactory  bases,  better  for  all  parties  concerned,  consumer  as  well  as 
producer,  and  hence  better  for  labor  also,  without  the  slightest  approach  to 
violent  or  revolutionary  changes. 

I  deprecate  the  tendency  which  is  shown  in  some  quarters  to  go  to  extremes. 
It  is  not  so  long  since  we  did  not  know  what  the  Sherman  Act  meant,  for  It 
has  only  recently  been  decided  by  the  Supreme  Court,  and  authorities  are  still 
honestly  differing  even  yet  as  to  the  exact  bearings  of  that  decision;  of  its 
wholesome  tendency  there  can  be  no  doubt;  it  points  to  the  development  of  the 
reign  of  peace  under  law  in  the  industrial  field  .ns  completely  as  we  have  it 
now  in  the  railway  field,  and  therefore  is  to  be  welcomed. 

The  offenders  in  general  (there  may  be  exceptions)  so  far  under  the  Supreme 
Court  decision  should  be  gently  dealt  with  if  they  can  plead  misunderstanding 
of  the  law,  for  it  is  not  the  punishment  of  past  offenders,  especially  where  lack 
of  knowledge  of  the  law  can  be  honestly  pleaded,  but  enforcement  of  the  reign 
of  law  in  the  future,  which  is  to  bring  to  industry  and  commerce  the  highly 
profitable  peace  which  has  been  evolved  out  of  chaos  and  prevails  to-day  in 
our  railway  system,  and  which  it  is  within  our  easy  reach  to  secure,  since  we 
have  only  to  follow  our  railway  legislation. 

In  other  words,  there  should  promptly  be  created  an  industrial  court,  molded 
after  the  Interstate  Commerce  Commission  and  Court  of  Commerce,  charged 
with  all  questions  connected  with  manufacture  and  natural  products,  since  the 
Interstate  Commerce  Commission  is  already  fully  occupied  with  its  own  field, 
but  as  the  Commerce  Court  is  not  kept  busy  with  appeals  it  might  be  the  court 
of  appeal  for  the  Industrial  court  as  well  as  for  the  Interstate  Commerce  Com- 
mission. To  prove  the  pressing  necessity  for  the  two  judicial  organizations 
already  formed,  in  contrast  to  the  Supreme  Court,  which  waited  several  years 
before  an  important  issue  came  before  it,  the  Interstate  Commerce  Commission 
has  already  sat  in  judgment  upon  the  greatest  of  all  organizations,  the  Penn- 
sylvania Railroad  Co.  It  asked  to  be  permitted  to  advance  its  rate  in  one 
department.  After  investigation  the  reply  in  the  negative  was  promptly 
accepted  by  the  suitor,  no  appeal  taken,  who  thus  set  all  companies  an  excel- 
lent example. 

To-day  the  Commerce  Court  Is  hearing  counsel  on  the  transcontinental  rail- 
roads who  asked  an  injunction  restraining  an  order  of  the  Interstate  Commerce 
Commission  construing  the  long  and  short  haul  clause.  Thus  the  work  goes 
bravely  on.  The  reign  of  law  is  steadily  being  evolved  as  precedents  are  estab- 
lished. The  industrial  court  need  not  fix  all  prices.  Its  province  should  be  to 
examine  all  details,  ascertain  cost  of  production,  adding  to  such  amount  as  in  its 
judgment  will  yeld  a  fair  or  even  liberal  return  upon  capital  when  skillfully  in- 
vested and  properly  managed ;  the  maximum  selling  price  to  consumers  to  be 
fi.xed  by  the  court,  based  upon  the  average  cost  price  of  product  in  up-to-date, 
well-managed  works.  There  may  be  found  poorly  constructed  or  conducted  works 
in  all  branches,  which  the  court  should  not  consider  in  fixing  proper  maximum 
price.  Such  should  be  compelled  to  reach  standard  performance  or  suffer  the 
consequences  of  mismanagement.  The  court  should  not  become  an  eleemosynary 
institution  to  avert  failure  of  those  who  fail  through  inattention  or  mismanage- 
ment. It  may  be  urged  that  this  would  prevent  equal  returns  to  owners,  which 
is  true.  Any  works  which  can  not  equal  average  cost  and  still  have  part  left 
of  the  profit  allowed  by  the  court  no  nursing  is  likely  to  improve ;  the  sooner  it 
passes  into  competent  hands,  the  danger  of  monopoly  being  avoided,  the  better 
for  the  country  and,  as  a  rule,  the  better  for  its  owners.  Failures  now  and 
then  in  business  there  always  have  been  and  always  will  be  as  long  as  men's 
powers  and  habits  radically  differ. 

While  of  opinion  that  little  or  no  action  is  needed  at  present  beyond  the 
organization  and  development  of  an  industrial  court,  I  am  far  from  believing 
that  from  time  to  time,  as  we  gain  experience,  new  rules  and  some  changes 
will  not  be  found  advisable  and  even  necessary  from  time  to  time  to  keep  in 
harmony  with  inevitable  and  probablj   surprising  developments  of  the  future. 
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Our  country  has  not  censed  developing.  TVe  should  unhesitatingly  pursue 
the  course  here  indicated  for  the  present,  and  await  further  developments  and 
be  guided  accordingly.  It  is  certain  that  our  legislators,  sustained  by  the 
people,  who  only  need  to  be  kept  fully  informed  of  all  steps  taken,  can  and 
will  in  due  time  bring  harmony  out  of  present  discord,  reconstructing  through 
the  reign  of  law  the  old  and  present  industrial  systems  by  continual  im- 
provements therein,  all  tending  to  draw  labor  and  capital,  producer  and 
consumer,  into  closer  and  more  satisfactory  relations  than  have  ever  before 
existed  between  them. 

Meanwhile,  let  us  prove  to  the  country,  and  especially  to  the  masses  of  the 
people,  that  we  are  on  the  path  nf  careful  but  steady  progress  to  the  ad- 
vantage of  all  the  members  of  the  indispensable  quartet — labor,  capital,  con- 
sumer, producer — the  interests  of  which  are  more  closely  allied  and  more  inter- 
dependent than  either  one  of  the  four  realizes. 

It  is  far  from  being  of  the  first  importauco  to  punish  men  in  this  age  who 
in  the  pai-t  fornieil  pools  and  divided  orders  according  to  the  capacity  of  their 
works  or  capital  invested,  or  violated  recent  laws  without  knowing  it.  Men 
of  the  highest  standing  in  the  past  thought  they  did  no  wrong  and  sought 
no  concealment.  The  producer  then  did  not  imagine  he  was  a  wrongdoer. 
He  followed  recognized  custom,  and  even  railway  officials,  fighting  in  their 
day  for  their  respective  companies,  urged  that  they  only  met  the  prices  of 
competitors,  were  somewhat  in  the  same  position. 

Since  the  Sherman  law  has  been  so  far  interpreted  by  the  Supreme  Court, 
all  this  is  changed.  No  honest  man  can  uow  do  some  things  which  he  did 
Innocently  before,  but  just  what  he  can  and  can  not  do  is  yet  to  be  clearly 
defined.  It  is,  however,  not  punishment  for  the  past,  but  obedience  in  the 
future  to  clearly  defined  law,  which  alone  can  bring  to  the  realms  of  com- 
merce and  industry  the  peace  which  onr  railway  fysteni  now  enjoys.  To 
this  consummation  so  devoutly  to  be  wished  we  earnestly  hope  your  com- 
mission is  to  prove  one  of  the  chief  contributors. 

Mr.  Carnegie.  I  find  that  in  November,  ISfil,  I  began  as  a  part- 
ner Avitli  Mr.  Miller  in  a  small  iron  mill  in  Pittsburgh. 

In  186iJ  I  organized  the  Keystone  Bridge  "Works.  I  found  an 
engineer  on  the  Pennsylvania  Railroad,  of  Avhich  T  was  superintend- 
ent at  Pittsburgh,  who  had  built  a  cast-iron  bridge.  I  was  satisfied 
that  the  day  of  wooden  bridges  on  railroads  was  passing,  and  I 
organized  a  company  of  two  bridge  builders  and  a  bridge  engineer, 
and  five  or  six  of  us  started  the  Keystone  Bridge  Works.  I  bor- 
rowed $1,.'500  from  the  Third  National  Bank  of  Pittsburgh  to  pay  my 
share. 

That  was  my  first  start. 

In  1863  we  built  another  mill  in  Pittsburgh,  and  in  1864 1  was  one  of 
the  organizers  of  the  Superior  rail  mill  and  furnaces  at  Pittsburgh. 

In  1867  we  united  two  mills  in  Pittsbuigh  in  which  I  had  an  in- 
terest, the  Cyclops  and  the  Kloman;  and  in  1866  I  started  a  loco- 
motive works  at  Pittsburgh. 

Those  are  the  institutions  I  started  up  to  that  time,  1866.  The 
locomotive  worlis  was  the  last  one. 

The  Chairman.  These  works,  ]\Ir.  Carnegie,  were  started  by 
yourself  ? 

Mr.  Carnegie.  No;  with  colleagues,  of  course.  I  obtained  ]jart- 
ners. 

The  Chairman.  But  you  were  the  senior  partner  in  this  business? 

Mr.  Gardner.  In  which  business,  Mr.  Chairman? 

The  Chairman.  In  this  steel  business;  in  all  these  concerns.  You 
were  the  senior  partner  in  one  or  all  of  them,  were  you  not,  Mr. 
Carnegie  ? 

Mr.  Carnegie.  I  would  not  say  that  I  was  the  senior  partner  in 
the  locomotive  works  and  the  Superior  rail  mills.  There  were 
other  gentlemen  there  older  than  myself. 
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The  Chaikman.  Were  there  in  any  of  these  concerns  persons  who 
had  a  greater  amount  of  stock  than  yourself? 

Mr.  Caenegie.  I  think  not. 

The  Chairman.  I  meant  senior  in  that  way.  You  had  the  major 
interest  ? 

Mr.  Caknegie.  I  did  not  have  a  majority  of  anything. 

The  Chairman.  You  had  a  greater  interest  than  any  other  one 
individual  in  them? 

Mr.  Caenegie.  I  think  at  least  as  great.  My  memory  would  not 
justify  me  in  saying  that  I  had  the  greatest  interest. 

The  Chairman.  These  were  the  beginnings  of  this  business  which 
was  afterwards  developed  and  became  finally  the  Carnegie  Steel 
Co.  (Ltd.)  ? 

Mr.  Caenegie.  Largely  so.  The  locomotive  works  maintained  an 
independent  existence ;  also  the  Superior  steel  rail  mill  did.  It  was 
for  iron  rails. 

The  Chairman.  I  understand.  That  was  before  the  Bessemer 
process  ? 

Mr.  Carnegie.  Yes. 

The  Chaieman.  As  this  business  developed,  did  you  secure  your 
capital  for  increasing  it  from  hundreds  of  dollars  to  thousands  of 
dollars  and  eventually  to  many  millions,  by  selling  stock;  putting  it 
up  and  selling  it  on  Wall  Street  and  other  exchanges,  and  by  getting 
capitalists  hei'e,  there,  and  everywhere  to  invest  money  in  these 
stocks;  or  did  the  people  who  came  into  this  business  come  into  it 
on  account  of  their  knowledge  of  the  steel  business  and  their  efSr 
ciency  as  iron  masters?  Did  these  partners  come  with  money,  or 
did  they  come  with  experience  ?  I  wish  you  would  explain  how  yoa 
took  these  partners  and  colleagues  of  yours  and  why. 

Mr.  Caenegie.  Great  changes  took  place  in  all  these  industries. 
They  were  older  men  than  myself.  Perhaps  I  might  say  that  I  was 
among  the  very  youngest  among  them,  and  I  had  very  little  capital. 
It  is  possible  that  some  others  may  have  had  larger  intereste.  I 
think  not.  I  think,  as  a  rule,  we  each  put  in  $20,000  or  $30,000,  or 
whatever  it  was.    But  there  were  different  amounts. 

The  Chaieman.  That  was  in  the  sixties? 

Mr.  Caenegie.  Yes,  sir. 

The  Chairman.  The  people  who  became  joint  owners  in  these 
modest  manufacturing  concerns  back  yonder  in  the  sixties,  came  in 
as  experienced  iron  and  steel  men,  to  develop  an  industry,  and  they 
did  not  buy  the  stocks  as  a  speculation  in  your  concern  ? 

Mr.  Carnegie.  Oh,  no,  no.  Very  far  from  that.  They  were  reaUy 
investors,  men  who  were  engaged  in  other  divisions  of  the  iron 
business. , 

For  instance,  to  establish  a  rail  mill  in  Pittsburgh  was  a  new  de- 

Sarture.    The  only  rails  ever  made  had  been  there  at  the  Superior 
[ills  for  many  years.    In  the  same  way,  the  locomotive  works  was  a 
new  departure. 

The  Chairman.  What  was  the  total  capitalization,  approximately, 
of  all  the  concerns  in  which  you  were  interested  in  the  sixties? 

Mr.  Caenegie.  Oh,  my  dear  Mr.  Chairman,  I  have  no  more  idea  of 
that  than  you  have. 

The  Chairman.  Well,  I  have  some  idea.  Was  it  as  much  as 
$500,000  in  1863  and  1864— everything? 
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Mr.  Carnegie.  The  Superior  rail  mills  and  furnaces  would  be 
that  much. 

The  Chairman.  Put  that  at  $500,000,  and  take  the  rest  of  them  and 
tell  us  approximately  what  their  capitalization  was.  You  may  call 
them  off  over  there. 

Mr.  Carnegie.  But  do  not  let  me  guess. 

The  Chairman.  I  have  great  faith  in  your  guesses. 

Mr.  Carnegie.  If  you  will  give  me  time  I  could  make  you  a  list. 
I  could  get  the  data  for  you. 

The  Chairman.  I  shall  very  much  appreciate  it  if  you  will. 

Mr.  Carnegie.  I  shall  make  a  memorandum  of  it.  Please  just 
give  me  time  and  I  will  get  you  everything.    I  do  not  like  to  guess. 

The  Chairman.  I  am  sure  you  will,  Mr.  Carnegie. 

Mr.  Carnegie.  I  do  not  like  to  guess. 

My  memory,  I  am  sorry  to  say,  is  not  perfect.  I  have  not  been 
thinking  about  these  things  for  40  years,  and  the  last  11  years  of  my 
life  have  been  busier  than  any  other  11  years,  and  so  much  has  faded 
from  my  memory  in  regard  to  these  old  matters  that  I  do  not  like  to 
depend  upon  my  memory  where  it  is  possible  to  get  the  exact  facts 
from  records. 

The  Chairman.  I  understand;  and  if,  as  you  have  said  you  will 
do,  you  will  be  kind  enough  to  furnish  us  that  information,  it  can 
be  put  into  the  hearings  when  furnished,  and  will  make  the  record 
complete. 

Mr.  Carnegie.  Thank  you. 

The  Chairman.  Mr.  Carnegie,  whatever  amount  this  was,  from  the 
time  you  started  in  the  sixties  until  you  closed  your  business  you  took 
into  this  business,  from  time  to  time,  as  I  understand  it,  business  asso- 
ciates. Did  those  business  associates  bring  large  sums  of  money  with 
them  when  they  came  ? 

Mr.  Carnegie.  Oh,  no. 

The  Chairman.  I  mean  Mr.  Schwab  and  the  rest  of  them? 

Mr.  Carnegie.  Not  a  dollar.    They  did  not  invest  a  dollar. 

The  Chairman.  Not  a  dollar  ? 

Mr.  Carnegie.  Let  me  supplement  the  statement.  I  have  not  told 
you  where  we  began  in  steel.  I  have  only  given  you  the  beginning 
of  the  iron  business.    Steel  was  a  different  problem. 

The  Chairman.  I  understand. 

Mr.  Carnegie.  I  had  been  superintendent  of  the  Pennsylvania 
Railroad.  I  saw  iron  rails  taken  out  of  the  track  every  six  weeks 
at  a  point  on  the  Pennsylvania  Railroad,  as  the  traffic  became  heavier. 
The  iron  rails  could  not  stand  the  strain. 

I  was  in  charge  of  the  Government  railroads  and  telegraphs  in 
Virginia  during  our  civil  trouble  and  I  was  stricken  with  sunstroke, 
and  my  physician  said  to  me : 

You  must  avoid  beat.  You  can  not  afford  to  spend  a  summer  here  in  our  sun. 
It  would  be  dangerous  If  you  had  another  attaclc.  You  must  find  a  cool  place 
tor  the  summer. 

I  immediately  thought  of  my  native  land,  Scotland,  and  I  went 
over  there  and  spent  every  summer.  I  went  to  Europe  every  summer. 
And  I  watched  the  Bessemer  process  for  steel. 

Britain  was  then  the  pioneer  country  in  making  steel.  We  made 
none.  And  to-day  we  make  more  steel  than  all  the  rest  of  the  world 
combined. 


TJNIXED   STATES   STEEL   COEPORATION.  2351 

I  saw  there  Mr.  Dodds,  who  took  the  first  patent  out  for  hardening 
the  face  of  steel  rails  so  that  they  would  stand  the  wear. 

I  purchased  his  patent.  I  brought  him  to  Pittsburgh.  We  built  a 
great  furnace;  and  he  did  harden  the  tops  of  the  rails. 

We  put  those  rails  in  one  of  the  curves  of  the  track  of  the  Penn- 
sylvania Eailroad  which  was  the  worst  of  all,  and  over  which  all 
traffic  had  to  pass — east  and  west. 

The  Chaieman.  What  mill  was  that  that  you  built? 

Mr.  Carnegie.  I  said  it  was  a  furnace.  It  is  a  great  big  furnace. 
It  was  not  a  blast  furnace.  It  was  a  furnace  in  which  you  could  put 
rails  and  cover  them  with  charcoal  and  heat  the  tops  of  the  rails. 

That  rail  stood  about  six  times  as  long  as  an  iron  rail. 

In  the  meantime,  however,  the  Bessemer  process  came  to  super- 
sede it. 

I  knew  Mr.  Bessemer,  and  visited  him  in  England.  He  was  then 
superintending  his  patent  development  in  England.  I  Imew  Mr. 
Bessemer  well. 

I  becarae  acquainted  with  all  the  leading  men  in  iron  and  steel,  the 
pioneers  in  Britain,  and  invited  them  over  to  see  our  works. 

I  discovered  one  year  Gilchrist  and  Thomas,  patentees  of  a  process 
which  enabled  the  high  phosphoric  ores  to  be  used  for  steel.  Hitherto 
they  had  been  using  only  the  finer  ores. 

The  Chairman.  Was  that  the  beginning  of  what  is  known  as  the 
basic  process? 

Mr.  Carnegie.  Yes,  sir ;  the  basic  process. 

I  got  an  option  from  Sidney  Thomas  and  from  Mr.  Gilchrist  for 
those  patents.    I  brought  Mr.  Thomas  over  with  me  here. 

Of  course  I  realized  what  that  meant.  It  gave  a  value  to  the  high 
phosphoric  ores  which  before  they  did  not  possess. 

The  Chairman.  Right  at  that  point,  Mr.  Carnegie:  Did  you  ever 
use  a  great  amount  of  non-Bessemer  ores  ?  I  believe  that  includes  all 
phosphorus-bearing  ore  in  excess  of  a  certain  percentage — one-tenth 
of  1  per  cent,  I  believe — did  you  use  any  large  amount  of  non- 
Bessemer  ores  during  the  time  that  you  were  at  the  head  of  the 
Carnegie  Steel  Co.,  in  making  steel? 

Mr.  Carnegie.  Why,  Mr.  Chairman,  I  am  just  beginning  to 
tell  you. 

The  Chairman.  I  see.  I  was  under  the  impression  that  there  was 
no  great  amount  used. 

Mr.  Carnegie.  Of  non-Bessemer? 

The  Chairman.  In  the  making  of  steel  prior  to  1900. 

Mr.  Carnegie.  Prior  to  what  year  ? 

The  Chairman.  Prior  to  1900. 

Mr.  liEED.  I  think  you  are  just  a  step  ahead  of  ^Mr.  Carnegie's 
story,  Mr.  Chairman,  if  you  will  permit  me  to  suggest  it. 

The  Chairman.  Very  well.    Do  not  let'me  anticipate. 

Mr.  Carnegie.  Yes.  If  you  would  let  me  go  right  along,  I  would 
prefer  to  continue  my  story  first,  and  then  you  can  ask  me  questions. 

The  Chairman.  Very  well.    I  will  not  interrupt  you. 

Mr.  Carnegie.  Where  was  I? 

The  Chairman.  You  were  speaking  of  making  the  steel  from  the 
non-Bessemer  ores. 

Mr.  Young.  You  were  spealdng  of  bringing  Mr.  Thomas  over  here. 

Mr.  Carnegie.  Oh,  yes. 
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We  purchased  his  patents,  which  I  handed  over  to  the  Bessemer 
Association,  and  they  very  generously  resolved  that  our  share  of  the 
cost  of  the  patents  should  not  be  charged  against  the  Carnegie  Co., 
because  I  had  secured  them  for  them. 

That  was  a  great  step  forward. 

But  I  found  another  step  a  later  year.  On  one  of  my  season's 
visits  to  England,  I  was  told  of  a  successful  experiment  of  using 
the  non-Besemer  ores  in  the    open-hearth  furnaces. 

The  Chairman.  I  want  to  get  this  perfectly  clear:  Did  these 
Thomas  patents  include  the  open-hearth  furnace  ? 

Mr.  Carnegie.  The  Thomas  patents?  Oh,  no.  The  Thomas  pat- 
ents had  nothing  to  do  with  that.  They  gave  a  basic  lining  to  the 
Bessemer  converter. 

The  Chairman.  Oh,  I  see. 

Mr.  Carnegie.  Xow,  Mr.  Chairman,  if  you  will  let  me  go  on 

The  Chairjian.  Yes ;  I  shall  not  interrupt  you  again. 

Mr.  Carnegie.  If  you  will  permit  me  to  proceed  without  inter- 
ruption, I  think  I  could  give  you  the  information  in  more  connected 
and  intelligible  form,  and  then  you  might  ask  questions  afterwards. 

The  Chaiiman.  Yes.    Go  ahead. 

Mr.  Carnegie.  What  point  had  I  reached  ? 

By  request,  the  stenographer  read  the  last  sentence  of  Mr.  Car- 
negie's statement,  as  follows : 

On  one  of  my  season's  visits  tcj  England  I  was' told  of  a  snccessful  experi- 
ment of  using  the  non-Bessemer  ores  in  the  open-hearth  furnace. 

Mr.  Carnegie.  I  came  home  and  I  said  to  that  bright  mechanical 

genius,  Mr.  Schwab,  the  greatest  man  I  have  e\er  met  in  that  line 

The  Chairman.  He  is  a  great  man  in  many  lines. 

Mr.  Carnegie.  He  is.    He  is  a  genius. 

I  said  to  Mr.  Schwab — and  he  saw  the  point  at  once : 

Now,  Schwab,  suppose  you  test  that  experiment,  and  see  if  it  Is  right. 

He  did  test  it,  and  he  reported  that  it  was  correct. 
Then  I  said : 

Here  is  a  chance.    Let  us  build  open-hearth  furnaces  for  that  purpose. 

I  do  not  think  it  was  a  week  before  he  came  to  me  in  New  York, 
because  I  removed  from  Pittsburgh  to  New  York  in  1868,  and,  of 
course,  gave  up  all  the  details  of  the  business.  I  could  not  follow 
those  at  Pittsburgh — he  came  to  me  and  laid  down  a  plan  with  8 
monster  open-hearth  furnaces  on  one  side  of  the  new  building  and 
8  on  the  other,  and  cranes  moving  the  material  everywhere,  and  just 
one  man  at  a  crane. 

And  I  said : 

Build  It. 

And  we  did. 

Open-hearth  steel  was  worth  $5  a  ton  more  than  Bessemer  rail  steel. 
It  did  not  cost  us  very  much  more,  a  fraction  more,  to  make  it,  and 
there  we  had  something  that  remains  to  this  day  unequaled  in  the 
world.  There  is  nothing  like  that  mill  at  Homestead  in  the  world 
to-day,  and  if  this  committee  would  go  out  and  take  a  look  at  it  they 
would  not  see  any  restraint  of  trade  there,  I  assure  you.  It  is  a 
marvel. 
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The  Chairman.  I  have  seen  that,  Mr.  Carnegie. 

Mr.  Carnegie.  There  were  16  monster  furnaces. 

Another  point :  Coal  is  a  very  inferior  fuel  for  the  making  of  steel. 
Even  if  you  pass  it  through  a  producer  and  make  gas  of  it,  it  does 
not  compare  with  the  natural  gas. 

They  were  just  beginning  the  use  of  natural  gas.  and  we  took  one 
of  our  young  men,  Mr.  Clemson,  and  put  him  in  charge,  and  he  has 
followed  that  out  until  we  now  have  pipes  100  miles  in  length  follow- 
ing the  gas.  Farmers  like  to  experiment  with  the  farms  and  see  if 
they  have  got  oil  and  a  gas  well  is  struck,  and  Mr.  Clemson  is  there 
and  gives  the  farmer  a  fortune  for  his  well.  In  that  way  the  Carnegie 
Steel  Co.  has  an  abundant  supply  of  gas  for  its  open-hearth  process. 

You  asked  me,  Mr.  Chairman,  when  we  went  into  steel. 

I  was  satisfied  that  the  steel  process  was  a  success  in  Britain.  I 
returned  and  told  my  partners  that  iron  was  to  be  dethroned  and 
steel  would  be  king;  but  they  were  afraid  to  join  me  in  building  a 
steel  works. 

I  got  other  friends,  outside  of  my  partners,  and  we  organized  the 
Edgar  Thompson  Steel  Works. 

The  Chairman.  Who  were  "  we  "  ?    Who  organized  it  ? 

Mr.  Carnegie.  I  was  the  principal  one. 

The  Chairjian.  What  are  the  names  of  your  associates? 

Mr.  Carnegie.  Oh,  I  shall  have  to  ask  you  to  let  me  file  a  list,  Mr. 
Chairman.  I  can  name  some  of  them.  One  was  Mr.  McCandless, 
who  was  a  dry  goods  merchant;  Mr.  John  Scott,  a  banker,  was  an- 
other; personal  friends  went  into  it.  We  were  building  the  works, 
and  the  panic  of  1873  struck  us  and  we  suspended  work  for  a  time; 
and  so  many  of  my  friends  needed  their  money  that  they  begged  me 
to  repay  them.  I  did  so,  and  bought  out  five  or  six  of  them.  That 
is  what  gave  me  my  leading  interest  in  this  steel  business. 

If  I  remember  right,  I  think  we  each  put  in  about  $20,000  only; 
but  I  had  to  buy  so  many  of  them  out  during  the  panic  that  I  became 
the  controlling  one. 

That  is  how  we  began  in  the  steel  business.  That  is  the  history  of 
it,  I  think,  in  answer  to  your  question,  Mr.  Chairman. 

The  Chairman.  Thank  you. 

Mr.  Gardner.  Was  it  in  1873  that  you  became  the  chief  owner  in 
the  Edgar  Thompson  works,  Mr.  Carnegie? 

Mr.  Carnegie.  I  think  so,  but,  of  course,  gentlemen,  I  do  not  pre- 
tend to  tell  you  the  exact  dates.  I  bought  out  this  man  and  that 
man  and  everything  like  that,  and  it  was  owing  to  the  panic  in  1873 
that  so  many  wished  to  withdraw.  It  was  in  1873  to  1876.  Oh,  yes ; 
it  kept  on ;  ithe  Steins,  partners,  and  other  men  would  wish  to  with- 
draw. 

Mr.  Gardner.  But,  according  to  evidence  before  the  committee,  if 
I  am  not  mistaken,  the  option  on  Braddock's  field  by  the  Edgar 
Thompson  Works  was  established,  but  it  was  not  bought  until  January 
1,  1873. 

Mr.  Carnegie.  What  is  that,  Mr.  Gardner? 

Mr.  Gardner.  On  January  1, 1873,  Mr.  Coleman  took  an  option  on 
Braddock's  field  for  himself  and  associates. 

Mr.  Carnegie.  That  is  right.  That  is  quite  right.  The  first  of  the 
year.    And  the  panic  did  not  come  until  fall. 
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Mr.  Gardner.  I  will  ask  you  about  that  later.  I  should  not  have 
interrupted  you  now,  but  I  thought  I  might  clear  it  up. 

Mr.  Carnegie.  Kemember,  gentlemen,  I  am  speaking  from  mem- 
ory and  subject  to  make  mistakes  in  dates.  Of  course  the  records 
will  show  if  I  do,  and  I  hope  you  will  point  them  out,  because  I  wish 
to  give  you  the  truth.    But  I  am  right  about  that  you  see. 

Mr.  Gardner.  Not  as  to  the  time  of  the  Edgar  Thompson  Steel 
Co.  (Ltd.)  being  incorporated.    But  we  will  get  to  that  later. 

Mr.  Carnegie.  Oh,  incorporated?     Yes;  that  was 

Mr.  Gardner.  October  12,  1874. 

Mr.  Carnegie.  Incorporated?     The  Edgar  Thompson  Steel  Co.? 

Mr.  Gardner.  Yes. 

Mr.  Carnegie.  Then  we  must  have  gotten  our  incorporation  later, 
perhaps.  Perhaps  we  made  a  change  and  increased  the  stock,  or 
something  of  that  kind. 

Mr.  Gardner.  "  On  October  31  the  unfinished  works  of  Braddock 
were  transferred  to  the  latter  corporation — the  Edgar  Thompson 
Steel  Co." 

I  simply  put  it  in  here  because  later  I  would  like  to  talk  with  you 
about  that  Edgar  Thompson  Co. 

Mr.  Carnegie.  Yes;  with  pleasure.  I  thank  you  for  asking  that. 
Mr.  Gardner.  No  one  is  more  anxious  to  get  it  exactly  right  than  t 
am  myself. 

The  Chairjian.  Mr.  Carnegie,  you  have  detailed  to  us  how,  from 
a  modest  beginning  in  the  iron  business,  you  have  gone  step  by  step 
up  to  the  completion  of  the  Edgar  Thompson  Steel  Works,  and  the 
installation,  for  the  first  time  in  this  country,  of  the  Bessemer  and 
the  open -hearth  processes. 

Mr.  Carnegie.  Excuse  me,  Mr.  Chairman.     We  were  not  the  first. 

The  Chairman.  I  understood  you  to  say  so. 

Mr.  Carnegie.  No;  not  the  first.  I  am  telling  you  the  first  that 
I  was  interested  in.  There  were  experiments  made  on  Lake  Michi- 
gan.    I  forget  the  names  just  now. 

Mr.  Young.  Ward  was  one. 

Mr.  Carnegie.  Yes.     It  failed. 

There  were  the  Joliet  Works,  that  were  sold  and  reorganized. 

The  great  Pennsylvania  Steel  Co.  began  building.  It  was  saved 
from  bankruptcy  by  the  Pennsylvania  Railroad  Co.  advancing 
$600,000.  which  would  be  equal  to  $6,000,000  to-dav. 

They  had  the  Bessemer  Works  at  Troy,  but  that  passed  out  of 
existence. 

The  Chairman.  But  what  I  have  mentioned  represented  the  first 
of  your  start  in  that  direction  ? 

Mr.  Carnegie.  Yes.  I  was  asked  what  I  engaged  in  as  regards 
steel. 

Mr.  Gardner.  I  had  understood  you  to  answer  it  in  that  way. 

Mr.  Carnegie.  Thank  you. 

The  Chairman.  I  may  have  misapprehended  you.  I  am  not  inter- 
ested in  who  was  the  first  to  install  these  things  so  much  as  I  am  in 
the  work  itself. 

You  spoke  of  the  advance  in  your  business  from  the  iron  works 
around  Pittsburgh  in  the  sixties  up  to  the  time  that  you  completed 
this  great  plant  conceived  by  Charlie  Schwab. 

Mr.  Carnegie.  The  work  was  not  conceived  by  him. 
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The  Chairman.  It  was  your  idea,  as  I  understand,  and  he  drew 
the  designs. 

Mr.  Carnegie.  That  is  only  one  branch 

The  Chairman.  But  up  to  the  completion  of  that  planl^ 


Mr.  YoTJNG.  That  is  the  Homestead  plant;  not  the  Edgar  Thomp- 
son Steel  Co. 

The  Chairman.  The  Homestead. 

What  I  am  trying  to  get  at  is  this :  At  the  time  that  this  Home- 
stead plant  was  finished,  what,  at  that  time,  approximately,  was  the 
value  of  the  properties  of  the  Carnegie  Steel  Co.  ? 

Mr.  Carnegie.  I  have  no  more  idea  than  you  have.  I  can  not  tell 
you  what  our  expenditures  or  capital  were  at  those  days.  It  is  a 
matter  of  record. 

The  Chairman.  Can  you  tell  me  approximately  ? 

Mr.  Carnegie.  No  ;  not  approximately.     I  have  no  idea  of  it. 

The  Chairman.  It  was  many  million  dollars? 

Mr.  Carnegie.  Why  should  I  guess  when  you  have  the  records  ? 

The  Chairman.  I  have  no  records. 

Mr.  Carnegie.  But  there  are  records,  and  they  can  easily  be  ob- 
tained. We  would  be  delighted — I  have  no  control  over  them  now,  I 
suppose,  but  they  can  undoubtedly  be  obtained.  ^ 

The  Chairman.  Nor  have  I. 

Mr.  Carnegie.  But,  Mr.  Chairman,  it  would  be  an  interesting  his- 
torical fact  to  see  just  how  all  these  things  went. 

The  Chairman.  Very.  It  was  for  that  reason  that  I  was  asking 
the  question. 

Mr.  Carnegie.  I  have  no  idea.  I  should  be  very  much  interested 
in  knowing. 

Mr.  Chairman,  I  will  put  it  to  you :  How  can  you  expect  me  to  go 
back  for  40  years — is  it  ? — and  tell  you  what  capital  I  invested  in  so 
many  things  that  we  had? 

The  Chairman.  I  am  not  asking  for  its  capitalization.  I  am  ask- 
ing for  its  value.  They  are  not  synonymous  terms  in  the  steel  busi- 
ness, are  they  ? 

Mr.  Carnegie.  Would  you  have  its  value  based  upon  the  results 
up  to  date? 

The  Chairman.  No,  sir ;  based  upon  the  cost  of  building  it.  What 
amount  had  you  invested  in  steel  plants  up  to  that  time?  Do  you 
know  ? 

Mr.  Carnegie.  I  have  no  idea. 

The  Chairman.  Whatever  that  amount  was,  Mr.  Carnegie,  whether 
it  was  a  million  dollars  or  $20,000,000  or  a  hundred  million  dollars, 
had  that  money  been  made  by  you  and  your  colleagues  out  of  the 
steel  business? 

Mr.  Carnegie.  No 

The  Chairman.  Or  was  it  the  result  of  purchases  of  stock  from 
without  by  people  who  had  invested  in  stocks  that  you  had  put  on 
the  market  at  a  certain  price? 

Mr.  Carnegie.  I  do  not  think  there  ever  was  a  share  of  our  stock 
on  the  market.     We  were  a  partnership. 

The  Chairman.  I  understand. 

Mr.  Carnegie.  Excuse  me.  The  Edgar  Thompson  Co.  was  not  a 
partnership,  but  I  had  to  take  back  the  interests  that  my  friends  had 
taken  to  such  an  extent  that  I  controlled  it. 
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The  Chaihman.  Then,  whatever  these  properties  were  worth  at 
the  time  of  the  completion  of  the  Homestead  plant — ^when  was  that? 
"When  was  the  Homestead  plant  completed? 

Mr.  Carnegie.  The  Homestead  plant  was  never  completed. 

The  Chairman.  When  was  it  put  in  operation? 

Mr.  Carnegie.  The  Homestead  plant? 

The  Chairman.  Yes. 

Mr.  Carnegie.  We  bought  the  Homestead.  A  party  in  Pittsburgh 
had  the  best  site  on  the  river,  and  they  were  building  a  plant — the 
regular  steel  manufacturers  of  Pittsburgh,  not  the  Bessemer  man- 
ufacturers, concluded  to  build  a  plant  jointly,  and  they  made  a  party 
between  themselves. 

The  Chairman.  Then  I  am  in  error. 

What  plant  was  it  you  spoke  of  which  was  constructed  after  plans 
and  specifications  or  drawings  made  by  Mr.  Schwab? 

Mr.  Carnegie.  Oh,  that? 

The  Chairman.  Yes.    Was  that  the  Homestead  plant? 

Mr.  Carnegie.  That  is  one  plant  at  Homestead. 

The  Chairman.  That  is  one  of  the  plants  at  Homestead  ? 

Mr.  Carnegie.  That  is  one  of  the  mills. 

The  Chairman.  When  was  that  mill,  which  was  a  part  of  the 
Homestead  plant,  completed  ?     About  what  time  was  it  completed  ? 

Mr.  Carnegie.  I  have  failed  to  get  that,  but  will  you  kindly  leave 
it  until  I  ascertain?  I  can  make  a  memorandum  and  give  it  to  you 
later. 

The  Chairman.  Certainly. 

Mr.  Carnegie.  I  see,  Mr.  Chairman,  that  I  must  be  very  careful 
as  to  words. 

For  instance,  when  I  say  "  New  mill "  I  do  not  mean  a  new  mill 
apart  from  others.  There  are  64  heating  furnaces  in  Homestead 
mills  to-day. 

The  Chairman.  Yes ;   I  have  been  there. 

Mr.  Carnegie.  You  call  that  one  plant. 

The  Chairman.  Yes. 

Mr.  Carnegie.  But  when  I  say  we  built  a  mill  adding  to  Home- 
stead, as  Mr.  Schwab  did,  that  is  only  an  extension  of  Homestead. 

The  Chairman.  Yes ;  I  understand. 

"When  that  addition  or  extension  was  completed  at  that  time  the 
moneys  which  were  invested  in  that  property  and  in  the  other  prop- 
erties which  you  held  came  from  what  source  ?  Did  they  come  from 
the  sales  of  stock  or  were  they  a  part  of  the  earnings  of  your  business 
previously  ? 

Mr.  Carnegie.  They  were  earnings  from  our  business  previously, 
except  that  if  we  wanted  to  borrow  a  million  dollars  from  the  banks 
to  put  up  this  mill,  we  would  borrow  it  and  then  the  profits  coming 
along  would  pay  for  it. 

The  Chairman.  You  started  in  the  iron  and  steel  business  first 
with  the  Klomans  ?     You  were  associated  with  them  ? 

Mr.  Carnegie.  Yes. 

The  Chairman.  Was  that  much  of  a  concern  ? 

Mr.  Carnegie.  Oh,  I  think  the  total  amount  there  was  $40,000, 
starting  with  Kloman. 

The  Chairman.  With  a  $40,000  beginning  you  gradually  increased 
your  business,  building  plants  and  making  additions  to  them,  con- 
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structing  railroads,  purchasing  ore  and  the  like,  and  these  purchases 
were  made  from  moneys  accruing  from  the  operation  of  your  busi- 
ness and  earned  by  the  manner  in  which  you  conducted  it,  and  were 
not  contributions  from  persons  purchasing  an  interest  in  the  business 
or  not  the  result  of  sales  of  stocks  to  the  general  public ;  is  that  true? 

Mr.  Carnegie.  I  have  just  stated  to  you,  Mr.  Chairman,  that  in 
order  to  get  up  the  mill  in  Superior  the  leading  manufacturers  of 
Pittsburgh  and  myself  subscribed.  It  was  a  joint  stock  concern.  I 
have  just  stated  to  you  how  that  was. 

The  Chairman.  That  is,  to  install  this  open-hearth  process  that 
your  partners  would  not  agree  to  do  ? 

Mr.  Carnegie.  Oh,  Bessemer?  There,  again,  I  had  to  go  and  get 
support  from  the  leading  people,  various  people,  to  put  in  capital  to 
begin  steel.  I  did  not  begin  steel  on  the  profits  which  we  had  made 
before  we  entered  steel.  The  iron  business  was  requiring  its  capital, 
because  we  were  enlarging  that.     But  I  got  up  a  new  party  altogether. 

Mr.  Sterling.  What  was  the  new  party  called  ? 

Mr.  Carnegie.  The  name  of  the  works  was  given  after  my  dear 
friend,  John  Edgar  Thompson ;  The  Edgar  Thompson  Steel  Co.  He 
was  president  of  the  Pennsylvania  Eailroad,  and  really  he  was  the 
greatest  man  in  it. 

Mr.  Steeling.  And  that  company  was  incorporated  later  ? 

Mr.  Carnegie.  Yes,  later ;  so  it  appears  by  the  minutes. 

Mr.  Sterling.  Had  any  one  of  the  other  organizations  with  which 
you  were  connected  been  incorporated,  or  were  they  just  partnership 
concerns  ? 

Mr.  Carnegie.  I  shall  have  to  think  about  that  a  little. 

Mr.  Reed.  Most  of  them  were  limited  partnerships. 

Mr.  Gardner.  Let  me  suggest  the  Pittsburgh-Bessemer  Steel  Co. 
(Ltd.). 

Mr.  Reed,  Sr.  That  was  a  limited  partnership  association  ? 

Mr.  Gardner.  That  was  what  originally  built  the  Homestead 
mills? 

Mr.  Reed,  Sr.  They  built  a  small  plant  at  Homestead,  which  was 
subsequently  purchased  by  Carnegie,  Phipps  &  Co.  (Ltd.). 

Mr.  Carnegie.  Yes. 

Mr.  Reed,  Sr.  It  was  the  nucleus  of  the  Homestead  plant,  you 
might  say. 

Mr.  Carnegie.  When  they  wished  to  sell  it,  what  weighed  with 
me  greatly  was  this :  The  amount  of  space  that  we  would  get  on  the 
river. 

Gentlemen,  I  meant  to  keep  on  expanding. 

I  was  in  at  the  birth  of  steel ;  I  followed  it,  and  steel  did  become 

king- 

The  Chairman.  You  say  you  meant  to  keep  on  expanding? 

Mr.  Carnegie.  Yes. 

The  Chairman.  I  wish  you  would  explain  that  further.  Do  you 
mean  if  you  had  remained  in  the  business  ? 

Mr.  Carnegie.  If  I  had  remained  in  the  business? 

The  Chairman.  Yes. 

Mr.  Carnegie.  If  I  had  remained  in  the  business  I  would  have  had 
a  plant  at  Conneaut  that  would  have  astonished  the  world,  and 
which  would  have  distanced  all  competition  in  that  line. 
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The  Chaiemak.  What  were  you  going  to  build  there? 

Mr.  CAEiraiGiE.  We  were  going  to  begin  with  making  tubes. 

The  Chaieman.  Who  were  making  tubes  at  that  time? 

Mr.  Caenegie.  There  was  one  concern  in  Pittsburgh,  the  National 
Tube  Works. 

The  Chairman.  Mr.  Gary's  plant,  the  Federal  Steel  Co.  Were 
they  making  tubes  or  making  at  them,  at  that  time  ? 

Mr.  Caenegie.  No.  I  knew  of  but  one.  There  were  others,  but 
we  had  one  in  Pittsburgh.  But  there  Charlie  Schwab  comes  in 
again.  He  told  me  that  he  was  satisfied  he  could  build  a  tube  mill 
that  would  save  $10  a  ton  over  any  tube  mill  existing. 

The  Chaieman.  How  much? 

]Mr.  Caenegie.  Ten  dollars  a  ton  on  tubes. 

We  had  relations  with  the  National  Tube  Co.  We  furnished  their 
Bessemer  steel.  We  furnished  the  steel  out  of  which  they  made 
their  tubes.  We  furnished  the  raw  material  for  the  National  Tube 
Co.  in  great  amounts;  the  Bessemer  billets  for  the  National  Tube 
Works.  They  concluded  that  they  would  make  these  themselves  and 
build  blast  furnaces.  That  was  quite  right.  We  had  no  objection 
to  that.  We  concluded  that  we  needed  other  extensions,  and,  having 
bought  the  harbor  of  Conneaut 

The  Chairman.  Having  done  what? 

Mr.  Carnegie.  Having  bought  the  harbor  of  Conneaut,  the  last 
fine  harbor  on  the  lake. 

The  Chairman.  Having  bought  it? 

Mr.  Carnegie.  Having  bought  it. 

The  Chairman.  Did  you  buy  the  right  to  use  that  harbor — the 
sole  right  to  use  it? 

Mr.  Carnegie.  We  bought  the  land  around  the  harbor. 

The  Chairman.  That- gave  you  the  control  of  that  harbor? 

Mr.  Carnegie.  Yes.  I  was  always  fighting  the  Pennsylvania  Rail- 
road for  its  high  rates  from  Pittsburgh  when  it  had  a  monopoly. 

The  Chairman.  From  where  to  Pittsburgh?     From  the  lake? 

Mr.  Carnegie.  From  everywhere. 

The  Chairman.  What  was  the  rate,  then,  from  Pittsburgh  to  the 
lake? 

Mr.  Carnegie.  I  can  not  tell  you.  I  think  it  was  $1.56,  if  I  re- 
member right;  but  that  was  not  the  question,  the  rate  to  the  Lakes. 
It  was  a  question  of  the  rates  everywhere. 

I  have  seen  hundreds  of  trainloads  of  freight  passing  from  Chi- 
cago to  New  York  through  the  streets  of  Pittsburgh,  and  I  have  seen 
trains  passing  from  New  York  through  Pittsburgh  to  Chicago  for 
less  money  than  the  Pennsylvania  Railroad  would  charge  for  our 
freight  from  Pittsburgh  to  New  York  or  from  Pittsburgh  to 
Chicago. 

I  have  Imown  of  flour  made  in  the  city  of  Pittsburgh  that  was 
hauled  to  the  river  and  loaded  on  a  boat  and  sent  to  Cincinnati — 530 
miles  by  water — and  that  same  flour  shipped  back  by  rail  through 
the  streets  of  Pittsburgh  to  New  York  and  eastern  points  cheaper 
than  they  would  take  it  from  Pittsburgh. 

That  state  of  affairs  produced  the  Pittsburgh  riots.  People  be- 
came infuriated. 
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1  wished  to  have  better  rail  communications  for  Pittsburgh,  and  I 
round  this  brolien  down  railroad 

The  Chairman.  ^Yhat  road  was  that?  The  Bessemer  &  Lake 
Erie? 

Mr.  Carnegie.  The  Bessemer  &  Lake  Erie. 

Mr.  Reed.  It  was  the  Pittsburgh,  Shenango  &  Lake  Erie,  the  evi- 
dence shows. 

The  Chaiejian.  Which  afterwards  became  the  Bessemer  &  Lake 
Erie. 

Mr.  Reed.  Yes. 

Mr.  Carnegie.  I  undertook  that,  got  up  a  party,  and  built  that 
railroad. 

The  Chairman.  What  did  that  railroad  cost  you  ? 

Mr.  Carnegie.  I  have  not  the  slightest  idea. 

The  Chairman.  Can  you  tell  us  approximately? 

Mr.  Carnegie.  I  read  in  the  reports  there  lately,  and  your  reports 
astonished  me,  that  it  had  cost  so  much.  My  recollection  was  that 
it  had  cost  less.  But  it  is  all  there  in  your  records.  Mr.  Reed 
pointed  it  out  to  me  the  other  day. 

The  Chairman.  You  bought  what  there  was  of  this  broken-down 
road  for  a  nominal  sum^  and  then  you  improved  it  and  enlarged, 
did  you  not? 

Mr.  Carnegie.  It  was  a  fine  railroad. 

The  Chairman.  You  made  a  good  railroad  of  it? 

Mr.  Carnegie.  Yes;  very. 

The  Chairman.  That  road,  then,  ran  from  the  harbor  of  Conneaut, 
over  which  you  had  control,  because  you  had  purchased  all  the  avail- 
able land  where  a  ship  could  be  docked.     Did  you  build  docks  there? 

Mr.  Carnegie.  Yes^  sir. 

The  Chairman.  Did  anybody  else  use  those  docks  except  the 
Carnegie  Steel  Co.? 

Mr.  Carnegie.  I  do  not  know  what  they  are  doing  with  them. 

The  Chairman.  I  mean,  when  you  had  it? 

Mr.  Carnegie.  I  do  not  think  so. 

The  Chairman.  Then  you  bought  some  steamships  and  organized 
a  steamship  company,  did  you  not? 

Mr.  Carnegie.  We  constructed  great  steamships.  I  am  afraid  to 
tell  you  how  many  tons  they  carried.  It  went  into  the  thousands. 
I  have  a  recollection  that  one  of  them  carried  10,000  tons.  I  may  be 
wrong  about  that,  but  they  carried  very  large  amounts.  The  judge 
just  tells  me  that  they  carry  7,500  tons. 

The  Chairman.  There  are  10,000-ton  boats  now  on  the  lake,  I 
believe. 

Mr.  Carnegie.  Yes.  Just  look  at  that !  Just  see  what  that  meant 
to  us.  We  had  formerly  to  hire  sailing  vessels,  small  sailing  vessels 
at  first,  and  the  cost  of  transportation  was  necessarily  great.  They 
were  slow,  took  up  a  great  deal  of  time,  and  each  little  boat  required 
a  crew  of  men.  We  built  those  monsters,  with  loading  and  unload- 
ing facilities  all  carried  on  the  deck.  They  unload  one  of  these  great 
ships  in  three  and  a  half  hours,  I  am  told. 

The  Chairman.  And  they  load  them  in  30  minutes  sometimes, 
10,000  tons? 

Mr.  Carnegie.  I  suppose  they  do. 
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The  Chairman.  What  is  the  cost  of  handling  a  ton  of  that  ore? 
Is  it  as  much  as  5  cents?  . 

Mr.  Carnegie.  You  must  ask  the  parties  who  do  it,  Mr.  Chairman. 
The  Chairman.  Did  you  not  know,  when  you  owned  these  docks 

and  ships?  »       ,      t 

Mr.  Carnegie.  I  never  heard  just  the  cost  of  unloading.  It  was, 
of  course,  very  much  less  than  it  was  formerly.  I  could  not  say, 
per  ton,  what  it  was.  I  paid  very  little  attention  to  the  details  in 
our  business. 

The  Chairman.  "WTiat  effort  did  you  make  to  get  ore?  You  had 
your  railroad  running  to  Conneaut;  you  had  your  boats  plying  be- 
tween Conneaut  and  p)orts  on  the  lake ;  did  you  get  any  Lake  Superior 
ports  at  the  other  end,  up  about  Duluth  or  Two  Harbors,  or  any- 
where up  there? 

Mr.  Carnegie.  I  can  not  tell  you  about  that. 

The  Chairman.  You  got  control  of  the  Duluth  &  Missabe  Eail- 
road,  did  you  not? 

Mr.  Carnegie.  No. 

The  Chairman.  Did  not  the  Carnegie  Co.  get  control  of  that? 

Mr.  Carnegie.  I  think  not. 

Mr.  Reed.  The  evidence  shows,  Mr.  Chairman,  that  the  Lake  Su- 
perior Consolidated  Iron  Mines  got  control  of  it. 

The  Chairman.  You  never  had  it? 

Mr.  Carnegie.  No. 

The  Chairman.  What  arrangement  did  you  make  with  the  Oliver 
Iron  Mining  Co.  to  haul  your  ore  from  the  Vermillion  Range? 

Mr.  Reed.  They  did  not  own  that. 

Mr.  Carnegie.  I  do  not  think  the  Oliver 

The  Chairman.  I  mean  the  Lake  Superior  Consolidated  Iron 
Mines. 

Mr.  Reed.  They  did  not  own  that. 

The  Chairman.  The  Minnesota  Iron  Co.,  or  whoever  it  was. 

Mr.  Reed.  That  railroad  company  was  a  subsidiary  of  the  Min- 
nesota Iron  Co. 

Mr.  Gardner.  I  do  not  think  the  chairman  meant  the  Duluth  & 
Missabe,  but  the  Duluth  &  Iron  Range.  I  think  that  is  what  the 
chairman  refers  to. 

The  Chairman.  Did  the  Oliver  Iron  Mining  Co.  make  any  ar- 
rangements with  the  Carnegie  Steel  Co.,  or  did  you  own  any  interest 
in  the  Oliver  Iron  Mining  Co.  by  which  you  were  to  receive  ore 
from  the  Vermillion  Range? 

Mr.  Carnegie.  Speaking  of  the  Oliver  Co.,  if  I  understand  you, 
Harry  Oliver,  my  fellow  messenger  in  the  telegraph  office,  was  one 
of  the  brightest  men  that  Pittsburgh  ever  could  boast  of,  and  he 
saw  far  ahead  and  went  up  to  that  region  and  loaded  himself  with 
ore  leases  that  he  purchased  for  a  song,  or  what  would  now  be  a 
song.  He  purchased  all  these  leases,  and  in  one  of  the  panics  which 
took  place  in  this  country,  and  which,  owing  to  our  having  the  worst 
banldng  system  in  the  world— a  disgrace  to  a  civilized  nation — spread 
ruin ;  and  if  this  bill  that  is  before  "Congress  now  could  only  be 
passed  you  would  have  a  preventive  of  that,  and  you  would  escape 
panics,  as  France  and  Germany  and  England  do — Harry  Oliver 
came  to  us  and  said  he  would  like  us  to  buy  five-sixths  of  all  his 
mining  leases. 
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That  was  a  big  order,  and  I  went  to  Lake  Superior  myself,  be- 
cause, up  to  that  time,  I  had  thought  that  we  would  not  engage  in 
the  risk  of  mining;  but  I  went  up  myself  and  looked  over  the  whole 
question  of  ore  there,  and  I  saw  these  immense  steam  shovels  shovel- 
ing up  this  ore  at,  a  cost,  I  think,  of  20  cents  a  ton  or  so,  and  leases 
were  at  15  or  20  cents  a  ton — and  changed.  "  We  will  go  and  own 
our  own  ore." 

We  accepted  Mr.  Oliver's  proposition,  and  later,  our  successor, 
the  steel  company  of  to-day,  purchased  the  remaining  sixth  from 
the  family,  after  my  dear  friend's  death. 

The  Chairman.  That  Oliver  Mining  Co.  was  capitalized  at  about 
one  and  a  half  million  dollars,  or  something  like  that.  I  was  trying 
to  find  it  here.  And  when  the  Steel  Corporation  was  formed,  the 
Olivers  still  owned  one-sixth  of  it? 

Mr.  Carnegie.  Yes. 

The_  Chairman.  Your  Carnegie  Steel  Co.  owning  five-sixths. 
And  it  paid — I  am  stating  this  from  memory — approximately 
$17,000,000  for  the  remaining  one-sixth  interest  in  a  concern  that 
was  originally  capitalized  at  less  than  $2,000,000.  Do  you  know 
why  that  was  done? 

Mr.,  Carnegie.  But  wait  a  moment.  What  do  you  say  they  paid 
for  one-sixth? 

The  Chairman.  Seventeen  millions. 

Mr.  Carnegie.  Is  that  true,  Judge? 

Mr.  Eeed,  Sr.  I  do  not  know. 

Mr.  Carnegie.  Seventeen  millions  for  a  sixth  interest? 

The  Chairman.  Yes. 

Mr.  Carnegie.  Gentlemen,  I  am  not  surprised  at  anything  in  the 
price  of  ores. 

The  Chairman.  It  is  very  surprising  to  me.  I  am  asking  for 
information. 

Mr.  Carnegie.  Why,  according  to  that,  the  purchase  that  we 
made  from  Harry  Oliver  of  five-sixths  would  be  eighty-five  millions. 
Is  that  correct,  Mr.  Chairman? 

The  Chairman.  What  was  the  capitalization  of  the  Oliver  Iron 
Mining  Co.? 

Mr.  Eeed.  Twelve  hundred  thousand  dollars  is  the  capitalization 
of  the  Oliver  Iron  Mining  Co. 

The  Chairman.  What  did  they  pay  for  the  one-sixth  interest  at 
the  consolidation? 

Mr.  Eeed.  I  do  not  remember  exactly. 

Mr.  Gardner.  May  I  read  from  the  underwriting  agreement, 
April  1,  1901,  between  J.  P.  Morgan  &  Co.  and  the  United  States 
Steel  Corporation? 

The  Chairman.  Yes. 

Mr.  Gardner.  Under  "Oliver  Iron  Mining  Co.  (a  corporation  of 
Minnesota)": 

Two  thousand  shares  of  the  aggregate  par  value  of  $200,000,  out  of  a  total 
capital  stock  of  $1,200,000. 

Mr.  Carnegie.  We  were  modest,  were  we  not?  $1,200,000  for 
five-sixths  of  the  Oliver  Iron  Mining  Co.  What  fools  we  were  to 
sell  our  property  to  the  United  States  Steel  Corporation.    [Laughter.] 

Mr.  Young.  That  is  the  total  for  the  six-sixths. 


2362  UNITED    >TATF:?    ^TEEL    CORPOUATIOX. 

The  Chairman.  Why  was  it  that  the  report  shows  this— what  i< 
the  page? 

Mr.  "Gardnter.  That  is  from  the  report  of  the  Commissioner  of 
Corporations,  page  387  rhat  I  read. 

The  Chairjiax.  Do  you  Imow  why  that  smn  was  paid  to  the 
Olivers? 

Mr.  Gardner.  Tliat  was  the  capitalization. 

The  Chairman.  Do  you  know  why  the  sum  was  paid?  They  had 
a  controlling  interest  anyway  ? 

^Ir.  Carnegie.  I  never  heard  that  that  was  paid. 

I  am  surprised  that  I  could  have  been  such  a  fool  as  to  sell  my 
property  to  the  steel  company  on  a  basis  of  $i30,000,000 

Mr.  Young.  The  chairman  now  corrects  his  first  statement,  Mr. 
Carnegie.  It  appears  that  it  was  $17,000,000.  according  to  the  report, 
that  was  paid  for  the  whole  Oliver  Mining  Co. 

ilr.  Caenegie.  That  is  what  I  understand.  The  whole  Oliver 
Mining  Co.     We  bought  five-sixths  of  it.     What  did  we  pay  for  it? 

The  Chairman.  You  bought  halt  of  it  for  ^;.'iOO,000,  and  then  you 
bought  one-third  more  for  a  few  hundred  thousand  dollars. 

Mr.  Carnegie.  There  is  where  we  did  a  good  stroke  of  business.  It 
was  not  developed.  You  have  cases  more  extreme  than  that,  I  think, 
in  sales  of  properties.  The  truth  of  the  matter  is,  until  I  went  to 
Lake  Superior  and  saw  and  studied  the  question,  I  was  averse  to 
buying  ores  at  all.  I  thought  we  had  enough  to  do  at  home  in  de- 
veloping the  finished  product. 

j\Ir.  Young.  Y^'ou  had  had  some  early  experiences  in  mining  on  Lake 
Superior,  had  you  not? 

Mr.  Carnegie.  I  do  not  think  so. 

Mr.  YotJNG.  The  Kloman 

Mr.  Carnegie.  Oh;  the  Kloman. 

jNIr.  Young.  And  those  experiences  had  not  been  successful;  the 
Pittsburgh  &  Lake  Superior  with  the  Kirkpatrick  concern — I  for- 
get what  you  call  it. 

Mr.  Carnegie.  That  was  my  unfortunate  partner,  Mr.  Kloman, 
a  fine  mechanic,  who  was  led  into  trouble  bj-  people  that  we  Itnew 
nothing  about.  It  burst  upon  us  during  the  panic  like  a  thunder 
cloud  that  Mr.  Kloman  was  involved  in  ruin.  He  had  no  business  to 
go  into  that.  He  should  have  told  his  partners.  It  was  one  of  the 
deepest  trials  I  ever  had  to  stand,  to  find  my  partner,  Mr.  Kloman, 
who  was  a  mechanic  and  not  a  business  man,  led  into  bankruptcy. 

iMr.  Gardner.  The  Carnegie  Steel  Co.  of  New  Jersey  had  a  capital 
stock  of  $().">.2:)0,000,  all  owned  by  the  LTnited  States  Steel  Corpora- 
tion at  the  present  time.    In  making  up  that  capitalization 

Mr.  Eeed.  To  what  page  do  you  refer? 

]SIr.  (lAEDNER.  Pages  408  and  409  of  the  report  of  the  Commis- 
sioner of  Corporations. 

^Ir.  Eeed.  Slay  I  explain  to  you?  Mr.  Carnegie  does  not  under- 
stand that,  because  it  took  place  after  he  sold  out. 

The  Carnegie  Co.  had  a  capital  of  $160,000,000  in  stock  and  the 
same  amount  in  bonds  when  ^Ir.  Carnegie  sold  out. 

Subsequently  it  was  consolidated  with  the  National  Steel  Co.  and 
the  American  Steel  Hoop  Co.  into  the  present  Carnegie  Steel  Co. 
with  this  capitalization  you  spoke  of. 
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Mr.  Gardnek.  At  the  bottom  of  page  409,  if  you  will  look  down 
there,  you  will  find  under  "  Subsidiaries  " : 

Olivor  Iron  Mining  Co.,  nnioiinl  of  e-upltal  stock,  $1,200,000;  per  cent  owned 
by  iiarcut  company,  100  per  cent. 

That  means  the  Carnegie  Steel  Co.  of  New  Jersey  of  to-day? 

Mr.  Heed.  Yes. 

Mr.  Gardner.  A  subsidiary  of  the  United  States  Steel  Corpora- 
tion? 

Mr.  IvEED.  That  is  correct. 

Mr.  Gardner.  Then,  where  are  these  figures  of  $17,000,000  coming 
from  ? 

Mr.  Reed.  T  have  been  trying  to  find  out,  but  I  could  not.  I  do 
not  Iviiow  where  Mr.  Stanley  got  them. 

The  Chairman.  Take  the  price  paid  by  the  United  States  Steel 
(\)rporation  for  the  outstanding  one-sixth,  over  $17,000,000,  the  price 
])aid  for  the  one-sixtli. 

Mr.  (lARDNER.  Where  docs  llio  chairman  find  the  price  paid  for 
that  om^sixili  to  the  Oliver  hcii's? 

Mr.  IvKED.  T  think  <lio  chaii-nian  is  misled  by  something  on  page 
IJI  of  the  eoniniissioner's  repoi't. 

The  CiiAiRiMAN.  The  chnirniau  understands  that  the  Olivers  were 
paid  for  that  one-sixth;  they  owned  it;  tliey  had  a  contract  for  the 
shipment  of  ore  and  for  the  protection  of  freight  rates  to  the  Lake, 
did  thoy  not? 

Mr.  Carnegie.  I  do  not  know  what  they  had. 

Mr.  Gardner.  Here  we  get  at  it 

Mr.  Reed.  What  page? 

Mr.  Gardner.  Vatxc  114: 

ronipnrison  of  six'uritios  issncil  by  Tlnited  Stales  Steel  Oorponidon  in  1901 
Willi  amounts  of  secnriUos  of  constituent  concerns  and  casb  acquired  therefor. 

The  Cuairbian.  Yon  will  find  on  page  114  what  I  am  talking 
about. 

Mr.  G.VRDNER.  That  is  the  page  from  which  I  am  reading. 
The  Chairman.  All  right. 
]\Ir.  Gardner  (reading)  : 

Comparison  of  seourllies  issued  by  Unllcd  States  Steel  Corporation  in  1901 
Willi  amounts  of  securities  of  constiluent  concerns  and  casli  acquired  tlierefor. 

Oliver  Iron  Miuin£;  and  Pitlsbur!;li  Steamship  Cos.  (one-sixth  interest), 
$421,700. 

Amount  of  United  States  Stool  socurltios  issued  in  exchanjie:  .$0,250,000  of 
preferred  slock;  $0,250,000  of  common  stoclc;  total  issue  of  $18,500,000  in 
securities. 

Mr.  Young.  That  includes  the  Pittsburgh  Steamship  Co.,  does  it 
not? 

]\rr.  Gardner.  Wait  a  minute. 

The  Chairman.  That  $18,500,000,  I  ana  advised  by  Mr.  McCrea, 
if  I  am  not  mistaken,  was  paid  for  one-sixth  interest  in  the  Oliver 
Iron  Mining  Co. 

Mr.  Gardner.  From  the  face  of  this  table,  Mr.  Eeed,  that  would 
appear  to  be  so. 

Mr.  Reed.  That  includes  a  one-sixth  interest  in  the  steamship  com- 
pany also. 
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The  Chaiemax.  I  want  to  ask  this  question,  and  I  want  to  get  some 
light  on  it :  How  did  it  happen  that  the  Olivers  were  paid  $18,500,000 
for  securities  estimated  at  $421,700? 

Mr.  Carnegie.  You  must  ask  that  question  of  somebody  who  knows 
something  about  it,  Mr.  Chairman.  I  never  heard  it  until  now. 
I  had  no  more  to  do  with  it  than  you  had. 

The  Chairman.  I  want  to  ask  you  this  question 

Mr.  Carnegie.  Eemember,  I  am  not  connected  with  this  concern. 
I  never  owned  a  share  of  stock  in  it. 

The  Chairman.  I  know  that. 

Mr.  Carnegie.  I  never  had  anything  to  do  with  purchasing  one- 
sixth  of  the  Oliver  interest,  and  never  heard  of  it  until  to-day. 

The  Chaieiian.  Mr.  Carnegie,  I  understand  you  had  nothing  to 
do  with  the  formation  of  the  United  States  Steel  Corporation? 

Mr.  Carnegie.  Not  any  more  than  you  had. 

The  Chairman.  I  am  certain  of  that.  I  will  say  frankly  that  you 
have  simply  a  lien  on  this  property.  I  do  not  know  that  you  are  re- 
sponsible for  the  formation  of  the  Steel  Corporation  one  way  or  the 
other. 

Mr.  Carnegie.  Thank  you. 

The  Chaieman.  I  am  perfectly  frank  m  saying  I  have  no  doubt 
that  such  is  the  fact.  For  that  reason  I  was  very  grateful  when  Mr. 
Carnegie  advised  me  repeatedly  that  he  would  be  more  than  pleased 
to  appear  before  the  committee  at  any  time. 

Mr.  Carnegie.  Certainly. 

The  Chairman.  Without  a  protest  of  any  kind ;  and  I  regret  very 
nmch  the  necessity  of  issuing  process. 

Mr.  Carnegie.  Do  not  mention  it.  I  was  delighted  to  get  that 
official  document,  to  hand  down  to  my  heirs.  [Laughter.]  The  sig- 
nature of  Chairman  Stanley  will  count  for  something.     [Laughter.] 

The  Chairman.  You  honor  me  overmuch,  Mr.  Carnegie.  There 
are  so  many  people  who  have  received  that  signature  and  did  not  like 
to  see  it,  that  it  is  very  gratifying  to  know  that  you  treasure  it. 

Mr.  Carnegie.  Does  that  mean,  Mr.  Chairman,  you  have  bills  pay- 
able out  to  an  amount  of  a  million  or  two?  [Laughter.]  I  might 
offer  to  help  you  out.     [Laughter.] 

The  Chairman.  I  hope  that  Mr.  Carnegie  is  not  engaged  in  scru- 
tinizing too  closely  the  personal  affairs  of  the  chairman.  I  hear  I 
have  been  investigated  very  thoroughly.  It  is  unfortunately  true  that 
I  am  a  very  poor  man  and  am  head  over  heels  in  debt.     [Laughter.] 

Mr.  Carnegie.  Well,  you  are  not  a  poor  chairman,  and  that  is  the 
main  thing.    Would  you  take  a  library?     [Laughter.] 

The  Chaieman.  I  have  more  use  at  present,  with  a  wife  and  three 
children,  for  a  loaf  of  bread. 

Mr.  Caenegie.  It  is  a  disgrace  to  our  country  that  we  pay  our 
public  servants  so  small  a  salary. 

The  Chaieman.  My  constituents  just  insist  that  I  stay  on  the  job; 
it  is  the  only  reason  I  am  here.    [Laughter.] 

Mr.  Caenegie.  A  prophet  is  not  without  honor  then  in  his  own 
country. 

The  Chairman.  Thank  you.  Now,  Mr.  Carnegie,  here  is  what  1 
wanted  to  ask  you  about,  something  you  do  know  about 

Mr.  Carnegie.  Thank  you.     [Laughter.] 
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The  Chaieman.  I  do  not  mean  any  reflection.  [Laughter.]  I 
mean  with  reference  to  the  Carnegie  Steel  Co.  before  it  became  part 
of  the  United  States  Steel  Corporation.  Now,  when  the  Carnegie 
Co.  was  operating  and  when  you  understood  the  value  of  these 
ores,  purchased  for  a  song,  when  Mr.  Oliver  had  informed  you  it  was 
a  wise  business  proposition,  you  first  purchased  for  $500,000  a  one- 
half  interest  in  the  Oliver  Iron  Mining  Co.  and  other  properties ;  is 
not  that  true? 

Mr.  Carnegie.  If  you  say  so.  I  can  not  charge  my  memory  with 
every  detail.  Let  me  tell  you  something.  I  lived  in  New  York,  and 
as  to  anything  important  that  happened  in  our  firm,  like  a  purchase 
of  that  sort,  I  was  advised  and  consulted;  but  as  to  the  details  and 

payments 

The  Chairman  (interposing).  Were  you  not  advised  and  con- 
sulted ;  did  you  not  then  determine  that  you  wanted  a  greater — that 
the  Carnegie  Co.  wanted  a  greater — interest  than  a  one-half  interest 
in  the  Oliver  Iron  Mining  Co.  ? 

Mr.  Carnegie.  No ;  I  have  no  recollection. 

The  Chairman.  Did  you  not  get  one-third  more,  which  gave  you 
a  five-sixths  interest  ?       ^ 

Mr.  Carnegie.  You  tell  me  so;  I  know  we  got  a  five-sixths  interest. 
Of  the  various  steps  my  partners  took  in  getting  that  I  am  as  igno- 
rant as  you  are.  I  was  not  conducting  these  negotiations.  I  was  in 
Europe. 

The  Chairman.  If  you  do  not  know,  that  is  all.    I  can  not  insist 
on  any  other  answer. 
Mr.  Carnegie.  I  do  not  laiow. 

The  Chairman.  Is  it  true — it  is  a  matter  of  great  importance  and 
I  presume  it  would  have  been  brought  to  the  attention  of  the  active 
head  of  the  Carnegie  Steel  Co. — that  after  you  got  the  five-sixths 
interest  you  found  that  the  ownership  of  the  Oliver  Iron  Mining  Co. 
of  this  line  of  steamboats  might  involve  you  with  the  Interstate  Com- 
merce Commission,  and  for  that  reason  you  formed  a  separate  cor- 
poration with  an  identical  directorate  and  ownership,  called  the 
Pittsburg  Steamship  Co.,  I  believe? 

Mr.  Carnegie.  That  was  after  I  retired,  I  think,  sir. 
The  Chairman.  It  was  prior  to  the  time  the  Carnegie  Co.  was 
absorbed  by  the  United  States  Steel  Corporation. 

Mr.  Carnegie.  I  do  not  think  the  Oliver  Mining  Co.  owned  a 
steamship.    I  think  we  were  the  first. 

The  Chairman.  Was  not  the  ownership  of  this  steamship  company 
identical  in  directorate  and  management  with  the  Oliver  Iron  Min- 
ing Co.  ? 

Mr.  Carnegie.  I  can  not  tell  you  that. 

The  Chairman.  Let  me  ask  you  this  question:  Is  it  not  true  that 
after  this  steamship  company  was  formed,  and  when  Mr.  Oliver  sold 
to  the  Carnegie  Co.  one-third  interest  in  addition  to  the  one-half, 
retaining  one-sixth  interest  that  his  minority  ownership  should  be 
protected  by  a  contract  providing  the  rate  at  which  he  should  be 
charged  for  ore  which  the  Olivers  might  use  in  their  Oliver  Steel 
Co.,  and  that  this  one-sixth  of  these  ores  that  were  taken  should  be 
furnished  to  his  mill,  if  he  needed  them,  at  Pittsburgh  at  the  same 
freight  rate  which  was  charged  by  the  Carnegie  Steel  Co.  ? 
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Mr.  Carnegie.  In  answer  to  your  question  let  me  say  I  never 
heard  such  a  thing  before.  It  is  news  to  me.  I  do  not  say  that  it  is 
not  so,  but  I  tell  you  this  again,  that  my  partners  in  Pittsburgh  might 
make  any  adjustment  of  that  kind  they  chose;  but  the  outstanding 
fact  with  me,  and  the  only  one,  was  that  we  owned  five-sixths  of  the 
Oliver  Iron  Mining  Co. 

The  Chairman.  Now,  if  such  a  contract  as  that  had  been  made, 
would  not  the  Oliver  Steel  Co.  have  had  the  same  advantages  in 
freight  rates  which  the  Carnegie  Steel  Co.  had,  owning  a  complete 
system  of  transportation  from  the  ore  field  to  the  furnace  in  Pitts- 
burgh, or  controlling? 

Mr.  Carnegie.  Mr.  Chairman,  you  put  a  hypothetical  question  to 
me — if  this  had  been  so,  would  not  it  have  resulted  so  and  so?  I  can 
not  undertake  to  say  what  would  happen  under  the  interstate-com- 
merce law.  I  do  not  understand  it.  I  never  saw  it  applied  to  any- 
thing but  railroads  until  very  recently.  I  am  not  going  to  decide. 
I  think  there  are  differences  of  opinion  as  to  how  the  interstate  law 
will  result.  Why  do  j'ou  ask  a  poor,  innocent  man,  who  has  retired 
from  business,  to  give  answers  to  "  ifs  " — if  the  dog  had  not  stopped, 
he  would  have  caught  the  rabbit — or  something  like  that? 
[Laughter.] 

I  think,  Mr.  Chairman,  you  are  going  too  far  and  expecting  too 
much  from  an  humble  indi\'idual  like  myself.  Why,  the  Supreme 
Court — I  doubt  if  you  Imow;  well,  I  would  not  like  to  doubt  that. 
But,  except  yourself,  who  is  there  that  knows  what  will  be  the  result 
to  the  interstate-commerce  law  or  the  commission  ?  No  "  ifs  "  for  me, 
please. 

The  Chairman.  Mr.  Carnegie,  tlie  reason  I  ask  these  questions  is 
because  I  have  faith  in  your  judgment  and  believe  you  are  in  a  posi- 
tion where  you  are  thoroughly  cognizant  of  the  details  in  this  busi- 
ness—;it  least  of  the  important  transactions  prior  to  the  time  you 
retired  frojn  active  participation  in  it.  But  if  you  do  not  know,  of 
fDiiise  I  accept  that,  but  it  is  my  sincere  desire  to  find  out  about 
these  matters. 

Mr.  Carnegie.  Quite  true,  and  I  quite  appreciate  that. 

The  Chairjian.  I  do  not  mean  to  offend  you  at  all. 

Mr.  Carnegie.  But  I  do  not  think  the  "  ifs  " — if  this  happened,  if 
that  were  so,  or  if  this  were  so — I  do  not  see  how  I  could  venture  to 
tell  you  what  would  be  the  result. 

The  Chairman.  I  find  from  examining  the  records  of  the  Car- 
negie Co.  that  this  matter  of  the  ownership  of  this  steamship  line, 
under  the  same  corporate  management,  under  the  identical,  owner- 
ship with  the  ore  bodies,  was  in  the  minds  of  the  Carnegie  Co.,  or  its 
management,  a  subject  of  grave  consideration,  and  they  feared  that 
the  Interstate  Commerce  Commission  would  take  some  action. 

I  find  that  from  an  examination  of  the  record,  and  that  is  the  rea- 
son I  asked  that  question. 

Mr.  Carnegie.  And  my  answer  to  this  is,  Mr.  Chairman,  that  until 
this  moment  I  never  imagined  there  was  any  such  detail  in  our  pur- 
chase of  the  Oliver  Mining  Co. 

The  Chairman.  I  will  ask  somebody  else  about  it. 

Mr.  Carnegie.  But  Iiere  again  I  must  teU  you  I  trusted  my  part- 
ners in  Pittsburgh,  and  that  I  was  away  from  New  York,  spending 
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the  hot  summer  abroad.    I  could  trust  my  partners  and  I  did  trust 
them,  and  I  never  paid  attention  to  details. 

The  Chairman.  Do  you  know  or  did  you  ever  hear  of  any  agree- 
ment or  any  arrangement  by  which  the  Oliver  Steel  Co.  was  to 
receive  its  ores  and  to  have  its  one-sixth  interest  protected  in  such 
a  way  that  the  Oliver  Steel  Co.  was  to  receive  its  ores  at  the  same 
rate,  at  the  same  cost  of  transportation,  which  the  Carnegie  Co. 
obtained  ? 
Mr.  Carnegie.  I  never  heard  a  word  of  such  a  thing. 

The  Chairman.  If  there  had  been  such  a  contract 

Mr.  Carnegie  (interposing).  Now,  you  are  getting  at  "  ifs  "  again. 
The  Chairman.  When  I  finish  my  question  hypothetically,  you 
will  understand  it.  However,  I  will  leave  out  the  "  if."  Such  a  con- 
tract would  have  placed  the  Oliver  Steel  Co.  in  a  unique  position  of 
advantage  over  any  other  company  except  the  Carnegie  Co.  in  Pitts- 
burgh ? 

Mr.  Carnegie.  I  can  not  attempt  to  express  an  opinion  upon  a 
question  which  is  new  to  me.  I  am  not  a  lawyer.  I  would  prefer  to 
tell  you  just  what  I  know,  not  what  I  think  or  what  I  guess.  Let 
me  tell  you  the  absolute  truth. 

Mr.  Eeed.  Is  that  contract  in  evidence,  Mr.  Chairman  ? 
The  Chairman.  It  is  not. 
Mr.  Beall.  Are  those  minutes  in  evidence  ? 
The  Chairman.  The  minutes  are  here. 
Mr.  Beall.  They  are  not  in  evidence. 
The  Chairman.  No. 

Mr.  Carnegie.  Just  to  think,  you  have  not  that  document. 
The  Chairman.  I  assumed  Mr.  Carnegie  knew  about  it. 
Mr.  Carnegie.  I  never  saw  the  contract ;  never  heard  of  it. 
The  Chairjian.  What  I  am  trying  to  get  at  is  this.    I  find  that 
this  $421,700  in  securities  and  cash  became  by  some  strange  proc- 
ess  converted   into  $18,500,000   of  securities.     What   I   am  trying 
to  determine  is  whether  or  not  the  contract  of  the  Oliver  Iron  Mining 
Co.'s  advantage  in  transportation  was  not  the  thing  that  was  pur- 
chased for  this  enormous  amount  of  money? 

Mr.  Carnegie.  Mr.  Chairman,  I  recommend  you  to  ask  that  ques- 
tion of  those  who  conducted  the  negotiations.    I  did  not. 

The  Chairman.  Do  you  know  who  conducted  them,  Mr.  Carnegie  ? 
Mr.  Carnegie.  No.    Is  it  with  the  Carnegie  Steel  Co.,  you  mean  ? 
The  Chairman.  Yes ;  the  Carnegie  Steel  Co.  with  the  Oliver  Min- 
ing Co. 

Mr.  Eeed,  Sr.  You  mean  the  Steel  Corporation? 
The  Chairman.  Yes.    I  want  to  know  who  negotiated  the  contract, 
first,  between  the  Oliver  Iron  Mining  Co.  and  the  Carnegie  Co.,  by 
which  they  acquired  a  one-half  and  then  a  five-sixths  interest  in  the 
Oliver  Co. 

Mr.  Carnegie.  I  did  not  know  that  they  had  a  contract.  It  was 
only  reported  to  me  we  owned  five-sixths  interest  in  the  Oliver  Co. 
I  read  it  afterwards  that  we  had,  but  I  know  nothing  whatever  as 
to  the  details  of  the  transaction. 

The  Chairman.  I  will  have  to  get  that  somewhere  else. 
Mr.  Beall.  Is  it  not  a  fact,  Mr.  Carnegie,  that  between  the  time 
that  the  Carnegie  Steel  Co.  acquired  a  five-sixths  interest  in  the 
Oliver  Co.,  and  before  the  Oliver  Co.  was  sold  to  the  United  States 
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these  corporations,  you  fixed  upon  the  amount  of  stock  that  should 
be  issued  by  the  corporation.  "^Vhat  determined  the  amount  of  stock 
that  you  would  issue  in  the  several  corporations? 

Mr.  Carnegie.  I  do  not  remember  any  corporation  except  the  Car- 
)iegie  Bros.  &  Co.  corporation. 

Mr.  Steeling.  The  Edgar  Thompson  Co.? 

Mr.  Carnegie.  The  Edgar  Thompson  Co.  was  Carnegie 

Mr.  Steeling.  You  incorporated  it  in  1874? 

Mr.  Carnegie.  Yes. 

Mr.  Sterling.  Do  you  remember  the  capital  stock  of  the  Edgar 
Thompson  Co.? 

Mr.  Carnegie.  I  do  not,  at  the  moment. 

Mr.  Steeling.  It  is  not  material  whether  you  remember  the 
amount  or  not ;  but,  whatever  the  amount  was,  was  it  determined  by 
the  actual  value  of  the  property  which  the  corporation  owned? 

Mr.  Carnegie.  The  actual  value;  yes,  sir.  I  think  that  the  result 
has  proved  that  we  underestimated  all  the  time  the  real  values. 

Mr.  Steeling.  Did  you  determine  the  actual  value  of  the  property 
by  what  it  had  cost  you  or  by  its  earning  power? 

Mr.  Caenegie.  Its  earning  power,  principally,  and  also  the  fact 
that  these  ores  and  all  the  other  things  we  had  got  were  rising  in 
value  all  the  time. 

Mr.  Sterling.  You  took  into  consideration,  then,  not  only  the 
earning  power  at  the  time  the  corporation  was  formed,  but  also  the 
future  prospects  of  the  company,  did  you? 

Mr.  Caenegie.  I  think,  naturally,  that  that  would  influence  us; 
that  we  had  a  sure  future  that  our  iron,  ore,  everything,  was  grow- 
ing more  valuable. 

Mr.  Sterling.  And  you  took  that  into  consideration  in  fixing  the 
amount  of  stock? 

Mr.  Carnegie.  I  should  think  we  would,  naturally.  It  would 
affect  our  judgment. 

Mr.  Sterling.  With  a  view  that,  in  time,  as  the  business  pro- 
gressed, it  would  grow  in  value  to  equal  the  value  of  the  stock 
issued  ? 

Mr.  Caenegie.  Yes,  sir ;  and  it  always  more  than  exceeded  that,  as 
you  Iniow. 

Mr.  Steeling.  So  that  the  rule  that  you  acted  on  in  all  cases 
where  you  incorporated  these  concerns ■ 

Mr.  Caenegie.  I  would  not  say  that.  Judge.  I  can  not  tell  you 
what  the  rule  was  in  all  cases.  I  might  have  had  other  thoughts 
about  other  institutions.  I  am  speaking,  now,  of  the  steel  business. 
I  was  a  great  believer  in  steel. 

Mr.  Sterling.  The  Carnegie  Steel  Co.  was  incorporated  in  1899 
or  1900,  was  it  not? 

Mr.  Carnegie.  Yes. 

Mr.  Sterling.  At  $65,000,000? 

Mr.  Eeed.  $160,000,000. 

The  Chairman.  $160,000,000? 

Mr.  Young.  And  $160,000,000  bonds  in  addition. 

Mr.  Carnegie.  Ah,  yes;  was  it  $320,000,000  in  all? 

Mr.  Eeed.  Yes. 
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Mr.  Steeling.  And  when  it  was  incorporated,  did  you  consider 
that  the  earning  power  of  the  Carnegie  Steel  property  justified  an 
issue  of  stock  of  $160,000,000  and  an  issue  of  bonds  of  $160,000,000? 

Mr.  Carkegie.  Yes.     I  will  tell  you  why.  Judge. 

We  were  asked  to  give  an  option  upon  our  property  by  men,  and 
we  gave  them  an  option  at  $250,000,000.  That  did  not  include  the 
Frick  Coke  Co.,  and  that  was  worth  $70,000,000. 

When  we  organized  a  new  company,  that  option  not  having  been 
taken,  we  added  the  Frick  Coke  Co.  to  it,  and  that  made  $320,000,000. 

Mr.  Steeling.  And  when  you  united  that  with  the  company,  as  I 
understand  it,  that  included  the  coal  and  iron  and  steel  and  coke 
interests  in  which  you  were  interested? 

Mr.  Caenegie.  And  ore. 

Mr.  Steeling.  Everything  in  which  you  were  interested  connected 
with  the  line  of  business  in  which  you  were  engaged  ? 

Mr.  Caenegie.  In  the  iron  and  steel  business? 

Mr.  Steeling.  Yes. 

Mr.  Caenegie.  Yes. 

Mr.  Sterling.  At  that  time  was  the  earning  power  of  this  prop- 
erty sufficient  to  warrant  a  capitalization  of  $320,000,000? 

Mr.  Caenegie.  It  was  reaching  there  rapidly,  every  year,  and  it 
very  soon  exceeded  it. 

Mr.  Steeling.  Have  you  a  judgment,  now,  as  to  what  the  actual 
cost  of  all  this  property  which  was  included  in  the  Carnegie  Steel 
Corporation  actually  was  to  the  owners  ? 

Mr.  Caenegie.  I  have  not.  It  is  impossible  to  say  what  it  actually 
cost.     Take  the  ore  question ;  that  is  the  crux  of  this  business. 

Mr.  Steeling.  Yes. 

Mr.  Caenegie.  Ores  are  leased  upon  royalties.  The  amount  of 
money  that  you  have  to  pay  down  for  ore  is  very  small.  You  under- 
stand that,  Judge? 

Mr.  Steeling.  Yes. 

Mr.  Carnegie.  Arid  then  you  have  to  pay  just  so  much  a  year,  a 
nominal  sum  per  year,  as  a  minimum  as  you  take  out  the  ore. 

Ore  properties  were,  in  those  days,  the  easiest  obtained  and  the 
most  valuable  of  all. 

Mr.  Steeling.  And  as  the  demand  grew  they  grew  more  valuable, 
did  they? 

Mr.  Carnegie.  Yes. 

Mr.  Steeling.  And  not  only  the  actual  value  of  the  ores  in  the 
earth  at  that  time,  but  the  prospective  value  of  the  ores  in  coming 
years,  was  taken  into  consideration  in  fixing  the  value  of  the  amount 
of  stock  to  be  issued  by  the  Carnegie  Steel  Co.  ? 

Mr.  Caenegie.  The  ores  at  the  time  we  organized  were  getting 
rather  scarcer  and  higher  all  the  time,  you  know. 

Mr.  Sterling.  And  in  fewer  hands? 

Mr.  Carnegie.  Necessarily. 

Mr.  Sterling.  Yes. 

You  say  at  the  time  of  organizing  they  were  getting  to  be  more 
valuable  and  harder  to  obtain? 

Mr.  Caenegie.  Excuse  me.  Judge.  I  have  just  spoken  to  Judge 
Eeed,  and  I  find  we  had  the  Oliver  ores  at  the  time  of  organizing. 
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Mr.  Steeling.  I  want  to  fix  the  time  now  to  which  you  refer. 
You  say  "  at  the  time  of  organizing."  Do  you  mean  in  1899  or 
1900,  at  the  time  you  organized  the  Carnegie  Co.,  or  do  you  mean 
when  the  Carnegie  Co.  was  first  started? 

]Mr.  Caenegie.  I  mean  the  time  we  reorganized  and  included  all 
of  the  Frick  Coke  Co. ;  we  estimated,  then,  what  we  had  was 
$250,000,000,  for  which  we  were  offered  $2,000,000  as  an  option,  at 
that  time.  That  shows  that  we  had  no  excessive  value  on  our 
projDerty,  when  parties  offered  us  an  option  of  $2,000,000  to  pur- 
chase our  property  at  $250,000,000. 

jNIr.  Steeling.  Was  that  offer  from  the  United  States  Steel  Co.? 

Mr.  Caenegie.  No.     I  did  not  know  at  the  time  who  it  was  from. 

Mr.  Steeling.  AA'^as  that  what  has  been  testified  about  here  as 
the  Frick  option? 

ilr.  Caenegie.  Yes.  Mr.  Frick  came  to  me  and  said  that  parties 
wished  to  purchase  our  property  at  $250,000,000,  and  wished  to 
have  an  option,  and  they  thought  it  was  a  good  thing. 

Mr.  Steeling.  I  understand  from  the  testimony  we  have  already 
had  that  the  Frick  option  was  $100,000,000;  and  that  he  put  up  a 
forfeiture  of  a  million  dollars  on  that.  Is  this  testimony  that  we 
have  had  erroneous  about  that? 

Mr.  Reed.  $160,000,000? 

Mr.  Steeling.  Yes. 

jNlr.  Reed.  The  explanation  of  that  is  that  that  $157,000,000  which 
was  the  amount  testified  to,  was  the  amount  offered  for  Mr.  Car- 
negie's 54  per  cent  interest. 

Mr.  Steeling.  Yes. 

Mr.  Reed.  It  was  on  a  valuation  of  the  whole  company  at 
$250,000,000. 

Mr.  Steeling.  Yes. 

Mr.  Caenegie.  While  we  are  on  this  subject:  Then  we  embraced 
the  Frick  Coke  Co.  at  $70,000,000 ;  that  made  the  whole  $320,000,000. 
That  was  the  option,  and  they  did  not  take  it,  and  there  was  a  for- 
feiture.    I  went  to  Europe 

Mr.  Steeling.  That  was  the  Moore  option? 

Mr.  Caenegie.  Yes.  I  did  not  know  it  was  Mr.  Moore  that  we 
were  dealing  with.  Mr.  Frick  told  me  that  the  parties  had  bound 
him  not  to  reveal  who  they  were.  I  have  understood  since.  Then 
I  said : 

Veiy  well.  If  I  do  not  know  the  parties  that  are  to  get  the  option,  I  will 
give  lio  strangers  an  option  on  our  property ;  and  as  an  earnest  of  good  faith 
they  must  pay  two  millions  for  that  option. 

And  Mr.  Frick  said  he  thought  they  would. 

I  gave  Mr.  Frick  and  my  partner,  Mr.  Phipps,  my  power  of  attor- 
ney to  act  for  me  in  accepting  the  option,  if  it  were  taken. 

I  did  not  hear  anything  about  it,  but  they  had  deposited  what  I 
had  required  for  the  option,  my  share;  and  they  deposited  it  while 
I  was  in  Europe.  Then  they  found  difficulty  in  raising  the  other 
$1,000,000,  and  it  was  not  raised. 

Mr.  Steeling.  And  that  deal  fell  through? 

Mr.  Caenegie.  And  that  deal  fell  through. 

Mr.  Steeling.  Was  that  before  or  after  Mr.  Frick  made  you  an 
offer  for  your  own  interest ;  your  personal  interest  ? 
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Mr.  Carnegie.  I  do  not  remember  Mr.  Frick  ever  offering  me  an 
option  for  my  own  interest. 

Mr.  Steeling.  As  I  understand  it,  he  did  offer  $160,000,000;  I 
supposed  for  the  entire  property,  but  Mr.  Eeed  says,  now,  that  the 
offer  only  was  for  your  controlling  interest  in  the  property. 

Mr.  Carnegie.  Judge,  I  do  not  remember  Mr.  Frick  ever  offering. 
Do  you  know  of  it? 

Mr.  Eeed,  Sr.  No. 

Mr.  Carnegie.  I  never  heard  of  it  until  now. 

Mr.  Sterling.  And  that  he,  at  that  time,  put  up  $1,000,000,  or  at 
least  the  contract  provided  for  $1,000,000  forfeiture,  in  case  he  failed 
to  make  his  offer  good  ? 

Mr.  Carnegie.  That  is  romance,  as  far  as  I  know.  I  never  heard 
of  such  a  thing. 

Mr.  Eeed.  It  is  the  same  option.  Judge  Sterling.  You  are  talk- 
ing about  the  same  option,  but  Mr.  Carnegie's  share  of  the  $250,- 
000,000  would  have  been  about  $158,000,000,  and  Mr.  Frick's  share 
in  the  option  price  for  $2,000,000  was  half  of  it,  or  $1,000,000. 

Mr.  Carnegie.  I  did  not  know  that  my  partner,  Mr.  Frick,  was 
interested  in  the  option  that  he  sought. 

Mr.  Sterling.  All  I  know  about  it  is  what  witnesses  have  said 
here.  Some  of  them  must  have  been  very  much  mistaken  if  Mr. 
Eeed's  construction  is  correct  now. 

Mr.  Carnegie.  Judge,  I  never  heard  that  Mr.  Frick  was  interested 
in  any  option  until  this  moment. 

Mr.  Sterling.  I  am  glad,  then,  that  we  have  the  fact  about  that 
matter. 

Mr.  Carnegie.  Certainly. 

Mr.  Gardner.  I  think  I  can,  perhaps,  recollect  the  testimony. 

The  testimony  was,  as  I  remember  it,  that  the  option  ran  in  the 
name  of  Judge  Moore  for  your  share  in  the  company. 

Mr.  Carnegie.  I  never  knew  Judge  Moore  was  a  party  to  it.  If 
I  had  known  it,  I  would  not  have  given  them  an  option  upon  any 
account. 

Mr.  Sterling.  The  testimony  practically  is  in  the  record  that  that 
million  dollars  was  forfeited  and  that  you  received  it.  As  I  remem- 
ber it,  Mr.  Gates  testified  to  that.  I  may  be  mistaken  about  the  wit- 
ness, but  it  in  this  record  somewhere. 

Mr.  Carnegie.  Judge,  I  have  explained  that  to  you,  that  I  left 
my  power  of  attorney  with  Messrs.  Frick  and  Phipps.  I  did  not 
suspect  that  either  of  my  partners  had  anything  to  do  with  the 
option.     They  would  not  reveal  the  names  and  I  said : 

I  shall  deal  with  no  strnngers.  I  -n-ant  an  evidence  of  their  ability,  and  I 
require  $2,000,000,  for  the  firm,  for  the  whole  option. 

My  share  of  it  was  what  you  say. 

Of  course,  they  deposited  that  money.  Mr.  Phipps  and  Mr.  Frick 
became  my  executive  agents,  in  the  total  absence  of  informing  me 
that  they  were  parties  to  the  option.  I  never  suspected  it.  Then  I 
went  to  Europe.  My  option  money  was  paid,  and  the  option  was 
given.  It  was  not  fulfilled,  and  I  came  home  and  found  my  share 
■credited  to  my  account. 

Mr.  Sterling.  I  think  that  is  all  I  want  to  ask. 

Mr.  Carnegie.  I  hope.  Judge,  that  I  have  made  it  clear. 
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Mr.  STKiti.iNi;.  ^'es.  sir;  you  liavc.  I  think  yoii  have  cori-i'dwl  koimc 
errors  llial  lire  alreiidy  in  this  recoril  aliuiil  thai  transact  ion. 

Mr.  Caemccik.  Tiiank  yon.  I  am  here  for  that  jjiirpose,  gciillenien; 
to  tell  you  the  ah-olule  truth  al>(jnl  e\'erylhin,u;.  anything.  I  have 
dojie  nothin;!^  thai  I  wish  to  eoiiceal. 

Mr.  (jAudnek.  I  would  like  (o  ask  a  (|iies(ion.  I  think  the  exidence 
lo  which  Jud^i!  Steiding  i-el'eri'ed  is  the  e\'ideiie(>  of  William  ('. 
I'emple,  which  a])pears,  I  Ihink.  in  No.  'J  1  of  these  hearin<i;s.  I  think 
your  eonn^el  has  a  cojiy  of  it. 

What  Mr.  Temple  said,  as  I  reeollei'l.  was  this 

Mr.  (/ARNKoiK.   I  wish  to  know  who  Mi'.  Tiniple  is. 

Mr.  (i.MiDNF.it.  He  is  father  confessor  of  the;  Steel  I'lale  ,\ssoeialion 
and  the  Slrnetnral  Steel  .Vssoeiation. 

Ml'.  (l\itNE(jiE.  A  \cry  important  witness.     I  do  not  renu'uibiir  him. 

Mr.  (Iako.moi!.  Do  you  reuiemher  that  thei'e  wei'e  the  Steel  Plate 
Association  and  tln'  Slrnetnral  Steel  Association'? 

Mr.  CAi;M';(,ir:.   I  do  not  I'ememlKU'. 

Mr.  (Jaudmci!.    ^'our  eoui|)any  was  a  party  to  them? 

Mr.  CAitM'ioiE.  1'hat  is  quite  trne.  maybe.  T  nevei'  knew  what  the 
details  of  our  business  \verc.  I  was  in  Ne\\'  '\'ork  and  \'isited  Pitts- 
burgh two  or  tlii'(-e  days  twice  a  year,  ])erhaps.  I  was  busying'  myself 
with  other  thin^^s,  and  fi;oing  to  I^nrope  to  spend  my  snmnuirs. 

I  was  after  liif:;lier  fz;aine  than  the  details  of  our  business,  when  I 
got  lhos('  patents. 

Mr.  (lAKD.NEU.  "^'es;  but  this  was  after  the  passa^'e  of  the  Shei'inan 
Act,  and  these  aiireements.  as  they  ha\'e  be<'n  brou^^ht  out  bid'ore  tills 
committee,  were  \'(;ry  impfu'taiil.  if  for  no  other  reason  than  that 
they  were  clearly  in  violation  of  (he  Sherman  Act.  I'lit  I  do  not 
mean  to  discuss  that,     "i'ou  wci'e  askiri;:^;  who  Mr.  Temple  was? 

Mr.  (!.\i(j\);i;ii';.  Yes. 

Mr.  Gakdmoi;.  He  was  the  irian  lo  whom  all  the  parties  lo  thes<! 
af^reemi^nts  i-eporled  the  conditions  <>(  their  l)iisine,ss.  He  was  tlie, 
man  who  informed  jiarties  (o  ihe  a^n'eements  when  (hey  had  oxer- 
shipments  which  they  had  lo  pay  for. 

Mr.  Caiinkoik.   Yes,  sir. 

Mr.  Gardner.  And  to  whom  all  complaints  came  of  violations  of 
the  agreement? 

Mr.  Carneoie.  ^'es. 

Mr.  (jAiti).\i;i!.  His  testimony  with  i(!gard  to  this  option  (jf  which 
you  ai'c  s]ieaking  showed  that  Mr.  Frick  went  to  J.  Pierpont  Morgan 
with  thai  option  and  tried  to  indme  him  lo  buy  your  pail,  if  T  recol- 
lect rifz;titly,  of  the  (Jai'iiegie  Steel  ( ;o.  of  New  .Jersey,  and  Mr.  Mor- 
gan, not  thinking  it  a  jrood  [jiirchase  at  that  time  I  Ihink  it  was  in 
the  year  1900 — thereupon  the  million  dollars  paid  for  the  ojjtion  was 
forfeited  to  \'ou. 

If  I  recollect  I'ightly,  that  was  Mr.  Temple's  evidence.  Probably 
the  younger  Mr.  liieed  can  correct  me  if  I  am  wrong. 

Mr.  Ki:i;i).  I  have  not  here  the  copy  of  the  testimony  to  which  you 
refer,  but  I  have  sent  for  it. 

Mr.  Gardner.  You  know  nothin  gaboiit  .Mr.  Frick  going  lo  Mr. 
Morgan?     ^'ou  never  heard  it  suggested  before? 

Mr.  CARXEfiiE.  Never;  never. 

Mr.  fiARDNKR.  That  has  been  quite  recurrent  in  this  testimony. 
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Ml'.  Carnegie.  Mr.  Frick  was  powerless,  because  the  only  option  I 
gave  him  was  that  I  would  concur  with  my  partners. 

Mr.  Gardner.  To  whom  did  you  give  that  option?  There  must 
have  been  some  written  agreement  in  that  connection. 

My.  (Carnegie.  I  have  told  you,  Judge,  that  I  executed  a  paper 
making  Mr.  Frick  and  Mr.  Phipps  my  executive  agents,  in  my  ab- 
sence, in  case  this  option  should  be  accepted,  to  execute  the  necessary 
papers. 

Mr.  Gardner.  Yes ;  but  an  option  given  to  whom  ?  "\^Tio  was  the 
other  party  ? 

IMr.  Carnegie.  Mr.  Frick  would  not  reveal  the  name  of  the  other 
party.     I  have  told  you  that,  Judge,  three  times. 

IMr.  Gardner.  It  did  not  appear  on  the  face  of  the  contract,  then? 

Mr.  Carnegie.  I  took  the  fact  that  they  were  to  provide  $2,000,000 
as  evidence  that  they  were  bankers  of  standing. 

Mv.  Young.  You  did  not  personally  execute  that  contract,  did 
you  ?    It  was  executed  for  you  by  your  trustees  ? 

Mr.  Reed,  Sr.  May  I  suggest  that  it  was  a  power  of  attorney  au- 
thorizing Mr.  Phipps  and  Mr.  Frick  to  sell  the  whole  thing  for  so 
much  money,  which  he  signed  ? 

Then  they  were  to  go  out,  and  if  they  found  a  purchaser  under  that 
power  of  attorney  they  could  execute  a  contract. 

That  was  the  shape  in  which  it  was. 

INfr.  Young.  I  see.    As  no  sale  was  made,  no  purchase  was  made? 

]\Ir.  Reed,  Sr.  That  is  it.  It  was  a  power  of  attorney  authorizing 
them  to  sell  at  that  price. 

Mr.  Gardner.  I  will  read  you  the  evidence  of  Mr.  Temple : 

Mr.  Frick  is  ii  farsiglited,  slirewii  business  mau.  He  realized,  even  before 
the  foi'iuation  of  the  l^nitecl  States  Steel  Covpovatiou,  more  clearly,  I  think, 
than  any  one  man  in  Oie  steel  world,  the  value  of  development  and  great  devel- 
opment of  the  steel  industry.  Mr.  Morgan  is  a  great  man.  Jlr.  Frick  obtained 
from  Jlr.  Carnegie  an  option  on  the  Carnegie  steel  plant  for  approximately 
$160,000,000— 

You  wish  to  correct  that  by  saying  that  some  parties  unknown  re- 
ceived that  option  merely  for  your  part  of  the  stock  ? 

INlr.  Carnegie.  No,  sir. 

Mr.  Gardner.  I  thought  you  had  testified  that  you  gave  your  at- 
torneys a  power  of  attorney,  in  return  for  $2,000,000,  to  grant  an 
option  on  your  share  of  the  Carnegie  Steel  Co.  for  $160,000,000. 

Mr.  Carnegie.  No,  sir. 

]My  power  of  attorney  to  Mr.  Frick  and  ^Mr.  Phipps  was  one 
drawn  up  by  Mr.  Frick's  lawyers,  who  came  to  me  and  showed  it  to 
me.  It  was  a  power  of  attorney  on  my  account,  as  one  of  the  partners, 
to  accept  the  offer  of  $250,000,000 :  but  I  stipulated  with  Mr.  Frick 
afterwards  that  I  would  give  no  option  unless  the  parties,  as  an 
earne.st  of  good  faitli  that  they  were  banlters  of  repute,  would  give 
two  millions  for  the  option :  and  that  ]\Ir.  Frick  said  they  would  do, 
and  they  did  so  far  give  it  that  they  had  to  act  on  mine  anyway,  and 
they  put  in  the  money  necessary  for  buying,  and  I  got  a  million 
and  something  for  having  given  that  option.  The  time  lapsed  be- 
fore I  returned  and  there  was  nothing  done. 

Mr.  Gardner.  Still  I  do  not  understand. 

Was  the  option  on  your  shares  or  on  all  the  shares  of  the  Car- 
negie Co.  ? 

IIT.-K!.-!— Xo.  34—12 3 
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Mr.  Carnegie.  If  I  recollect  it,  it  was  a  power  of  attorney.  I 
could  get  you  a  copy. 

Mr.  Gardner.  First  you  say  it  is  a  power  of  attorney  to  sell,  and 
then  you  speak  of  it  as  an  option. 

Mr.  Reed,  Sr.  It  was  conditioned  on  all  the  other  partners  havini^ 
an  opportunity  to  sell  for  that  price. 

Mr.  Gardner.  What  was  the  total  amount  of  the  agreement  to  .sell '. 

Mr.  Reed,  Sr.  At  the  rate  of  $260,000,000  for  the  whole. 

Mr.  Gardner.  That  is  to  say,  it  was  not  an  option  at  all,  but  it  was 
a  power  of  attorney  to  two  parties,  his  partners,  to  sell  at  the  price  of 
$250,000,000  for  the  whole  thing? 

Mr.  Reed,  Sr.  Yes;  every  partner  to  have  a  chance  to  go  out  if  he 
wanted  to. 

Mr.  Gardner.  Can  you  supply  us  with  a  copy  of  that  document? 
Because  here  the  evidence  is  conflicting  as  to  the  nature  of  that  trans- 
action, and  largely  because  people  insisted  on  confusing  the  situation 
by  using  the  word  "  option  "  ? 

Mr.  Reed,  Sr.  I  have  not  seen  it  for  10  years.  I  will  try  to  do  it. 
That  is  the  best  I  can  say. 

Mr.  Gardner.  As  I  understand  it,  this  was  a  power  of  attorney  to 
sell,  and  in  return  for  giving  that  power  of  attorney,  as  an  evidence 
of  good  faith,  you,  Mr.  Carnegie,  exacted  a  deposit  of  $2,000,000, 
which  should  be  forfeited  if  the  transaction  was  not  completed? 

Mr.  Carnegie.  But,  Judge;  not  for  myself. 

Mr.  Gardner.  For  the  company '( 

Mr.  Carnegie.  For  the  company. 

Mr.  Gardner.  For  the  company.    I  understand. 

It  seems  to  me  the  situation  is  perfectly  clear,  but  as  Judge  Ster- 
ling says,  it  disputes  a  great  deal  of  the  evidence  that  we  have  had 
hitherto. 

Mr.  Young.  That  was  all  hearsay,  by  men  who  were  not  parties  to 
the  transaction. 

Mr.  Reed,  Sr.  Mr.  Temple  was  in  no  position  to  know  about  that, 
except  by  hearsay. 

Mr.  Sterling.  As  I  remember  it,  Mr.  Gates  testified  on  that  sub- 
ject? 

Mr.  Reed.  I  think  so. 

Mr.  Sterling.  That  is  my  recollection.  I  was  not  here  when  he 
testified. 

Mr.  Young.  I  suppose  Mr.  Gates  knew  just  as  much  about  it  us  I 
or  any  other  man  who  was  interested  in  the  gossip  going  on  about 
iron  and  steel. 

Mr.  Carnegie.  If  possible,  even  less.     [Laughter.] 

Mr.  Young.  If  you  knew  me,  perhaps  you  would  not  say  it  was 
possible  to  know  less.    [Laughter.] 

Mr.  Littleton.  After  the  power  of  attorney  had  been  given  by 
you  to  your  partners,  Mr.  Carnegie,  you  had  gone  away  and  made  the 
Condition  of  the  sale  that  the  property  should  be  sold  for  $250,000,000. 
Do  you  know  whether  they  entered  into  any  further  agreement  with 
any  other  persons  or  carried  the  transaction  any  further  than  that? 

Mr.  Carnegie.  I  do  not  know. 

Mr.  Littleton.  Do  you  know  in  what  manner  and  under  what 
terms  the  $2,000,000  of  money  as  an  earnest  of  good  faith  was 
d^osited  or  made  available  ? 
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Mr.  Carnegie.  My  portion  was  deposited.  I  was  away,  and  if 
they  had  asked  me  to  forfeit  that,  I  would  have  said:/' Certainly 
not."  I  made  it  a  point  that  we  were  dealing  with  reputable  bankers, 
and  required  that  they  should  put  up  $2,000,000  for  an  option. 

Mr.  Littleton.  Do  you  know  from  whom  your  portion  of  the 
forfeiture  finally  came  ? 

Mr.  Carnegie.  It  came  from  Mr.  Moore,  I  understand;  and  Mr. 
Moore  was  unable  to  put  up  the  other  money  required. 

I  can  only  tell  you  what  I  heard  when  I  came  home,  gentlemen. 
I  heard  that  Mr.  Frick  had  informed  my  partners  that  it  was  im- 
possible that  this  deal  should  go  through,  because  they  could  not 
raise  the  additional  sum  to  put  up  for  my  partners — their  propor- 
tion of  the  money — and,  as  the  story  was  told  to  me,  they  said  that 
they — Mr.  Frick  and  Mr.  Phipps — were  willing  to  give  up  their 
portions  of  the  money,  and  asked  my  partners  to  give  up  their  por- 
tions, which  they  did. 

Then  Mr.  Frick  and  Mr.  Phipps  entered  into  a  contract  with 
Mr.  Moore  for  which  they  were  to  have  $5,000,000  of  profit  when  the 
sale  should  be  made,  and  they  handed  in  the  receipts  of  my  partners 
and  themselves,  $870,000. 

Then  Mr.  Frick  and  Mr.  Phipps  made  up  the  remainder  in  some 
way  with  cash  to  the  million  necessary. 

Mr.  Littleton.  Then  your  partners  did  not  take 

Mr.  Carnegie  (interposing).  No;  my  partners  never  got  their  pro- 
portions. And  then  the  whole  thing  fell  through.  My  partners 
never  got  their  amount  of  money  that  I  had  stipulated  they  should 
get,  but  I  did  get  it,  because  it  had  to  be  put  up.  I  was  away  and 
I  hey  could  do  nothing.     It  was  only  a  60-day  option. 

Mr.  Littleton.  They  made  some  arrangement  by  which,  in  the  fu- 
ture, they  were  to  get  an  equivalent  benefit,  and  gave  up  their  share 
of  the  $2,000,000  that  was  made  a  part  of  the  forfeiture? 

Mr.  Carnegie.  I  think  their  contract  with  Mr.  Moore  stated  that 
they  were  to  get  $5,000,000  when  the  company  was  floated.  I  have 
been  told  so. 

Mr.  Sterling.  Is  not  this  also  true,  Mr.  Carnegie,  that  your 
partners  were  a  part  of  the  purchasers,  and  if  they  had 

Mr.  Carnegie  (interposing).  I  did  not  know  it. 

Mr.  Sterling  (continuing).  And  if  they  had  demanded  their 
share,  they  would  have  had  to  put  it  up  themselves  ? 

Mr.  Carnegie.  I  did  not  understand  that. 

Mr.  Sterling.  You  did  not  understand  that? 

Mr.  Carnegie.  No.  It  was  never  intimated  to  me  that  Mr.  Frick 
or  Mr.  Phipps  were  to  be  parties  to  the  purchase,  and  I  did  not 
think  that  either  of  them  were. 

Mr.  Sterling.  You  had  other  partners,  did  you  not,  at  that  time? 

Mr.  Carnegie.  No  other  partner,  that  I  ever  heard  of,  that  was 
interested. 

Mr.  Reed,  Sr.  He  means  your  partners  in  the  Carnegie  Steel  Co. 

Mr.  Sterling.  In  the  Carnegie  Steel  Co.,  certainly.  Is  it  not  true 
that  your  other  partners  in  the  Carnegie  Steel  Co.  were  in  this  plan 
to  purchase  the  entire  plant? 

Mr.  Carnegie.  I  do  not  think  so,  Judf  e ;  not  any  of  them.  I  never 
heard  that  one  was  interested. 

Mr.  Sterling.  I  want  to  ask  you  one  or  two  other  questions. 
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In  your  opinion,  could  the  United  States  Steel  Co.  have  been  or- 
ganized with  any  reasonable  prospect  or  hope  of  being  a  very  im- 
portant factor  in  the  manufacture  of  steel  and  iron  in  this  country 
until  they  had  bought  the  Carnegie  Steel  Co.  ? 

Mr.  Carnegie.  Judge,  I  do  not  want  to  flatter  our  old  concern.  I 
leave  other  people  to  judge  about  the  Carnegie  Steel  Co. 

Mr.  Sterling.  I  would  like  to  have  your  opinion  about  it. 

Mr.  Carnegie.  That  would  be  an  interested  opinion.  I  would  be 
an  interested  witness  on  that.  Excuse  me  from  being  compelled  to 
praise  our  own  organization.  * 

Mr.  Sterling.  I  will  ask  you  this  question,  then : 

Did  you  take  into  consideration,  when  you  fixed  a  price  on  the 
Carnegie  Steel  property,  the  fact  that  this  new  organization,  which 
evidently  was  seeking  to  take  in  all  the  iron  and  steel  properties  they 
could — did  you  take  into  consideration  the  fact,  in  fixing  the  price, 
that  they  could  not  get  along  without  your  property? 

Mr.  Carnegie.  Judge,  I  am  delighted  that  you  asked  me  that  ques- 
tion. Listen.  We  considered  $250,000,000  a  fair  price,  and  Messrs. 
Moore  considered  it  a  fair  price,  or  they  would  not  have  paid  $2,000,- 
000  for  the  option,  would  they  ?    I  will  ask  you  a  question. 

Mr.  Sterling.  I  would  not  think  so. 

Mr.  Carnegie.  Thank  you. 

After  a  time  we  were  advised  of  the  necessity  for  a  broader  char- 
ter than  the  limited  manufacturing  company  gives  in  Pennsylvania, 
and  we  said,  "  We  shall  capitalize  it.  Two  hundred  and  fifty  million 
dollars  for  the  Carnegie  Steel  Co.  would  have  given  them  a  bar- 
gain. We  will  capitalize  it  at  the  $250,000,000,  and  we  will  take  the 
Frick  Coke  Co.  all  in,  at  $70,000,000,  making  $320,000,000." 

That  is  how  we  got  the  $320,000,000. 

Judging  anything  by  to-day,  Judge,  considering  what  we  put  in 
for  $320,000,000,  if  any  man  bought  it  for  three  times  that  amount 
he  would  be  safe. 

Mr.  Sterling.  You  did  get  more  than  that  for  it  when  you  sold 
it  to  the  United  States  Steel  Corporation? 

Mr.  Carnegie.  Yes.    Why  ?    Mr.  Schwab  has  stated  that  clearly. 

Mr.  Sterling.  Yes. 

Mr.  Carnegie.  And  he  has  more  to  do  with  these  things  than  any 
of  us.    He  was  in  charge,  and  he  is  able  and  bright. 

Mr.  Schwab  came  to  me  one  day  and  said  to  me : 

Mr.  Carnegie,  Mr.  Morgan  spoke  to  me  this  morning,  and  as  you  and  he  havt- 
always  been  good  friends  and  Morgan  &  Co.  have  always  been  your  agents  in 
banlilng,  he  said  he  did  not  like  to  approach  you  on  the  subject,  but  he  would 
like  to  know  whether  you  are  willing  to  retire  from  business. 

I  said: 

Well,  Schwab,  that  depends  upon  my  partners.  You  know  my  scheme  ol 
life — that  I  have  resolved  that  my  old  age  is  to  be  spent  not  in  accumulating 
but  in  distributing  surplus  wealth,  and  I  am  ready  to  go  any  time;  but  it  shall 
be  as  my  partners  say. 

He  said  the  partners  were  all  willing.  And  he  came  back  a  few 
days  afterwards  and  said  that  Mr.  Morgan  would  like  to  know  what 
terms  I  would  take  for  my  steel  interests.  And  Mr.  Schwab  said 
to  me: 

I  think  the  option  we  gave — $250,000,000  and  of  course  the  Frick  $70,000,000, 
making  $320,000,000 — was  a  fair  option.  I  think  they  would  have  made  a  great 
deal  of  money  if  they  had  taken  it.    It  was  cheap. 
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Mr.  Steeling.  What  did  you  mean  by  saying,  "  Of  course  the 
Frick  $70,000,000  "  ?  Do  you  mean  the  H.  C.  Frick  Coke  Co.  ?  I 
want  that  for  the  sake  of  the  record.  I  understood  what  you  meant, 
but  for  the  sake  of  the  record,  is  that  it  ? 

Mr.  Carnegie.  Yes.     That  made  $320,000,000. 

And  Mr.  Schwab  said,  and  he  has  testified  since,  that  between  the 
time  that  we  gave  the  last  option  and  this  time  he  figured  up  ap- 
proximately that  we  had  gained  $100,000,000;  that  our  properties 
and  everything  else  were  worth  that;  and  therefore  he  thought  it 
would  be  a  fair  option  to  give  Morgan  adding  that  to-day;  and  I 
agreed  with  him. 

Mr.  Sterling.  That  would  be  $420,000,000? 

Mr.  Carnegie.  Yes;  exactly. 

Mr.  Sterling.  But  you  sold  it  for  more  than  $420,000,000? 

Mr.  Carnegie.  I  did  not,  sir. 

Mr.  Sterling.  You  did  not? 

Mr.  Carnegie.  No,  sir.  I  sold  it  and  got  two  hundred  and 
twenty  millions  of  bonds.     I  did  not  get  any  common  stock. 

The  world  is  altogether  mistaken  about  that.  All  that  I  asked 
Morgan  was  $420,000,000;  and  it  was  taken  at  that;  and  I  owned 
just  about  half,  and  I  got  $213,000,000. 

All  this  talk  about  my  holding  for  a  high  price  and  everything 
of  that  sort,  gentlemen,  has  no  more  foundation  than  that  you  held 
for  it.  I  considered  what  was  fair ;  and  that  is  the  option  that  Mor- 
gan got.  Schwab  went  down  and  arranged  it.  I  never  saw  M(jrgan 
on  the  subject  nor  any  man  connected  with  him.  Never  a  word 
passed  between  him  and  me.  I  gave  my  memorandum  and  Morgan 
saw  it  was  eminently  fair.  I  have  been  told  many  times  since  by 
insiders  that  I  should  have  asked  $100,000,000  more  and  I  could  have 
gotten  it  easily. 

Once  for  all  I  want  to  put  a  stop  to  all  this  talk  about  Mr.  Car- 
negie forcing  high  prices  for  anything. 

There  is  the  truth,  gentlemen. 

Mr.  Sterling.  It  has  been  said  in  this  hearing,  Mr.  Carnegie,  and 
if  it  is  true  you  can  corroborate  it,  and  if  it  is  not,  you  ought  to  have 
the  right  to  refute  it,  that  the  Carnegie  Steel  Co.  got  a  great  deal 
more  than  its  property  was  worth,  for  the  reason  that  that  company 
knew  or  considered  that  its  property  was  absolutely  necessary  to  the 
United  States  Steel  Corporation  in  order  to  make  it  a  successful  mo- 
nopoly of  the  steel  and  iron  business. 

Mr.  Carnegie.  Gentlemen,  we  had  made  up  our  plans  and  bought. 
I  think,  6,000  acres  of  land  at  Conneaut,  and  we  were  going  to  put 
up  works  there  that  would  have  revolutionized  things,  and  that  had 
no  reference  to  Mr.  Morgan,  and  with  no  more  idea  that  Mr.  Morgan 
would  have  an  option  than  that  you  would.  We  went  on  totally 
regardless  of  anything  of  that  kind.  Our  plans  were  being  made, 
and  if  we  had  not  sold  out  we  would  have  been  a  considerable  con- 
cern by  this  time.  That  is  quite  true. 
Mr.  Sterling.  That  is  all. 
Mr.  Gardner.  May  I  ask  a  few  questions,  Mr.  Chairman? 

The  Chairman.  Yes;  but  I  want  to  ask  one  question  first,  if  you 
will  pardon  me  for  a  moment. 

As  I  understand,  Mr.  Carnegie,  you  received  58  per  cent  of 
$304,000,000  in  bonds,  or  $217,720,000  in  bonds  ? 
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Mr.  Young.  Fifty-four  per  cent,  was  it  not? 

The  Chairman.  You  had  58  per  cent,  did  you  not,  Mr.  Carnegie  ? 

Mr.  Carnegie.  Ko  ;  that  included  the  holdings  of  my  sister-in-law, 
Mrs.  Lucy  Carnegie,  and  my  cousin,  whose  affairs  I  always  managed. 
It  included  the  additional  interests  for  them.  My  interest  in  the 
total  was  just  about  one-half — 49f  per  cent — -or  something  like  that, 
because,  taking  in  many  of  these  other  properties,  in  which  I  did  not 
own  as  great  a  per  cent  of  interest,  that  reduced  my  interest,  so  that 
I  just  about  owned  one-half,  practically. 

The  Chairman.  You  received  $1,300,000  in  cash.  "Was  that  the 
amount  ? 

Mr.  Carnegie.  I  received  an  option.  I  never  received  it.  It  was 
credited  to  me  on  the  books. 

The  Chairman.  I  mean  on  this  deal. 

Mr.  Carnegie.  No  ;  not  on  that  deal  at  all. 

The  Chairman.  Did  you  not  get  any  cash  when  you  sold  to 
Morgan  ? 

Mr.  Carnegie.  Not  a  cent. 

The  Chairman.  Did  you  not  have  a  credit  balance  with  the  Carne- 
gie Co.  for  the  dividends  of  the  previous  year,  1900,  of  56f  per  cent, 
or  approximately  that? 

Mr.  Carnegie.  No,  sir.     I  ntver  had  56  per  cent. 

The  Chairman.  What  about  the  dividends  for  the  year  before  the 
consolidation  ?    Did  the  company  earn  $22,000,000  that  year  ? 

Mr.  Carnegie.  It  earned  $40,000,000  the  year  we  sold  out;  $40,- 
000,000 ;  arid  it  was  on  the  road  to  making  $50,000,000  the  next  year. 

The  Chairman.  Was  your  per  cent  of  the  dividends  paid  to  you 
at  the  time  this  consolidation  for  the  year  up  to  that  time  in  cash  ? 

Mr.  Carnegie.  I  would  have  to  look  at  that.  I  did  not  look  at  my 
notes.  I  have  a  financial  secretary,  and  I  would  have  to  ask  him 
about  that. 

Mr.  Reed,  Sr.  There  were  no  dividends. 

Mr.  Carnegie.  There  were  no  dividends,  Mr.  Eeed  says. 

The  Chairman.  Did  you  not  have  a  credit  balance  from  the  earn- 
ings of  the  company? 

Mr.  Carnegie.  We  allowed  every  partner  6  per  cent  interest  on 
his  money  that  he  allowed  to  remain  with  the  firm  to  encourage  our 
young  men. 

The  Chairman.  How  much  did  you  have  there?  $22,000,000? 
Did  voTi  not  get  a  per  cent  of  the  earnings,  which  amounted  to 
$4,02.5,000? 

Mr.  Carnegie.  I  do  not  understand  what  $4,000,000  has  to  do  with 
it.    I  got  nothing.    I  can  not  understand  that,  Mr.  Chairman. 

The  Ciiairbian.  Was  there  not  that  much  balance  due  you  in  cash 
in  the  company  and  from  the  company,  in  the  company  which  was 
turned  over  to  Mr.  Morgan,  which  was  paid  to  you?  Did  you  not 
have  a  balance  there  in  this  company  of  $4,02.5,000? 

Mr.  Carnegie.  I  do  not  think  so;  but  if  yon  will  just  allow  me 
to  ask  my  financial  secretary,  he  keeps  the  books,  and  so  forth,  for 
me. 

The  Chairman.  Certainly. 

Mr.  Carnegie.  I  think  it  is  all  wrong,  as  far  as  I  know.  I  did  not 
attend  to  the  details  of  all  business  transactions.     I  can  easily  tell 
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you,  Mr.  Chairman,  if  you  will  give  me  a  memorandum  of  it.  I  could 
give  you  my  exact  balance  from  our  books. 

The  Chairman.  I  just  -wanted  a  memorandum  of  the  balance  due 
you  at  the  time  of  the  consolidation. 

Mr.  Caenegde.  What  is  that,  Mr.  Chairman? 

The  Chairman.  The  balance  paid  to  you  at  the  time  of  the  con- 
solidation. 

Mr.  Young.  Then  you  mean,  Mr.  Chairman,  that  it  was  simply  a 
debt  of  the  Carnegie  Co.  to  Mr.  Carnegie?  That  is  what  I  under- 
stand. 

Mr.  Carnegie.  I  made  a  rule  to  leave  my  money  with  the  firm  and 
encouraged  all  my  partners  to  do  it.  I  may  have  had  $4,000,000 
there  for  awhile ;  probably,  if  they  say  so,  it  is  true,  but  of  course  it 
was  just  a  balance  like  any  other  balance. 

Mr.  Young.  I  take  it  that  that  is  what  the  chairman's  question 
relates  to. 

The  Chairman.  That  is  what  I  meant;  yes. 

Mr.  Carnegie.  That  had  no  relation  to  the  value  of  the  property. 

Mr.  Littleton.  He  did  not  sell  that  balance  to  the  steel  company, 
that  is  certain. 

You  did  not  sell  that  balance  to  the  steel  company,  Mr.  Carnegie? 

Mr.  Carnegie.  No. 

Mr.  Gardner.  I  understood  you  to  say,  Mr.  Carnegie,  that  you  and 
Mr.  Schwab  decided  together  that  $420,000,000  was  a  fair  valuation 
for  the  Carnegie  Steel  Co.? 

Mr.  Carnegie.  Yes.  Mr.  Schwab  had  some  statements.  I  can  not 
give  them  to  you  now,  but  Mr.  Schwab  can  give  you  the  whole  matter. 
He  attended  to  those  things. 

I  never  saw  Morgan ;  I  never  saw  any  of  his  agents ;  never  spoke 
to  any  other  man  about  it  except  Schwab,  and  then  just  one  or 
two  sentences.  Morgan  would  like  to  get  my  price.  Schwab  sat  down 
and  we  talked  it  over,  and  I  said : 

Yes;  I  am  quite  willing  to  sell  at  four  hundred  and  twenty  millions. 

And  Mr.  Schwab  has  stated  here  that  it  was  approximately  as  he 
estimated  the  advance  we  had  made  between  the  two  options. 

Mr.  Gardner.  I  wanted  to  know  whether  $420,000,000  was  the  sum 
you  set  as  the  value  of  the  Carnegie  Co. 

Mr.  Carnegie.  To  Mr.  Morgan. 

Mr.  Gardner.  Did  you  mean  $420,000,000  in  cash  or  $420,000,000  of 
the  securities  of  the  new  company  ? 

Mr.  Carnegie.  I  was  quite  willing  to  take  the  5  per  cent  bonds  of 
the  company.  You  know  they  are  quoted  at  115,  and  I  took  them  at 
par.    I  do  not  regret  doing  so. 

Mr.  Gardner.  Are  you  aware  that  the  United  States  Steel  Corpora- 
tion issued  against  the  Carnegie  Co.  $492,000,000  worth  of  securities  ? 

Mr.  Carnegie.  I  am  not,  sir.     I  never  heard  of  it. 

Mr.  Gardner.  It  is  a  fact. 

Mr.  Carnegie.  I  have  never  heard  of  it. 

Mr.  Gardner.  To  be  accurate,  $492,006,160  was  the  amount  of 
securities  of  the  United  States  Steel  Corporation  which  were  put  out 
to  purchase  the  Carnegie  Co. 

Mr.  Carnegie.  Mr.  Gardner,  that  is  another  surprise  this  morning. 
I  do  not  know  what  they  did  with  it.     This  I  assure  you :  I  did  not 
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get  more  than  two  hundred  and  thirteen  millions  of  bonds— not  one 
cent  more :  nor  was  I  a  party  to  any  arrangement 

Mr.  Gardner.  You  took  j-our  payment  entirely  in  bonds? 

ilr.  Carneiue.  I  did. 

Mr.  (tardxer.  To  come  back  to  some  of  your  evidence  this  morn- 
ing, you  spoke  of  high  rates  which  were  charged  on  the  Pennsylvania 
Kailioad — that  you  were  continually  complaining  of  them? 

Mr.  Carnecie.  Yes. 

ilr.  (Gardner.  Did  the  Pennsylvania  Eailroad  make  special  con- 
cessions to  you  that  they  did  not  make  to  your  competitors? 

'Slv.  Carnegie.  Xever  that  I  knew  of.  If  yon  like,  I  will  just  givr 
you  the  history  of  this  rate  question. 

I  notice  Senator  Oliver  has  said  that  we  had  rebates.  I  notice  that 
in  his  evidence. 

Mr.  Gardner.  He  was  not  the  only  one  who  made  the  statement. 

Mr.  Carneiue.  Well,  it  is  astonishing  how  suspected  an  honest  firm 
can  be.  Listen :  I  was  the  one  man  in  Pittsburgh  that  fought  the 
Pennsylvania  Railroad  on  its  rates.  I  bought  the  Bessemer  Road. 
I  went  in  with  Harry  Oliver,  from  whom  we  bought  the  mines,  and 
built  the  road  to  Lake  Erie  from  Pittsburgh.  I  joined  Mr.  Vander- 
bilt.     ^fr.  Vanderbilt  sent  for  me  one  morning  and  said: 

C'iirnesie.  my  son-iu-law.  Mr.  Twoiiiley.  thinks  tliero  is  a  great  project  here 
to  build  n  n^id  from  tlie  Heading  iicross  id  tlie  Pouiisylvauia  and  u\i  tlirongh 
Chambersburg  to  Pittsliiirgh.     What  do  you  tliiuk  of  it? 

I  said: 

Mr.  V.inderbllt.  I  think  so  much  of  it  that  I  will  put  .$.",000,000  in  it. 
You  will  ■•     Sn  will   I. 

Mr.  Gardner.  This  was  a  railroad  from  Pittsburgh  to  the  sea '. 

Mr.  Carnei'.ie.  Yes;  connecting  with  the  Reading. 

The  president  of  the  Reading  was  heartily  in  favor  of  it,  and  went 
in  and  subscribed,  and  a  good  many  did.  "\Ye  had  no  trouble  getting 
the  money. 

Mr.  Gardner.  Do  you  remember  what  year  that  was,  Mr.  Car- 
negie ? 

Sir.  Carnegie.  ISSL  the  judge  says. 

Mr.  Hostetter,  of  Pittsburgh,  a  very  rich  man,  went  in  for  it,  and 
we  began.  I  went  to  Europe.  We  built  the  railroad,  and  the  piers 
are  standing  across  the  Susquehanna  yet ;  but  in  my  absence  the 
Pennsylvania  Railroad  went  over  to  Mr.  Vanderbilt  and  induced  him 
to  abandon  this  project.  The  Pennsylvania  Railroad  agreed  to  pay 
each  of  the  subscribers  what  had  been  spent,  and  I  came  home  to 
find  that  !Mr.  Vanderbilt  had  been  captured  by  the  enemy.  And 
that  was  the  end  of  it. 

I  went  to  young  Gould,  George  Gould,  one  morning,  and  I  said : 

Your  father  ouco  came  to  me  at  the  ^Vindso^  Hotel,  where  we  wore  then 
stopping  in  New  York,  and  he  said :  "'  Young  man,  I  have  been  hearing  .-ibout 
you.  I  will  furnish  you  money  to  purchase  an  interest  in  the  Pennsylvania 
Eailroad  and  will  put  you  in  charge,  If  you  will  promise  me  to  devote  yourself 
to  it." 

I  thanked  ^Ir.  Gould  for  the  greatest  compliment  I  had  received 
in  my  life,  or  one  of  the  greatest  compliments.  That  was  shortly 
after  I  had  moved  to  New  York. 
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I  said : 


Mr.  Gould,  I  have  been  a  faithful  clerk  and  a  faithful  friend  of  Thomas  A. 
Scott,  and  nothing  on  earth  would  Induce  me  to  take  a  step  against  liim. 

Some  years  afterwards  I  went  to  his  son,  the  present  George 
Gould,  and  I  said : 

Your  father  once  offered  me  control  of  the  Pennsylvania  Railroad  and  I  de- 
clined. Now  I  offer  you  a  chance  to  come  to  Pittsburgh  and  hRxe  a  through 
line. 

And  I  showed  him  what  he  could  do ;  and  it  was  at  my  suggestion 
that  the  Goulds  went  to  Pittsburgh  with  this  Wabash  Railroad. 

The  Chairman.  The  Wabash  Terminal  Eailroad? 

Mr.  Carnegie.  Which  has  been  so  fearfully  mismanaged. 

I  want  to  show  you  that  I  was  fighting  the  Pennsylvania  Railroad 
all  the  time.  I  found  this  Bessemer  road  to  Lake  Erie  and  I  took 
that  up.  I  vrent  to  show  George  Roberts,  the  president  of  the  Penn- 
sylvania Railroad,  the  rates  that  had  beaten  us  on  contracts;  the 
rate  from  Chicago  given  for  an  enormous  contract  for  steel  for  the 
Norfolk  navy  yard  was  less  than  the  rate  from  Pittsburgh,  and  they 
got  the  contract.  I  had  several  things  like  that  to  show  Mr.  Roberts, 
the  president  of  the  Pennsylvania  Railroad. 

I  walked  in  there  and  told  Mr.  Roberts :  "  We  can  not  stand  this 
any  more.  I  want  you  to  look  where  the  Pennsylvania  is  losing  its 
business,"  and  so  on. 

They  all  called  me  "  Andy,"  because  I  was  an  old  Pennsylvania 
Railroad  man,  and  he  said,  "Andy,  I  have  no  time  to  look  at  these 
things.     I  have  enough  to  do  with  our  own  affairs." 

"All  right,"  I  said ;  "  Mr.  Roberts,  you  will  send  for  me  to  see 
you  the  next  time." 

And  I  walked  out  of  the  ofEce. 

And  I  commenced  and  built  this  road  to  Pittsburgh.  Then  I  had 
arranged  to  lead  from  Pittsburgh  to  the  coke  ovens,  the  Frick  coke 
ovens,  and  was  preparing  to  build  that ;  and  I  got  a  note  from  Mr. 
Thompson,  the  vice  president,  saying: 

The  president  and  myself  wish  to  see  you. 

Mr.  Gardner.  That  was  the  president  of  the  Pennsylvania  Rail- 
road, Mr.  Roberts? 

Mr.  Carnegie.  Yes.  I  knew  what  it  was  about,  and  I  sent  for 
Mr.  McCogue.  We  have  him  yet  in  the  service.  He  is  one  of  the 
Carnegie  veterans.  And  I  said,  "  McCogue,  I  must  have  the  rates 
that  our  competitors  are  getting,  especially  from  Chicago  to 
the  Norfolk  line,  etc.  I  do  not  know  how  you  will  get  them,  but 
from  the  moment  I  touch  that  contract,  think  that  the  goddess  rains 
fortune  upon  you;"  and  he  started  as  a  messenger.  He  went  and 
came  back  just  in  time  and  handed  me  the  rates. 

The  railroads  were  cheating  each  other,  you  know.  There,  gentle- 
men, if  you  want  to  listen,  you  never  saw  such  chaos  as  there  was 
among  the  railroads  until  you  got  this  Interstate  Commerce  Com- 
mission. 

I  went  down,  and  Mr.  Roberts  and  Mr.  Thompson  were  there 
alone  to  receive  me.  "How  do  you  do,  Andy?"  "How  do  you  do, 
Mr.  Roberts?  How  do  you  do,  Frank?  Gentlemen,  you  sent  for 
me.     Here  I  am.    What  is  it?"    "Just  what  I  wanted  you  to  ask. 
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Andy.  You  are  a  Pennsylvania  Eailroad  man.  Why  is  it  you  are 
fighting  us  everywhere?"  "Well,  Frank,  I  thought  you  would  ask 
that  question.  Kindly  look  over  this."  And  I  said,  "Excuse  me 
for  a  few  minutes.  I  will  be  back  by  and  by."  And  I  went  away 
and  came  back.  Then  he  looked  up  and  said,  "Andy,  I  feel  like  Rip 
Van  Winkle."  "  Yes ;  and  I  think  that  the  high  officials  of  the 
Pennsylvania  Railroad  have  been  sleeping  just  about  as  long." 
"  Now,  don't  talk  that  way.     Let  us  see  what  it  is." 

And  these  men  were  convinced.  And  they  said,  "  You  are  going 
to  build  down  to  the  coke  ovens,  and  you  are  going  to  build  this 
road  across,  as  you  have  arranged,  to  the  Clearfield  route,  which  will 
be  built  some  day.     Now,  we  want  you  to  quit  that." 

I  said,  "  I  will  quit  when  you  give  me  the  same  rate  per  ton  per 
mile  that  you  are  carrying  some  of  this  other  stuff  for." 

Mr.  Gardner.  On  other  routes? 

Mr.  Carnegie.  No  ;  partly  over  the  Pennsylvania  lines  in  the  West. 

Mr.  Gardner.  From  other  points? 

Mr.  Carnegie.  Yes.  I  said,  "  If  you  will  promise  me  to  give  us 
the  lowest  rates,  that  when  you  give  low  rates  we  will  get  them, 
there  will  be  no  war  between  us.  I  do  not  ask  anything  but  that 
you  just  give  me  what  my  competitors  are  getting." 

And  upon  that  we  made  a  little  memorandum,  and  Mr.  Roberts 
and  Mr.  Thompson  carried  that  out. 

I  have  no  knowledge  of  ever  getting  a  rebate  that  some  other 
competitor  had  not  gotten  before. 

Mr.  Gardner.  You  contradict,  then.  Senator  Oliver's  supposition 
that  you  were  getting  rebates? 

]\fr.  Carneoie.  I  want  to  saj^  to  Mr.  Oliver  that  it  is  a  very  natural 
suspicion,  but  there  was  not  one  word  of  truth  in  it.  I  only  asked 
whnt  other  competing  points  got.  That  is  to  say,  I  wanted  the  same 
rates  to  eastern  points  that  Chicago  would  get.  I  wanted  the  same 
rate«  over  the  Pennsylvania  system  the  other  competitors  were 
getting. 

Mr.  Gardner.  Did  yon  get  lower  rates  than  other  people  got 

Mr.  Carnegie.  Xever  to  my  knowledge;  that,  of  course,  was 

Mr.  Gardner.  Let  me  finish  my  question,  please.  Did  you  get 
lower  rates  than  other  people  got  from  the  same  points? 

Mr.  Carnegie.  Never.  I  never  knew  anything  of  that  kind;  ex- 
cept I  am  bound  to  say  this:  That  they  made  a  special  stipulation 
that  I  should  not  build  to  the  coke  ovens,  and  I  said :  "  Well,  let's 
see.    AVliat  will  you  agree  to  give  us  between  those  points? 

Then  they  did  reduce  that  rate;  but  whether  others  got  it  or  not 
I  could  not  Hwear.  I  really  do  not  know.  But  I  will  tell  you  what 
we  do  know :  That  when  we  bought  the  Carrie  furnaces  we  thought 
we  were  getting  the  lowest  rates,  and  we  found  that  their  coke  rate 
was  lower  than  that  which  I  had  got  as  a  great  concession. 

yir.  Gardner.  Mr.  Carnegie,  then  you  have  answered  in  the  nega- 
tive my  question  as  to  whether  or  not  you  did  get  rebates.  If,  for 
instance,  it  appears  that  you,  as  a  matter  of  fact,  did  get  rebates, 
that  would  be  one  of  the  details  of  management  of  which  you  had  no 
knowledge? 

Mr.  Carnegie.  Oh.  I  got  Mr.  Thompson's  word  and  Mr.  Robert's 
word,  and  I  have  no  question  but  what  they  lived  up  to  it.  They 
were  h'^tli  honorable  men. 
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Mr.  Gardner.  That  is,  that  no  one  was  paying  lower  rates  than 
you  were? 

Mr.  Carnegie.  I  would  not  like  to  put  it  that  way. 

Mr.  Gardner.  You  believed  them  when  they  said  you  were  getting 
the  lowest  rates? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  But  you  were  getting  rates  lower  than  some  one 
else?     That  is  the  question. 

Mr.  Carnegie.  You  must  ask  the  Pennsylvania  Railroad  for  that. 

Mr.  Gardner.  These  officials  of  yours  who  managed  the  details  of 
your  business,  their  evidence  would  not  be  valuable  on  that  point  ? 

Mr.  Carnegie.  I  do  not  think  it  would  be  valuable,  because  they 
would  not  know,  I  should  think. 

Mr.  Gardner.  I  will  go  on  to  the  next  question. 

Just  a  few  things,  to  clear  up  this  question  of  the  difference  between 
a  limited  copartnership  under  the  law  of  1874  in  Pennsylvania. 

The  original  companies,  like  the  Keystone  Bridge  Co.,  of  which,  I 
believe,  you  were  one  of  the  originators  ? 

Mr.  Carnegie.  Did  I  forget  to  put  that  down?  Oh,  yes;  I  told 
you  about  that  ? 

Mr.  Gardner.  I  do  not  think  you  testified  as  to  the  Keystone 
Bridge  Co. 

Mr.  Carnegie.  Did  I  not  mention  that  ? 

Mr.  Gardner.  No. 

Mr.  Carnegie.  Let  me  tell  you  about  that,  then.  I  thought  I  had. 
The  Keystone  Bridge  Co.  was  the  first  in  which  I  ever  invested 
money.  I  had  seen  the  wooden  bridges  burned  on  the  Pennsylvania 
Railroad  and  the  whole  traffic  blocked  for  eight  days. 

Mr.  Littleton.  You  testified  about  that  this  morning,  Mr.  Car- 
negie. 

Mr.  Carnegie.  I  thought  so. 

Mr.  Gardner.  In  1874  Pennsylvania,  in  consequence  of  the  wide- 
spread disaster — the  panic  of  1873 — passed  a  law  permitting  people 
to  form  limited-liability  companies,  under  which  Carnegie,  McCand- 
less  &  Co.  was  formed  ? 

Mr.  Carnegie.  Let  me  see.  That  is  familiar — Carnegie,  McCand- 
less  &  Co.  I  rather  judge  when  we  were  getting  up  this  subscrip- 
tion  

Mr.  Gardner.  That  was  one  of  the  steps  toward  the  formation  of 
the  Edgar  Thompson  Co.,  I  rather  think? 

Mr.  Carnegie.  Yes.  Mr.  McCandless  was  a  dear  friend,  and  he 
was  one  that  put  his  money  in;  and  it  may  be  that  we  commenced  a 
headline,  before  I  thought  of  Edgar  Thompson,  as  Carnegie,  Mc- 
Candless &  Co. 

Mr.  Gardner.  It  was  dissolved,  as  a  matter  of  fact. 

Mr.  Carnegie.  Thank  you. 

Mr.  Gardner.  But  what  I  am  trying  to  get  at  is  the  point  at 
which  you  ceased  to  be  a  copartnership,  limited,  or  otherwise,  and 
became  a  corporation. 

You  formed  the  firm  of  Carnegie,  Phipps  &  Co.  (Ltd.),  did  you 
not? 

Mr.  Carnegie.  Is  that  right.  Judge? 

Mr.  Reed,  Sr.  I  do  not  want  to  testify,  Mr.  Chairman. 

Mr.  Carnegie.  "Will  you  allow  the  Judge  to  put  me  right? 
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c.  Gardner.  I  shall  be  very  glad  to  have  him  do  so,  because  what 
vant  to  get  at  is  the  facts.     I  am  satisfied  with  your  counsel's 


Mr. 

we  want  to  get  at  is  the  facts.     1  am  satisfied  with  your 
explanation. 

Mr.  Reed,  Sr.  My  recollection  is  that  the  first  concern  was  Car- 
negie, McCandless  &  Co.  Then  they  merged  that  into  what  they 
called  the  Edgar  Thompson  Steel  Works 

Mr.  Gardner.  Was  that  Edgar  Thompson  Steel  Works  still  a 
limited  copartnership? 

Mr.  Reed,  Sr.  That  was  operated  by  Carnegie  Bros.  &  Co.  (Ltd.). 

Then  Carnegie,  Phipps  &  Co.  was  the  concern  that  operated  the 
iron  mills  on  the  Allegheny  River,  at  Twenty-third  Street  and 
Twenty -eighth  Street;  and  when  they  acquired  the  Pittsburgh- 
Bessemer  Co.  at  Homestead,  that  was  put  into  Carnegie,  Phipps  & 
Co.  (Ltd.).  And  when  they  acquired  the  Duquesne  plant,  that  was 
put  into  Carnegie,  Phipps  &  Co.  (Ltd.),  and  the  whole  thing  was 
merged  into  the  Carnegie  Co.,  in  1899  or  1900. 

Mr.  Gardner.  There  is  one  step  intermediate,  and  that  is  just 
what  I  am  trying  to  get  at. 

As  to  the  Carnegie  Steel  Co.  of  Pennsylvania,  the  testimony 
was  that  the  first  time  they  became  a  corporation  was  at  the  time 
of  the  incorporation  of  the  Carnegie  Co.  of  New  Jersey. 

Mr.  Reed,  Sr.  The  Carnegie  Co.  of  Pennsylvania  was  formed  to 
hold  properties. 

Mr.  Gardner.  And  that  company  held  the  properties  of  the  Edgar 
Thompson,  the  Duquesne  Works,  the  Upper  and  Lower  Union  Mills, 
the  Carrie  furnaces,  the  Lucy  furnaces,  and  the 

Mr.  Reed,  Sr.  All  those  propreties;  and  the  Carnegie  Co.  of  New 
Jersey  simply  held  the  stock. 

Mr.  Gardner.  Was  that  Carnegie  Co.  of  Pennsylvania  a  corpora- 
tion or  a  limited  liability  company? 

Mr.  Reed,  Sr.  No,  sir;  that  was  formed  in  1900  to  take  the  total 
of  the  property  and  be  the  operating  company.  The  Carnegie  Co. 
of  New  Jersey  was  simply  the  holding  company. 

]\Ir.  Gardner.  The  Carnegie  Co.  of  New  Jersey  held  other  prop- 
erty besides  that  of  the  Carnegie  Co.  ? 

Mr.  Reed,  Sr.  Yes. 

Mr.  (tardner.  For  instance,  the  Oliver  Iron  Mining  Co.  ? 

Mr.  Reed,  Sr.  Yes ;  it  was  the  holding  company. 

Mr.  Gardner.  I  have  that  clearly  in  mind.  Now,  Mr.  Carnegie,  in 
regard  to  these  details  of  the  business.  How  big  a  transaction  did  it 
have  to  become  before  you  had  some  familiarity  with  it  ? 

Mr.  Carnegie.  I  could  not  go  into  that.  That  is  a  question  which 
I  could  not  undertake  to  answer.  Sometimes  a  small  thing  would  be 
most  important.  You  can  not  tell  what  is  a  trifle.  At  other  times 
important  things  to  us  might  seem  to  you  as  if  they  would  be  nothing 
to  me. 

Mr.  Gardner.  Did  you  pay  much  attention  to  the  legal  situation  at 
this  time,  to  the  existence  of  the  Sherman  Act,  we  will  say,  toward  the 
end  of  the  nineties  ? 

Mr.  Carnegie.  Let  me  tell  you  about  the  Sherman  Act  and  confess 
my  ignorance. 

Mr.  Gardner.  I  would  like  to  have  you  tell  that  after  you  have 
answered  one  or  two  question.s. 


UNITED   STATES   STEEL   COEPOKATION.  2387 

Toward  the  end  of  the  nineties  were  you  paying  much  attention  to 
the  legal  aspects  of  the  situation? 

Mr.  Carnegie.  I  never  bothered  my  head  about  that.  [Laughter.] 
1  had  more  engaging  subjects. 

Mr.  Gardner.  Because  in  1890  there  was  a  law  passed — you  may 
have  read  of  it  in  the  papers— known  as  the  Sherman  antitrust  law. 

Mr.  Carnegie.  Was  that  in  1890? 

Mr.  Gardner.  Yes;  which  forbade  a  number  of  things,  like  pools 
and  combinations. 

I  am  taking  this  profit-and-loss  account  of  the  Carnegie  Steel  Co. 
of  1899 — nine  years  later.  I  find  that  the  Edgar  Thompson  Steel 
Works  in  that  year  made  a  profit  on  a  payment  by  the  rail  pool  of 
one  hundred  and  twenty-three  thousand  and  odd  dollars;  that  the 
Homestead  Steel  Works  had  to  pay  pool  assessments  on  axles  of 
$22,000;  beams,  $29,000;  channels,  $13,000,  whereas  the  armor-plate 
pool  of  Homestead  Steel  Works  netted  a  profit  of  over  $100,000; 
that  the  Upper  Union  Mills  had  to  pay  a  pool  assessment  on  Z's  of 
$5,000;  on  angles  of  $57,000;  on  T's,  $4,000;  beams  and  channels  a 
lesser  amount.  "• 

That  would  seem  to  be  a  large  transaction — those  pools  existing 
amongst  all  your  companies — in  violation  of  the  law ;  and  those  were 
details  which  you  left  to  your  subordinates  ? 

Mr.  Carnegie.  Yes,  sir;  and  I  am  very  glad  I  did  so.    [Laughter.] 

These  are  small  balances  for  a  five-million-dollar-a-month  busi- 
ness, if  you  will  think  of  it. 

Let  me  say,  personally,  for  myself,  first,  I  had  no  idea  how  ignorant 
a  man  I  was  until  I  read  that  the  Sherman  Act  had  been  passed  so 
long  ago.  I  honestly  believed  that  that  Sherman  Act  was  founded 
to  correct  the  chaos  that  existed  in  railroads. 

Mr.  Gardner.  Are  you  not  speaking  of  the  railroad-rate  law  of 
1907? 

Mr.  Carnegie.  I  never  heard  of  it ;  I  was  out  of  business  then. 

Of  course,  I  had  a  general  knowledge  that  pools  were  formed. 
That  they  were  unlawful  never  entered  my  mind. 

I  was  amazed,  coming  over  the  Atlantic,  when  my  friend,  Mr.  Lit- 
tleton, handed  me  the  evidence  and  I  read  all  about  pools. 

Gentlemen,  I  never  remember  attending  a  pool — never  in  my  life. 

I  make  an  exception  of  the  Bessemer  Steel  Association,  in  rails. 
Of  all  the  perfect  arrangements  that  I  know  of  I  consider  that  rail 
bureau  really  one  of  the  best.  That  is  bringing  order  out  of  chaos. 
Every  railroad  system  that  has  a  steel  manufactory  on  its  line  nat- 
urally wishes  that  manufacturer  to  get  its  proportion  of  the  steel,  be- 
cause there  is  so  much  tonnage. 

Mr.  Gardner.  We  have  had  that  pointed  out  to  us. 

Mr.  Carnegie.  It  just  came  this  way :  They  used  to  have  consulta- 
tions with  the  railroads  as  to  what  the  rate  would  be  next  year.  I 
was  in  New  York  and  near  Philadelphia,  and  I  was  over  there  very 
frequently,  and  I  had  relations  with  the  Pennsylvania  Railroad  in 
negotiating  their  securities  and  things. 

It  came  to  this :  The  leading  trunk-line  railroads,  the  Pennsylvania, 
the  New  York  Central,  and  the  Baltimore  &  Ohio  were  the  three 
leading  lines,  and  these  three  presidents  met  the  rail  people  and 
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agreed  upon  a  fair  rate  for  rails  next  year.     It  was  settled,  and  it 
was  satisfactory  to  buyer  and  seller. 

There  can  be  no  competition  in  rails,  for  the  reason  I  gave  you,  that 
each  system  will  wish  to  give  its  custom  to  mills  upon  its  line. 

Here  stand  the  three  trunk-line  presidents,  men  of  high  reputation, 
fair-minded  men,  and  they  meet  a  committee  of  the  steel  men,  the 
presidents,  and  they  say,  "  "Well.  $28  a  ton  would  be  a  fair  rate  for 
rails.    It  would  give  you  a  profit  " 

Mr.  Gardner.  What  year  are  you  speaking  of? 

Mr.  Carnegie.  Any  }'ear.    When  they  formed  this  pool. 

Mr.  Gardner.  When  they  formed  the  Bessemer  Rail  Association? 

Mr.  Carnegie.  Yes.    Even  from  its  early  organization. 

It  became  more  and  more  a  question  for  the  railroads  to  consult 
with  the  consumer,  and  they  mutually  agreed  upon  a  price. 

Mr.  Gardner.  And  you  kept  in  touch  with  that  situation  until  you 
went  out  of  business? 

Mr.  Carnegie.  No;  I  did  not  need  any  touch  with  it.  I  knew  it 
existed  there.  I  do  not  believe  there  was  ever  a  complaint  raised 
about  it. 

I  think  if  you  would  assemble  the  three  presidents  of  these  great 
trunk  lines  and  you  assemble  three  of  the  foremost  men  of  character 
in  iniinufacturing  rails,  and  say  to  them,  "  Gentlemen,  are  you  all  sat- 
isfied with  this?  "  "  Yes.  Is  it  open  and  above  board?  No  one  is 
getting  any  advantage?"  "We  are  satisfied  of  that."  "Do  you 
think  wc  divide  the  traffic  between  you?  "    "Yes." 

Of  course,  each  railway  system,  mind  you,  getting  its  share.  "  Per- 
fectly satisfied." 

Gentlemen,  if  I  were  legislating  against  pools,  I  would  make  that 
exception  in  regard  to  rails,  really. 

Mr.  Gardner.  There  has  not  been  that  exception  made  in  the  law. 

Mr.  Carnegie.  I  think  that  Sherman  Act  has  several  defects. 

Mr.  Reed.  I  would  like  to  call  attention  to  the  fact  that  it  was  not 
until  1899  that  the  Supreme  Court,  in  the  Addyston  Pipe  case,  said 
that  the  Sherman  Act  did  apply  to  pools  like  that.  So  that  Mr. 
Carnegie's  ignorance  was,  perhaps,  excusable. 

Mr.  Gardner.  The  Addyston  Pipe  Line  case  was  decided  in 

Mr.  Reed  (interposing).  In  1899. 

Mr.  Gardner.  By  Judge  Taf t  ? 

Mr.  Reed.  By  the  Supreme  Court. 

Mr.  Carnegie.  But,  Mr.  Gardner,  I  think  it  is  in  your  knowledge 
as  a  parliamentarian  and  a  Congressman  that  Senator  Hoar  had  a 
great  deal  to  do  with  the  Sherman  Act,  had  he  not  ? 

Mr.  Gardner.  He  was  on  the  committee  that  finally  reported  it, 
and  he  drew  one  section  of  it. 

Mr.  Carnegie.  At  any  rate,  he  has  written  a  letter  and  given  a 
legal  opinion  that  the  Sherman  Act  did  not  prevent  pools.  Did  you 
know  that  ? 

Mr.  Gardner.  I  did  not  know  it. 

Mr.  Carnegie.  Judge  Gary  told  me  that ;  and  he  has  found  it,  and 
gave  me  the  memorandum,  the  date,  and  everything. 

Mr.  Gardner.  What  was  the  date  ? 

Mr.  Carnegie.  I  will  see  if  I  have  it  here.  I  was  interested  in  this, 
and  I  put  this  memorandum  somewhere. 
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The  Chairman.  In  this  connection,  I  would  like  to  ask  you  about 
this  point,  Mr.  Carnegie.  I  have  before  me  an  excerpt  from  an  arti- 
cle written  by  you  for  the  American  Manufacturer,  July  25,  1884. 

In  the  article  you  state : 

We  are  creatures  of  the  tariff,  and  if  ever  the  steel  manufacturers  here 
attempt  to  control  or  have  any  general  understanding  among  them,  the  tariff 
would  not  exist  one  session  of  Congress. 

The  theory  of  protection  is  that  home  competition  will  soon  reduce  the  price 
of  the  product  so  it  will  yield  only  the  usual  profits.  Any  understanding  among 
us  would  simply  attempt  to  defeat  this.  There  never  has  been  or  ever  will  he 
such  an  understanding. 

Mr.  Carneoie.  Well.  ?ir,  that  is  what  I  state  to-day.  You  have  ii\y 
views  this  morning.    They  are  published.     Read  what  I  say  there. 

The  Chairman.  You  think,  now,  that  there  should  be  no  duty 
whatever  on  any  article  whose  price  is  maintained  or  protected  by  a 
pool?  Are  you  still  of  the  opinion  that  there  should  be  no  tariff 
duty  on  any  article  where  the  article  itself  is  in  a  pool? 

Mr.  Carneigie.  Certainly  not. 

The  Chairman.  That  is  all. 

Mr.  Carnegie.  Allow  me  to  give  you  this:  Senator  Hoar,  in  Feb- 
ruary, after  the  Sherman  law  was  passed 

Mr.  Gardner.  Febuary,  1891,  then  ? 

Mr.  Carnegie.  After  it  passed.  He  has  written  that  the  manufac- 
turers had  a  right  to  these  pooling  agreements.  Of  course,  you  know 
the  system  in  Germany  is  founded  on  that 

Mr.  Gardner.  I  understand — the  Kartel  system.  We  have  had 
a  good  deal  of  testimony  on  that.    But  that  is  not  our  system. 

Mr.  Carnegie.  No. 

Mr.  Gardner.  The  evidence  before  this  committee  shows  conclu- 
sively, to  my  mind,  that  a  steel-plate  agreement  was  drawn  up  in  the 
late  nineties. 

Mr.  Carnegie.  In  the  late  nineties? 

Mr.  Gardner.  Yes. 

Mr.  Reed.  In  1897 ;  the  steel-plate  pool. 

Mr.  Gardner.  And  terminated  in  1904;  that  the  Carnegie  Co.  was 
a  party  to  it,  paid  their  balances  and  drew,  if  necessary,  their  allow- 
iinces,  observed  the  agreement,  and  yet  this  agreement,  which  was 
sent  out  to  all  the  signers — the  original  agreement — was  returned  in 
every  case  and  put  into  the  furnace  and  burned ;  that  they  were  in- 
formed by  their  counsel  that  it  was  illegal ;  that  they  thereupon  pro- 
ceeded to  act  on  another  agreement,  which  no  one  could  produce,  but 
Mr.  Temple  had  in  his  possession  a  copy ;  no  one  could  produce,  but 
the  amounts  of  the  allownces  as  shown  by  the  books  of  your  company 
and  other  companies  were  exactly  the  same  as  the  amounts  provided 
for  in  the  case  of  these  burned  agreements. 

Were  you  not  aware  that,  at  that  time,  there  was  serious  doubt  as 
to  the  legality  of  those  agreements  ? 

Mr.  Carnegie.  No,  sir.  I  was  not  aware  that  there  was  serious 
doubt  about  it,  and  I  had  no  more  to  do  with  the  details  of  our 
business,  as  to  how  my  partners  ran  it,  I  might  say,  than  you  had. 

Mr.  Gardner.  It  seems  to  me  that  could  hardly  be  called  a  detail, 
Mr.  Carnegie. 

Mr.  Carnegie.  I  never  heard  of  it. 

Mr.  Gardner.  These  pool  agreements  were  notorious? 
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Mr.  Carnegie.  Certainly  they  were,  and  taken  as  a  matter  of 
course.  And  therefore  what  had  I  to  do  with  it?  I  did  not  know 
thev  were  against  the  law. 

Mr.  Gardner.  But  here  it  was  very  obvious  that  people  in  your 
emploT  knew  there  Avas  grave  doubt  as  to  their  legality. 

Mr.  Carnegie.  They  never  expressed  it  to  me. 

Mr.  Gardner.  Did  not  the  current  press  of  the  day  continually 
harp  on  the  question? 

]\Ir.  Carnegie.  I  do  not  think  that  the  press  of  the  day  took  much 
notice  of  pools.  They  were  a  recognized  agency.  We  have  traveled 
far  since  then.  The  Sherman  Act  now  has  been  published  and  every- 
body knows  about  it. 

Mr.  Gardner.  I  am  disposed  to  agree  with  you.    [Laughter.] 

Mr.  Carnegie.  But  I  think  there  are  quite  a  few  of  us,  and  perhaps 
some  of  you  distinguished  gentlemen  among  them,  who  do  not  quite 
understand  it. 

Mr.  Gardner.  That  is  quite  so.  That  is  very  possible,  that  we 
do  not  understand  it.  But  it  seems  to  me  that  most  concerns  in  the 
present  day  would,  at  all  events,  have  some  knowledge,  sooner  or 
later,  if  they  entered  into  an  agreement,  as  the  Steel  Corporation 
recently  found  one  of  their  subsidiaries,  had  in  the  past  entered  into 
such  an  agreement. 

But  you  said,  as  a  matter  of  fact,  that  you  did  not  know  that  youi 
company — the  Carnegie  Co. — had  entered  into  a  steel-plate  agree- 
ment or  a  structural-steel  agreement? 

Mr.  Carnegie.  I  did  not  know  about  a  steel-plate  agreement  or  a 
structural-steel  agreement — these  individual  cases — but  I  did  know 
that  pools  were  in  general  use. 

Mr.  Gardner.  You  knew  they  ran  all  through  the  steel  business, 
and  that  your  company  was  in  them? 

Mr.  Carnegie.  Certainly  I  knew  that,  but  the  particulars  I  knew 
nothing  about.  I  did  not  at  that  time  know  it  was  against  the  law. 
Please  put  that  down.     [Laughter.] 

Had  the  decision  of  the  Supreme  Court  been  rendered  then? 

Mr.  Gardner.  The  decision  of  the  Supreme  Court  in  the  Addyston 
Steel  Pipe  case  was  handed  down  in  1899.  These  agreements  con- 
tinued until  you  sold  to  the  United  States  Steel  Corporation  in  1901. 

Mr.  Carnegie.  I  never  heard  of  it. 

Mr.  Gardner.  They  were  terminated  by  the  United  States  Steel 
Corporation  in  1904. 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  But  they  continued  after  the  Addyston  case  had 
been  decided  in  1899. 

jNIr.  Carnegie.  I  am  not  familiar  with  the  Addyston  case.  That 
is  the  first  time  I  ever  heard  the  word  "Addyston."  I  have  never 
heard  Addyston  as  a  name  until  now. 

Mr.  Gardner.  It  was  the  original  decision  of  the  present  President 
of  the  United  States,  and  perhaps  the  most  famous  decision  he 
rendered  when  he  was  on  the  circuit  bench. 

Mr.  Carnegie.  Anything  that  comes  from  him  is  worthy  of  careful 
consideration.  •' 

Mr.  Gardner.  At  that  time,  perhaps,  you  would  not  have  noticed 
his  name  as  much  as  we  should  nowadays. 
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T  am  going  to  ask  you  another  question,  which  is  merely  asking 
your  opinion  on  a  subject  as  an  expert. 

There  has  been  a  great  deal  or  discussion  before  this  committee, 
and  it  is  a  matter  of  vital  importance  to  us,  to  make  a  fair  estimate 
as  to  what  was  the  reasonable  value  of  fee  ore  in  the  ground  at  the 
time  the  United  States  Steel  Corporation  was  formed.  Not  the 
royalty  ore,  not  the  leases,  but  the  fee  ore. 

What,  in  your  opinion,  at  that  time,  if  you  were  going  to  value  a 
large  body  of  ore.  Lake  Superior  ore,  would  you  have  valued  it  at 
per  ton  in  the  gfound. 

Mr.  Caenegie.  My  dear  Mr.  Gardner,  you  ask  what  my  opinion 
would  be  to-day  as  to  what  it  was  worth  at  that  time? 

Mr.  Gardner.  Yes ;  that  is  what  I  want. 

jNfr.  Carnegie.  But  now  you  add  if  I  would  say  to-day  what  it  is 
worth. 

Mr.  Gardner.  I  am  asking  you,  when,  you  went  out  of  business, 
what  it  was  worth. 

1  will  tell  you  what  I  am  driving  at  so  that  you  will  see  more 
clearly  what  I  want,  perhaps.  We  have  been  trying  to  ascertain  to 
wliat  extent,  if  any,  the  United  States  Steel  Corporation  was  over- 
capitalized when  it  was  formed. 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  In  valuing  their  ore  lands,  if  I  recollect  rightly,  they 
valued  them  at  some  $700,000,000,  as  of  that  date;  those  that  they 
got  through  all  their  companies.     Thej'  arrived  at  that  on  a  certain 
basis,  which  I  need  not  go  into;  but  we  want  to  clear  our  minds  to  see- 
whether  that  valuation  is  excessive,  and  if  so,  how  much  it  is  excessive. 

The  Commissioner  of  Corporations,  for  instance,  values  those  prop- 
erties at  $100,000,000,  which  makes  a  difference  of  $600,000,000  of 
alleged  water. 

I  am  asking  you,  as  an  expert,  to  throw  light  on  that  situation  by 
telling  us  how  much  per  ton  you  supposed  ore  in  the  ground  to  be 
worth  at  the  time  you  went  out  of  business. 

Mr.  Carnegie.  I  would  decline  to  make  any  wild  estimate  on  that. 

If  I  stood  back  there  at  the  time  and  said  $1  a  ton  on  ore,  I  would 
have  said,  "  That  means  it  will  in  the  future  be  worth  that. 

And  if  I  should  stand  at  this  time  and  say  it  is  only  worth  10  or 
20  cents  a  ton,  I  would  say,  "  Why,  that  is  absurd." 

One  man  can  estimate  the  value  of  ore  as  well  as  another. 

I  wish  to  express  my  opinion  about  ore  in  this  country,  especially 
in  the  Northwest,  where  we  had  our  mines. 

Mr.  Gardner.  I  am  speaking  of  the  Lake  Superior  ore. 

Mr.  Carnegie.  Gentlemen,  ore  is  going  higher  in  value  than  it  is 
to-day.  That  I  will  guess  for  the  future.  But  I  can  not  guess  for 
the  past,  because,  immediately  I  say  that,  I  would  guess  wrong  unless 
I  guessed  the  present  prices.  A  pessimist,  not  knowing  the  growth 
of  this  country,  would  take  a  pessimistic  view  and  say  that  is  its 
price. 

Mr.  Gardner.  Supposing  somebody  had  offered  you  ore  lands  at 
$1  a  ton  in  1901,  Lake  Superior  land  at  $1  a  ton  in  the  ground ; 
would  you  have  considered  that  an  excessive  price? 

Mr.  Caenegie.  I  would  have  smiled.  _We  leased  all  Eockefeller's 
ore  at  15  to  20  cents  a  ton.    When  we  discovered  that  we  could  put 
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Rockefeller's  ore  into  that  open-hearth  steel,  as  I  described  to  vou 
this  morning,  I  said  to  Mr.  Gayley,  who  is  with  you  now  and,  I 
think,  has  testified  before  you:  "Gayley,  you  go  and  sleep  m  Ne^v 
York  and  do  not  come  home  until  you  bring  us  a  lease  of  the  whole 
Rockefeller  ore."     Gayley  went. 

Mr.  Gardner.  You  leased  that  on  a  royalty? 

Mr.  Carnegie.  Fifteen  and  twenty  cents. 

Mr.  Gardner.  Fifteen  or  twenty  cents;  yes. 

Mr.  Carnegie.  Don't  you  know,  it  does  my  heai^  good  to  think  I 
got  ahead  of  John  D.  Rockefeller  on  a  bargain.     [Laughter.] 

Let  me  tell  you  gentlemen  this,  for  one  moment:  Last  week  we 
spent  New  Year's  night  and  the  next  day  at  our  little  cottage.  We 
have  a  golf  cottage  on  the  edge  of  St.  Andrew's  golf  links.  Rocke- 
feller's place  is  6  miles  away.  And  I  said  to  Mrs.  Carnegie,  "  Let  us 
go  up  and  call  on  the  Rockefellers." 

We  went  up  there.  I  am  sorry  to  say  that  Mrs.  Rockefeller  is 
poorly.  She  is  an  educated  lady,  and  he  is  fortunate  in  his  wife. 
But  here  was  the  old  gentleman,  dressed  nicely,  tall,  and  spare,  and 
smiling,  beaming.  He  had  been  riding  with  a  paper  jacket  that  pre- 
served him  from  all  colds,  and  he  presented  Mrs.  Carnegie  and  me 
with  one  of  them,  each.  He  said :  "  Mr.  Carnegie,  you  do  not  know 
what  this  paper  jacket  means.  I  can  go  out  in  the  coldest  day  and  be 
fully  protected  from  the  cold  wind." 

And  he  gave  me  his  large  photographs,  two  of  them ;  one  for  Mrs. 
Carnegie  and  one  for  myself.  Positively,  it  is  a  delight  to  meet  the 
old  gentleman.  But  I  did  not  refer  to  the  ore  purchases  that  I  made 
from  him.    [Laughter.]    There  is  what  his  ore  was  worth  that  day. 

But  when  you  ask  me,  in  a  business  like  this,  Imowing  it  is  going 
to  increase,  what  I  will  value  it  at,  no,  I  am  not  going  to  value  it  at 
15  cents. 

Mr.  Gardner.  We  have  in  the  report  of  the  Commissioner  of  Cor- 
porations the  record  of  your  lease  from  Mr.  Rockefeller,  so  that  this 
bargain  is  embedded  in  amber  for  all  time  to  come. 

Mr.  Carnegie.  I  am  so  glad  to  hear  that.  [Laughter.]  May  1 
know  where  that  is?  I  want  to  cut  that  out.  I  think  it  is  such  a  joke. 
I  would  like  to  get  that. 

Mr.  Gardner.  I  will  give  you  the  reference,  if  I  can  find  it. 

Mr.  Carnegie.  That  is  the  only  time  I  really  did  get  ahead  of  my 
fellow  millionaire. 

Mr.  Gardner.  To  go  on  with  my  questions:  I  ask  you,  supposing 
somebody  had  offered  you  fee  ore  in  the  ground  at  $1  a  ton.  You 
would  have  laughed  then  and  said,  "  I  can  get  what  ore  I  want  on 
royalties,  at  a  payment  of  from  15  to  30  cents,  putting  it  at  the  out- 
side figures  "  ? 

Mr.  Carnegie.  You  do  not  do  my  judgment  more  than  ordinary 
credit  there. 

Mr.  Gardner.  Exactly. 

Supposing  we  had  offered  that  fee  ore  to  you  at  such  a  price  as 
that  for  which  you  could  get  it  on  royalties  that  you  have  to  pay; 
th:»t  we  had  offered  to  sell  it  to  you  outright,  instead  of  having  you 
pay  the  royalties,  and  pay  it  at  some  time  in  the  future,  as  you  needed 
the  ore.    Which  would  you  rather  have  done,  then? 

Mr.  Carnegie.  Do  you  mean  if  you  had  taken  15  cents  a  ton  as  the 
gross  price? 


UNITED   STATES   STEEL   COEPOEATION.  2393 

Mr.  Gaednee.  Supposing  I  had  ore  lands,  and  I  said,  "Mr. 
Carnegie,  I  will  offer  to  sell  you  those  ore  lands  at  25  cents  a  ton. 
We  will  agree  on  the  amount  of  tonnage  and  the  time  it  is  to  last. 
Or  I  will  lease  them  to  you  at  25  cents  a  ton  as  you  take  them  out." 
Which  would  you  rather  do? 

Mr.  Caenegie.  Which  would  I  rather  do? 

Mr.  Gaednee.  Yes.  Which  of  those  propositions  would  you 
prefer  ? 

Mr.  Caenegie.  If  any  man  made  me  that  proposition,  I  would  have 
taken  the  ore  and  paid  when  I  took  it  out. 

Mr.  Gaednee.  Of  course. 

Mr.  Caenegie.  You  are  asking  whether  I  would  pay  you  $5,000,000 
10  years  from  now  or  pay  it  in  cash? 

Mr.  Gaednee.  Precisely.  Your  answer  can  be  only  one  thing.  1 
merely  wanted  it  for  the  sake  of  the  record. 

I  want  to  bring  out  the  fact  that  deferred  payments  such  as  you 
pay  on  royalties  and  lease  would  be  made  at  a  higher  figure  for 
ore  than  an  actual  sale  would  be,  because  in  one  case  you  would  be 
paying  cash  and  in  the  other  you  would  be  paying  deferred  pay- 
ments as  you  wanted  to  use  that  ore.    That  is  correct,  is  it  not? 

Mr.  Caenegie.  There  is  no  doubt  about  that.  I  admire  your  judg- 
ment on  that  very  much. 

Mr.  Gaednee.  I  wanted  to  get  at  this  because  I  think  it  is  one  of 
the  most  important  things  that  we  have  to  consider — the  ore  situa- 
tion— in  deciding  what  legislation  is  necessary  for  the  future.  I 
wanted  to  bring  out  from  you  what  the  Commissioner  of  Corpora- 
tions lays  a  great  deal  of  stress  on:  The  price  of  ore  under  leases 
was  a  good  deal  higher  than  fee  ore  was  worth  at  that  particular 
time.  And  I  have  brought  out  the  fact,  at  all  events,  that  you  agree 
with  the  Commissioner  of  Corporations. 

Mr.  Caenegie.  I  think  you  stated  that  just  the  reverse  of  what  is 
correct.    Would  you  say  that  again? 

Mr.  Gaednee.  The  Commissioner  of  Corporations  says  that  if  you 
can  make  a  lease  for  25  cents  a  ton  and  dig  out  your  ore  when  you  wish 
to  use  it,  that  no  man  would  think  of  buying  all  that  ore  land  and 
paying  25  cents  a  ton  for  it  right  off  the  reel  at  the  beginning. 

Mr.  Caenegie.  I  think  that  question  answers  itself. 

Mr.  Gaednee.  Of  course  it  does.  Your  answer  would  be  that  no 
man  in  his  senses  would  think  of  doing  it? 

Mr.  Caenegie.  Certainly.  I  never  have  known  of  the  alternative 
being  presented,  but  I  certainly  would  postpone  payment. 

Mr.  Gaednee.  Mr.  Carnegie,  as  a  matter  of  fact,  unless  I  am  mis- 
Ftating  it,  the  Steel  Corporation  have  valued  their  ore  at  so  much  a 
ton  whether  they  had  it  under  lease  or  whether  they  owned  it  in  fee ; 
so  that  it  is  an  important  point  to  find  out  whether  a  price  increase 
indicates  an  equal  or  less  or  greater  price  than  ore  on  lease. 

Mr.  Caenegie.  I  think  that  goes  without  saying. 

Mr.  Gaednee.  It  seems  to  me  it  does.  I  will  see  if  I  can  get  that 
lease. 

That  is  all  the  questions  I  want  to  ask. 

Mr.  Beall.  I  wish  to  ask  you  a  few  questions,  Mr.  Carnegie. 

You  spoke  of  your  experience  with  Eockefeller — securing  a  lease  of 
his  ores.    Do  you  think  you  did  anything  more  to  Rockefeller  in  t'lat 
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transaction  than  he  did  to  the  ^Nlerritt  brothers  when  he  got  their  ore 
lands? 

Mr.  Carnegie.  I  know  nothing  about  his  ore  lands  and  the  Merritt 
brothers. 

Mr.  Beall.  The  Sherman  antitrust  law  was  enacted  in  1890.  You 
knew,  of  course,  of  the  enactment  of  some  law  of  that  character? 
There  was  a  good  deal  of  discussion  of  it  through  the  newspapers. 
There  may  have  been  some  doubt  as  to  just  what  it  was  applicable 
to,  but  you  knew  of  the  existence  of  that  law?  Did  it  ever  occur  to 
you  from  that  time  until  you  disposed  of  your  holdings  in  steel  that 
you  and  your  company  had  been  constantly  and  flagrantly  violating 
that  law? 

Mr.  Carnegie.  No,  sir;  and  it  is  impossible  that  it  should.  Until 
the  Supreme  Court  decided  it,  it  was  not  decided  that  is  was  un- 
lawful. 

Mr.  Beall.  The  law  was  enacted  in  1890. 

Mr.  Reed.  I  would  call  your  attention  to  the  fact  that  it  was  not 
until  after  the  Knight  case  was  decided,  about  1895.  Before  that  it 
was  thought  that  the  Sherman  Act  did  not  apply  to  manufacturing 
corporations. 

The  Chairman.  Was  it  not  prior  to  that  time?  Had  not  the 
Sherman  Act  been  invoked  and  had  they  not  held  that  labor  organiza- 
tions, one  after  another,  were  violating  the  law  ? 

Mr.  Reed.  Not  prior  to  the  Knight  case ;  no. 

The  Chairman.  I  thought  it  was. 

Mr.  Beall.  Was  it  the  policy  of  heads  of  great  corporations,  such 
as  yours  was,  to  wait  until  there  had  been  a  decision  by  the  United 
States  Supreme  Court  before  regard  was  paid  to  the  Sherman  anti- 
trust law? 

Mr.  Carnegie.  I  think  it  was  very  naturally  so.  I  beg  pardon, 
I  was  not  the  head  of  the  Carnegie  Steel  Co.  I  never  was  a  director 
in  any  of  my  companies.  I  never  sat  in  the  board.  I  considered  it 
advisable  to  have  my  young  partners  learn  the  duties  of  directors. 
Besides,  I  was  not  living  m  Pittsburgh,  and  I  was  half  the  year 
away  to  avoid  the  sun,  year  after  year;  and  I  allowed  my  partners 
to  run  the  business.  As  to  the  details  of  their  contracts  and  what 
they  were  doing,  I  must  confess  I  was  blissfully  ignorant. 

I  am  very  sure  of  this,  however:  If  my  partners  had  known  that 
they  were  breaking  the  law  they  would  not  have  done  it. 

Personally,  I  thought  that  the  interstate-commerce  act  was  to  cure 
this  chaotic  condition  of  the  railroads,  which  I  had  been  laboring 
against  for  many  years. 

Mr.  Reed.  The  Sherman  Act? 

Mr.  Carnegie.  The  Sherman  Act. 

Mr.  Beall.  Of  course,  the  interstate-commerce  act  was  passed  in 
1887,  and  that  was  intended  to  regulate  the  charges  of  railroad  com- 
panies. 

yir.  Carnegie.  Yes. 

Mr.  Beall.  You  did  not  know  anything,  personally,  about  the 
connection  of  any  of  the  Carnegie  companies  with  these  pool  agree- 
ments ? 

Mr.  Carnegie.  I  knew  that  pool  agreements  were  common,  and 
I  took  it  for  granted  that  my  partners  were  just  doing  what  others 
were  doing. 
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Mr.  Beall.  I  think  that  is  true,  that  they  were  doing  what  others 
were  doing. 

Mr.  Carnegie.  Certainly. 

Mr.  Beall.  All  of  them  violating  the  law  ? 

Mr.  Carnegie.  That  may  be  so,  but  when  I  look  at  the  venerable 
shades  of  the  members  of  the  steel  companies — men  foremost  in 
Philadelphia  and  members  of  the  Pennsylvania  board  of  directors — 
all  engaged  in  this,  I  say  their  consciences  arid  their  heads  had  not 
been  drawn  to  it. 

Mr.  Beall.  The  testimony  here  has  been  that  when  these  agree- 
ments were  made,  when  the  original  draft  of  the  agreement  was 
made  and  sent  out  they  were  all  recalled  and  burned,  because  it  was 
anticipated  that  they  would  be  in  violation  of  the  law. 

Mr.  Carnegie.  I  never  heard  of  anything  of  that  kind. 

Mr.  Beall.  And  that  after  that  time  there  was  a  meeting  of  rep- 
resentatives of  all  these  companies,  your  company  included,  and  a 
single  agreement  was  prepared  and  signed  by  those  representatives, 
and  put  in  the  hands  of  a  trustee  and  kept  in  that  way. 

Mr.  Carnegie.  I  never  heard  of  that;  but  Mr.  Schwab  was  the 
president  of  our  company,  and  he  gave  attention  to  all  these  things. 

Mr.  Beall.  You  had  attorneys,  I  believe  ? 

Mr.  Carnegie.  They  never  notified  us  that  we  were  breaking  the 
law,  I  am  sure.     I  never  heard  of  their  doing  so. 

Mr.  Beall.  Was  your  purpose  in  having  attorneys  to  keep  ad- 
vised so  that  you  would  not  break  the  law,  or  to  be  instructed  as  to 
how  to  break  the  law? 

Mr.  Eeed.  Thank  you,  Mr.  Beall. 

Mr.  Carnegie.  I  know  the  profession  has  a  seamy  side  to  it.  I 
suppose  the  lawyers  do  one  or  the  other,  just  as  they  are  paid. 
[Laughter.] 

Mr.  Reed.  Thank  you  very  much.     [Laughter.] 

Mr.  Beall.  That  is  a  good  deal  worse  than  what  I  said 
[Laughter.] 

What  was  the  date,  if  you  can  remember,  of  this  option  that  was 
given  through  Mr.  Frick? 

Mr.  Eeed.  1898. 

Mr.  Carnegie.  It  is  a  matter  of  record.     1898,  I  am  informed. 

Mr.  Beall.  That  option  was  for  $250,000,000? 

Mr.  Carnegie.  Yes. 

Mr.  Beall.  The  coke-company  property  was  added  after  that, 
$70,000,000? 

Mr.  Carnegie.  Yes. 

Mr.  Beall.  Making  $320,000,000? 

Mr.  Carnegie.  Quite  true. 

Mr.  Beall.  In  the  early  part  of  1901  you  and  Mr.  Schwab  esti- 
mated that,  between  the  date  of  this  Frick  option  and  that  date,  the 
value  of  your  company  had  increased  $100,000,000? 

Mr.  Carnegie.  Mr.  Schwab  had  figures  showing  that  it  did,  ap- 
proximately. I  had  not  the  figures.  He  had  the  books  in  Pittsburgh 
there. 

Mr.  Beall.  In  other  words,  in  a  year  and  a  half  or  two  years,. 

about 

Mr.  Reed.  About  two  years  and  a  half. 
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Mr.  Beatj..  In  about  two  years  and  a  half  the  value  of  the  Carne- 
gie Co.  inteiests  had  increased  about  $100,000,000? 

Mr.  Carnegie.  Why,  my  dear  sir,  in  two  years  and  a  half  it  in- 
creased more  tlian  that.  We  made  $40,000,000  the  year  before  we 
sold  and  we  were  making  $50,000,000  the  year  we  sold,  and  it  made 
$60,000,000  the  year  after,  I  understand. 

Mr.  Beall.  Thtn  you  think  that  Mr.  Schwab  underestimated  ? 

Mr.  Carnegie.  No  ;  I  do  not. 

]\Ir.  Beall.  You  thinlc  he  underestimated  the  increase  in  that  two 
and  a  half  years'  time? 

Mr.  Cakxegie.  I  do  not  think  he  overestimated.  Mr.  Schwab 
could  not  look  two  years  ahead. 

Mr.  Eeed.  Mr.  Beall  asks  whether  you  think  he  underestimated. 

Mr.  Beall.  Yes ;  ^vhether  he  underestimated  ? 

Mr.  Carnegie.  Oh,  no.  I  just  thought  it  was  probably  about 
right.     I  knew  we  had  made  $40,000,000  the  last  year  before. 

Mr.  Beall.  I  notice  in  this  report  of  the  Commissioner  of  Cor- 
porations this  statement: 

The  book  value  of  the  old  Carnegie  Co.'s  property  on  January  1,  1900,  as 
officially  determined  at  this  time,  was  $75,610,000. 

I  would  be  glad  to  have  you  explain  this  apparent  discrepancy  be- 
tween what  the  book  value  of  the  Carnegie  Co.  was  and  your  esti- 
mated value  at  that  time. 

Mr.  Carnegie.  I  would  have  been  very  sorry,  indeed,  if  you  had 
missed  that  point.  It  gives  me  an  opportunity  to  clear  it  up.  I  think 
you  will  understand  this,  when  I  give  this  explanation. 

I  read  that  in  one  of  the  reports  and  smiled.  I  need  not  say  to  you 
that  the  reports  of  the  United  States  Steel  Co.  show  that  the  Carnegie 
Co.  was  worth  far  more  than  $400,000,000.  Ask  any  of  these  men. 
You  have  not  read  the  annual  reports. 

Mr.  Beall.  You  think  they  rather  "  put  it  over  "  on  you  when  they 
got  it  for  $320,000,000? 

Mr.  Carnegie.  Yes ;  they  did.  I  could  have  got  $100,000,000  more 
if  T  had  asked  it.  I  believe  that  as  firmly  as  I  am  sitting  here.  I 
have  been  so  told. 

Now,  listen.    I  am  going  to  address  myself  to  your  point. 

Mr.  Beall.  Yes. 

Mr.  Carnegie.  When  we  began  to  build  the  first  small  mill,  which 
was  a  risky  venture,  we  were  desirous  of  taking  care  of  the  widows 
and  children  of  deceased  partners.  They  were  to  be  repaid  in  full  the 
amount  invested,  with  profits  added  as  a  first  charge  against  the 
claims  of  the  surviving  partners. 

Although  we  only  put  in,  I  think,  $45,000,  and  some  of  us  borrowed 
it,  that  our  widows  and  their  children  should  be  left  without  losing 
money,  this  was  arranged.  I  wanted  the  deceased  partner  and  his 
wife  and  children  to  have  some  advantage  over  us.  The  companies 
made  only  one  thing  in  those  days.  Please  pay  attention  to  this.  It 
is  vital.  The  companies  made  only  one  article  in  those  days.  We 
did  not  even  make  our  own  pig  iron,  but  had  to  buy  it.  Also  all  the 
ore  and  the  coal  and  the  coke.  One  little  building  contained  all  the 
capital  invested. 

We  soon  became  convinced  that  the  road  to  success  lay  in  giving  our 
exceptional  young  men  an  interest  in  the  firm,  and  finally  had  be- 
tween 30  and  40  of  those  young  partners,  no  one  of  whom  put  a 
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penny  in  the  business.  We  were  rewarding  brains  and  ability.  Our 
plan  was  to  set  apart  a  small  percentage  out  of  book  value.  That  is 
the  value  you  are  talking  about — profit  value,  which  then  embraced 
all  that  we  had.  To  this  fund  the  yearly  profits  were  added,  and  it 
became  the  profit  fund  and  was  continued  as  such.  The  young  part- 
ners were  charged  with  their  interest  at  what  this  fund  then  was. 
That  was  very  low.  And  when  the  profits  upon  their  shares  paid 
this  amount  they  became  full  partners.  No  obligations  from  them 
were  ever_  demanded.  I  would  not  allow  the  young  men  to  have  a 
debt  hanging  over  their  heads. 

If  their  profits  did  not  pay  their  debt  they  owed  nothing. 

To  enable  us  to  terminate  the  partnership  of  anyone  who  became 
undesirable,  or  failed  to  meet  expectations,  or  who  could  not  get 
along  with  his  partners,  or  who  was  of  incompatible  temper,  these 
partners  were  compelled  to  sign  an  agreement  that  if  two-thirds  of 
the  entire  partnership  voted  for  their  retirement  from  the  firm,  their 
partnership  ceased  and  they  would  retire,  taking  with  them  all  their 
profits  for  which  they  had  paid  nothing. 

Mr.  YoTTNG.  Was  that  two-thirds  in  interest  or  two-thirds  in 
number  ? 

Mr.  Carnegie.  The  partners  found  this  necessary  in  only  three 
cases  in  all  our  history. 

In  one  of  these  cases,  after  three  years'  trial,  the  party  having  cor- 
rected his  failing  was  restored  and  credited  with  the  accruing  profits 
of  these  three  years,  much  to  the  joy  of  all  his  partners. 

When  I  read  the  document  sent  me  from  Pittsburgh  signed  by  m.y 
partners  in  the  suit  of  a  party  expelled  who  had  never  paid  1  cent 
for  his  interest,  which  I  at  once  signed,  I  understood  perfectly  well 
what  was  meant  by  "  value  "  in  this  case.  It  was  the  profit  value, 
which  was  only  a  very  small  part,  a  tithe  of  the  value  of  our  busi- 
ness and  various  properties  scattered  around  the  country,  compris- 
ing the  Carnegie  Steel  Co.,  and  applied  to  the  defendant  in  the  suit 
who  was  expelled.    That  was  the  answer. 

Permit  me  to  illustrate.  We  owned  no  ore  in  the  early  days,  for 
instance.  We  purchased  five-sixths  of  the  Oliver  Mining  Co.,  and 
later  the  United  States  Steel  Co.  purchased  the  other  sixth.  We  also 
purchased  enormous  deals  from  Rockefeller  on  royalty.  These  were 
immense  deposits.  How  we  financed  it  I  can  not  tell,  because  I  never 
paid  attention  to  the  details.  I  was  only  in  Pittsburgh  for  a  few 
days  each  year.  But  it  would  give  no  trouble  to  us  to  finance  the 
Oliver  Mining  Co.  when  millions  of  profits  were  coming  in  monthly. 
We  could  authorize  our  agent  up  there  to  draw  at  four  months  for 
needed  expenses,  and  let  us  settle  accounts  afterwards.  This  was 
nothing  for  us.  Bankers  would  be  glad  to  discount  our  four-months' 
drafts  drawn  by  the  mining  company  and  accepted  by  us. 

Just  imagine  this  most  important  acquisition,  insuring  our  own  ore, 
worth  untold  millions  to  us,  and  obtained  without  one  dollar  being 
added  to  that  profit  or  value  fund.  The  value  of  that  fund  remained 
as  before,  and  not  until  the  mines  had  paid  profits  at  the  end  of  the 
year  would  the  profit  fund  be  increased.  The  cash  cost  of  the  mines 
subject  to  royalties  was  small.  The  royalties  were  only  15  or  25  cents 
a  ton. 

Now,  gentlemen,  please  get  that  into  your  minds,  that  the  whole  of 
our  ore  property,  that  $17,000,000  or  $20,000,000  or  $30,000,000,  did 
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not  add  a  dollar  to  this  $80,000,000  which  was  a  profit  account,  but 
only  the  profits  went  to  it. 

Let  me  illustrate  further,  if  I  do  not  weary  you.  In  another  de- 
partment, I  followed  the  development  of  steel  closely  in  England, 
going  there  yearly  for  the  purpose  and  meeting  Mr.  Dodds,  Mr.  Bes- 
semer, and  Mr.  Gilchrist.  I  spoke  of  that  this  morning.  I  will  skip 
that,  because  I  have  spoken  of  this,  and  then  I  have  spoken  of  the 
basic  process.  I  told  you  about  the  monster  furnaces  and  Gaylej'^  going 
to  New  York  to  get  the  Eockefeller  ores.  This  mine  of  wealth  was 
added  to  our  properties,  and  the  profit  fund  was  not  increased  one 
dollar.  I  could  give  j^ou  everything  we  got  in  that  and  show  you  just 
how  it  was. 

Take  the  coke  properties.  We  added  the  coke  properties,  seventy 
millions.  I  controlled  the  Frick  Coke  Co.  I  had  28  per  cent  per- 
sonally, and  we  bought  28  per  cent  for  the  firm,  and  therefore  I  had 
control  of  that  Frick  Coke  Co.     I  had  a  majority  interest. 

I  told  you  about  the  monster  furnaces  which  Schwab  erected  at 
Homestead — 16  monsters.  And  that  great  new  mill  was  erected,  and 
it  did  not  increase  the  profit  account  one  dollar  until  it  brought  in 
profits,  and  then  the  profits  each  year  were  being  added. 

Another  thing :  As  we  went  on  we  promptly  saw  the  advantages  of 
natural  gas,  the  purest  of  all  our  fuels,  and  therefore  the  best  for  fine 
steel.  One  of  our  young  partners,  Mr.  Clemson,  was  given  charge  of 
that  department — one  of  the  boys  that  we  had  made  a  partner — and 
he  has  followed  it  most  successfully  and  is  still  doing  so. 

Farmers  like  to  try  their  luck  and  dig  wells  on  their  farms  along 
this  pipe  line,  and  when  a  strike  is  made  Clemson  is  on  hand  and 
pays  the  farmer  a  fortune  and  gets  the  well.  Not  one  dollar  of  that 
added  to  our  profits  fund  for  all  our  gas  territory  and  hundreds  of 
miles  of  pipes  and  pumping  engines.  I  have  one  more  illustration, 
if  you  are  not  tired.    Is  this  interesting  you  ? 

Mr.  Young.  Very  much. 

Mr.  Carnegie.  I  could  go  on  with  numerous  other  purchases  that 
we  made.  Take  our  coke,  for  instance.  I  have  only  one  more  illus- 
tration that  I  will  trouble  you  with.  Pray  listen.  The  subject  of 
railway  rates  at  Pittsburgh  was  for  years  a  dangerous  question, 
which  finally  resulted  in  riots.  An  opportunity  occurred  to  buy  a 
broken-down  enterprise,  the  building  of  a  railway  line  from  "the 
Lakes  to  Pittsburgh.  I  will  not  describe  all  this,  as  I  have  already 
spoken  of  it  before.    But  here  was  the  point : 

The  railroad  was  a  vital  point  in  the  line,  but  here  was  something 
greater.  I  found  we  had  only  one  side  of  Conneaut  Harbor.  The 
parties  I  bought  the  line  from  and  I  bought  the  other  half,  and 
had  complete  control  of  the  harbor. 

We  immediately  erected  those  monster  steamers  that  only  take  a 
day  or  two  from  Lake  Superior  and  are  back  and  forth  all  the  time. 
It  is  astonishing  the  revolution  that  has  been  brought  about  in  the 
cost  of  the  transportation  of  ore  and  the  certainty  with  which  we 
get  it. 

Not  a  dollar  for  all  these  steamships  and  all  this  railroad  line — 
not  a  dollar  did  it  increase  this  fund. 

Gentlemen,  you  can  not  understand  how  that  $80,000,000  in  this 
suit  of  a  man  who  had  been  expelled,  who  never  paid  a  cent  for  his 
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interest  in  the  firm,  corresponds  with  the  value  of  our  enormous 
properties  of  the  Carnegie  Steel  Co. 

Mr.  Young.  In  other  words,  this  book  value  did  not  include  any 
allowance  for  the  increase — the  tremendous  increase,  I  may  say — 
in  the  value  of  the  properties  ? 

Mr.  Carnegie.  Of  course. 

Mr.  Young.  That  is  the  substance  of  the  whole  thing? 

Mr.  Carnegie.  It  goes  without  saying.  I  smile  when  I  see  this 
$80,000,000.  But,  still,  it  is  astonishing  how  that  statement  would 
affect  men  who  were  ignorant  of  the  truth,  isn't  it?  I  happen  to 
see  it  in  the  Government's  petition.  What  a  blunder.  Why,  it  is 
silly. 

Mr.  Young.  It  is  a  fact,  is  it  not,  that  that  $75,000,000  repre- 
sented approximately  the  actual  cost  of  the  different  properties 
owned  by  the  Carnegie  Co.  ? 

Mr.  Carnegie.  Not  the  slightest. 

Mr.  Beall.  The  actual  cost  to  the  Carnegie  Co.  of  its  properties 
at  that  time  ? 

Mr.  Carnegie.  At  what  time  ? 

Mr.  Beall.  At  the  time  that  the  estimate  was  made,  January  1, 
1900? 

Mr.  Carnegie.  The  cost  of  the  property  ? 

Mr.  Beall.  Is  it  not  a  fact  that  that  estimate  of  $75,000,000  was 
intended  to  represent  the  actual  cost  of  the  properties  then  owned 
by  the  Carnegie  Co.  ? 

Mr.  Carnegie.  Why,  then  you  have  not  understood  what  I  have 
been  saying. 

Mr.  Beall.  Let  me  see  if  I  understand  what  you  said  in  your 
answer. 

Mr.  Carnegie.  That  answer  was  gotten  up  by  lawyers  in  Pitts- 
burgh and  sent  to  me  for  signature  and  I  signed  it.  I  saw  that  they 
had  all  signed  it.  I  do  not  know  that  I  read  all  those  sheets,  but, 
gentlemen,  there  is  the  truth,  as  I  have  been  telling  you. 

Mr.  Beall.  Of  course,  this  answer  having  your  name  to  it,  and 
being  verified  by  oath,  we  were  justified,  perhaps,  in  putting  this 
interpretation  on  it? 

Mr.  Carnegie.  Certainly  you  were;  and  that  is  what  makes  it  so 
instructive. 

Mr.  Beall.  I  want  to  read  this  paragraph  from  this  answer,  and 
then  have  your  opinion  as  to  whether  or  not  it  is  true : 

These  books  show  that  the  net  value  on  the  31st  day  of  December,  A.  D. 
1909,  of  the  assets  of  the  association  was  $75,610,104.06.  To  a  large  extent 
this  book  value  represents  the  actual  cost  of  the  properties  represented  In  the 
balance  sheets  of  the  association.  From  time  ,to  time  during  the  plaintiff's 
membership  in  the  association  he,  and  other  members,  were  appointed  a  com- 
mittee to  revalue  certain  assets. 

And  on  the  next  page : 

Every  month  a  balance  sheet  of  the  association's  assets  and  liabilities  has 
been  prepared,  and  a  copy  of  the  same  furnished  to  the  plaintift,  on  which 
balance  sheet  the  "  book  value  "  of  the  capital  is  clearly  shown ;  and  we  aver 
that  the  valuation  of  the  assets  as  shown  on  such  books  and  balance  sheets, 
Is  a  full,  fair,  and  accurate  valuation  of  the  same,  and  that  there  has  not  been 
omitted  from  such  books  and  balance  sheets  any  asset  which  should  properly 
find  a  place  thereon. 
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Mr.  Carnegie.  How  can  you  reconcile  that  with  the  fact  that  the 
same  party  was  willing  to  pay  for  the  option  $320,000,000  a  short 
time 

Mr.  Beau..  I  am  not  disputing  the  fact  that  this  property  may 
have  greatly  increased  in  value. 

The  point  I  am  attempting  to  get  light  upon  is  whether  or  not 
this  $75,000,000  estimate  of  value  was  intended  to  cover  the  sup- 
posed cost  of  those  properties,  regardless  of  any  increase  in  that 
value? 

]\rr.  Carnegie.  That  was  between  the  partners.  I  would  have  to 
figure  up  each  piece  of  machinery  and  see  about  that.  But  $80,000,000 
is  a  pretty  good  amount  of  money  to  spend  on  machinery.  Still, 
they  have  spent  $90,000,000  at  Gary,  have  they  not,  Mr.  Reed? 

Mr.  Eeed.  About  that. 

Mr.  Carnegie.  Well,  gentlemen,  it  was  very  far  from  being  the 
cost  of  all  our  works,  I  think. 

Mr.  Beali..  You  did  keep  books?  The  Carnegie  Co.  did  keep 
books  ? 

Mr.  Carnegie.  We  did. 

Mr.  Beall.  And  those  books  would  show  the  cost  of  different 
pieces  of  property  that  were  purchased,  would  they  not? 

Mr.  Carnegie.  No.  I  just  read  to  you  that  these  things  were  never 
increased  a  dollar. 

Mr.  Beall.  I  understand.  There  is  no  increased  value  given  to 
them,  but  the  books  would  always  show  what  they  cost? 

Mr.  Carnegie.  No  ;  I  do  not  think  the  books  will  always  show  what 
they  cost.  I  think,  when  Mr.  Schwab  buUt  his  mill  there,  there  is  no 
cost  there  for  it.  I  do  not  think  we  can  tell  you  what  his  individual 
mill  cost.    Do  you  know  of  any  such  information? 

Mr.  Eeed.  No. 

Mr.  Carnegie.  There  is  no  such  account  as  that. 

Mr.  Beall.  You  mean  that  was  charged  up  to  expense  ? 

Mr.  Carnegie.  Yes,  sir.  You  take  this  great  monster  mill  that 
Schwab  built.    That  was  paid  out  of  current  earnings. 

Or  when  we  increased  our  debt  to  the  bank  a  million  or  a  millioa 
and  a  half,  the  interest  paid  on  that — there  was  no  dollar  of  all 
that  property  in  the  profits.  It  was  only  the  earnings  of  the 
property.    I  failed  to  get  you  to  understand  that,  I  think. 

j\Ir.  Beall.  I  think  I  understood. 

Mr.  Carnegie.  Take  that  one  mill,  because  it  runs  through  every- 
thing— this  one  illustration  runs  through  everything. 

I  suppose  we  spent  $2,000,000  building  that  mill,  or  a  million  and 
a  half,  whatever  it  may  be.  We  borrowed  money;  our  bills  pay- 
able were  more.  That  account  was  only  moved  upward  by  the 
profits  from  that  mill.  There  was  not  a  dollar  added  to  the  value 
of  that  $80,000,000.  It  was  only  profits.  Nothing  ever  entered  into 
that  fund  from  profits. 

Mr.  Beall.  If  that  be  true — and  I  suppose  it  is — Mr.  Carnegie, 
how  could  that  account  be  an  accurate  statement  of  the  value  of  the 
property  ? 

Mr.  Carnegie.  It  was  not  intended  to  be  for  the  property.  Now 
listen:  Why  did  the  same  party  consider  an  option  to  buy  it  at 
$320,000,000? 
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Mr.  Beall.  Mr.  Carnegie,  I  quite  understand  that  there  had  been 
a  great  increase  in  the  value  of  the  property,  and  that  property 
that  cost  you  $100,000,000  to-day  might,  10  years  from  now  be 
worth  $300,000,000. 

Mr.  Carnegie.  When  he  went  in — when  we  gave  him  an  interest 
for  nothing — he  was  only  charged  on  the  profit  account.  He  got  it 
on  the  actual  money  account— probably  $60,000,000,  I  should  think. 
Less  than  that. 

Mr.  Beall.  You  understand,  Mr.  Carnegie,  I  am  not  complaining 
or  concerned  about  the  question  of  the  settlement  you  may  have 
had  with  Mr.  Frick.  I  am  trying  to  find  out  whether  your  testi- 
mony now  conflicts  with  the  statements  made  in  this  answer. 

I  understood  you  to  say  that  when  the  answer  was  received  you 
did  not  examine  it  very  carefully — that  the  others  had  signed  it, 
and  that  you  signed  it  and  swore  to  it. 

Now,  I  want  to  know  whether  it  is  your  judgment,  at  this  time, 
that  the  statements  made  in  this  answer  are  true. 

Mr.  Carnegie.  As  to  the  value  of  our  property,  no.  Everything 
I  have  said  here  shows  you  that  the  property  did  not  go  into  that 
account  at  all. 

Mr.  Beall.  Then  this  statement  in  this  answer,  as  you  understand 
it  now,  is  not  a  correct  statement  ? 

Mr.  Carnegie.  It  is  misleading. 

Mr.  Beall.  It  is  a  misleading  statement? 

Mr.  Carnegie.  Surely. 

Mr.  Beall.  Can  you  not  go  further  than  that  and  say  that  it  is 
an  incorrect  statement? 

Mr.  Carnegie.  Yes;  certainly  it  is  an  incorrect  statement.  Have 
you  any  doubt  about  it  yourself?     [Laughter.] 

]\Ir.  Beall.  Not  at  all. 

Mr.  Carnegie.  I  have  shown  you  just  how  this  account  was  kept ; 
nothing  but  the  profits  of  the  works  went  into  that,  and  all  these 
millions  that  we  spent,  and  all  the  properties  that  we  got;  the  fact 
that  the  same  party  was  anxious  to  get  an  option  for  the  mills  alone 
at  $250,000,000,  and  that  $2,000,000  were  paid  for  the  option  surely 
would  convince  you  that  the  "  value  "  was  not  $80,000,000. 

Mr.  Beall.  I  understand.  This  did  not  purport  to  represent  the 
value  in  1900.  It  only  purported  to  give  what  was  the  actual  cost 
of  the  property.  Of  course,  that  value  had  been  greatly  increased 
since  the  purchase  was  made. 

Mr.  Carnegie.  Allow  me  to  say  that  the  value  of  new  mills  built, 
new  properties,  never  entered  into  that  account  at  all,  but  only  the 
profits  arising  from  them. 

Mr.  Beall.  How  much  would  you  now  estimate  the  actual  cost  of 
the  Carnegie  properties  had  been? 

Mr.  Carnegie.  I  could  not  form  an  estimate.  I  have  not  the  slight- 
est idea. 

Mr.  Beall.  There  had  been  a  very  great  increase  in  value? 

Mr.  Carnegie.  Of  course,  there  has.  What  do  you  suppose  those 
Rockefeller  and  Oliver  purchases  of  ore  mines  are  worth  to-day? 
And  if  you  are  going  to  buy  them,  why  should  you  not  pay  what  they 
are  worth  to-day  ? 

Mr.  Beall.  I  am  not  complaining  of  the  fact  that  there  has  been 
an  increase  in  the  value  of  the  ore.    I  am  simply  trying  to  find  out 
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if  you  can  give  an  estimate  as  to  the  actual  amount  of  money  that 
had  been  put  into  the  Carnegie  property. 

Mr.  Carnegie.  Ohj  it  is  entirely  beyond  my  powers.  I  never 
thought  of  such  a  thmg. 

Mr.  Beall.  Would  it  be  your  estimate  that  it  would  cost  as  much 
as  $100,000,000? 

Mr.  Carnegie.  My  friend,  I  have  just  stated  that  I  could  not 
estimate  it. 

Mr.  Beall.  You  could  not  make  any  kind  of  an  estimate  ? 

Mr.  Carnegie.  No  ;  I  could  not.  It  could  be  done,  I  suppose.  The 
actual  cost  of  everything  could  be  ascertained,  I  suppose. 

Mr.  Beall.  Unless  the  books  of  the  company  would  show  the 
amount  of  money  that  had  been  used  for  the  purchase  of  certain 
property,  it  could  not? 

Mr.  Carnegie.  You  are  quite  right,  I  suppose. 

Mr.  Beall.  According  to  this  statement,  your  books  would  not 
show  anything  of  that  sort? 

Mr.  Carnegie.  I  do  not  think  they  would. 

Mr.  Beall.  Then  there  would  be  no  means  of  arriving  at  what 
the  cost  of  the  Carnegie  properties  had  been  to  the  Carnegie  Co.? 

Mr.  Carnegie.  There  would  be  this  means:  That  you  could  take 
a  valuator  and  go  through  the  works  and  estimate  what  they  could 
be  duplicated  for.  I  think  a  skilled  man  would  come  within — well, 
he  would  probably  underestimate.  I  find  always  in  building  it  costs 
a  great  deal  more  than  you  estimate.  So  many  new  things  to  come  in 
in  improvements  and  things  like  that.  I  think,  however,  that  a  man 
used  to  that  business,  in  vahiating  manufacturing  establishments, 
could  arrive  at  something  like  it. 

Mr.  Beall.  Of  course,  that  would  not  apply  to  the  valuation  of 
ore  l.inds  at  this  time? 

Mr.  Carnegie.  Oh,  yes;  you  could  have  them  valued,  also. 

Mr.  Beall.  Xo  expert,  by  looking  at  ore  lands  now,  could  give  an 
accurate  idea  as  to  what  those  ore  lands  were  worth  at  the  time  they 
may  have  been  purchased  by  the  Carnegie  Co. 

Mr.  Carnegie.  That  would  be  true.  The  advance  has  been  so 
enormous  in  ores,  and  they  are  bound  to  go  higher.  I  express  the 
opinion  that  the  Lake  Superior  region  is  to  be  depleted  altogether 
too  soon. 

Mr.  Gardner.  Will  you  say  that  a  little  louder,  Mr.  Carnegie? 

Mr.  Carnegie.  The  Lake  Superior  region  is  to  be  depleted  of  ore 
before  many  years — before  many  10-year  periods  roll  past.  I  wish 
to  say  this:  That  there  are  wonderful  developments  of  ore  in  Cuba, 
something  wholly  unexpected.  If  Mr.  Schwab  is  ever  before  you 
again,  kindly  ask  him  to  tell  you  what  he  has  told  me  about  the 
Cuban  ores. 

Mr.  Young.  He  has  been  examined  on  that  subject. 

The  Chairman.  At  that  point,  Mr.  Carnegie,  you  say  Mr.  Schwab 
built  the  plans  for  building  these  huge  furnaces.  Had  he  an  ac- 
curate knowledge  of  the  extent  and  character  of  those  furnaces? 

Mr.  Carnegie.  Of  what  properties? 

The  Chairman.  The  properties  of  the  Carnegie  Steel  Co. 

Mr.  Carnegie.  The  properties? 

The  Chairman.  Yes. 

Mr.  Carnegie.  You  mean  the  mechanical  works,  etc.? 
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The  Chairman.  Yes. 

Mr.  Carnegie.  I  suppose  Schwab  would  come  as  near  it  as  any- 
body I  know;  nearer.  Of  course,  he  would  have  the  best  informa- 
tion on  that  subject. 

The  Chairman.  Had  he  that  knowledge  as  an  expert  and  as  a 
mechanic?  Would  he  know  about  what  it  would  cost  to  reproduce 
blast  furnaces  and  rolling  mills  and  rail  mills,  and  all  the  other 
kinds  of  machinery? 

Mr.  Carnegie.  I  think  he  would.  I  have  great  respect  for  Mr. 
Schwab's  ability. 

The  Chairman.  Mr.  Schwab  testified  before  this  committee,  and 
I  called  his  attention  to  this  petition,  which  he  said  he  swore  to, 
and  to  this  valuation,  and  read  him  what  Mr.  Beall  has  read  you. 

Then  I  asked  him,  after  reading  this  valuation,  that  the  books 
show  that  the  net  value  on  the  31st  day  of  December,  1899,  of  the 
assets  of  the  association  was  $75,610,104.06.  That  was  the  correct 
figure,  wasn't  it?  That  was  the  property  that  was  conveyed  18 
months  later  for  $520,000,000,  wasn't  it? 

"  Mr.  Schwab.  Quite  true." 

Mr.  Reed.  That  same  property? 

The  Chairman.  Yes.     [Reading:] 

To  a  large  extent  this  book  value  represents  the  actual  cost  of  the  properties 
represented  in  the  balance  sheets  of  the  association.  Every  month  a  balance 
sheet  of  the  association's  assets  and  liabilities  has  been  prepared  and  a  copy 
of  the  same  furnished  to  the  plaintiff,  on  which  balance  sheet  the  book  value 
of  the  capital  is  clearly  shown ;  and  we  aver  that  the  valuation  of  the  assets 
as  shown  on  said  books  and  balance  sheets  is  a  full,  fair,  and  accurate  valua- 
tion of  the  same,  and  that  there  has  not  been  omitted  from  such  books  and 
balance  sheets  any  asset  which  should  properly  find  a  place  thereon. 

Mr.  Schwab.  Quite  true. 

The  Chaibman.  All  right. 

Mr.  SCHVFAB.  May  I  say  something  now  about  it? 

The  Chairman.  Certainly,  Mr.  Schwab. 

Mr.  Schwab.  The  statement  as  shown  there,  as  to  our  assets  of  the  Carnegie 
Co.,  or  what  we  call  book  values,  needs  some  explanation. 

The  book  value  meant  to  us  the  actual  dollars  over  a  period  of  years  that  we 
had  put  into  the  company  from  earnings,  with  very  liberal  depreciations  and 
charges,  and  there  was  a  good  reason  for  that. 

When  the  Ironclad  agreement  of  the  Carnegie  Co.  was  made  it  was  a  partner- 
ship, and  it  was  to  the  effect  that  upon  the  death  or  retirement  of  any  partner 
in  that  company  he  had  to  sell  his  interest  to  the  other  partners  at  such  value— 
at  what  we  called  the  book  value. 

Then  he  goes  on  to  explain  it. 

If  that  is  correct,  this  $75,000,000  was  taken  from  your  books  as 
reciting  the  cost  of  the  things  constructed.  If  you  put  up  a  blast 
furnace,  you  put  down  on  your  books  what  it  cost,  did  you  not? 

Mr.  Carnegie.  You  had  better  call  Mr.  Schwab  and  ask  him  about 
that. 

The  Chairman.  Was  not  that  a  fact? 

Mr.  Carnegie.  I  do  not  think  so.    It  could  not  be. 

The  Chairman.  Did  you  not  keep  any  account  of  what  you  spent 
in  that  wav  ? 

Mr.  Carnegie.  I  never  opened  a  book  of  our  accounts  in  my  life. 
I  never  looked  over  a  page  of  one.  I  had  nothing  to  do  with  that. 
I  had  partners  who  kept  the  books. 

The  Chairman.  Then  it  may  be  that  the  book  values  of  your  com- 
pany were  $75,000,000,  and  that  you  did  not  know  it  ? 
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Mr.  CAKNEGrE.  No ;  I  do  not  think  that.    It  is  impossible. 

I  have  explained  to  you  that  only  the  profits  could  go  into  that 
account,  my  dear  friend. 

AVe  made  $40,000,000  in  one  year. 

Mr.  Beall.  That  $40,000,000  would  not  go  into  that  account,  would 
it? 

Mr.  Caris'egie.  No  ;  but  the  profits  would. 

Mr.  Beall.  You  say  you  made  $40,000,000? 

Mr.  Carnegie.  Yes. 

Mr.  Beall.  How  much  of  that  was  profit? 

Mr.  Cabnegie.  That  was  the  profit. 

Mr.  Beall.  Would  that  $40,000,000  go  onto  the  books  and  become 
a  part  of  this  $75,000,000? 

Mr.  Carnegie.  It  would,  if  it  had  time  to  get  in.  It  would  have 
raised  the  profits.  Yes,  sir;  every  year  we  put  the  profits  to  that 
account. 

Mr.  Beall.  This  $75,000,000  has  been  made  up  out  of  the  profits? 

Mr.  Carnegie.  Certainly. 

Mr.  Gardner.  May  I  interpose  for  a  moment? 

Mr.  Beall.  Yes. 

Mr.  Gardner.  Suppose  you  made  $40,000,000  in  the  year  1900? 

Mr.  Carnegie.  Well? 

Mr.  Gard>er.  And  supposing  that  you  reinvested  in  your  plant 
$30,000,000  of  that  amount  in  the  form  of  new  furnaces,  machinery, 
and  so  on? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  Would  those  $30,000,000  be  added  to  your  book 
value  or  not? 

Mr.  Carnegie.  No;  not  in  that  account.  I  do  not  think  so.  Of 
course,  I  am  not  a  bookkeeper,  but  I  do  not  think  it  would  be  added. 

Mr.  Gardner.  It  would  not  be  added  to  your  statement  of  your 
assets,  known  as  your  book  value? 

Mr.  Carnegie.  No;  profit  value. 

INIr.  Gardner.  Wait  a  minute.    I  am  coming  to  that. 

INIr.  Carnegie.  Profit. 

Mr.  Gardner.  Later  on.  When  those  new  fields  and  furnaces  had 
begun  to  earn  money? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  Their  profits  would  then  be  added  to  that  profit 
account.    Is  that  it  ? 

Mr.  Carnegie.  Surely. 

Mr.  Gardner.  How  is  that,  Mr.  Carnegie?  You  have  a  large  col- 
lection of  buildings  and  furnaces  and  machinery  that  earn  $40,000,000  ? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  You  say  you  do  not  add  that  $40,000,000  to  your 
profits? 

Mr.  Carnegie.  Add  the  $40,000,000  to  the  profits? 

ilr.  Gardner.  To  the  profit  account;  to  the  assets  as  they  appear 
in  this  book  value. 

Mr.  Carnegie.  We  do  add  the  profits,  but  we  do  not  add  the  costs 
of  the  works  and  the  properties — the  values  of  the  works  and  the 
properties. 
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You  see,  we  had  coke  ovens;  we  had  25,000  coke  ovens,  40,000 
acres  of  coal,  and  everything  like  that.  That  coke  property  itself  is 
valued  at  $70,000,000. 

Mr.  Gardner.  I  will  ask  my  questions  over  again. 

You  have  got  a  definite  book  value,  to  wit,  $80,000,000,  we  will  say, 
at  the  end  of  1899.  During  the  year  1900  you  make  $40,000,000  of 
profits  on  your  company. 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  Part  of  that  you  probably  draw  out  as  dividends, 
do  you? 

Mr.  Carnegie.  Well,  we  made  very  few  dividends. 

Mr.  Gardner.  You  made  very  few  dividends? 

Mr.  Carnegie.  Very. 

Mr.  Gardner.  That  which  you  did  not  draw  out  in  dividends  you 
put  back  into  the  plant  ? 

Mr.  Carnegie.  As  I  understand  it;  yes.  Back  into  the  plant? 
How  do  you  mean  ?    Yes ;  anything  we  built  ? 

Mr.  Gardner.  That  is,  you  built  new  furnaces,  and  you  built  new 
machines,  and  you  built  new  switches? 

Mr.  Carnegie.  Yes;  everything. 

Mr.  Gardner.  But  you  made  no  addition  to  the  book  value  of  your 
property,  in  spite  of  the  fact  that  you  had  expended,  we  will  say, 
thirty  of  those  forty  millions  in  the  way  of  new  construction  ? 

Mr.  Carnegie.  No;  I  do  not  think  it  got  credit.  It  certainly  did 
not  in  this  $80,000,000.  I  do  not  know  any  other  account  where  it 
could  get  credit. 

Mr.  Gardner.  Then  let  me  ask  you  this:  When  these  new  plants 
begin,  in  their  turn,  to  make  profits,  why  should  that  be  added  to  the 
book  value? 

Mr.  Carnegie.  Because  it  is  profits.  Our  works  were  so  extended, 
and  in  many  cases  we  have  paid  so  little  for  them,  the  Rockefeller 
ores  and  these  other  things,  and  they  brought  in  great  profits. 

Mr.  Gardner.  I  can  quite  understand,  Mr.  Carnegie,  and  Mr.  Beall 
evidently  is  thinking  of  the  matter  in  the  same  way,  that  property 
which  you  had  bought  might  appreciate;  that  property  which  you 
had  bought,  such  as,  for  instance,  a  coal  mine,  might  have  a  greater 
acreage  than  you  had  expected  and  might  be  worth  a  great  deal 
more,  and  yet  you  would  not  increase  your  book  value.  What  I  could 
not  get  through  my  head  was  if  you  directly  reinvested  thirty  mil- 
lions of  profits  in  machinery,  in  buildings,  in  switches,  and  so  on, 
whether  or  not  that  was  added  to  your  assets,  to  the  book  value. 

Mr.  Carnegie.  I  do  not  think  we  kept  account  of  book  value ;  but 
whatever  profit  we  had  from  the  business,  I  understand,  went  to  this 
profit  account ;  and  it  has  gotten  up  to  eighty  millions. 

Mr.  Gardner.  Then,  if  you  made  forty  millions  next  year,  would 
you  add  the  $40,000,000  and  make  it  $120,000,000? 

Mr.  Carnegie.  Yes;  certainly. 

Mr.  Gardner.  Then  I  do  not  at  all  understand  the  answer. 

Mr.  LiTi'LETON.  Let  me  see  if  I  can  make  it  clear. 

As  I  understand  you,  Mr.  Carnegie,  this  was  what  might  be  called, 
for  the  sake  of  convenience,  a  profit-sharing  partnership? 

Mr.  Carnegie.  Certainly. 
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]Mr.  Littleton.  That  is,  the  partner  came  in  and  paid  nothing 
when  he  came  in  in  this  particular  case? 

Mr.  Carnegie.  Yes. 

Mr.  Littleton.  Your  policy  was  to  set  aside  these  profits;  and  if, 
by  retirement  or  otherwise,  he  ceased  to  be  a  member  of  the  firm,  his 
share  would  be  a  share  in  the  profits  which  had  been  set  aside? 

INIr.  Carnegie.  Certainly. 

]Mr.  Littleton.  If  those  profits  had  been  reinvested  in  some  other 
plant  or  in  some  other  additions  to  the  property,  the  earnings  of 
those  additions  might  be,  or  a  portion  of  them,  set  aside  and  added 
to  this  profit  fund? 

Mr.  Carnegie.  In  future  years,  as  they  made  profits. 

iNlr.  LrrrLETON.  So  that  by  his  retirement  he  could  not  require 
that  his  share  in  the  additions  to  this  property  should  be  valued  as 
a  part  of  his  ownership  interest,  but  only  his  share  in  the  profits 
which  had  been  set  aside  from  time  to  time  from  the  earnings  of  the 
property  ? 

Mr.  Carnegie.  Certainly;  because  he  went  in  with  that  under- 
standing. 

All  these  partners  went  in  at  this  profit-value  statement.  It  was 
twenty  millions  before  we  began  interesting  our  partners.  Long 
before  we  had  twenty  millions.  Some  went  in  when  we  had  ten  mil- 
lions, twelve  millions,  whatever  this  profit  account  showed  as  profits 
in  the  year.  That  is  what  he  had  to  pay,  and  he  had  not  to  pay  any 
more. 

You  recognize  that  that  property  is  worth  $320,000,000,  say.  When 
he  went  out — was  expelled  from  the  firm — he  did  not  get  that  value, 
$320,000,000,  the  appraisal  of  all  our  properties.  He  did  not  go  in  on 
that  basis.  He  went  in  on  this  profit  basis,  and  he  went  in,  say,  at 
$30,000,000.  Say  he  got  1  per  cent.  He  would  only  have  to  work 
for  about  $300,000.  Whenever  that  amount  of  profits  were  made  he 
got  his  certificate  for  the  whole,  covering  the  whole,  as  a  partnership 
in  the  whole.  But  if  he  were  expelled  at  that  time,  then  he  got  the 
value  of  his  interest  in  this  money  profit. 

Mr.  Littleton.  Inother  words,  this  suit,  as  you  claim,  was  an 
action  to  adjust  the  interest  of  the  partners  or  a  retiring  partner 
in  the  profits  themselves,  instead  of  a  suit  to  determine  his  equal 
share  in  the  entire  assets  of  the  profits? 

Mr.  Carnegie.  The  agi-eement  is  signed.  We  had  an  agreement 
called  the  ironclad  agreement  by  which  if  two-thirds  of  the  part- 
ners agreed  he  went  out  at  this  value ;  all  the  values  that  were  made 
with  his  party  at  that  time. 

Mr.  Littleton.  He  did  not  get  any  share  in  the  value  of  the  re- 
invested profits  in  addition? 

Mr.  Carnegie.  Oh,  no ;  none  at  all.  A  property  for  which  you  are 
willing  to  take  an  option  and  pay  $2,000,000  for  it,  at  $350,000,000— 
what  kind  of  a  thing  is  it  to  say  that  the  total  value  of  that  property 
is  $80,000,000? 

Mr.  Gardner.  That  is  not  the  point  I  am  trying  to  arrive  at,  at  all. 

I  know  perfectly  well  that  the  discussion  between  you  and  Mr. 
Frick  was  as  to  whether  the  property  in  settling  up  should  be  taken, 
as  you  held,  at  a  certain  agreed  valuation. 

Mr.  Carnegie.  Yes. 
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Mr.  Gaedner.  And  he  held  that  he  had  a  claim  to  an  equal  share 
in  the  value  of  the  whole  property.  We  are  not  going,  at  least  t 
am  not,  into  the  issue  of  whether  you  were  right  or  whether  he  was 
right. 

What  I  want  to  know  is  how  that  agreed  valuation  was  made  up. 

Mr.  Carnegie.  I  have  tried  to  explain  to  you  that  it  was  con- 
fined to  the  profits. 

Mr.  Gardner.  Let  me  try  once  more. 

Mr.  Carnegie.  Do  you  understand  it,  Judge? 

Mr.  Eeed,  Sr.  Sometimes  I  think  I  do,  and  sometimes  I  do  not. 

Mr.  Carnegie.  Would  you  listen  to  the  Judge  for  a  minute,  Mr. 
Gardner  ? 

Mr.  Gardner.  I  recognize  that  you  have  been  on  the  stand  a  long 
time,  Mr.  Carnegie,  but  I  can  not  very  well  express  myself  in  terms 
which  I  do  not  understand;  and  I  would  be  very  glad,  indeed,  if 
the  rest  of  the  committee  is  willing,  to  have  Mr.  Keed  explain  it. 

Mr.  Reed,  Sr.  I  do  not  know  how  the  book  value  was  made  up, 
but  it  was  held  on  a  certain  basis  on  which  they  went  in  and  went 
out. 

The  fundamental  question  in  the  Frick  case  was  whether  Mr. 
Frick  could  be  put  out  at  all  under  that  agreement.  The  next  ques- 
tion was.  How  much  was  his  interest  worth? 

The  attorneys  who  drew  this  answer — I  had  nothing  to  do  with 
it — drew  it  with  the  main  object  in  view,  namely,  that  Mr.  Frick 
had,  as  one  of  a  committee,  fixed  his  own  valuations. 

They  argued  in  this  answer  that  that  was  the  valuation  to  which 
he  was  committed. 

How  they  found  that  I  do  not  know;  but  it  was  evident  that  thai 
was  the  main  object  in  view.  I  hate  to  say  it,  but  they  have  rathei 
carelessly  stated  that  it  was  a  full  and  accurate  value  of  the  assets. 
They  should  have  said  a  full  and  accurate  account  of  the  method 
adopted  between  the  parties. 

Mr.  Gardner.  I  quite  understand.  I  do  not  judge  from  Mr.  Beall's 
questions  that  he  was  interested  from  that  point  of  view. 

Mr.  Reed,  Sr.  I  imagine  that  when  Mr.  Carnegie  signed  that,  he 
did  it  with  the  idea  of  the  main  thing  before  him. 

The  Chairman.  Perhaps  I  can  clear  this  up  with  a  question  right 
here. 

The  answer  to  the  petition  may  possibly  clear  it  up.  The  language 
is  discussed  in  it,  and  it  tells  what  was  done 

Mr.  Gardner.  Will  you  let  me  get  this  point  first,  Mr.  Chairman? 
I  want  to  find  out  whether  Mr.  Reed  can  answer.  I  am  not  interested 
in  the  question  of  the  suit  between  Mr.  Carnegie  and  Mr.  Frick. 

Mr.  Reed,  Sr.  I  understand. 

Mr.  Gardner.  What  I  am  trying  to  get  at  is  whether  or  not  that 
book  valuation  was  based  on  the  cost,  and  what  relation  it  bore  to 
the  true  state  of  affairs.  It  is  one  of  the  questions  in  the  same  line 
as  my  questions  in  regard  to  ore  lands.  It  deals  entirely  with  the 
question  of  overcapitalization  and  excess  of  profits,  and  matters  of 
that  sort.  So  that  it  does  not  matter  to  me  as  to  the  rights  or  the 
wrongs  of  this  contention. 

What  I  am  trying  to  get  at  is:  On  what  basis  this  agreed  book 
value  was  arrived  at? 
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Mr.  Reed,  Sr.  I  think  the  old  Carnegie  Steel  Co.  kept  is  valua- 
tions on  an  exceedinglj'  low  basis. 

For  instance,  the  property  at  the  Edgar  Thompson  Mills  that 
had  cost  them  in  1873  almost  nothing,  was,  T  imagine,  carried  on 
their  books  on  that  same  valuation  clear  up  to  the  formation  of  the 
corporation. 

In  fact,  they  prided  themselves  on  keeping  everything  down,  be- 
cause it  was  nobody  else's  business  but  their  own,  and  they  kept  de- 
preciating the  values.  Having  no  stock  to  sell,  or  anything  like  that, 
to  the  public,  and  no  credit  to  keep  up  in  the  public  eye,  they  prided 
themselves  on  going  to  the  other  extreme,  and  they  arbitrarily  fixed 
that  account. 

Mr.  Gardner.  That  I  have  had  clearly  in  my  mind.  The  natural 
appreciation  would  not  be  increased  in  the  book  value. 

Mr.  Reed,  Sr.  And  they  ne^'er  increased  the  value  of  the  lands  they 
bought. 

Mr.  Gardner.  That  is  what  I  call  natural  appreciation. 

Mr.  Reed,  Sr.  Some  of  those  lands  increased  ten  times  in  value. 

Mr.  Gardner.  Yes;  I  understand  that  wholly.  I  would  like  to 
have  you  answer  this,  if  you  can:  The  testimony  is  that  they  made 
$40,000,000  in  a  certain  year? 

Mr.  Eeed,  Sr.  Yes. 

Mr.  Gardner.  To  wit,  1900? 

Mr.  Eeed,  Sr.  Yes. 

Mr.  Gardner.  And  that  when  the  year  began  the  book  value  was 
some  $80,000,000? 

Mr.  Reed,  Sr.  Yes. 

Mr.  Gardner.  What  became  of  that  $40,000,000  in  the  book? 

Mr.  Reed,  Sr.  They  never  got  to  that,  because  they  formed  the  cor- 
poration at  the  end  of  1900,  and  readjusted 

Mr.  Gardner.  Thej^  formed  it  in  1901,  did  they  not? 

Mr.  Reed,  Sr.  I  think  it  was  just  after  the  beginning  of  1900. 

Mr.  Gardner.  I  thought  you  meant  the  United  States  Steel  Cor- 
poration ? 

Mr.  Reed,  Sr.  No ;  I  mean  the  Carnegie  Co. 

Mr.  Gardner.  Let  us  go  back  to  the  year  before,  then. 

Mr.  Reed,  Sr.  I  do  not  know  what  they  did  with  their  profits. 

Mr.  Gardner.  Then  you  can  not  answer  that  question  that  I  am 
trying  to  find  out  about  ? 

Mr.  Reed,  Sr.  No;  except  that  I  think  they  depreciated  things  to 
about  the  extent  of  the  profits  and  never  allowed  their  book  values  to 
rise  at  all. 

Mr.  Carnegie.  Let  me  tell  you,  since  you  have  mentioned  the  name 
of  Mr.  Frick,  that  the  quarrel  was  not  between  us.  I  never  had  any 
quarrel  with  Mr.  Frick  in  my  life.  It  was  with  the  partners  that  he 
quarreled.     I  tried  to  go  in  and  settle  it. 

Mr.  Gardjster.  Neither  of  you  gentlemen  can  throw  any  light  on 
what  was  done  with  the  profits  or  the  principal  on  which  that  fund 
was  added  to? 

Mr.  Reed,  Sr.  They  never  declared  them,  and  I  think  they  sunk 
them  in  depreciation. 

Mr.  Gardner.  It  was  an  arbitrary  addition  made  when  thev 
were 

Mr.  Reed,  Sr.  Entirely  arbitrary ;  yes. 
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Mr.  Gardner.  It  looks  like  that  to  me. 

Mr.  Reed,  Sr.  And  agreed  upon  by  the  partners. 

Mr.  YoTJNG.  I  see  that  in  this  answer  there  is  some  peculiar  lan- 
guage as  to  that  valuation,  Mr.  Reed.  The  statement  is  not  that  that 
book  value  represents  the  actual  cost  of  these  properties. 

Mr.  Reed,  Sr.  That  is  what  I  say.     You  have  to  take  it  as  a  whole. 

Mr.  Young.  But  that  to  a  large  extent  it  represents  the  actual  cost 
of  the  properties.  It  says  that  to  a  large  extent  it  represents  the  cost 
of  the  properties,  and  that  was  evidently  put  in  there  for  some  pur- 
pose, to  cover  up  some  basis  of  valuation  different  from  the  actual 
cost  or  value. 

The  Chairman.  I  notice  in  the  petition  filed  by  Mr.  Frick  in  the 
cricuit  court  of  appeals  in  the  March  term,  1900,  in  paragraph  9,  he 
goes  into  this  and  explains  what  the  value  of  that  property  was,  and 
says: 

The  business  of  Carnegie  Bros.  &  Co.  (Ltd.),  wliich  was  merged  into  that  of 
the  Carnegie  Steel  Co.,  was  profitable.  The  business  of  the  Carnegie  Steel  Co. 
(Ltd.),  especially  during  the  last  few  years,  has  been  enormously  successful  and 
profitable. 

With  the  then  outlook  Carnegie  estimated  in  November,  1899,  that  it  will 
realize  from  its  business  for  the  year  1900  a  profit  of  $40,000,000,  and  I  then 
and  now  believe  that  said  profit  will  exceed  $40,000,000.  During  the  year  end- 
ing December  31,  1899,  its  net  profits  were  $21,000,000. 

Its  assets  on  the  31st  day  of  December,  1899,  were  clearly  worth  more  than 
$250,000. 

Is  that  correct  ? 

Mr.  Carnegie.  That  is  what  I  have  stated. 

The  Chairman  (continuing  reading)  : 

Within  the  List  few  months  Carnegie  has  asserted  the  fair  value  thereof  to 
be  greatly  in  excess  of  that  sum.  He  has  further  asserted  that  they  are  of 
such  value  that  in  ordinary  times  of  peace  and  reasonable  business  prosperity 
in  England  the  same  could  be  readily  placed  on  the  London  marljet  on  the 
basis  of  100,000,000  pounds  sterling.  Since  the  making  of  these  assertions  the 
value  of  these  assets  has  largely  increased. 

Did  you  ever  state  that,  Mr.  Carnegie? 

Mr.  Carnegie.  I  do  not  remember  ever  stating  that.  I  think  they 
could  be.  The  prospectus  that  could  be  truthfully  written  about  the 
Carnegie  Co.  would  state  its  value  at  $500,000,000. 

The  Chairman  (continuing  reading) : 

Within  the  year  1899  huge  additions  to  and  improvements  of  the  works  have 
been  completed,  thereby  adding  enormously  to  their  producing  power.  Other 
additions  and  improvements  now  in  course  of  construction,  which  will  still 
further  increase  the  producing  power  and  future  profits  will  soon  be  completed. 

The  books  of  said  company  do  not  now,  and  have  not  recently,  contained  a 
reasonable  valuation  of  those  assets.  A  very  large  quantity  of  its  assets  on 
the  1st  day  of  January,  1900,  stood  upon  its  books  at  very  inadequate  valua- 
tions. Some  of  the  assets  did  not  there  appear  at  any  valuation.  This  was 
known  to  Carnegie  and  the  other  partners.  The  fair  value  of  your  orator's 
interest  therein  could  not  be  determined  from  what  now  appears  on  the  books 
of  said  company. 

Do  you  agree  with  that? 

Mr.  Carnegie.  Certainly.  How  absurd  for  the  same  party  to  say 
that  the  value  was  $80,000,000. 

The  Chairman.  You  made  an  answer  to  that,  I  believe.  I  read 
from  the  answer. 

Mr.  Carnegie.  That  answer  was  written  in  Pittsburgh  and  sent 
to  me  for  signature. 
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The  Chairman.  And  verified  by  you,  by  Mr.  Schwab,  and  by 

]V[r.  Reed,  Sr.  By  all  the  partners. 

The  Chairman.' Yes.  This  answer  says— this  is  the  answer  to 
paragraph  9 : 

It  is  not  true  that  on  December  31.  1S99,  the  said  association  had  assets  or 
property,  either  real  or  personal  or  tangible  in  any  form,  which  the  said  asso- 
ciation in  its  legal  capacity  could  transfer  which  were  worth  $250,000,000;  nor 
did  the  defendant,  Andrew  Carnegie,  ever  assert  that  said  assets  were  in  excess 
of  that  sum.  The  said  Andrew  Carnegie  has  repeatedly  expressed  the  opinion, 
with  reference  to  the  earning  capacity  of  said  company,  that  the  personnel 
of  its  organization  was  worth  more  than  all  the  property  of  the  company.  It 
is  true  that  the  said  Andrew  Carnegie  has  expressed,  and  still  hplds,  sanguine 
views  as  to  the  future  of  said  company,  but  any  such  views  are  based  upon 
the  maintenance  of  the  organization  of  the  said  company  in  its  present  condi- 
tion of  efficiency  and  harmony. 

The  facts  which  the  plaintiff  has  distorted  in  order  to  give  color  to  the 
averments  contained  in  the  ninth  paragraph  of  the  bill  are  these — 

And  so  on. 

I  want  to  ask  you  if,  when  that  answer  was  made,  there  was  nobody 
in  the  firm  who,  in  a  suit  involving  hundreds  of  millions  of  dollars 
when  this  was  the  one  question  raised  as  to  the  value  of  this  prop- 
erty and  as  to  the  correctness  of  your  books,  examined  the  books 
when  this  suit  was  filed  ? 

Mr.  Carnegie.  As  I  have  said,  I  was  away  from  Pittsburgh  and 
that  paper  was  sent  to  me  in  the  East,  and  I  glanced  over  it,  and  my 
partners  had  already  signed  it,  and  I  was  willing  to  sign  what  they 
did,  and  I  signed  my  name  to  it. 

The  Chairman.  Did  you  not  read  it? 

Mr.  Carnegie.  I  did  not  read  it  all,  I  am  sure.  I  do  not  remember 
it.     Is  it  a  long  paper? 

The  Chairman.  It  is  sworn  to. 

Mr.  Carnegie.  Yes. 

The  Chairman.  By  you? 

Mr.  Carnegie.  Yes.  My  partners  sent  this  on  as  an  answer  pre- 
pared by  our  lawyers.  I  no  doubt  glanced  over  it  and  signed  it,  but 
I  did  not  read  it  all. 

Mr.  Reed.  In  that  connection,  Mr.  Chairman,  on  the  next  page  of 
the  answer  you  will  find  the  statement  that — 

Any  capitalization  of  the  earning  power  of  the  enterprise  as  a  going  concern 
would  in  no  wise  represent  only  the  value  of  the  plant  and  other  property  which 
are  the  assets  of  the  association,  nnd  to  which  alone,  upon  his  withdrawal, 
retirement,  or  exclusion  from  the  association,  the  plaintiff  is  entitled  to  an 
account. 


Mr.  Bartlett.  I  understand  that.  But  here  is  one  question  that  is 
liither  amazinjT  to  me:  Did  they  have  no  books  in  which  they  kept 
an  inventory  of  their  property,  or  a  stock  book,  what  you  call  a  stock 
book?  I  believe  in  any  ordinary  business  there  is  a  book  in  which  is 
entered  at  the  beginning  of  the  year,  and  in  most  businesses  semi- 
annually, an  account  of  the  property  of  the  concern;  not  only  in  big 
concerns,  but  in  small  individual  concern=.  ordinarily,  such  an  account 
is  kept. 

Mr.  Reed.  That  was  answered  by  what  Judge  Reed  said.  I  think, 
that  they  did  have  a  balance  sheet  that  was  supposed  to  show  the  cost 
of  their  properties,  and  that  is  the  $70,000,000  that  has  been  spoken 
of.  But  that  was  utterlv  insufficient.  It  was  absurdly  low,  because 
of  great  charges  for  depreciation  that  had  been  taken  off  each  vear. 
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Mr.  Bartlett.  I  understand  his  position  about  it;  but  what  sur- 
prises me  is  that  it  can  be  a  fact  that  this  concern,  with  property 
worth  $250,000,000  or  $300,000,000,  and  doing  a  tremendous  business, 
had  no  books,  whether  you  call  it  a  stock  book  or  a  property  book  or 
an  inventory  book  or  whatever  it  is,  that  showed  a  list  of  the  property 
and  the  value  that  the  partnership  put  upon  it.  That  is  surprising 
to  a  business  man,  as  far  as  I  am  concerned. 

Mr.  Reed.  They  went  to  the  opposite  extreme  from  the  policy  that 
is  usually  followed  by  most  people,  who  overvalue  their  properties. 
These  people  prided  themselves  on  undervaluing,  and  they  did  it  by 
agreement  among  themselves. 

Mr.  Bartlett.  Then,  there  was  no  book  which  showed  the  estimate 
they  put  on  it,  whether  it  was  overvalued  or  undervalued,  of  the  prop- 
erty of  the  concern? 

Mr.  Reed.  I  do  not  think  there  was.     I  never  heard  of  it. 

Mr.  Bartlett.  And  if  any  man  died  he  suffered  accordingly? 

Mr.  Reed,  Sr.  He  got  paid  on  the  same  basis  at  which  he  went  in. 

The  Chairman.  If  any  man  died  the  surviving  partners  gave  to 
the  widows  and  orphans  of  their  dead  partners  a  settlement  based 
on  that  inadequate  statement  and  this  deliberate  depreciation  of  this 
property  ? 

Mr.  Reed.  AVhich  the  same  dead  partner  had  agreed  to  in  his  life- 
time. 

Mr.  Carnegie.  You  are  quite  right,  Mr.  Chairman;  a  percentage 
on  $80,000,000  does  not  leave  anybody  poor,  does  it?  I  am  free  to 
confess  that  I  never  saw  a  book  of  the  Carnegie  Steel  Co.  I  am  not 
a  bookkeeper  and  I  had  nothing  to  do  with  that.  My  partners  in 
Pittsburgh  managed  every  detail  of  the  business  and  I  never  ac- 
counted lor  anything  there.  I  do  not  know  what  accounts  they  had, 
or  what  form  they  were  kept  in,  or  anything  of  that  kind. 

Mr.  Beall.  The  Bureau  of  Corporations  estimates  that  the  prop- 
erty you  sold  for  $420,000,000  was  worth  at  the  time  of  its  sale 
$160,000,000.    Do  you  think  that  is  too  low  ? 

Mr.  Carnegie.  How  would  you  judge  the  value  of  the  property  ? 

Mr.  Beall.  It  is  your  judgment  that  it  is  too  low  ? 

Mr.  Carnegie.  My  judgment  was  that  it  was  low  at  the  price  I 
asked  Mr.  Morgan.  Was  I  right  or  was  I  wrong?  You  can  look 
at  the  reports  of  the  United  States  Steel  Corporation  and  see  what 
it  made  every  year. 

Mr.  Beall.  Something  was  said  about  a  balance  sheet.  I  suppose 
there  was  a  balance  sheet  occasionally  made  of  the  Carnegie  proper- 
ties? 

Mr.  Carnegie.  I  never  saw  one. 

Mr.  Beall.  Here  is  what  purports  to  be  a  balance  sheet  of  the 
Carnegie  Cos.,  March  1,  1900,  just  a  year  before  the  sale. 

Mr.  Reed.  To  what  page  are  you  referring,  Mr.  Beall? 

Mr.  Beall.  Page  153,  report  of  the  Commissioner  of  Corporations 
on  the  steel  industry. 

Balance  sheet  of  the  Carnegie  Steel  Co.,  Limited,  on  March  1,  1900. 

The  first  item  is  cash,  amounting  to  $1,332,023.59.  The  next  item 
is  bills  receivable,  $7,174,804.02. 

The  next  item  is  mortgages  receivable,  employees,  $239,845.44 ;  ac- 
counts  receivable,   $16,899,208.86;    stocks,   $11,811,850.99.     Then    it 
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gives  a  list  of  the  different  properties,  amounting  to  $42,000,000; 
then  the  improvements,  amounting  in  1900  to  $958,000;  stocks  and 
bonds,  investments,  $14,000,000 ;  undivided  capital,  $77,000;  due  from 
partners,  $5,585,000;  making  total  assets  $101,416,802.43. 

That  is  of  date  March  1,  1900,  and  preceding  it  is  the  following 
language : 

Following  is  a  copy  of  the  balance  sheet  of  the  Carnegie  Steel  Co.  (Ltd.) 
on  March  1,  1900,  or  just  before  the  organization  of  the  Carnegie  Co.  of  New 
Jersey  was  perfected,  as  given  in  J.  Howard  Bridge's  "  Inside  History  of  the 
Carnegie  Steel  Co." 

Mr.  Eeed,  Sr.  May  I  call  your  attention  to  the  fact  that  the  com- 
missioner himself  emphasizes,  in  subsequent  pages,  that  that  is  to- 
tally inadequate? 

Mr.  Beall.  That  may  be.  I  was  just  wanting  to  find  out  if  this 
was  one  of  the  balance  sheets  of  the  Carnegie  Steel  Co.  whether  it 
was  accurate  or  inaccurate.  If  it  was  the  balance  sheet,  it  should 
have  been  accurate,  should  it  not,  Mr.  Carnegie  ? 

Mr.  Carnegie.  I  should  think  so ;  but  I  am  not  a  bookkeeper,  and 
I  had  no  more  to  do  with  those  accounts  than  you  had. 

Mr.  Beall.  If  it  is  in  fact  a  correct  copy  of  a  balance  sheet,  the 
inaccuracy  of  it  would  count  against  the  company  rather  than  for  it  ? 

Mr.  Reed,  Sr.  It  may  be  a  correct  balance  sheet  as  to  the  statement 
of  the  properties,  and  entirely  incorrect  as  to  the  valuations  put  on 
them.  Those  valuations  of  March,  1900,  were  those  put  on  by  the 
partners  themselves. 

If  you  and  I  agree  to  call  this  table  worth  $1,  between  ourselves,  it 
does  not  concern  anybody  else. 

Mr.  Beall.  But  why  should  we  agree  to  call  this  table  worth  $1, 
when  in  fact  it  might  be  worth  $100  ? 

Mr.  Reed,  Sr.  There  is  no  use  in  swelling  your  assets,  because  that 
table  may  have  only  cost  us  $1  20  years  ago.  Men  sometimes  pride 
themselves  in  making  up  their  own  inventories  in  that  way. 

Mr.  Beall.  Can  you,  Mr.  Carnegie,  or  you,  Judge  Reed,  refer  us 
to  any  inventory  or  any  balance  sheet,  or  any  other  instrument  or 
document  of  the  Carnegie  Steel  Co.,  that  would  throw  any  light  upon 
the  real  value  of  that  property  at  or  about  the  time  it  was  trans- 
ferred to  the  United  States  Steel  Corporation  ? 

Mr.  Reed,  Sr.  I  can  not  tell  you  that,  unless  there  was  one  made  at 
the  time  of  the  formation  of  the  Carnegie  Co.  I  do  not  know  whether 
there  was  or  not.  There  might  have  been  an  inventory  and  a  valua- 
tion at  that  time.    I  think  maybe  there  was.    T  will  find  out  for  you. 

Mr.  Bartlett.  Did  you  have  to  pay  taxes  in  Pennsylvania? 

Mr.  Reed,  Sr.  Not  on  the  valuation;  no,  sir.  Manufacturing  com- 
panies do  not  pay  taxes  on  their  capital  stock.  They  do  pay  on  the 
tangible  property — on  the  assessment  by  the  assessor.  It  has  no  re- 
lation to  the  balance  sheet.  That  did  not  cheat  anybody  in  the  way 
of  taxes.    There  is  no  reason  of  that  kind. 

ilr.  Beall.  This  was  a  limited  partnership? 

Mr.  Reed,  Sr.  It  pays  no  taxes  except  as  assessed  by  the  assessor, 
who  goes  and  looks  at  the  property. 

Mr.  Beall.  Would  it  pay  taxes  on  the  mills  and  the  plants  of  the 
different  concerns? 

INIr.  Reed,  Sr.  The  limited  partnership  would,  at  that  time ;  yes. 
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Mr.  Bealx,.  At  that  time  can  yoii  give  us  any  information  as  to  the 
assessed  value  of  the  property  of  the  Carnegie  Steel  Co. — say  at  Jan- 
uary 1,  1901? 

Mr.  Reed,  Sr.  This  is  extemporaneous  testimony  of  mine,  and  I 
do  not  know  whether  1  can  or  not.  I  will  try  to  find  out  if  there  is 
such  a  thing. 

Mr.  Beall.  Do  you  know,  Mr.  Carnegie,  the  assessed  valuation  of 
the  property  of  the  Carnegie  Co. — taxable  ^'alue  ? 

Mr.  Carnegie.  I? 

Mr.  Beall.  Yes. 

Mr.  Caenegie.  No,  sir.  I  never  had  anything  to  do  with  the  books. 
If  I  had  35  young  partners,  and  they  could  not  attend  to  the  details 
of  the  business,  I  would  like  to  know  what  I  could  have  been  doing. 
T  never  bothered  with  accounts.  But  I  do  know  that  the  same  man 
that  said  the  value  was  $80,000,000  was  delighted  to  get  an  option 
on  it  for  $320,000,000. 

Mr.  Baetlett.  Did  he  not  forfeit  that  option  ? 

Mr.  Carnegie.  Yes ;  but  they  paid  $2,000,000.  I  do  not  know  who 
paid  it.  Of  course,  I  did  not  know  Mr.  Frick  was  a  party  to  it,  nor 
Mr.  Phipps. 

The  Chairman.  It  will  be  impossible  for  us  to  conclude  your  hear- 
ing at  this  session,  and  we  shall  be  very  much  obliged  to  you  if  you 
appear  in  the  morning  at  10.30. 

Mr.  Caenegie.  All  right,  sir. 

Mr.  Littleton.  I  have  to  state,  Mr.  Chaitman,  that  it  will  be  im- 
possible for  me  to  be  here  to-morrow,  as  it  is  absolutely  necessary 
for  me  to  appear  in  the  court  of  appeals  in  Albany. 

(Whereupon,  at  5  o'clock  p.  m.,  the  committee  adjourned  until  to- 
morrow, Thursday,  January  11,  1912,  at  10.30  o'clock  a.  m.) 
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Special  Committee  on  the  Investigation 
or  the  United  States  Steel  Corporation, 

House  of  Representatives, 
Washington,  D.  (7.,  Thursday,  January  11,  1912. 
The  committee  met  pursuant  to  adjournment,  Hon.  Augustus  O. 
Stanley  (chairman)  presiding. 

Mr.  Reed.  Mr.  Chairman,  yesterday,  in  answering  a  question  by 
Mr.  Gardner,  either  Judge  Reed  or  myself  stated  the  various  partner- 
ship associations  through  which  this  Carnegie  project  had  passed, 
and  we  omitted  to  state  that  in  1893  Carnegie,  Phipps  &  Co.  and 
Carnegie  Bros.  &  Co.  and  these  various  manufacturing  concerns 
other  than  the  Frick  Coke  Co.  were  consolidated  into  a  new  limited 
partnership  called  the  Carnegie  Steel  Co.  (Ltd.),  which  operated  all 
of  these  mills  from  1893  until  1890.  For  the  sake  of  the  record  I 
wanted  to  make  that  statement  this  morning. 

The  Chairman.  Before  we  proceed  with  the  examination  of  Mr. 
Carnegie,  I  desire  to  state  that  when  Mr.  Brown  was  here  I  ques- 
tioned him  about  a  memorandum  of  a  contract  which  he  said  he 
would  furnish.  I  have  this  memorandum  in  the  handwriting  of  his 
attorney  and  the  statement  accompanying  it. 

Mr.  Reed.  Is  that  the  memorandum  supposed  to  have  been  signed 
by  Mr.  Billson? 

The  Chairman.  Not  supposed  to  have  been  signed  by  anybody, 
but  written  by  him.    The  memorandum  recites  as  follows: 

Whatever  rate  the  Oliver  Iron  Mining  Co.  may  get  on  its  ores  from  Ely  to 
Lake  Superior,  Miller  &  Brown  shall,  have  on  their  ores  from  lands  in  section 
30,  Tp.  63,  R.  11,  so  long  as  such  land  is  owned  by  them,  no  matter  in  what  way 
such  rate  may  be  obtained.  Such  ores  to  be  shipped  by  or  through  the  Oliver 
Co.  if  they  so  elect. 

Mr.  Brown's  memo. : 

Withdrawing  suit  conditioned  upon.  The  Midway  Co.  and  John  G.  Brown 
being  by  way  of  or  through  the  Oliver  Iron  Mining  Co.  guaranteed  and  enabled 
to  ship  their  ores  on  or  in  section  30,  township  63,  range  11  west,  so  long  as 
owned  by  them,  therefrom  to  Lake  Superior  ports,  and  other  freights  incident 
to  mining.  In  carload  lots  from  Lake  Superior  ports  to  said  section  30,  at  the 
same  rate  and  cost  or  expense  as  like  freights  and  transportation  may  be  to 
and  actually  cost  the  said  Oliver  Co.,  successors  and  assigns,  no  matter  in  what 
way  obtained,  whether  by  special  rate,  drawbacks,  rebates,  or  in  any  other  way. 
Such  freights  to  be  shipped  by  or  through  the  said  Oliver  Co.  if  they  so  elect. 
Said  Oliver  Co.  also  to  satisfy  all  attorney  claims  on  account  of  said  suit  to 
be  withdrawn  to  Mr.  Hlggins  $600,  to  Conan  $550,  to  John  G.  Brown  $750,  to 
John  Seymour,  etc. 

All  papers,  documents,  records,  etc.,  appertaining  to  said  suit  to  be  sur- 
rendered and  delivered  to  Mr.  John  G.  Brown. 

2415 


2416  UNITED   STATES   STEEL.  COBPOEATIOIT. 

STATEMENT  OF  ANDREW  CARNEGIE— Continued. 

Mr.  Beall.  Mr.  Carnegie,  you  were  actively  connected  with  the 
iron  and  steel  business  for  about  40  years  ? 

Mr.  Carnegie.  Yes,  Mr.  Beall.  ,         n  i.-       o 

Mr.  Beall.  You  found  it  at  the  beginning  of  small  proportions? 
You  left  it  with  the  business  of  this  country  dominating  the  busi- 
ness of  the  world  almost  ? 

Mr.  Cahnegie.  In  steel. 

Mr.  Beall.  You  found  them  making  iron  only  at  the  beginning? 

Mr.  Carnegie.  Yes,  sir. 

Mr.  Beall.  In  the  early  years  of  this  business,  Mr.  Carnegie,  it 
was  thoroughly  disintegrated,  was  it  not ;  that  is,  one  concern  owned 
the  ores  and  was  mining  them,  another  was  carrying  the  ores  to  the 
furnaces,  another  was  producing  the  iron  and  steel  in  its  crudest 
form  and  selling  that  to  some  other  concern  that  would  refine  it  and 
make  the  finished  product  ?  Years  went  by  and  the  process  of  inte- 
gration occurred.  When  you  left  the  field  you  would  find  the  same 
concern  owning  the  ores,  transporting  them  to  the  mills,  manufac- 
turing the  iron  and  steel  in  the  crude  form,  and  then  on  up  to  the 
highly  finished  product? 

Mr.  Carnegie.  Admirably  stated. 

Mr.  Beall.  In  the  10  years  from  1800  to  1870  there  was  great 
progress  made  in  that  industry,  was  there  not? 

Mr.  Carnegie.  Oh,  continual  progress. 

Mr.  Beall.  From  1870  to  1880  the  progress  was  continued  and 
rapid;  from  1880  to  1890  the  same  thing  was  true;  from  1890  to  1900 
it  was  marked  ? 

Mr.  Carnegie.  Quite  true. 

Mr.  Beall.  I  will  ask  if  there  has  been  the  same  degree  of  prog- 
ress, the  same  marked  advances  in  production  and  in  processes  con- 
nected with  the  steel  industry,  since  1900,  during  the  decade  from 
1900  to  1910,  as  there  had  been  during  any  of  these  preceding  decades 
of  which  you  have  knowledge? 

Mr.  Carnegie.  I  am  very  sorry ;  I  do  not  get  the  question. 

Mr.  Beall.  I  will  ask  you  if  during  the  decade  from  1900  to 
1910 

Mr.  Carnegie  (interposing).  That  is,  the  last  decade? 

Mr.  Beall.  Yes.  Was  there  anything  like  the  same  degree  of 
progress  made  in  the  iron  and  steel  industry  that  was  made  during 
any  of  the  preceding  decades  when  you  were  immediately  connected 
with  the  industry? 

Mr.  Carnegie.  Mr.  Beall,  the  statistics  of  the  production  of  iron 
and  steel  would  show  that,  would  they  not? 

Mr.  Beall.  They  would  show  the  amount.  In  processes  by  which 
it  is  made  and  the  discoveries  that  were  made  and  m  the  development 
that  occurred  they  would  not  show  the  facts. 

Mr.  Cahnegie.  These  have  been  continuous.  Take  the  question  of 
concrete,  for  instance.  We  never  made  a  pound  of  concrete,  and 
now  the  waste  of  the  blast  furnace,  instead  of  being  transported  to 
dumps,  where  we  had  to  buy  expensive  ground  and  pay  for  the  labor 
of  piling  it  there,  is  turned  to  a  source  of  profit. 

Mr.  Beall.  That  is  a  saving  that  did  not  exist  before  ? 

Mr.  Carnegie.  Yes,  sir. 
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Mr.  Beall.  That  ordinarily  would  have  the  effect  of  cheapening 
the  production  of  pig  iron  ? 

Mr.  Carnegie.  Certainly;  and  make  it  more  profitable,  and  I 
think  there  have  been  improvements  of  machinery  which  enable  the 
labor  cost  in  many  departments  to  be  reduced.  It  is  a  continual 
progress. 

Mr.  Beall.  With  this  concrete  proposition  developed  and  with 
this  resulting  saving,  it  would  mean  that  a  concern  should  either 
make  more  profit  now  or  that  they  could  sell  their  product  to  the 
consumer  cheaper,  or  give  to  labor  a  higher  wage? 

Mr.  Carnegie.  That  is  quite  true.  Of  course,  I  have  no  figures 
to  give  you.    My  mind  has  not  been  on  steel  for  12  years. 

Mr.  Beall.  I  appreciate  that. 

Mr.  Carnegie.  You  ask  me  for  my  opinion? 

Mr.  Beall.  Is  it  your  opinion  that  from  1900  to  1910  the  same 
forward  strides  were  made  in  the  steel  industry  that  were  made 
during  any  of  the  preceding  four  decades? 

Mr.  Carnegie.  There  has  been  no  such  advance  as  I  have  pointed 
out  to  you  in  the  application  of  the  Bessemer  process  to  the  open 
hearth. 

Mr.  Beall.  Take  the  United  States  Steel  Corporation.  That  has 
been  in  existence  now  about  10  years  ? 

Mr.  Carnegie.  Yes. 

Mr.  Beall.  I  will  ask,  aside  from  this  concrete  proposition  to 
which  you  have  referred,  if  there  has  been  any  development  or  any 
improvement  in  the  processes  of  manufacturing  iron  and  steel  since 
the  formation  of  the  United  States  Steel  Corporation? 

Mr.  Carnegie.  Mr.  Beall,  I  do  not  feel  myself  competent  to  say 
yes  or  no  to  that.  I  could  only  give  you  an  impression  from  what 
I  hear.  I  have  not  been  inside  of  a  steel  mill  during  the  period 
you  mention.  There  has  been  continual  improvement  and  advance 
m  the  manufacture  of  steel  as  there  has  been  in  almost  everything 
else.  That  concrete  is  a  great  point.  But  I  think  that  Mr.  Gally's 
patent  for  dry  blast  is  a  great  improvement  on  pig  iron,  as  I  under- 
stand. 

Mr.  Beall.  That  is  the  cold-air  blast  patent? 

Mr.  Carnegie.  Yes. 

Mr.  Beall.  Is  that  being  used  by  the  United  States  Steel  Cor- 
poration— that  process? 

Mr.  Carnegie.  Are  you  using,  the  Gaily  process.  Judge  Eeed  ? 

Mr.  Reed,  Sr.  It  is  being  used  in  one  or  two  furnaces. 

Mr.  Beall.  Is  it  not  a  fact  that  when  the  business  in  any  line 
gets  into  the  hands  of  great  combinations  or  great  corporations,  there 
IS  not  the  same  tendency  to  development  and  to  improvement  that 
there  would  beJf  it  were  divided  out  into  a  number  of  hands? 

Mr.  Carnegie.  There  I  can  speak  my  opinions.  You  are  on 
ground  where  I  stand. 

Mr.  Beall.  I  would  be  glad  to  have  your  opinion. 
Mr.  Carnegie.  I  do  not  believe  that  corporations  can  manage  a 
business  like  partners.  When  we  were  partners  I  felt  we  could  run 
around  corporations.  Take  35  men,  young  men,  each  one  interested 
in  a  department  and  watching  the  spigot  from  which  there  might 
be  a  leak,  and  the  Carnegie  Steel  Co.  organization,  of  which  I  have 
spoken  so  much,  as  Mr.  Perkins  says — Mr.  Perkins  told  me,  not  long 
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ago,  "Mr.  Carnegie,  I  heard  you  make  one  statement  once  that  I 
thought  was  positively  foolish;  I  did  not  understand  you;  but  I 
recognize  now  that  you  were  right." 

It  is  the  same  thing  with  a  man  who  owns  the  land  he  tills.  Take 
Europe  to-day;  take  Britain;  the  farmers  lease  the  land.  Go  to 
Iowa,  where  I  went,  when  I  was  a  young  man,  on  a  holiday,  and 
there  I  saw  the  homes  of  triumphant  democracy,  every  little  bit  of 
ground  owned  by  a  man  and  tilled  by  him.  Great  Caesar!  What 
can  a  big  farm  do?  Look  at  the  failures  of  those  enormous  farms 
they  have  there.  They  were  given  up.  They  commenced  to  do  farm- 
ing on  a  large  scale.  The  man  that  owns  the  ground  he  tills  is  the 
man  equal  of  any  other  in  this  land  of  triumphant  democracy,  and 
I  have  loved  Iowa  ever  since  I  went  through  there  and  saw  what  it 
meant. 

It  is  the  same  in  manufacturing.  The  best  corporations  that  ever 
were  formed  will  be  beaten  by  such  an  organization  as  we  had  in  the 
Carnegie  Steel  Co. 

Mr.  Beall.  Then  I  would  judge  that  it  would  be  your  opinion  that 
the  progress  would  be  more  rapid  if,  instead  of  having  one  great 
corporation  that  is  dominating  any  line  of  industry,  you  had  three 
or  four  corporations  of  a  fair  sized  capital,  engaged  in  that  pro- 
duction ? 

Mr.  Carnegie.  I  would  not  say  that  the  greater  corporation  would 
not  equal  the  smaller  corporation.  What  I  wish  to  say  is  that  the 
corporation  is  not  in  it  with  the  partners  managing  their  own  busi- 
ness. For  instance,  I  want  a  great  contract  for  rails.  I  remove  to 
New  York.  Sidney  Dillon,  of  the  Union  Pacific,  was  a  personal 
friend  of  mine.  Huntington  was  a  friend.  Dear  Butler  Duncan, 
that  called  on  me  the  other  day,  was  a  friend.  Those  and  other  men 
were  presidents  of  railroads.  The  Union  Pacific  had  advertised  for 
70,000  tons  of  rails,  the  biggest  order  that  had  been  given.  It  was  to 
be  decided  at  Omaha,  and  all  my  competitors,  all  the  agents  of  those 
corporations,  were  out  at  Omaha,  and  those  bids  were  to  be  opened. 
I  walked  over  to  Sidney  Dillon.  I  was  able  to  do  the  Union  Pacific  a 
favor  once,  and  I  did  it,  and  I  was  elected  a  director  in  the  Union 
Pacific,  and  I  got  them  a  loan  on  securities  in  Philadelphia,  I  think, 
for  $600,000,  and  they  elected  Mr.  George  M.  Pullman  and  myself 
directors.  I  had  done  him  a  favor,  and  I  said,  "  Mr.  Dillon,  you 
have  had  some  Carnegie  rails.  What  is  the  report  ? "  "  Oh,  first 
class ;  splendid  rails,  Mr.  Carnegie."  "  I  want  you  to  do  this  for  me : 
Your  people  are  out  there  bidding  on  70,000  tons  of  rails.  I  ask  you 
to  give  me  those  rails,  and  I  will  promise  you  to  take  the  lowest  price 
that  is  bid."    "  All  right,  Carnegie." 

What  is  the  use  of  a  corporation  with  hired  people  fighting  against 
that? 

Take  Butler  Duncan,  who  is  a  fellow  Scotsman.  He  would  no 
more  have  given  anybody  a  rail  but  me  than  anything  in  the  world. 

Take  Huntington ;  you  know  C.  P.  Huntington.  He  was  hard  up 
very  often.  He  was  a  great  pian,  but  had  a  great  deal  of  paper  out. 
I  knew  his  things  were  good.  When  he  wanted  credit,  I  gave  it  to 
him.  If  you  help  a  man  through  that  way,  what  chance  has  any 
paid  agent  going  to  those  men  ?    It  was  absurd. 

Mr.  Beall.  I  notice  in  your  testimony 
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Mr.  Carnegie  (interposing).  Excuse  me  for  being  so  personal, 
Mr.  Beall,  I  can  not  explain  these  things  to  you  except  from  my  own 
personal  experience. 

Mr.  Beall.  In  your  testimony  before  the  Ways  and  Means  Com- 
mitee  two  years  ago  I  find  this  statement : 

If  you  want  to  keep  this  country  ahead  in  steel,  you  can  not  depend  upon 
great  combinations.    In  the  nature  of  the  case  they  become  conservative. 

Mr.  Carnegie.  Quite  true — great  corporations.  I  have  illustrated 
that  to  you;  but  we  became  ourselves  something  of,  well,  not  a  cor- 
poration. I  do  not  think  there  ever  was  a  steel  company  that  re- 
sembled the  Carnegie  Steel  Co.    That  is  my  frank  opinion. 

Mr.  Beall.  I  think  that  opinion  is  shared  pretty  generally,  Mr. 
Carnegie. 

Mr.  Carnegie.  I  went  to  New  York  to  be  at  headquarters.  I  was 
there.  When  there  was  anything  needed,  we  were  there.  We  built 
the  first  overhead  railway  in  New  York.  I  got  the  contract  for  the 
great  bridge.  Take  the  president  of  a  great  corporation  walking  in 
to  see  these  men,  "  Hello,  who  is  this  ?  He  is  here  to-day ;  where 
may  he  be  to-morrow  ?     Out  of  the  State.    He  is  an  employee. 

Take  me  going  to  these  fellows  as  brother  capitalists  that  had 
helped  them  and  asking  them  to  give  me  a  preference,  and  it  was 
good  business  for  them  to  do  it. 

Mr.  Beall.  In  your  experience  in  the  steel  business  you  went 
through  a  good  many  periods  of  pretty  active  and  severe  competi- 
tion, did  you  not? 

Mr.  Carnegie.  I  do  not  think 

Mr.  Beall,  Fierce  competition? 

Mr.  Carnegie.  Oh,  no ;  not  fearful  competition. 

Mr.  Beall.  From  1880  to  1890  there  was  a  good  deal  of  competi- 
tion in  your  business,  was  there  not  ? 

Mr.  Carnegie.  Oh,  yes;  competition. 

Mr.  Beall.  From  1890  to  1900  there  was"  pretty  severe  competition  ? 

Mr.  Carnegie.  Yes;  certainly.  But  do  you  notice  that  the  Car- 
negie Steel  Co.  was  always  making  money  ? 

Mr.  Beall.  Is  it  not  a  fact  that  the  existence  of  that  keen  compe- 
tition was  always  a  spur  to  the  Carnegie  Steel  Co.  or  the  Carnegie 
Co.  (Ltd.)  to  try  to  improve  the  methods  and  try  to  cheapen  produc- 
tion and  try  to  extend  the  market  ? 

Mr.  Carnegie.  Everything. 

Mr.  Beall.  In  order  that  they  might  be  the  masters  in  that  contest 
of  competition? 

Mr.  Carnegie.  Undoubtedly,  Mr.  Beall.    We  were  in  a  race. 

Mr.  Beall.  When  you  are  in  a  race  of  that  sort,  is  not  that  the 
very  time  when  the  people  who  are  in  the  race  are  looking  out  for 
this  means  and  that  means  of  improving  and  developing  the  business 
in  which  they  are  engaged  ?• 

Mr.  Carnegie.  Quite  true. 

Mr.  Beall.  In  the  nineties  you  sold  steel  rails  at  $16  a  ton,  I  be- 
lieve, and  made  $1  a  ton  profit  on  them  ? 

Mr.  Carnegie.  That  was  close  business.  I  think  we  never  sold 
rails  at  $16 — this  is  now  from  memory,  remember. 

Mr.  Beall.  Yes. 

Mr.  Carnegie.  You  must  remember  this  is  30  or  40  years  ago. 
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I  remember  once  that  Mr.  Gates,  then  president  of  the  Chicago 
mills,  broke  agreements  that  we  had  for  rails,  and  sold  rails  at  $16. 
I  happened  to  be  in  Pittsburgh  at  the  time,  and  I  advised  that  we 
should  follow  that  price  and  instruct  our  agents  in  Chicago  to  take 
all  the  rails  they  could  get  at  $16  a  ton.  They  did  so.  Mr.  Gates 
was  president  of  the  company  for  a  year — president  for  a  year  of 
the  Chicago  Rolling  Mill  Co.  He  was  not  president  after  the  next 
1st  of  January.  Judge  Gary,  a  man  of  a  very  different  type,  took 
the  presidency. 

"We  met  all  competition,  and  in  dull  times,  when  the  question  came 
whether  we  should  run  our  mills  at  practically  cost  or  not,_  we  al- 
ways reserved  the  power  to  manage  our  own  business,  giving  our 
competitors  notice  that  we  had  decided  to  run.  And  the  reason  we 
did  that  was  because  we  could  afford  to.  Our  costs  were  lower  than 
others.  Our  organization  enabled  us  to  make  our  rails  or  steel 
cheaper  than  the  corporation. 

Mr.  Beaixi.  I  believe  your  testimony  before  the  Ways  and  Means 
Committee  was  that  you  had  sold  rails  at  $16  and  made  $1  a  ton 
profit,  and  that  you  could  afford,  rather  than  to  curtail  production, 
rather  than  to  throw  your  men  out  of  employment,  rather  than  to 
close  down  some  of  your  mills,  to  sell  the  rails  at  a  profit  of  only  $1. 

Mr.  Caeistegie.  You  have  just  stated,  in  more  compact  and  better 
form,  that  which  I  have  been  trying  to  tell  you. 

Mr.  Beall.  I  would  like  to  have  your  opinion  about  this:  Your 
company  could  afford,  according  to  this  statement,  to  sell  steel  rails 
at  $16  a  ton,  or  at  only  $1  a  ton  profit.  I  will  ask  this  question :  Sup- 
pose the  United  States  Steel  Corporation  to-day  could  get  their  ores 
at  the  same  prices  that  you  paid  for  yours  then,  that  their  labor  cost 
was  no  greater  than  yours  was  then,  and  the  cost  of  manufacture  no 
greater  than  yours  was  then,  could  the  United  States  Steel  Corpora- 
tion to-day  afford  to  make  the  rails  and  sell  them  at  the  price  you 
sold  them  at  then? 

Mr.  Carnegie.  Mr.  Beall,  if  the  conditions  that  the  Carnegie  Co. 
had  were  the  conditions  under  which  the  United  States  Steel  Cor- 
poration was  operating  to-day,  of  course  it  goes  without  saying  they 
would  be  able  to  do  what  we  did.  But  I  do  think  $1  a  ton  on  rails 
would  be.  a  very  poor  return  indeed  upon  the  capital. 

Mr.  Beall.  You  think  a  corporation  with  a  capitalization  of 
$1,400,000,000  could,  with  like  conditions,  do  what  you  did  with  your 
company  during  the  nineties  ? 

Mr.  Carnegie.  With  like  conditions. 

Mr.  Beall.  With  like  conditions? 

Mr.  Carnegie.  That  would  imply 

Mr.  Beall  (interposing).  I  mean  with  like  conditions  as  to  cost  of 
material  and  cost  of  labor. 

Mr.  Carnegie.  Ah !  I  do  not  want  to  express  comparative  opin- 
ions with  other  people  than  ourselves.  It  is  not  nice.  I  have  a  very 
foolish  partiality  and  belief  in  our  own  concern  and  in  our  own  man- 
agement. I  do  not  want  to  be  on  record  as  saying  it  could  or  could 
not  be  done.  I  think  $1  a  toji  on  steel  rails  would  not  be  suflScient  to 
induce  men  to  continue. 

I  will  tell  you  about  steel  rails.  Mr.  Schwab  once  made  a  state- 
ment that  rails  could  be  made  at  $12.     I  added  to  that  $3  for  the 
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charge  upon  capital  and  th&  losses  by  bad  debts  of  the  business  and 
the  risks,  and  I  think  that  was  not  too  high  above  the  mere  labor- 
shop  cost  for  marketing  the  rails  and  running  all  the  risks  of  sale. 
I  think  the  $3  a  ton  which  I  added  was  not  more  than  it  should  be, 
and  that  made  the  cost  what  we  would  figure  $15  a  ton. 

Mr.  Beall.  That  $3  would  be  a  part  of  what  they  call  the  over- 
head charges? 

Mr.  Carnegie.  Yes ;  and  bad  debts  and  capital.  It  is  astounding 
the  amount  of  working  capital  you  must  have  in  a  great  concern.  It 
is  far  more  than  the  cost  of  the  works.  You  have  to  wait  a  month 
or  two  before  you  get  anything  in.  Then  you  get  notes,  sometimes, 
that  you  have  difficulty  in  discounting.  In  short,  my  experience  leads 
me  to  believe  that  $3  a  ton  was  a  fair  charge  to  cover  all  the  con- 
tingencies of  the  business. 

Mr.  YoTJNG.  Did  that  include  depreciation,  Mr.  Carnegie? 

Mr.  Carnegie.  I  do  not  believe  in  depreciation.  I  believe  the 
mills  that  do  not  improve  year  after  year  are  badly  managed. 

Mr.  YoTJNG.  But  it  has  cost  somethmg  all  the  time  to  keep  them 
up  to  standard? 

Mr.  Carnegie.  But  that  is  a  legitimate  cost  of  manufacture. 

Mr.  Young.  Then  you  make  a  charge,  but  you  call  it  something 
else?    You  consider  it  in  your  cost  of  manufacture? 

Mr.  Carnegie.  The  cost  of  repairs  is  one  thing,  but  the  cost  of 
depreciation  is  quite  another.  Every  year  steel  mills  are  idle,  and 
blast  furnaces,  if  they  blow  out,  are  idle  and  are  overhauled.  We 
charge  that  to  repairs.  A  weak  point  is  discovered  in  one  part  of 
an  engine  or  anywhere  else.  We  have  the  improved  part  ready, 
stronger  than  the  one  that  broke.  There  is  where  the  partnership 
comes  in.  Every  man  there  is  interested  in  watching  how  to  make 
the  repairs  that  it  will  not  need  break  again.  So  I  hold  that  our 
plant  increased  in  efficiency  and  in  value  every  overhauling  that  it 
got  every  year. 

Mr.  Gardner.  But  suppose  you  had  to  put  in  new  processes  in 
place  of  the  old  ones? 

Mr.  Carnegie.  Then  there  would  be  a  charge  at  the  time ;  but  how 
soon  is  that  charge  repaid  by  the  decreased  cost  ? 

Mr.  Gardner.  I  am  going  to  ask  this  question:  When  you  said 
that  $1  was  not  a  sufficient  profit,  Aid  you  mean  that  it  would  not 
yield  a  sufficient  profit  to  take  care  of  those  future  improvements; 
or  what  did  you  mean  by  saying  that  ? 

Mr.  Carnegie.  No;  I  think  the  difference  between  an  improved 
piece  of  machinery  that  has  to  be  replaced  and  one  that  you  would 
order  of  the  same  old  style  is  so  startling  that  it  would  never  enter 
into  my  mind. 

Mr.  Gardner.  Supposing  the  situation  was  such  in  the  steel  trade 
that  you  had  to  replace  all  your  Bessemer  furnaces  with  basic  open- 
hearth  plants? 

Mr.  Carnegie.  Eeplace  blast  furnaces? 

Mr.  Gardner.  If  the  Bessemer  furnaces  aU  had  to  be  replaced 
with  basic  open-hearth  furnaces? 

Mr.  Keed.  Bessemer  converters. 

Mr.  Carnegie.  Mr.  Gardner,  I  think  that  Bessemer  is  not  an  old 
song  yet. 
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Mr.  Gahdneh.  The  testimony  we  have  had  has  been  that  they  are 
very  largely  being  replaced.  I  think  Mr.  Eeed  wUl  probably  bear 
me  out  in  that. 

Mr.  Cabnegie.  Then,  in  that  case  let  me  say  that  is  news  to  me. 
I  did  not  Imow  that.    I  knew  the  tendency 

Mr.  Gardner  (interposing).  I  was  wondering  if  you  did  not  allow 
anything  for  depreciation,  how  in  the  world  a  sum  would  be  accu- 
mulated to  do  that  sort  of  thing. 

Mr.  Carnegie.  Let  me  say,  Mr.  Gardner,  the  concern  that  can  not 
borrow  money  if  it  needed  it  for  that  purpose  is  in  a  bad  way. 

Mr.  Gardner.  Then  they  borrow  money  and  they  have  to  pay  the 
interest  on  that  money? 

Mr.  Carnegie.  Certainly. 

Mr.  Gardner.  Which  has  to  come  out  of  profits  ? 

Mr.  Carnegie.  Yes ;  but  the  difference  would  be  so  small  and  the 
interest  on  that  amount  is  so  little,  it  would  not  amount  to  much.  For 
instance,  suppose  a  concern  is  making  a  million  dollars  a  month — we 
made  $40,000,000  in  one  year — what  difference  does  it  make  to  that 
firm  whether  it  spends  $500,000  or  $600,000? 

Mr.  Gardner.  It  is  in  evidence  that  has  been  given  before  this 
committee  that  to  put  in  a  modem  steel-rail  plant  costs  $25,000,000; 
that  to  establish  a  modern  steel-rail  plant  costs  $25,000,000  is  the 
evidence  before  this  committee? 

Is  that  correct,  Mr.  Eeed  ? 

Mr.  Eeed,  Sr.  That  is  my  recollection,  Mr.  Gardner. 

Mr.  Carnegie.  I  have  had  no  experience,  gentlemen,  for  10  or  12 
years. 

Mr.  Gardner.  The  interest  on  that  would  be  quite  appreciable? 

Mr.  Carnegie.  Oh,  yes;  but  that  is  the  case  of  a  new  plant.  The 
party  who  throws  away  an  old  plant  to  take  an  improved  plant  as  a 
whole,  of  course,  figures  on  the  reduced  cost  of  production,  which 
would  justify  that.  It  seldom  happens,  I  think,  Mr.  Gardner,  that 
that  occurs.  The  change  is  gradual  from  one  process  to  another. 
There  is  not  a  breakage  of  machinery  as  a  rule  that,  when  you  re- 
place the  broken  part,  you  have  not  replaced  by  a  part  stronger  than 
it  was  before. 

Mr.  Gardner.  But  the  testinjony  has  heretofore  been  that  they 
were  absolutely  obliged  to  relegate  to  the  scrap  heap  their  old  Besse- 
mer converters.  You  are  the  first  person  who  has  testified,  as  I  recol- 
lect, anything  to  the  contrary. 

Mr.  Carnegie.  I  am  glad  I  am  a  pioneer.  I  give  you  my  own  ex- 
perience, and  I  do  not  care  much  what  other  people  think.  You  ask 
me  what  I  think  and  I  tell  you.  I  have  not  had  much  experience  for 
the  last  10  years.  My  experience  is  that  they  do  not  throw  away 
their  whole  plant  and  put  in  the  new  processes.  It  is,  rather,  a  devel- 
opment of  the  old  processes.  Of  course,  as  we  build  open  hearths, 
we  build  the  best  we  can ;  but  I  think  we  are  still  running  the  Besse- 
mer converters. 

Mr.  Eeed,  Sr.  We  are ;  but  Mr.  Gardner  is  right.  We  are  getting 
over  to  the  open  hearth  pretty  fast. 

Mr.  Gardner.  What  is  that  ? 

Mr.  Eeed,  Sr.  You  are  right,  Mr.  Gardner,  I  say.  They  are  mov- 
ing over  to  the  open-hearth  plant.    The  plans  are  now  prepared  for 
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overhauling  the  Edgar  Thomson  plant  and  turning  it  into  the  open- 
hearth  mill. 

Mr.  Carnegie.  I  am  delighted  to  hear  that. 

Mr.  Gardner.  It  seems  to  me  a  very  material  question,  with  refer- 
ence to  the  statement  that  steel  rails  can  be  made  at  $16,  to  find  out 
just  what  is  meant  by  that.  It  is  very  obvious,  if  you  have  your  blast 
furnace  going  anyway,  you  can  afford,  rather  than  to  have  your  mills 
shut  down,  to  make  rails  at  a  great  deal  less  cost  than  would  repay 
you  if  that  was  the  price  you  were  always  going  to  get. 

Mr.  Carnegie.  I  have  stated  to  you 

Mr.  Gardner  (interposing).  Wait  a  minute.  I  want  to  find  out 
whether  that  price  of  $16  that  you  have  testified  that,  in  whatever 
year  it  was — we  will  say  probably  about  1896,  was  it,  or  somewhere 
around  that? 

Mr.  Eeed,  Sr.  1897. 

Mr.  Gardner.  Whenever  Mr.  Gates  was  president  of  the  Chicago 
Rolling  Mills — when  you  testified  you  could  make  rails  with  a  profit 
of  $1 — but  I  wanted  to  know  whether  that  price  of  $16,  if  it  had  been 
a  permanent  one,  would  have  been  a  price  which  was  remunerative. 

Mr.  Carnegie.  I  told  you  it  would  not  be,  Mr.  Gardner. 

Mr.  Gardner.  That  is  what  I  understood  you  to  say.  I  wanted  to 
bring  it  out. 

Mr.  Carnegie.  Certainly. 

Mr.  Gardner.  What  do  you  say  would  have  been  a  remunerative 
price  at  that  time? 

Mr.  Carnegie.  A  remunerative  price,  from  the  standpoint  of  the 
manufacturer,  would  be  a  very  liberal  one. 

Mr.  Gardner.  In  a  highly  competitive  business,  where  you  have 
to  operate,  taking  the  risks  year  in  and  year  out,  good  years  and  bad 
years,  is  $28  an  unreasonable  price  for  steel '  rails  to-day,  in  your 
opinion  ? 

Mr.  Carnegie.  I  think  it  is  a  liberal  price. 

Mr.  Gardner.  Is  $25  a  reasonable  price? 

Mr.  Carnegie.  Really,  I  am  out  of  the  business,  and  I  am  not  going 
to  give  testimony  here  on  that.  That  you  must  find  out  from  others 
than  myself.  I  told  you  our  own  experience,  but  I  do  not  want  to 
sit  here  as  a  critic  upon  my  successors. 

Mr.  Gardner.  All  right. 

At  the  time  when  you  sold  out  to  the  United  States  Steel  Corpora- 
tion was  $28,  in  your  opinion,  a  reasonable  price  then?  That  is, 
within  your  knowledge? 

Mr.  Carnegie.  I  would  like  to  ask  the  judge  about  that.  I  do  not 
remember  what  the  price  of  rails  was  then. 

Mr.  Gardner.  On  all  the  interesting  questions,  Mr.  Carnegie,  I  find 
that  you  are  reluctant  to  give  evidence. 

Mr.  Carnegie.  I  am  reluctant  to  sit  here  as  a  critic  upon  my  suc- 
cessors. 

Mr.  Gardner.  You  are  not  being  asked  to  criticize  your  succes- 
sors. I  am  asking  when  you  were  selling  rails  at  $28  a  ton,  and  when 
you  sold  out  to  the  United  States  Steel  Corporation,  in  your  opinion, 
was  that  a  reasonable  price  ? 

Mr.  Carnegie.  I  think  it  would  have  been ;  but  from  my  best  recol- 
lection  
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Mr.  Gardner  (interposing).  You  have  answered  the  question. 
Judge  Reed  could  not  answer  that  question  for  you. 

Mr.  Carnegie.  It  is  very  seldom  the  judge  can  not  answer  a  ques- 
tion for  me.    [Laughter.] 

Mr.  Gardner.  The  question  is  what  you  think. 

Mr.  Carnegie.  I  have  the  highest  opinion  of  the  legal  mind. 

Mr.  Beall.  That  is  what  you  keep  your  lawyer  for,  to  answer 
questions  ? 

Mr.  Carnegie.  Yes. 

Aren't  you  rather  unreasonable  about  that,  Mr.  Gardner  ? 

Mr.  Gardner.  In  view  of  the  examination  for  the  last  two  days,  I 
do  not  think  I  am,  and  I  will  say  that  frankly.  I  do  not  think  I  am 
unreasonable,  in  view  of  the  examination  of  the  last  two  days. 

Mr.  Carnegie.  Very  well. 

Mr.  Gardner.  I  mean  you  have  been  unable  to  inform  us  about 
the  steel-plates  agreement  and  the  structural-steel  agreement,  which 
you  say  were  conducted  by  other  men;  you  have  been  unable  to  in- 
form us  as  to  the  basis  of  this  book  value — two  of  the  very  most 
important  things.  *And  now,  when  I  ask  you  a  direct  question  as 
to  your  opinion,  you  turn  around  to  your  counsel  and  ask  him  to  tell 
you  what  your  opinion  is. 

Mr.  Carnegie.  I  wish  to  ask  my  counsel — this  might  have  been  a 
boom  in  rails,  with  high-priced  markets,  whicTi  of  course  we  would 
not  have  thought  was  a  situation  where  $28  was  reasonable.  If  steel 
rails  were  selling  above  that,  then  it  is  the  business  of  the  manufac- 
turer to  get  the  highest  price  he  can  get.  I  was  in  business  to  make 
money.  I  was  not  a  philanthropist  at  all.  When  rails  were  high  we 
got  the  highest  prices  we  could  get.  When  they  were  low  we  met 
the  lowest  price  we  had  to  meet.  To  say  what  is  fair  or  unfair — I 
do  not  wish  to  sit  here  as  a  critic  upon  my  successors.  I  am  out  of 
the  business,  and  they  can  tell  you  all  those  things  better  than  I  can. 

Mr.  Gardner.  You  have  answered  my  question — that  you  thought 
that  was  a  fair  rate  at  the  time  you  went  out  of  business,  and  that  nas 
nothing  to  do  with  your  successors. 

Mr.  Carnegie.  Very  good.  And  under  that  proposition,  I  think 
$28  at  any  time  would  give  the  manufacturer  a  fair  profit. 

Mr.  Gardner.  The  question  is,  would  it  give  him  an  unfair  profit? 

Mr.  Carnegie.  I  do  not  think  any  profits  are  unfair,  If  a  man 
wants  my  steel  rails  at  $50  a  ton,  and  he  is  satisfied  to  buy  them  and 
I  to  sell  them,  I  see  nothing  unfair  in  that.    Do  you  ? 

Mr.  Gardner.  It  depends  on  circumstances. 

Mr.  Carnegie.  Ah,  but  you  are  not  answering  my  question. 
[Laughter.]     You  are  a  very  adroit,  able  man,  and  I  know  it. 

Mr.  Gardner.  I  will  answer  you  question  yes,  then. 

Mr.  Carnegie.  I  answered  you  the  same  way,  so  we  are  square. 
I  think,  sir,  if  you  were  in  my  position 

Mr.  Gardner  (interposing).  I  am  not  in  your  position.  I  am 
examining  you,  and  you  are  on  the  stand. 

Mr.  Carnegie.  That  is  right,  sir.  I  wish  we  had  the  places  re- 
versed.   Have  mercy. 

Mr.  Beall.  Mr.  Carnegie,  I  suppose  everybody  would  agree  to  the 
proposition  that  a  partnership  or  corporation  or  anything  else  en- 
gaged in  the  manufacture  of  steel  or  any  other  article  was  entitled  to 
make  a  fair  return  upon  their  investment.     You  stated  that  while 
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you  sold  steel  rails  at  a  profit  of  only  $1,  you  did  not  think  that 
was  a  fair  return  or  a  fair  profit.  I  would  like  to  ask  you — ^not  with 
respect  to  steel  rails  alone,  but  with  respect  to  steel  products  gener- 
ally, such  as  the  Carnegie  Co.  made — ^what  profit  per  ton  while  you 
were  in  the  business  do  you  think  would  have  given  you  a  fair 
margin  of  profit? 

Mr.  Carnegie.  I  can  not  answer  that  question.  I  have  not  the 
slightest  idea;  the  range  of  our  products  was  so  great.  I  can  not 
remember  those  figures. 

.  Mr.  Beall.  I  can  understand  that  while  a  profit  of  one  or  two 
dollars  per  ton  upon  one  product  might  be  a  reasonable  profit,  that 
upon  the  whole  product  it  would  be  wholly  insufficient. 

Mr.  Carnegie.  I  have  answered  Mr.  Gardner  that  I  think  $28  was 
a  fair  profit  for  rails ;  but  as  for  these  innumerable  small  things  that 
were  made,  I  have  no  idea.  We  took  the  market.  We  made  the  mate- 
rial with  little  or  very  little  profit,  but  we  made  material  that  was 
in  demand — where  we  had  an  enormous  profit,  as  you  can  see. 

Mr.  BEAUi.  Do  you  remember  the  tonnage  of  your  production  the 
last  year  the  Carnegie  Co.  operated?    Could  you  approximate  that? 

Mr.  Caene&ie.  No.  I  would  not  like  to  name  it.  I  remember,  if 
my  memory  serves  me  right,  we  came  nearly  to  3,000,000  tons. 

Do  you  know  about  that,  Mr.  Eeed  ? 

Mr.  Reed.  I  think  it  was  between  2,000,000  and  3,000,000  tons. 

Mr.  Carnegie.  I  think  we  approached  3,000,000  tons,  nearly. 

Mr.  Beall.  Could  you  not  give  us  some  idea  as  to  what  you  would 
regard  as  a  fair  average  profit,  whether  it  be  $5  or  $7  or  $8  or  $10  a 
ton? 

Mr.  Carnegie.  No,  sir;  I  do  not  wish  to  do  anything  of  that  kind. 

Mr.  Beall.  In  your  testimony  two  years  ago,  you  took  the  report 
of  the  United  States  Steel  Corporation,  where  the  profits  were 
$160,000,000  upon  a  product  of  10,000,000  tons  of  rails,  $16  a  ton 
average  profit  upon  every  ton  of  steel  that  they  produced.  I  will  ask 
you  if  you  do  not  think  that  is  an  exorbitant  and  excessive  profit  ? 

Mr.  Carnegie.  I  do  indeed,  yes ;  that  is  marvelous. 

Mr.  Beall.  An  outrageous  profit? 

Mr.  Carnegie.  No,  sir.  I  might  justify  the  steel  company  in  get- 
ting every  dollar  it  could  get. 

Mr.  Beall.  To  look  at  it  from  the  standpoint  of  the  people  who 
have  to  consume  steel  products,  don't  you  think  it  was  an  imposition 
upon  them  ? 

Mr.  Carnegie.  I  think  the  people  who  bought  the  product  that  year 
would  have  thought  they  had  paid  a  very  high  price. 

Mr.  Beall.  Don't  you  think  they  did  ? . 

Mr.  Carnegie.  I  said  so. 

Mr.  Beall.  You  said  you  thought  they  did. 

Mr.  Carnegie.  I  want  to  call  your  attention,  Mr.  Gardner,  to  the 
fact  that  in  my  testimony  before  the  Tariff  Commission  I  said  so. 

Mr.  Gardner.  The  Ways  and  Means  Committee?  • 

Mr.  Carnegie.  Yes ;  I  said  so  there. 

Mr.  Beall.  I  just  want  to  get  it  into  this  record.  You  went  into 
that  subject  quite  fully  two  years  ago. 

Mr.  Carnegie.  Yes. 

Mr.  Beall.  I  gathered  from  reading  it  that  you  thought  that  was 
an  exorbitant  profit  of  something  like  $15.50  or  $16  a  ton  upon  every 
ton  of  steel  that  they  produced. 
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Mr.  Cabnegie.  Let  me  say,  if  we  ever  made  anything  like  that— 
the  highest  profit  we  made  in  a  year  was  $40,000,000;  but  I  think 
the  year  following  our  estimates  were  $50,000,000.  I  think  that  is 
what  my  partners  told  me— that  prices  had  gone  higher,  and  that  that 
year  we  would  probably  hare  $50,000,000. 

Do  you  remember  about  that.  Judge  Eeed?  That  is  my  recollec- 
tion. 

But  at  $40,000,000,  say  we  made  3,000,000  tons  that  year,  that  was 
$13  a  ton.    That  was  a  great  year  for  the  steel  manufacturer. 

Mr.  Reed.  Where  do  you  get  your  figures  of  $160,000,000  earnings? 

Mr.  Beall.  I  am  quoting  from  Mr.  Carnegie. 

Mr.  Carnegie.  He  is  quite  right. 

Mr.  Beall.  Page  1871  of  the  hearings  before  the  Ways  and  Means 
Committee,  in  a  note,  as  I  figure  it  out,  he  gives  it  as  $160,000,000. 

Mr.  Reed.  For  what  year? . 

Mr.  Beall.  For  the  year  1907,  I  suppose  it  was.  This  testimony 
was  given  in  1908. 

Mr.  Reed.  The  figures  as  to  tonnage  struck  me  as  being  erroneous 
also.  For  example,  in  1909  or  1910,  the  only  figures  I  have  available, 
the  tonnage  was  13,300,000  for  1909  and  14,170,000  for  1^10. 

Mr.  Beall.  I  am  simply  using  the  figures  given  by  Mr.  Carnegie. 
I  assumed  they  were  correct,  and  he  gives  the  total  tonnage  for  the 
year  1907. 

The  Chairman.  I  think  Mr.  Reed  misapprehends  the  issue.  We 
are  not  trying  the  verity  of  the  report,  but  we  are  examining  Mr. 
Carnegie  about  statements  that  he  made  at  that  time. 

Mr.  Reed.  I  did  not  want  to  let  the  statement  go  unchallenged  that 
the  corporation  was  making  $16  a  ton,  because  my  information  was 
quite  to  the  contrary. 

Mr.  Beall.  It  would  affect  the  value  of  this  testimony  here  if  the 
premises  upon  which  Mr.  Carnegie  gave  his  testimony  m  1908  were 
not  correct.  I  concede  that ;  but  I  did  not  investigate.  I  supposed 
he  had  the  report  before  him. 

Mr.  Carnegie.  I  think  you  will  find  the  Steel  Co.'s  report  showed 
that  year  $168,000,000  of  profit. 

Mr.  Beall.  On  page  1788  you  say : 

Judge  Gary  has  just  read  his  annual  report  as  director,  and  he  shows 
$158,000,000  of  profit,  an  average  of  $15.50  on  every  ton  of  steel  he,  sold,  and 
what  do  you  think  of  that? 

That  division,  carried  out,  would  show  about  10,000,000  tons.  On 
page  1871  and  the  succeeding  pages  you  go  into  an  extended  explana- 
tion and  analysis  of  this  report  of  the  United  States  Steel  Corpora- 
tion. 

I  want  to  ask  about  another  thing,  Mr.  Carnegie.  Judge  Gary, 
when  he  was  before  the  committee  some  time  ago,  suggested  the  idea 
that  the  age  of  competition  had  passed  and  that  now  it  would  be  nec- 
essary for  some  governmental  function  to  intervene  for  the  purpose 
of  adjusting  the  relations  between  these  big  corporations  and  the  con- 
sumers, even  to  the  extent  of  fixing  the  price.  I  thought  he  was  a 
pioneer  in  that  field  of  suggestion,  but  I  find  that  you  anticipate  him 
by  about  two  years  ? 

Mr.  Carnegie.  Yes. 
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Mr.  Beall.  Commencing  on  page  1822  of  the  hearings  before  the 
Ways  and  Means  Committee,  you  make  this  statement  : 

It  seems  Inevitable  that  we  are  to  give  a  trial  to  abolish  competition  and 
depend  upon  the  Government  to  fix  prices,  because  that  is  inevitable,  the  most 
momentous  departure  that  the  world  has  ever  seen. 

Mr.  Carnegie.  In  manufacture;  I  meant  in  manufacturing,  the 
most  momentous  event. 

Mr.  Beall.  I  would  like  to  have  your  opinion,  after  two  ad- 
ditional years  of  reflection  and  consideration. 

The  Chairman.  While  you  are  answering  that  question,  I  would 
like  to  call  your  attention  to  a  statement  made  in  the  North  Ameri- 
can Keview  for  February,  1889,  in  an  article  entitled  "The  bugaboo 
of  the  trusts,"  written  by  yourself.  In  that  article  you  say,  speak- 
ing of  competition : 

Such  is  the  law,  such  has  been  the  law,  and  such  promises  to  be  the  law  for 
the  future;  for,  so  far,  no  device  has  yet  been  devised  that  has  permanently 
thwarted  its  operation,  given  freedom  of  competition,  and  all  combinations 
or  trusts  that  attempt  to  exact  from  the  consumer  more  than  a  legitimate  re- 
turn upon  capital  and  services  write  the  charter  of  their  own  defeat.  We  have 
many  proofs  that  this  great  law  does  not  sleep,  and  that  it  will  not  be  sup- 
pressed. Some  time  ago,  as  I  have  stated,  the  steel-rail  manufacturers  of 
Europe  formed  a  trust  and  advanced  the  price  of  rails  to  such  an  extent  that 
American  manufacturers  were  able  for  the  first,  and,  perhaps,  for  the  last 
time,  to  export  steel  rails  to  Canada  iri  competition  with  the  European.  But  the 
misunderstandings  and  quarrels,  inseparable  from  these  attempted  unions  of 
competitors,  soon  broke  the  trust.  With  vindictive  feelings,  added  to  what 
was  before  business  rivalry,  the  struggle  was  renewed,  and  the  steel-rail  in- 
dustry of  Europe  has  never  recovered.  It  -was  found  that  the  advance  of 
prices  had  only  galvanized  into  life  concerns  which  never  should  have  at- 
tempted to  manufacture  rails;  and  so  that  trust  died  a  natural  death. 

A^ain,  you  say : 

It  is  not  in  the  power  of  man  to  exact  for  more  than  a  brief  season,  and  a 
very  brief  season,  indeed,  unusual  profit  up(Jn  actual  capital  invested,  either  in 
transportation  or  "manufacture,  so  long  as  all  are  free  to  compete,  and  this 
freedom,  it  may  safely  be  asserted,  the  American  people  are  not  likely  to 
restrict. 

The  article  is  signed  "Andrew  Carnegie." 

Do  you  hold  those  views  now? 

Mr.  Carnegie.  Yes;  and  don't  you  think  those  are  pretty  good 
views  ? 

The  Chairman.  I  think  those  views  ought  to  be  written  on  tablets 
and  placed  in  every  library  that  you  are  good  enough  to  erect,  as  a 
memorial  of  your  splendid  judgment  at  the  time  you  wrote  them, 
and  your  business  judgment  now,  if  you  still  hold  those  views. 

Mr.  Beall.  And  as  a  memento  of  what  used  to  be. 

The  Chairman.  A  tribute  to  a  dead  age. 

Mr.  Gardner.  Does  that  situation  stiU  continue  in  the  steel 
business? 

Mr.  Carnegie.  Oh,  you  know  it  does  not.  I  believed  that  competi- 
tion would  continue.  I  discovered  that  it  had  ceased.  I  want  to 
faiow,  Mr.  Chairman,  if  the  members  of  your  committee  have  read 
my  views  which  I  sent  to  you  some  time  ago  and  asked  you  to  please 
present  to  them? 

The  Chairman.  As  I  explained  to  you  yesterday,  those  views  are 
printed  now  in  the  hearings,  and  I  have  called  them  to  the  attention 
of  the  committee.    Whether  they  have  read  them  or  not,  I  do  not 
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know.  I  have  a  copy  of  your  communication  here.  This  was  a  com- 
munication written  by  Mr.  Carnegie,  and  I  wanted  to  ask  him  about 
it  when  he  went  on  the  stand.    I  will  ask  Mr.  Carnegie  to  read  this. 

Mr.  Carnegie.  I  think,  gentlemen,  until  you  read  this  that  really 
my  examination  was  begun  at  the  wrong  end.  I  was  informed  by 
the  chairman  that  he  would  like  to  have  me  appear.  I  was  about  to 
sail  for  Europe 

The  Chairman  (interposing).  I  do  not  wish  to  interrupt,  but  will 
you  please  finish  this  phase  of  Mr.  Beall's  examination,  and  then  read 
that  paper? 

Mr.  Carnegie.  Oh,  certainly;  I  beg  your  pardon,  Mr.  Beall. 

Mr.  Beall.  That  is  thoroughly  satisfactory  to  me,  if  you  proceed 
as  you  please;  but  I  would  like  to  have  your  judgment  at  this  time— 
your  opinion  at  this  time — as  to  this  business  situation  to  which  you 
referred  in  1908. 

Mr.  Carnegie.  You  will  find  it  here  in  this  communication  to  the 
chairman. 

Mr.  Beall.  Do  you  believe  the  age  of  competition  has  passed  ? 

Mr.  Carnegie.  I  believe  there  is  no  competition  and  has  not  been. 

Mr.  Beall.  Why?  In  vour  judgment  why  is  there  not  compe- 
tition? 

Mr.  Carnegie.  Because  they  have  been  able  to  sit  down  and  agree 
to  fix  prices  and  to  maintain  them.    That  is  the  reason. 

Mr.  Beall.  In  your  judgment  that  is  the  situation  to-day  that  has 
destroyed  the  competition  and  nullified  this  law  that  you  referred 
to  in  this  article? 

Mr.  Carnegie.  Certainly. 

Mr.  Reed.  May  I  object  to  any  expression  of  opinion  by  the  wit- 
ness as  to  facts  of  to-day  after  he  has  admitted  he  is  not  farftiliar 
with  them?       .  , 

The  Chairman.  The  objection  is  overruled. 

Mr.  Beall.  I  think  he  might  not  be  familiar  with  the  details,  but 
I  do  not  know  anybody  in  this  country,  Mr.  Reed,  that  is  in  any  better 
position,  from  general  knowledge  of  what  has  happened  for  40 
years  in  the  steel  industry,  to  sit  in  judgment  upon  the  question  as 
to  whether  the  condition  of  to-day  is  healthy  and  normal. 

Mr.  Reed.  I  do  not  object  to  Mr.  Carnegie's  capacity  as  an  expert 
to  form  judgment  on  the  facts;  but  I  simply  base  my  objection  on 
the  ground  that  he  has  already  said  he  did  not  know  the  facts  of 
to-day. 

Mr.  Carnegie.  Some  facts  I  do  not  know  of  to-day,  and  others  are 
patent  to  the  world. 

Mr.  Beall.  That  is,  you  do  not  know  when  they  meet  or  how  they 
agree,  but  you  can  read  signs  that  prove  to  your  mind  that  they  meet 
somewhere  and  somewhere  agree. 

Mr.  Carnegie.  That  is  obvious,  I  think,  to  the  least  intelligent 
reader  of  the  newspapers,  and  yet  I  think  it  is  not  denied. 

Mr.  Beall.  How,  m  your  judgment,  would  that  condition  best  be 
obviated  and  avoided? 

Mr.  Carnegie.  This  is  the  answer,  this  paper  here  that  has  been 
lying  before  you  since  the  26th  of  October.  I  prepared  this  before  I 
was  subpoenaed.  I  had  no  idea  of  ever  being  subpoenaed,  because  I 
had  nothing  to  do  with  the  change  since  I  sold.  I  sat  down  and  pre- 
pared this  carefully. 
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The  Chairman.  I  desire  to  say  that  Mr.  Carnegie  requested  me  to 
take  this  statement  in  lieu  of  his  appearance.  I  did  not  feel  that  the 
committee  should  possibly  forego  the  pleasure  of  hearing  Mr.  Car- 
negie, and  felt  the  country  was  entitled  to  get  his  views  fully,  and  for 
that  reason  I  advised  Mr.  Carnegie  that  it  would  be  better  for  him  to 
present  this  in  person,  which  he  had  written,  at  the  time  that  he  ap- 
peared, rather  than  to  put  it  in  the  record  in  anticipation  of  his 
testimony. 

Mr.  Eeed.  Mr.  Beall,  may  I  suggest  a  question?  I  would  suggest 
that  you  inquire  of  Mr.  Carnegie  whether  his  opinion  that  prices  are 
noW;  regulated  by  agreement  is  affected  in  any  way  by  the  well- 
known  demoralization  of  steel  prices  since  last  May  ? 

Mr.  Beall.  I  have  no  objection,  Mr.  Eeed. 

For  the  accommodation  of  Mr.  Reed,  Mr.  Carnegie,  I  would  be 
glad  to  have  you  answer  the  question ;  you  have  heard  it. 

Mr.  Carnegie.  I  do  not  Imow  of  the  demoralization  that  has  oc- 
curred since  last  May. 

The  Chairman.  Do  you  know  that  in  steel  rails  there  has  been  a 
great  decline  in  price  ? 

Mr.  Carnegie.  Steel  rails,  as  I  explained  to  you,  Mr.  Chairman, 
are,  in  my  opinion,  a  thing  by  itself,  and  1  would  strongly  advise  your 
committee  to  study  that  question  well.  I  do  not  believe  you  will 
ever  be  able  to  substitute  a  more  satisfactory  arrangement  than  to 
let  a  few  consumers  of  steel  rails — they  are  very  few  and  in  large 
systems — arrange  with  the  manufacturers  upon  prices  mutually 
satisfactory. 

The  Chairman.  Are  we  not  all  consumers  of  steel  rails? 

Mr.  Carnegie.  You  are  all  consumers  of  steel  rails. 

The  Chairman.  And  steel  rails  are  now  consuming  all  of  us,  are 
they  not,  in  a  way  ? 

Mr.  Carnegie.  I  do  not  go  that  far.  I  really  do  not  know  what 
prices  they  are  charging  for  steel  rails. 

The  Chairman.  $28  a  ton. 

Mr.  Carnegie.  Ah ! 

Mr.  Reed.  The  chairman  means  that  iron  has  entered  into  his 
soul. 

The  Chairman.  Into  my  pocket,  and  into  your  soul,  Mr.  Reed. 

Mr.  Carnegie.  I  will  just  repeat  that  I  think  $28  is  not,  to-day, 
an  excessive  price,  and  the  railroads  are  willing,  apparently.  They 
fix  that  rate,  and  they  are  willing  to  pay  it,  and  the  seller  is  willing 
to  sell  at  that  price.  I  am  not  prepared  to  say  that  if  steel  rails 
have  fallen  the  railroads  should  not  reduce  prices.  At  the  time  this 
statement  was  prepared  I  think  it  was  a  fair  price — liberal,  -very 
liberal,  to  the  rail  manufacturers. 

The  Chairman.  I  do  not  mean  to  interrupt  Mr.  Beall's  interroga- 
tion of  you,  Mr.  Carnegie;  I  wanted  to  ask  about  the  price,  not  the 
reason. 

Mr.  Beall.  I  have  not  had  the  privilege  of  inspecting  that  state- 
ment of  your  views.  I  just  asked  if  it  is  along  the  line  suggested 
by  this  statement  before  the  Ways  and  Means  Committee? 

Mr.  Carnegie.  Yes,  sir. 

Mr.  Beall.  I  will  ask  if  your  solution  of  the  question  now  is  along 
the  same  lines  suggested  by  you  before  the  Ways  and  Means  Com- 
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mittee — regulation  by  the  Government — the  assumption  of  authority 
by  the  Government  to  fix  and  regulate  prices  ? 

Mr.  Cahnegie.  Yes,  sir. 

Mr.  Beall.  Don't  you  think  that  is  a  very  unfortunate  condition? 

Mr.  Caknegie.  Maximum  prices,  you  understand;  not  all  prices. 

Mr.  Beall.  You  believe  the  stage  has  been  reached  when  it  is 
necessary  for  the  Federal  Government  to  come  in  and  fix  a  inaximum 
price  and  say  to  these  concerns  engaged  in  manufacturing,  "  You 
shall  not  go  beyond  this  maximum  price  ?  " 

Mr.  Cabnegie.  I  think  the  hour  has  arrived  when  that  is  neces- 
sary; and  I  point  to  the  Interstate  Commerce  Commission,  which 
has  brought  order,  peace,  and  justice  out.  of  chaos  in  railroading 
which,  as  I  have  said  to  you  before,  was  worse  than  anything  I 
have  seen  in  industrialism. 

Mr.  Beall.  Do  you  draw  any  distinction  between  a  corporation 
like  a  railroad  corporation,  a  great  public  corporation,  and  one  of 
these  industrial  corporations? 

Mr.  Carnegie.  Not  if  the  industrial  corporations  combine  and 
make  an  arbitrary  price.    I  see  no  difference. 

Mr.  Beall.  Is  it  not  a  fact  that  the  reason  you  are  now  suggesting 
this  appeal  to  the  Government  is  that  in  the  last  10  or  12  years  we 
have  witnessed  such  a  growth  in  these  great  corporations  that  they 
have  now  grown  so  strong  and  so  great  that  it  is  the  Government,  and 
the  Government  alone,  that  is  strong  enough  to  face  them  upon  the 
battle  field? 

Mr.  Carnegie.  That  is  my  opinion. 

Mr.  Beall.  That  the  only  agency  that  can  control  them,  that  can 
combat  with  them,  is  the  power  of  the  Federal  Government? 

Mr.  Carnegie.  That  is  my  opinion,  and  it  is  not  recently  formed. 

Mr.  Beall.  And  that  before  corporations  of  this  kind  and  combi- 
nations of  this  kind,  both  existing,  as  you  think,  the  consumers  of 
this  country  are  absolutely  helpless? 

Mr.  Carnegie.  Yes;  they  at  the  mercy 

Mr.  Beall  (interposing).  They  are  at  the  mercy  of  these  corpora- 
tions ? 

Mr.  Carnegie.  Certainly.  You  will  find  this  as  strongly  stated  as 
I  can  state  it  in  this  statement  which  I  have  prepared. 

Mr.  Reed.  I  do  not  think  Mr.  Carnegie  heard  your  last  question — 
at  the  mercy  of  the  Steel  Corporation? 

Mr.  Beall.  I  did  not  say  at  the  mercy  of  the  Steel  Corporation. 
I  said  at  the  mercy  of  these  big  corporations. 

Mr.  Reed.  I  misunderstood  you. 

Mr.  Carnegie.  I  have  one  paragraph  here  in  this  statement  thnt 
answers  that  question. 

Mr.  Beall.  I  would  be  greatly  obliged  to  you  if  you  will  read  it. 
I  think  it  will  be  interesting  and  instructive  to  the  committee. 

Mr.  Carnegie.  I  think  so.  It  will  show  my  convictions  on  the 
matter,  with  an  earnest  desire  to  recommend  what  I  think  best  for 
my  country. 

(Mr.  Carnegie  here  read  the  statement  which  appears  in  yester- 
day's proceedings  at  page  2345,  and  by  direction  of  the  chairman  is 
not  reproduced  at  this  point.) 

Mr.  Carnegie  (after  concluding  the  reading  of  the  statement). 
Those  are  my  views,  and  they  are  not  changed  at  this  time. 
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The  Chairman.  Mr.  Carnegie,  you  plead  there  very  eloquently  for 
the  greatest  leniency  to  these  men  who  have  violated  these  vital  and 
fundamental  laws  of  competition  which  affect,  as  you  say,  the  wel- 
fare, the  prosperity,  and  the  development  of  an  empire.  You  have 
spoken  of  the  fact  that  you  did  not  know,  when  you  were  in  this 
business;  that  it  never  entered  into  your  head  that  your  company 
was  violating  the  law  when  they  entered  into  these  various  pooling 
agreements ;  that  your  counsel  never  mentioned  to  you  the  fact  that 
those  agreements  were  morally  wrong,  industrially  pernicious,' and 
illegal  against  the  letter  and  spirit  of  the  law. 

Do  you  not  believe  that  if  in  the  future  the  punitive  part  of  that 
law  were  rigorously  enforced  and  some  man  who  had  brought  all 
this  misery  and  chaos  upon  his  country  by  violating  these  laws  was 
severely  punished,  was  incarcerated,  that  then  that  incarceration 
would  bring  to  the  minds  of  all  his  brother  millionaires  the  heinous- 
ness  of  his  offense  and  the  danger  of  his  indifference  to  the  law,  be- 
cause a  lack  of  knowledge  of  it  is  not  an  excuse  under  the  law  for 
its  violation? 

Mr.  Carnegie.  Mr.  Chairman,  it  is  true  in  law  that  ignorance  of 
the  law  is  no  excuse  for  its  violation ;  but  I  think  morally  the  man 
who  breaks  a  law  innocently,  not  thinking  he  is  doing  any  harm,  is 
to  be  viewed  with  very  great  consideration  if  he  erred,  not  against 
his  principles,  but  if  he  committed  an  error  or  a  crime  unlaiowingly. 
It  makes  all  the  difference  in  the  world  between  an  honest  man  and 
a  rogue. 

The  Chairman.  But,  Mr.  Carnegie,  you  say  that  it  is  wrong  to 
interfere  with  the  natural  laws  of  competition.  You  speak  most 
ably  and  most  eloquently,  and  I  approve  of  what  you  say.  You  use 
language  more  strong  and  classical  and  forceful  than  I  can  in  de- 
fending the  far-reaching,  and  baneful  effects  of  the  contracts  in  re- 
straint of  trade  that  may  be  carried  out.  It  may  be  possible  that 
the  men  who  made  those  contracts  did  not  know  they  were  illegal, 
but  is  it  possible  that  they  could  not  have  known  that  they  were 
pernicious,  that  they  were  injurious,  and  that  they  were  morally 
despicable,  morally  reprehensible? 

Mr.  Carnegie.  In  those  days  of  competition,  Mr.  Chairman,  it  was 
a  struggle  for  survival,  and  men  were  very  prone  to  think  that  as 
long  as  they  did  not  violate  the  law  they  could,  do  what  their  neigh- 
bors did.  I  agree  with  you,  as  you  say,  and  I  agree  with  your 
views,  but  I  do  know  men  of  the  highest  position  about  whom  I 
could  not  believe  those  things.  I  think  of  some  of  the  gentlemen 
in  Philadelphia — Samuel  L.  Felton,  one  of  the  leading  citizens.  I 
think  of  Mr.  John  M.  Kennedy.  Those  men  sat  and  distributed  the 
rails  among  the  various  companies,  representatives  of  the  companies 
thoro,  with  the  approval  of  the  sellers  of  the  rails,  but  the  moment 
it  had  occurred  to  them  they  were  breaking  a  law,  they  would  not 
have  done  it,  and  I  think  to  punish  such  men  vindictively  would 
be  a  mistake. 

The  Chairman.  Oh,  no,  not  vindictively.  I  would  not  make 
thom  victims,  nor  would  I  make  of  them  a  sacrifice.  I  rather  would 
make  them  an  atonement. 

Mr.  Carnegie.  According  to  the  atonement?  I  thought  the  atone- 
ment was  a  relief  from  punishment.  The  word  "  atonement "  is 
just  the  word  I  would  mention,  and  my  understanding  of  the  atone- 
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ment  was  that  we  were  forgiven  our  sins.  [Laughter.]  Do  not 
laugh,  gentlemen.  When  I  am  so  serious  about  this,  you  should  not 
laugh.  Put  on  a  grave  countenance,  Mr.  Chairman,  ihere  is  a 
great  lesson  in  that  religious  doctrine  I  have  just  preached  to  you  at 
this  moment.     The  atonement  means  the  forgiveness  of  sms. 

The  Chair^ian.  It  sometimes  means  satisfaction  for  it,  does  it 
not? 

Mr.  Carnegie.  Oh,  no.  Do  not  speak  of  the  atonement  m  that 
way. 

The  Chairman.  I  am  not  speaking  of  a  vicarious  atonement. 
You  are  speaking  of  one  atonement,  and  I  am  speaking  of  another. 

Mr.  Carnegie.  I  choose  to  take  your  atonement,  Mr.  Chairman. 

The  Chairman.  I  have  no  objection. 

Mr.  Carnegie.  Oh,  no,  gentlemen;  give  up  vindictive  feelings 
against  the  men  who  sinned  for  lack  of  knowledge,  and  let  me  tell 
you  something.  I  meet  a  great  many  men  in  the  steel  business,  and 
they  talked  this  matter  over  for  a  few  minutes  with  me.  There  is 
not  one  that  does  not  express  a  desire  for  just  such  regulation.  Judge 
Gary  did  not  believe  in  the  Government  control  in  everything  I 
think,  at  first ;  but  consideration  and  study  has  brought  him  to  give 
you  such  testimony  as  he  has  recently  given. 

The  Chairman.  Does  it  not  occur  to  you  that  Judge  Gary's  anxiety 
to  have  his  hands  tied  might  lead  a  suspicious  man — and  I  am  not 
a  suspicious  man — to  apprehend  that  the  bond  would  not  hurt  to 
restrain  him  which  he  sought  so  earnest^? 

Mr.  Eeed.  Suspicion  would  be  averted  by  the  knowledge  of  the 
fact  that  Judge  Gary  was  the  cause  of  the  abandonment  of  those 
pools  away  back  in  1904. 

The  Chairman.  And  the  institution  of  the  Gary  dinner.  [Laugh- 
ter.] 

Mr.  Eeed,  Sr.  A  most  Christianizing  influence.     [Laughter.] 

Mr.  Carnegie.  Whatever  all  this  trouble,  there  is  to  emerge  a  state 
of  affairs  far  more  satisfactory  to  all  the  classes  of  labor  and  capital 
than  ever  before  existed,  and  the  Eepublic  is  to  lead  the  way  in  that. 
Germany  can  take  her  course ;  Germany  allows  everything  which  you 
are  now  justly  condemning.    We  are  right  and  Germany  is  wrong. 

The  Chairman.  Proceed,  Mr.  Beall. 

Mr.  Beall.  Mr.  Carnegie,  is  it  your  opinion  that  if,  about  15  years 
ago,  the  criminal  feature  of  the  Sherman  antitrust  law  had  been 
applied  vigorously  to  some  of  these  high  priests  in  the  manufactur- 
ing world,  the  condition  you  complain  about  now  and  this  extreme 
remedy  which  you  think  will  have  to  be  invoked  could  have  been 
avoided  ? 

Mr.  Carnegie.  If  you  will  date  that  question  from  the  time  we 
established  an  Interstate  Commerce  Commission,  I  will  say  yes. 

Mr.  Beall.  You  speak  of  people  during  all  this  lapse  of  years 
violating  the  Sherman  antitrust  law  innocently.  Do  you  not  think 
if  that  criminal  feature  of  it  had  been  vigorously  enforced  some 
philanthropist  would  have  hastened  to  establish  night  schools  for 
millionaires  to  instruct  them  in  regard  to  what  was  or  what  was  not 
the  law?     [Laughter.] 

Mr.  Carnegie.  That  is  a  violent  supposition,  and  I  wonder  that 
you  did  not  suggest  Sunday  schools  rather  than  night  schools. 
[Laughter.] 
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Mr.  Beall.  I  think  it  would  be  entirely  appropriate  for  them  to 
attend  Sunday  schools  as  well.  Eighteen  hundred  and  eighty-nine 
is  only  22  years  away.  In  that  statement  which  you  read  a  moment 
ago  you  recanted  everything  that  you  said  in  this  article  on  "The 
bugaboo  of  the  trusts." 

Mr.  Carnegie.  I  did,  sir.  I  had  no  idea  that  the  American  people 
would  ever  allow  such  combinations  as  now  exist,  and  I  do  not  think 
they  will  allow  them. 

Mr.  Beall.  You  say  in  this  article: 

The  combination  or  trust  has  but  a  short  season  longer  to  run.  Then  some 
other  equally  Tain  device  may  be  expected  to  appear  when  the  next  period  of 
depression  arises.  But  there  is  not  the  slightest  danger  that  serious  injury 
can  result  to  sound  principles  of  business  from  any  or  all  of  these  movements. 
The  only  people  that  have  reason  to  fear  trusts  are  those  foolish  enough  to 
enter  into  them.  The  consumer  and  the  transporter,  not  the  manufacturer  and 
the  railway  owner,  are  to  reap  the  harvest. 

Mr.  Carnegie.  Quite  true;  that  is  what  I  thought  at  that  time. 
I  never  believed  that  the  people  would  permit  combinations  without 
regulation. 

Mr.  Beauj.  And  yet  in  22  years  conditions  have  so  changed  that 
you  are  now  recanting  everything  that  is  in  this  article  ? 

Mr.  Carnegie.  I  think  so. 

Mr.  Beall.  And  yet  during  21  years  of  that  time  we  have  had  on 
our  statute  books,  our  Federal  statute  books,  a  law  forbidding  the 
very  condition  that  has  grown  up  and  thrived  during  that  time. 

Mr.  Carnegie.  Tell  me  the  date  at  which  that  was  established. 

Mr.  Beall.  1890,  the  2d  day  of  July,  the  Sherman  antitrust  law. 

Mr.  Carnegie.  When  did  the  Supreme  Court  state  that  it  was 
lawful? 

Mr.  Beall.  They  have  never  stated  it  was  unlawful. 

Mr.  Beed.  In  the  Knight  case,  in  1895,  they  held  it  did  not  apply 
to  manufacturers  within  a  State. 

The  Chairman.  The  Supreme  Court  has  never  passed  upon  the 
Ten  Commandments;  ought  we  to  obey  them,  Mr.  Carnegie? 

Mr.  Beall.  That  was  5  years  after  its  passage,  and  that  was  17 
years  ago  that  the  Supreme  Court  passed  upon  it. 

Mr.  Eeed.  In  1895  my  recollection  is  they  held  it  did  not  apply  to 
manufacturing  within  a  State,  and  that  impression  continued  until 
the  decision  in  the  Standard  Oil  case. 

Mr.  Gardner.  Did  not  the  presumption  exist  that  the  law  meant 
what  it  said  from  the  time  the  law  was  passed  ? 

Mr.  Reed.  The  presumption  was  somewhat  weakened  by  the  de- 
cision in  the  Knight  case. 

The  Chairman.  But  it  was  strengthened  by  the  decision  in  the 
Addyston  Pipe  case. 

Mr.  Carnegie.  Do  you  really  expect  men  engaged  in  an  active 
struggle  to  make  a  living  at  manufacturing  to  be  posted  about  laws 
and  their  decisions,  and  what  is  applied  here,  there,  and  everywhere? 

Mr.  Beall.  Mr.  Carnegie,  do  you  expect  men  living  out  on  the 
farms,  the  little  merchant  in  the  town,  the  men  who  run  the  railroad 
trains,  the  men  who  work  in  the  factories,  to  keep  posted  as  to  what 
the  law  is? 

Mr.  Carnegie.  No. 
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Mr.  Beall.  Would  you  excuse  a  violation  of  the  law  by  a  man  be- 
cause he  did  not  know  what  it  was? 

Mr.  Caenegie.  If  the  man  was  ignorant,  there  is  no  moral  offense. 
There  may  be  a  legal  offense,  but  the  man  whose  conscience  is  clear 

and  who  says,  "  I  did  no  wrong  knowingly  " 

Mr.  Gardner  (interposing).  Have  you  portrayed  the  true  situa- 
tion in  saying  these  manufacturers  were  not  cognizant  of  the  law 
and  did  not  have  their  counsel  at  their  elbows  all  the  time  during 
these  pooling  agreements  ? 

Mr.  Carnegie.  I  am  delighted  you  put  the  onus  on  the  counsel. 
They  ought  to  be  informed. 

Mr.  Gardner.  I  asked  if  you  were  correct  in  portraying  the  situa- 
tion as  one  where  these  unfortunate  manufacturers  had  no  legal  ad- 
visors to  tell  them  what  they  hoped  the  law  would  be? 
Mr.  Carnegie.  They  may  have  had  legal  advice,  some  of  them. 
Mr.  Gardner.  Did  you  not  have  legal  advice? 
Mr.  Carnegie.  I  believe  you  can  take  the  foremost  citizens  en^ 
gaged  in  industrial  pursuits  throughout  this  land  and  put  them  on 
the  stand  and  they  will  swear,  as  I  swear  to  you,  that  I  had  no 
idea  that  the  Sherman  law  interfered  with  anything  my  partners 
were  doing.     Ignorance,  you  may  say ;  yes ;  but  it  is  true. 

Mr.  Gardner.  You  say  your  partners.  You  mean  your  partners 
and  yourself?     You  were  one  of  the  partners? 

Mr.  Carnegie.  I  said  myself.     I  am  not  going  to  speak  for  my 
partners,  Mr.  Gardner.     I  have  enough  to  do  to  speak  for  myself. 
Mr.  Gardner.  I  was  asking  about  yourself,  and  you  replied  about 
your  partners. 

Mr.  CARNEcrE.  I  said  I  did  not  know  about  the  Shermnn  law,  and 
I  never  did ;  nor  did  I  suspect  that  it  had  any  bearing  upon  anything 
we  were  doing. 

The  Chairman.  It  did  not  have,  did  it?     It  had  no  bearing  on 
anything  you  did? 
Mr.  Carnegie.  I  am  very  glad  you  say  so. 

Mr.    Gardner.  What   is   the   date   of   that   article    on   the   trust 
question  ? 
Mr.  Beall.  1889. 

According  to  your  statement  here,  the  Sherman  antitrust  law, 
intended  to  prevent  this  very  condition,  was  on  the  statute  boolcs 
something  liJce  20  years  before  it  was  in  your  judgment  at  all 
effective.  Suppose  you  passed  the  kind  of  law  that  you  suggested, 
how  long  would  it  take  for  the  manufacturers  to  become  advised 
as  to  the  existence  of  that  law,  and  reach  the  point  where  they  were 
willing  to  yield  obedience  to  it? 

Mr.  Carnegie.  I  think  there  you  assume  that  the  Sherman  law 
was  the  law  that  specified  so  clearly  manufacturers  that  he  -w^ho  runs 
might  read,  and  it  was  brought  home  to  them.  After  this  question 
hns  arisen,  after  your  committee  has  sat  here,  and  there  will  be  legis- 
lation, I  think  every  manufacturer  in  the  United  States  will  be  on 
the  alert.  He  will  expect  laws  under  which  he  is  to  live,  and  he  will 
honorably  obey  them. 

As  I  know  manufacturers,  they  are  as  anxious  as  any  other  body  of 
citizens  to  obey  the  law. 

Mr.  Gardner.  But  it  is  pretty  difficult  for  them  to  find  out  what 
the  law  is? 


UNITED   STATES   STEEL,  COBPOBATION.  '  2435 

Mr.  Carnegie.  Is  not  that  the  fault  of  the  legal  advisers? 

Mr.  Gardner.  I  would  have  to  put  that  responsibility  upon  the 
legal  advisers  of  the  Carnegie  Co. 

Mr.  Carnegie.  But  even  as  you  speak  that  there  is  that  irresistible 
smile  of  yours  that  comes  over  your  face,  I  notice. 

Mr.  Gardner.  It  is  simply  infectious ;  I  caught  it  from  you. 

Mr.  Carnegie.  Let  us  smile,  and  smile  together. 

The  Chairman.  But  not  be  a  villain  still? 

Mr.  Carnegie.  I  draw  the  line 'there.  You  may  be  a  little  further 
advanced. 

But,  gentlemen,  in  all  earnestness,  seek  not  vindictive  punishment 
upon  respectable  citizens  who  would  no  more  break  the  law  than  you 
would.  That  is  all  I  plead  for.  It  is  not  punishment  of  men  who  did 
not  suspect  the  situation  that  you  want.  My  early  days  were  spent 
largely  in  Philadelphia,  and  I  know  our  dear  old  Quaker  friends  well. 
There  was  Joseph  Wharton,  for  instance.  He  sat  there  as  a  director 
in  the  Cambria  Iron  Co.  You  all  know  Joseph  Wliarton.  Samuel 
Felton  is  another.  Those  are  my  fathers  in  Israel.  That  is  what 
made  me  a  pretty  good  man,  just  getting  association  with  that  kind 
of  men ;  and  to  think  they  were  willfully  trying  to  violate  the  law — 
well,  you  could  not  get  a  man  in  Philadelphia  to  believe  it. 

Mr.  Sterling.  There  were  pretty  prominent  attorneys  in  this 
country  in  the  early  history  ot  the  anti-Sherman  law  that  did  not 
think  it  had  any  force,  anyhow,  were  there  not  ? 

Mr.  Carnegie.  As  to  manufacturers,  he  has  just  stated  it  there. 

Mr.  SiTiiRLiNG.  In  any  field? 

Mr.  Carnegie.  I  could  not  go  so  far  as  that;  I  do  not  know.  I  do 
not  know  what  they  thought  about  it  generally;  but  I  say  Mr.  Keed 
says  it  was  stated  that  they  did  not  believe  it  included  manufacturers. 

Mr.  Gardner.  I  would  like  to  ask  this  question,  Mr.  Carnegie:  In 
the  absence  of  any  law  like  the  Sherman  Act,  in  the  absence  of  any 
interpretation,  whether  it  meant  what  counsel  said  or  not,  did  you 
think  it  was  morally  and  legally  right  for  persons  to  get  together 
and  combine  to  fix  prices  ? 

Mr.  Carnegie.  I  never  thought  about  it.  I  thought  it  was  cus- 
tomary throughout  the  whole  country,  and  a  custom  of  the  trade, 
and  no  law  against  it. 

Mr.  Gardner.  Did  you  ever  discuss  it  with  your  counsel? 

Mr.  Carnegie.  Never. 

Mr.  Gardner.  Never  took  his  opinion  on  it? 

Mr.  Carnegie.  Never. 

Mr.  Gardner.  You  were  ignorant  of  the  elementary  principle 
that  that  was  put  in  by  the  common  law,  without  any  Sherman  Act  ? 

Mr.  Carnegie.  Certainly  I  was. 

Mr.  Gardner.  And  are  to  this  day  ? 

Mr.  Carnegie.  No  ;  I  am  not  to  this  day.  Where  do  you  suppose  I 
have  been  living  in  the  last  10  years  since  I  retired  from  business? 

Mr.  Gardner.  I  was  wondering  where  you  were  living  when  all 
the  discussion  was  going  on  in  the  nineties. 

Mr.  Carnegie.  I  was  living  here,  a  very  busy  man. 

Mr.  Gardner.  How  would  this  strike  you :  Suppose  a  law  should 
be  enacted  which  reads  something  like  this : 

Every  contract  or  combination  in  the  form  of  trust  or  otherwise,  or  con- 
spiracy in  restraint  of  commerce  among  the  several  States  or  foreign  nations, 
is  hereby  declared  to  be  illegal. 
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Would  you  say  that  was  forbidding  a  combination  or  contract  in 
restraint  of  trade? 

Mr.  Carnegie.  As  I  understand  it,  it  is  one  of  the  most  foolish 
things  ever  done. 

Mr.  Gardner.  Would  you  consider  those  words  a  plain  statement: 

Every  contract  in  restraint  of  trade  is  hereby  declared  to  be  illegal. 

Suppose  that  were  passed  as  a  law,  what  would  you  say  to  that? 

Mr.  Carnegie.  I  would  not  know  what  would  be  restraint  of  trade 
in  the  opinion  of  the  law.  But  is  not  that  absurd,  to  think  such  a 
law  as  that  could  be  passed  ?    You  are  dealing  with  practical  afPairs. 

Mr.  Gardner.  I  am  asking  whether  that  seems  to  be  a  pretty 
plain  language. 

Mr.  Carnegie.  I  can  not  undertake  to  answer  these  hypothetical 
questions. 

Mr.  Gardner.  I  do  not  think  that  is  a  hypothetical  question.  A 
hypothetical  question  means  a  supposition.  I  am  asking  if  this  is  a 
plain  statement. 

Mr.  Carnegie.  I  consider  that  a  hypothetical  question. 

Mr.  Gardner.  I  think  the  witness  competent  to  answer  that  ques- 
tion. 

Mr.  Carnegie.  I  do  not  quite  understand  it. 

The  Chairman.  Listen  closely  and  you  will  see  it  is  a  very  plain 
question. 

Mr.  Gardner.  I  am  asking  you  whether  a  law  which  reads  this  way 
is  a  plain  statement  or  not : 

Every  contract  in  restraint  of  trade  or  commerce  among  the  several  States  is 
hereby  declared  to  be  illegal. 

Mr.  Carnegie.  That  is  a  very  plain  statement.  If  such  a  law  was 
passed,  I  would  certainly  take  counsel  and  have  him  tell  me  what  I 
could  do  or  not. 

Mr.  Gardner.  I  am  reading  from  the  first  section  of  the  Sherman 
Act. 

Mr.  Carnegie.  I  never  read  the  Sherman  Act.  I  never  saw  it  and 
never  thought  it  had  the  slightest  bearing  on  anything  our  people 
were  doing. 

Mr.  Gardner.  And  it  was  illegal  before  the  Sherman  Act  was  ever 
passed  ? 

Mr.  Carnegie.  That  is  still  more  surprising  news.  Why  was  the 
Sherman  Act  necessary  then? 

Mr.  Gardner.  There  is  a  great  deal  more  in  the  Sherman  Act  that 
tells  you  how  to  enforce  it. 

Mr.  Carnegie.  But  that  part  of  it.  Then  some  of  the  courts  have 
differed,  have  they  not,  in  their  opinion  on  that  law  ? 

Mr.  Gardner.  In  what  respect? 

Mr.  Carnegie.  Some  of  the  courts,  when  the  Sherman  Act  was 
passed,  until  the  Supreme  Court  passed  on  it. 

Mr.  Gardner.  I  have  this  disadvantage — that  I,  like  yourself,  am 
not  a  lawyer. 

Mr.  Carnegie.  I  never  would  have  suspected  that.    [Laughter.] 

Mr.  Gardner.  A  great  many  things  have  not  been  suspected  in  the 
last  20  years. 

Mr.  Carnegie.  I  thought  you  were  a  burning  and  shining  light  of 
the  profession. 
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But,  Mr.  Gardner,  it  is  a  solemn  fact  that  I  have  never  sat  in  a 
pool  in  my  life,  that  I  remember.  I  have  never  been  a  director  in 
any  of  the  companies  that  I  have  been  interested  in 

Mr.  Gardner  (interposing).  Your  partners  did  the  sitting  in  the 
pools  ? 

Mr.  Carnegie.  Yes,  they  did ;  and  my  partners  do  not  regret  hav- 
ing been  in  that  pool.  I  sat  with  those  people  in  Philadelphia,  in 
the  Bessemer  Association,  and  I  have  seen  the  men  I  looked  up  to  as 
the  patrons  of  business  men,  and  you  could  not  have  induced  those 
men.  Brother  Wharton  and  Mr.  Felton,  and  that  character  of  men, 
to  violate  the  law,  I  am  sure. 

The  Chairman.  It  does  seem  passing  strange,  Mr.  Carnegie,  but 
one  time  there  was  an  angel  that  fell. 

Mr.  Eeed.  Was  the  angel  misled  by  a  Supreme  Court  decision. 
[Laughter.] 

The  Chairman.  He  was  ignorant  of  it.     [Laughter.] 

Mr.  McGillicuddy!  Mr.  Carnegie,  at  the  time  you  were  selling 
rails  in  this  country  for  $28  a  ton,  what  was  the  price  you  were  sell- 
ing those  same  rails  for  in  the  foreign  market? 

Mr.  Carnegie.  I  do  not  remember  any  foreign  business  we  had 
then.  We  may  have  made  a  shipment  now  and  then,  but  we  had  no 
foreign  business  to  speak  of  then. 

Mr.  McGiLLicuDDY.  Whenever  you  did  make  a  shipment,  at  what 
price  did  you  sell  those  rails  in  the  foreign  market  ? 

Mr.  Carnegie.  I  have  no  more  idea  what  my  partners  sold  rails 
for  than  you  have. 

Mr.  McGiLLictJDDY.  Was  it  less  than  the  price  they  sold  for  here? 

Mr.  Carnegie.  I  never  heard  of  a  shipment  in  those  days  to  a 
foreign  market. 

Mr.  McGiLLicuDDT.  Have  you  heard  from  them  since  ? 

Mr.  Carnegie.  Not  since. 

Mr.  McGiLLicuDDY.  You  do  not  know  what  they  are  selling  for 
now  in  the  foreign  marlrets? 

Mr.  Carnegie.  No,  sir;  I  do  not  know  the  slightest  thing  about  it. 
I  have  no  knowledge  of  it. 

Mr.  McGiLLicuDDT.  Don't  they  ever  sell  goods  in  foreign  markets  ? 

Mr.  Carnegie.  Our  foreign  trade  was  so  small 

Mr,  McGiLLicrnoDT  (interrupting).  You  got  something  for  it.  did 
you  not,  whether  it  was  small  or  big? 

Mr.  Carnegie.  Yes;  but  what  do  I  know  about  what  they  sell  rails 
for  in  Pittsburgh? 

Mr.  McGiLLicuDDT.  If  you  do  not  know,  that  is  another  matter. 

Mr.  Carnegie.  How  on  earth  could  I  know  what  bargains  they 
were  making?  How  could  I  know  where  they  were  going?  T  tell 
you  again  I  never  paid  any  attention  to  the  details  of  my  business. 
I  had  interested  with  me  35  partners,  and  I  made  them  all  million- 
aires, and  if  they  were  not  competent  to  nm  that  business,  what  on 
earth  were  they  there  for?  I  had  other  things  to  do.  I  told  you 
the  Irind  of  business  I  did  in  New  York,  getting  the  rail  contracts 
and  things  of  that  sort,  and  how  I  got  the  patent  in  Britain.  But  I 
had  no  more  to  do  with  Pittsburgh  and  my  men  working  in  Pitts- 
burgh than  you  had,  in  a  sense — this  always  excepted,  that  if  any 
change  was  to  be  made,  if  they  were  going  into  a  new  project  or  a 
new  purchase,  and  the  policy  of  the  concern  was  under  consideration, 
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I  was  always  consulted  by  my  partners;  but  in  the  ordinary  routine 
business  of  the  selling  of  rails  I  was  no  sales  agent. 

Mr.  Gardner.  I  want  to  ask  a  practical  question  to  clear  my  mind. 
Mr.  Gates,  in  his  evidence,  stated  Mr.  Carnegie  was  gomg  to  build 
some  tube  works  at  Ashtabula.     He  meant  Conneaut,  did  he  not? 

Mr.  Carnegie.  Yes,  sir.  ,    -u 

Mr.  Gardner.  He  spoke  about  your  purpose  to  build  a  railroad. 
Was  there  any  such  proposition,  or  was  that  a  mistake  of  Mr.  Gates? 

Mr.  Carnegie.  Therein  Mr.  Gates  was  quite  correct. 

Mr.  Gardner.  Was  it  a  railroad  to  be  built  from  Pittsburgh  to 
the  sea? 

Mr.  Carnegie.  Yes;  I  told  you  yesterday  that  Mr.  Vanderbilt 
sent  for  me 

Mr.  Gardner  (interposing).  I  mean  in  1900? 

Mr.  Carnegie.  Yes.  We  had  a  survey.  We  were  intending  to 
build  a  railroad  to  the  sea. 

Mr.  Gardner.  From  Pittsburgh  to  the  sea? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  Mr.  Gates  said,  "And  a  railroad  from  Aslitabula  to 
his  works  in  the  Pittsburgh  district." 

Mr.  Cahnbgie.  Yes.  _  From  Conneaut. 

Mr.  Gardner.  He  said  Ashtabula. 

Mr.  Carnegie.  It  doesn't  matter. 

Mr.  Gardner.  And  that  railroad  was  already  built,  was  it  not? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  I  just  wanted  to  get  the  facts  in  my  mind. 

Mr.  Carnegie.  Yes,  sir. 

Mr.  Gardner.  And  this  railroad  you  thought  of  building  was  an- 
other proposition  entirely,  was  it? 

Mr.  Carnegie.  Yes,  sir ;  and  let  me  tell  you,  Mr.  Gardner,  it  was 
this  threatening  extension  of  railways,  and  especially  to  continue  the 
Conneaut  road  to  the  coke  ovens  of  the  Pittsburgh  district,  that  in- 
duced the  president  and  the  vice  president  of  the  Pennsylvania  Road 
to  ask  an  interview  with  me.     I  detailed  that  to  you  yesterday. 

Mr.  Gardner.  That  was  a  little  earlier.  I  wanted  to  get  at  the 
truth  or  otherwise 

Mr.  Carnegie  (interrupting).  That  truth  is  quite  true. 

Mr.  Gardner.  About  the  statement  that  about  the  time  when  the 
United  States  Steel  Corporation  was  formed,  it  was  your  intention 
to  build  tube  works  at  Conneaut  and  a  railroad  from  Pittsburgh  to 
the  sea. 

Mr.  Carnegie.  Yes,  sir ;  and  we  bought  ground  for  the  purpose,  as 
I  told  you. 

Mr.  Gardner.  I  understand. 

Mr.  Carnegie.  And  also  the  plans  Mr.  Schwab  was  working  on, 
and  he  informed  me  that  he  would  break  ground  in  April,  and  that 
in  a  year  he  would  have  those  works  running. 

Mr.  Gardner.  The  contemporary  evidence  is  much  clearer  on  that 
than  it  is  on  the  railroad  proposition.  Did  you  not  take  any  further 
steps  than  having  the  surveys  made  for  the  railroad? 

Mr.  Carnegie.  No;  the  Pennsylvania  road  sent  for  me,  as  I  told 
you 

Mr.  Eeed,  Sr.  (interposing).  May  I  explain  that?  What  Mr. 
Carnegie  is  talking  about  happened  in  1896,  when  the  Bessemer 
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road  was  built.  What  you  are  talking  about,  Mr.  Gardner,  was  in 
1900,  or  along  about  there.  We  had  a  survey  corps  out  running  a 
line  from  Pittsburgh  to  connect  with  the  Western  Maryland'  Kail- 
road.  Our  idea  was  to  get  to  Baltimore  with  a  short  line.  We  had 
not  done  anything  except  start  the  surveying  corps.  We  did  not 
form  any  corporation  or  anything  of  that  sort. 

Mr.  Gardner.  It  was  a  matter  seriously  discussed? 

Mr.  Eeed,  Sr.  Yes,  sir. 

Mr.  Gardner.  If  there  is  no  objection,  in  view  of  the  fact  Judge 
Reed  is  not  sworn,  I  would  like  to  ask  whether  it  was  not  discussed 
with  him? 

Mr.  Reed,  Sr.  Yes,  sir.  It  was  discussed  in  the  company,  but  not 
outside. 

Mr.  Gardner.  Mr.  Carnegie,  you  have  expressed  the  opinion  that 
a  copartnership  is  a  much  more  eifective  form  of  organization  than 
a  corporation,  as  a  general  principle.  Suppose  you  continued  as  a 
copartnership  in  the  Carnegie  Co.,  and  the  United  States  Steel  Cor- 
poration had  never  been  formed,  would  you  have  expected  to  have 
a  more  preponderating  position  to-day  in  the  steel  industry  than  has 
the  United  States  Steel  Corporation? 

Mr.  Carnegie.  This  will  look  like  vanity,  I  suppose,  but  you  are 
asking  that  question.  I  am  a  very  sanguine  man,  optimistic  to  a 
degree,  and  I  have  no  more  doubt  about  our  having  these  grand 
works  at  Conneaut  than  I  have  that  I  am  going  home. 

Mr.  Gardner.  The  gist  of  my  question  is  to  find  out  whether  there 
is  a  tendency  toward  monopoly  in  a  gigantic  copartnership  equal 
with  the  tendency  toward  monopoly  which  some  people  think  has 
been  displayed  in  gigkntic  corporations? 

Mr.  Carnegie.  I  must  say  I  never,  in  my  wildest  dreams,  thought 
we  should  ever  have  a  monopoly  of  the  steel  business  of  America 
that  was  growing  so  fast. 

Mr.  Gardner.  You  would  not  expect  any  such  monopoly,  if  it  is 
a  monopoly,  as  the  United  States  Steel  Corporation  has  to-day  ? 

Mr.  Carnegie.  No.  I  did  not  expect  it.  I  did  not  look  forward 
to  it. 

Mr.  Eeed.  I  do  not  think  Mr.  Carnegie  means  to  say,  as  a  matter 
of  fact,  the  steel  corporation  has  a  monopoly. 

Mr.  Gardner.  I  did  not  mean  to  say  that,  and  I  tried  to  refrain 
from  stating  any  such  suggestion  in  the  record  by  saying  "  if  it  has 
a  monopoly."  I'  especially  avoided  either  expressing  my  opinion 
or  trying  to  commit  him  to  his. 

Mr.  Carnegie.  In  regard  to  that  I  do  not  loiow  what  would  have 
resulted.  I  might  have  had  as  large  a  concern  or  we  might  have 
'  had  as  large  a  concern.    I  do  not  know.  * 

Mr.  Gardner.  You  gave  your  opinion  that  competition  has  disap- 
peared since  the  formation  of  the  United  States  Steel  Corporation 
because  men  sit  down  and  agree — that  is,  in  your  opinion,  they 
sit  down  and  agree  on  prices,  and  that  is  why  competition  has  dis- 
appeared. It  does  not  seem  to  me  that  is  essentially  different  from 
men  sitting  down  and  agreeing  on  prices,  which  everybody  knows  was 
the  result  before  the  formation  of  the  United  States  Steel  Corjjora- 
•  tion.  I  would  like  to  have  you  differentiate  between  the  two  situa- 
tions so  as  to  clear  my  mind  of  it. 
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^Ir  Carnegie.  In  the  present  situation  there  is  a  great  competi- 
tion that  dwarfs  all  the  others.  When  I  sat  in  council  with  my 
fellow-manufacturers  we  were  similar  institutions,  you  might  say. 
There  were  the  large  companies— the  Cambria  Iron  Co.,  the  Besse- 
mer Co.,  the  North  Chicago  Co.    They  were  large  companies  then. 

Mr.  Gaedneb.  What  proportion  of  the  business  did  you  do  in 

those  days? 

Mr.  Carnegie.  I  could  not  answer  that  question. 

Mr.  Gardner.  That  could  be  very  easily  told  by  your  proportion 
of  the  pool  shipments,  could  it  not? 

Mr.  Carnegie.  Yes ;  but  I  never  saw  those  pool  shipments. 

ilr.  Gardner.  We  could  find  that  out  from  that  source  ? 

Mr.  Carnegie.  Yes. 

Mr.  Keed.  The  evidence  of  the  pool  shows  it  ranged  from  45  to  Sfi 
per  cent. 

Mr.  Carnegie.  That  was  in  rails. 

Mr.  Reed.  And  plates,  too. 

JMr.  Carnegie.  I  do  not  understand  your  question.  I  do  not  know; 
I  never  knew. 

Mr.  Gardner.  My  impression  was,  in  most  of  the  pools  you  were 
somewhere  near  half  of  the  whole  thing. 

Mr.  Carnegie.  Of  the  whole  country? 

Mr.  Gardner.  No  ;  half  of  the  pool. 

Mr.  Carnegie.  I  am  surprised  at  that. 

Mr.  Gardner.  I  may  be  wrong;  but  that  would  be  my  impres- 
sion, that  most  of  the  evidence  we  have  had  shows  something  sub- 
stantially of  that  sort. 

Mr.  Carnegie.  I  did  not  know  that. 

The  CuAiRinAN.  We  will  suspend  at  this  point,  gentlemen,  until 
half  past  2. 

(Thereupon,  at  12.30  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m.) 

after  recess. 

The  committee  reconvened  after  the  taking  of  recess,  at  3  o'clock 
p.  in. 

STATEMENT  OF  MR.  ANDREW  CARNEGIE— Resumed. 

The  Chairman.  You  may  proceed,  Mr.  Beall. 

Mr.  Beall.  Mr.  Carnegie,  if  you  have  this  commission  established 
by  the  Federal  Government  to  fix  the  price  of  the  products  that 
would  be  sold  by  these  corporations  or  combinations,  would  not  the 
same  principle  require  you  to  have  that  commission  fix  the  price  of 
the  things  that  those  corporations  would  buy? 

Mr.  Carnegie.  That  would  be  just  as  experience  should  prove 
necessary,  Mr.  Beall.  We  must  march  along  and  meet  occasions  as 
they  arise. 

Mr.  Beall.  A  contingency  of  that  Irind  is  imaginable? 

]\Ir.   Carnegie.  Yes. 

Mr.  Beall.  It  is  entirely  within  the  range  of  probability.    And ' 
among  other  things  they  buy  they  buy  labor,  do  they  not?     Do  you 
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think  it  would  be  a  wise  thing  for  this  Federal  commission  to  at- 
tempt to  fix  the  maximum  price  that  they  should  be  permitted  to 
pay  to  their  labor? 

Mr.  Carnegie.  No,  sir.    It  is  not  at  aU  necessary. 

Mr.  Beall.  How  would  you  draw  the  distinction? 

Mr.  Carnegie.  I  would  draw  the  distinction  that  it  is  the  part  of 
wisdom  for  one  generation  to  provide  for  the  ills  of  one  generation. 
Xo  man  ever  lived  who  could  possibly  imagine  what  was  to  come 
hereafter.  The  man  who  provides  for  his  own  day  and  generation 
is  the  wise  man. 

I  had  an  experience  where  that  saying  came  in.  When  I  called 
pentlemen  in  Scotland  to  act  as  my  trustees  for  the  fund  I  gave  to 
the  Scottish  universities  to  distribute  to  poor  students  so  that  they 
could  get  an  education  my  deed  of  trust  had  a  clause  in  it  of  this 
kind: 

My  trustees  are  not  bound  to  adhere  to  these  papers.  They  are  to  change 
as  conditions  change. 

If  you  will  notice,  my  peace  fimd  of  $10,000,000  has  this  same  pro- 
vision, and  every  trust  deed  I  have  made  has  it.  They  are  expected 
to  change  with  changed  conditions. 

At  my  left  sat  the  prime  minister  of  Britain,  Arthur  Balfour,  at 
that  time,  and  Lord  Elgin  was  sitting  here,  and  Lord  Elgin  said: 
"  I  do  not  like  that,  Mr.  Carnegie.  I  want  to  be  told,  as  a  trustee, 
what  I  am  to  do,  and  then  if  I  do  it  I  do  my  duty."  Mr.  Balfour 
coincided  with  him  somewhat.  And  I  turned  to  Mr.  Balfour,  who 
was  then  prime  minister,  and  I  said,  "  My  friend,  I  have  not  known  a 
man  in  any  country  who  could  legislate  wisely  for  the  next  generation, 
and  I  have  seen  people  that  did  not  make  a  very  great  success  in 
legislating  for  their  own  generation."    And  he  said.  "  That  is  true." 

And  we  made  that  trust  deed  in  such  a  way  that  the  commission 
could  change  the  objects  for  which  that  trust  was  given.  And  you 
will  find  in  my  ten-miUion-doUar  peace  fimd  the  same  thing;  that  if 
universal  peace  reigns  in  the  world,  as  I  believe  it  is  soon  to  do  in 
the  civilized  world,  the  object  of  that  fund  can  be  changed.  We  are 
passing  the  age  when  men  can  kill  each  other  in  battle  without  feel- 
ing that  it  is  the  gravest  crime  we  can  commit 

Mr.  Beall.  But  if  you  were  still  in  the  steel  business,  you  would 
continue  to  make  armor  plate? 

Mr.  Carnegie.  That  is  not  fair.  I  do  not  interrupt  you.  I  do  not 
like  you  to  do  that. 

Mr.  Beall.  I  beg  your  pardon.    Proceed. 

lifr.  Carnegie.  Just  wait  until  I  gather  my  thoughts  for  a  moment. 

The  Chairsian.  You  were  speaking  of  your  belief  that  universal 
peace  will  soon  prevail. 

Mr.  Carnegie.  Therefore  my  trustees  are  to  consider  what  is  the 
next  greatest  evil  in  the  world  to  which  they  could  wisely,  in  their 
judgment,  apply  this  money,  and  to  adopt  it. 

Wlien  you  ask  me  what  we  are  going  to  do  on  hypothetical  cases, 
what  would  be  good  for  the  next  generation,  I  say  that,  as  far  as  I 
am  concerned,  my  judgment  is  that  the  man  does  his  duty  best  that 
attends  to  the  affairs  of  his  own  generation. 

Mr.  Be^vll.  But.  Mr.  Carnegie,  the  labor  problem  is  not  a  problem 
for  the  next  generation.  It  is  a  problem  that  we  have  to-day.  It  is 
a  problem  that  you  had  to  deal  with  20  years  ago;  a  problem  that 
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existed  at  Homestead;  a  problem  that  has  manifested  itself  in  many 
instances  since  that  time;  a  situation  that  is  as  acute  to-day  as  the 
trust  question  was  when  you  wrote  that  article  20  years  ago. 

Mr.  Carnegie.  I  do  not  agree  to  that  at  all.  We  have  labor  dis- 
putes, and  so  on,  but  I  think  it  is  gradually  getting  better.  I  think 
that  there  is  one  thing  to  be  said  m  praise  of  the  Steel  Corporation 
now,  and  that  is  the  way  they  treat  their  employees.  They  give  them 
the  option  to  buy  stock  at  a  low  price,  and  I  think  there  is  a  provi- 
sion— there  ought  to  be  if  there  is  not — that  they  take  back  that  stock 
so  that  the  investor  makes  no  loss. 

When  I  retired  from  business  I  left  $5,000,000  for  a  pension  fund 
for  our  workmen  who  might  be  injured.  One  million  dollars  of  it 
was  to  go  to  maintain  libraries  that  I  had  built  at  the  works  and  halls 
for  them. 

The  steel  company  not  long  ago  allotted  $8,000,000  to  add  to  this 
pension  fund.  Now  there  are  $12,000,000.  I  gave  them  5  per  cent 
bonds;  labor  has  all  that  money  to  take  care  of  accidents;  and  it 
is  a  beautiful  step  forward. 

Mr.  Beall.  It  is  your  opinion,  then,  Mr.  Carnegie,  that  this  prin- 
ciple that  you  advocate  with  reference  to  the  products  of  these  cor- 
porations could  not  be  extended  to  apply  to  labor  ? 

Mr.  Carnegie.  Have  I  said  so  ? 

Mr.  Beall.  Within  this  generation  ? 

Mr.  Carnegie.  I  think  it  would  be  unwise  for  us  to  trouble  with  a 
question  that  is  not  present,  as  this  immediate  question  is,  before  us. 

Mr.  Beall.  But  the  same  principle  would  apply  to  it? 

Mr.  Carnegie.  Sometimes  a  principle  which  it  is  well  to  apply  to 
one  evil  is  not  the  proper  one  for  the  next.  I  have  not  imagined  what 
will  come  with  labor,  except  I  think  that  the  time  is  approaching 
when  labor  and  capital  will  be  in  the  same  boat,  and  that  employees, 
as  a  rule,  will  be  capitalists  and  have  shares  in  the  business. 

I  have  said  in  an  article  on  trusts,  the  last  one,  that  that  would  be 
the  chief  inducement  if  I  should  return  to  business,  so  that  I  should 
be  able  to  address  thousands  of  workmen  as  fellow  shareholders.  I 
believe  that  time  is  coming,  a  union  of  capital  and  labor. 

Bnt  that  is  not  the  immediate  question  before  you.  This  is  the 
question  now:  That  wherever  you  have  monopoly  you  must  have 
regulation. 

Mr.  Beall.  Suppose  the  Government  adopts  the  policy  of  regu- 
Inting  the  price  of  everything  that  these  combinations  sell,  and  if  the 
emergency  comes  regulating  the  price  of  everything  they  have  to  buy, 
would  not  that,  in  your  opinion,  be  a  long  forward  step  toward 
Socialism  ? 

Mr.  Carnegie.  Socialism  has  no  terrors  for  me. 

Mr.  Beall.  It  has  no  terrors  for  you  ? 

IMr.  Carxegie.  Not  a  particle.  I  have  such  faith  in  human  nature, 
r.nd  believing  that  human  nature  is  rising  in  the  scale  every  year,  that 
I  believe  that  capital  and  labor  will  be  together,  cooperating;  and 
that  is  what  makes  me  optimiptic.  I  see  everything  in  the  world 
getting  better.  My  motto  that  I  have  that  I  look  up  to  on  my  desk 
is,  "xVll  is  well  when  all  grows  better." 

We  have  only  to  do  our  immediate  duty  before  us  now,  to-day's 
duty,  and  let  to-morrow  and  the  future  generation  do  the  same. 
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Mr.  Beall.  If  everything  had  been  getting  better  all  the  time  dur- 
ing the  last  20  years,  it  would,  not  have  been  necessary  to  look  for 
remedies.  This  condition  that  you  nov?  say  exists,  where  the  people 
are  absolutely  at  the  mercy  of  these  corporations  and  combinations, 
would  not  have  exised  if  everything  were  getting  better  all  the  time. 

Mr.  Carnegie.  Everything  is  getting  better  all  the  time,  upon  the 
whole.  I  say  that  the  condition  of  the  workingman  is  better  to-day 
than  ever  it  has  been  before ;  that  his  children  are  better  schooled  and 
his  houses  are  better,  and  he  has  a  great  many  conveniences  in  life 
that  he  never  had  before. 

Mr.  Beall.  Most  of  the  credit  for  that  improvement  is  due  to  the 
workingman  himself? 

Mr.  Cahnegie.  Why,  rather.  Quite.  That  is  the  encouraging  fea- 
ture. You  can  not  have  workmen  satisfied  to-day  with  what  their 
fathers  would  have  been  satisfied  with  yesterday. 

Mr.  Beall.  You  think  the  conditions  of  men  who  are  working  are 
getting  better  all  the  time,  and  I  agree  with  you. 

Mr.  Carnegie.  Thank  you. 

Mr.  Beall.  You  think  that  the  world,  as  a  whole,  is  getting  better  ? 

Mi".  Carnegie.  Of  course  I  do. 

Mr.  Beall.  But  industrial  conditions  have  so  changed  in  the  last 
20  years  that  you  now  advocate  a  complete  revolution  in  them.  Does 
not  that  indicate  that  somebody  must  have  been  getting  worse  dur- 
ing the  last  20  or  25  years  ? 

Mr.  Carnegie.  A  revolution?  You  do  not  follow  simplified  spell- 
ing.   It  is  an  evolution.    Not  a  revolution. 

Mr.  Beall.  It  might  be  a  revolution. 

Mr.  Carnegie.  It  might?  I  am  not  talking  about  what  might  be. 
I  am  taking  the  questions  before  us.  Believe. me,  sir,  no  man  can 
look  ahead  with  certainty.  Remember  that  story  I  told  you.  You 
can  not  legislate  for  the  future  generations. 

I  believe  the  progress  of  men — and  I  mean  the  state  as  a  whole,  all 
conditions — will  be  so  great  and  so  varied  that  no  man  can  sit  here 
now  and  tell  just  the  form  that  it  will  take. 

It  is  a  great  rule  to  take  care  where  you  are  putting  your  feet  for 
the  next  step.  The  man  that  is  looking  up  to  the  sky  when  he  is  do- 
ing it  and  wondering  what  he  will  do  if  such  a  thing  comes  in  the 
future  is  very  apt  to  fall  into  the  ditch. 

Mr.  Beall.  I  agree  with  you,  Mr.  Carnegie ;  but  I  was  fearful  that 
when  you  said  a  condition  of  socialism  would  have  no  terrors  for  you 
that  you  had  your  gaze  directed  more  to  the  sky  than  to  the  earth. 

Mr.  Carnegie.  Well,  sir,  I  have  a  high  opinion  of  human  nature. 
These  men  are  honest,  some  of  them,  in  thinking  that  socialism  is 
best.  Personally,  I  believe  that  the  future  is  to  make  the  distribution 
of  wealth  far  more  general  than  it  is  now. 

Mr.  Beall.  What  is  there,  Mr.  Carnegie,  in  existence  to-day  that 
causes  you  to  indulge  in  that  hope  ? 

Mr.  Carnegie.  What  I  see  around  me. 

Mr.  Beall.  Has  that  condition  existed  during  the  last  30  years? 

Mr.  Carnegie.  Taking  30  years,  and  then  from  now,  certainly. 

Mr.  Beall.  No ;  during  the  past  30  years.  Somebody  said  a  long 
time  ago  that  the  best  way  to  judge  the  future  is  by  the  experience  of 
the  past. 

Mr.  Carnegie.  Yes. 
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]\Ir.  Beall.  What  is  there  in  the  experience  of  the  last  25  years 
that  causes  you  to  indulge  the  belief  that  there  will  be  a  more  gen- 
eral distribution  of  wealth  in  this  country  in  the  future? 

Mr.  Carnegie.  The  fact  that  the  condition  of  mankind  on  the  earth 
to-day  is  improved. 

As  an  illustration,  take  the  case  of  China  to-day.  When  I  traveled 
through  China  there  was  hardly  an  educated  man  there,  so  far  as 
our  standards  of  education  are  concerned.  What  do  we  find  to-day '. 
The  leaven  is  working  there.  Hundreds  of  American  Chinamen  ha\e 
been  educated  in  our  universities  and  in  British  and  French  and 
German  universities,  and  now  the  leaven  is  working,  and  they  are 
on  the  road  to  democracy.  Is  it  not  a  changefor  the  better  that  the 
average  citizen  of  a  State  begins  to  have  a  voice  in  the  State? 

Why,  if  you  think  that  the  world  has  not  improved  the  last  30 
years,  I  have  to  differ  with  you. 

Mr.  Beall.  I  think  the  world  has  improved.  But  let  us  confine 
ourselves  to  the  proposition  that  you  expect  a  more  general  distribu- 
tion of  wealth  in  this  country. 

Has  not  the  whole  tendency  during  the  past  25  years  been  to  more 
and  more  concentrate  the  wealth  of  this  country  in  the  hands  of  a 
few  men,  most  of  whom  you  know? 

Mr.  Carnegie.  No,  sir;  these  individual  fortunes  are  few.  I  do 
not  believe  that  the  total  wealth  of  this  country  was  ever  as  equally 
distributed  and  as  generally  distributed  as  it  is  to-day.  I  will  tell 
you  why  fortune  has  rained  itself  upon  these  few  men.  I  stated  it 
in  what  I  read  to-day;  that  the  world  has  changed  so,  the  age  of 
steel,  the  invention  of  machinery,  and  all  the  improvements  that  have 
come  upon  the  world  have  for  the  time  given  these  leaders  a  great 
advantage;  but  we  are  now  about  to  begin  to  remedy  that;  and  by 
your  commission  here,  watching  these  large  corporations,  you  are 
beginning  to  change  that  condition,  and  the  distribution  of  wealth 
will  be  more  general. 

The  joint-stock  company  shows  you  that  it  is  distributed.  How 
many  stockholders  have  you  in  your  steel  company  now,  Mr.  Reed  ? 

Mr.  Reed.  About  105,000  registered  and  about  50,000  beneficiaries 
under  the  trust  certificates. 

Mr.  Gardner.  Does  that  mean  105,000  outside  of  the  employees? 

Mr.  Reed.  No,  sir;  of  that  105,000  stockholders  about  22,000  are 
employees;  about  8,000  additional  stockholders  have  subscribed  for 
stock,  but  have  not  completed  the  purchase,  and  about  50,000  per- 
sons, a  great  many  of  them  abroad,  are  beneficial  owners  in  stock, 
holding  in  the  name  of  others. 

Mr.  Carnegie.  Mr.  Beall,  can  you  tell  me  of  any  manufacturing 
institution  20  years  ago  that  had  150,000  different  owners?  Is  not 
that  the  distribution  of  wealth  beginning  ? 

Mr.  Beall.  I  rather  expect  that  it  would  be  a  very  inconsiderable 
part  of  the  total  vi^ealth  of  the  United  States  Steel  Corporation  that 
would  be  owned  by  the  150,000  stockholders. 

Mr.  Carnegie.  Suppose  it  is  an  inconsiderable  part.  If  there  was 
no  part  at  all  before,  is  not  that  progress?  Silence  in  the  court. 
[Laughter.]    He  knows  where  he  is  caught,  doesn't  he  ?     [Laughter.] 

Mr.  Beall.  No :  I  do  not  know. 

Mr.  Carnegie.  He  has  got  a  big  head. 
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Mr.  Beall.  But  after  the  experience  of  the  last  couple  of  days  in 
seeing  you  caught  I  think  I  ought  to  know  when  a  man  is  caught. 

Mr.  Carnegie.  I  have  to  smile,  just  as  you  do. 

Mr.  Beall.  Mr.  Carnegie,  I  can  not  hope  to  rival  you  in  the 
witchery  of  your  smile.     [Laughter.] 

Mr.  Carnegie.  You  are  trying  hard.     [Laughter.] 

Mr.  Beall.  I  might  emulate  you  in  other  respects  to  my  advantage. 

Mr.  Carnegie.  I  will  not  say  nay  to  that. 

Mr.  Beall.  You  have  always  had  the  reputation  of  being  an  ex- 
ceedingly modest  man. 

Mr.  Carnegie.  That  is  the  cruelest  cut  of  all,  of  all,  but  I  like  it. 
[Laughter.]    That  is  good.    You  got  your  work  in  there.    [Laughter.] 

Mr.  Beall.  Now,  about  this  railroad 

Mr.  Carnegie.  Which  one? 

Mr.  Beall.  That  one  that  was  dreamed  about  about  the  time  that 
the  Steel  Corporation  was  organized;  that  one  that  was  to  tap  the 
Western  Maryland,  I  believe,  and  reach  to  Baltimore.  I  have  a  little 
curiosity  to  know  just  what  was  contemplated  in  the  construction 
of  that  railroad ;  what  kind  of  a  road  it  was  to  be ;  what  was  its  pur- 
pose ;  what  was  the  ultimate  end  and  object  in  view  ? 

Mr.  Carnegie.  The  ultimate  end  was  to  give  Pittsburgh  competi- 
tion of  railroads.    She  was  under  a  vast,  strong  monopoly. 

Mr.  Beall.  That  is,  of  the  Pennsylvania  Eailroad? 

Mr.  Carnegie.  I  told  you  this  morning. 

Mr.  Beall.  Yes. 

Mr.  Carnegie.  I  told  you  that  this  morning ;  how  I  had  seen  flour 
shipped  through  the  streets  of  Pittsburgh  to  New  York  from  Chicago 
cheaper  than  we  could  ship  it  from  Pittsburgh  to  New  York. 

Mr.  Beall.  Yes.  This  railroad  was  to  reach  deep  water,  tide- 
water ? 

Mr.  Carnegie.  Certainly. 

Mr.  Beall.  At  Baltimore? 

Mr.  Carnegie.  Yes ;  by  a  connection  with  one  of  the  railroads — the 
Western  Maryland,  I  think. 

Mr.  Beall.  And  through  the  Chesapeake  Bay  out  to  the  ocean? 
It  was  intended  that  that  should  be  a  competitor  of  the  PennsylvE^nia 
Railroad  ? 

Mr.  Carnegie.  Certainly.  That  was  the  object.  And  the  Balti- 
more &  Ohio  also. 

Mr.  Beall.  What  would  have  been  the  mileage  of  that  road? 
Could  you  give  us  an  approximation  of  it  ? 

Mr.  Carnegie.  It  would  have  to  be  a  guess.  Judge  Heed,  what 
would  you  say  the  distance  was? 

Mr.  Eeed,  Sr.  May  I  answer,  Mr.  Chairman? 

The  Chairman,  dertainly. 

Mr.  Reed,  Sr.  We  would  have  had  to  build  about  156  miles  from 
the  Union  Railroad  to  a  connection  with  the  Western  Maryland's 
extension  at  Cumberland. 

The  same  road  has  been  built  to-da^  by  the  Pittsburgh  &  Lake 
Erie  over  the  line  we  surveyed,  and  will  be  opened  in  a  couple  of 
months. 

Mr.  Beall.  What  system  of  roads  does  that  now  belong  to — the 
New  York  Central? 
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Mr.  Reed,  Sr.  No,  sir;  it  is  being  built  by  the  Western  Maryland 
and  the  Pittsburgh  &  Lake  Erie,  as  I  understand  it.  The  Pittsburgh 
&  Lake  Erie  is  a  New  York  Central  roa^. 

I  do  not  know  who  owns  the  Western  Maryland  road  exactly.  It 
is  owned  around  Baltimore,  I  think. 

Mr.  Beall.  That  has  proven  to  be  a  very  profitable  railroad? 

Mr.  Eeed,  Sr.  It  has  not  been  opened  up  as  yet.  It  is  to  be  opened 
iip  in  about  two  months.  It  wouW  have  been  a  profitable  road  if 
we  had  built  it.  It  is  the  shortest  line  to  Baltimore  from  Pitts- 
burgh. 

Mr.  Steeling.  Mr.  Carnegie,  I  have  not  been  here  all  the  time  to- 
day and  I  do  not  know  whether  any  questions  have  been  asked  you 
regarding  the  tariff  on  iron  and  steel  or  not. 

Mr.  Caenegib.  I  think  the  poor  tariff  has  been  relegated  to  the 
feack  waters.    I  have  not  heard  the  tariff  mentioned  to-day,  I  think. 

Mr.  Steeling.  What  effect,  in  your  opinion,  has  the  prospective 
tariff  on  the  manufacture  of  steel  and  iron  in  this  country  ? 

Mr.  Caknegie.  What  effect  has  it  now,  or  what  effect  has  it  had  in 
the  past? 

Mr.  Steeling.  At  the  present  time,  first? 

Mr.  Carnegie.  I  may  say  this :  I  did  not  enter  into  steel  at  all  until 
I  saw  Congress  pass  a  resolution  giving  a  tariff  on  steel,  and  90  good 
Democrats  voting  for  it,  Randall,  the  Speaker,  at  their  head.  Then 
I  said,  "  Hello !  The  Tariff  is  no  party  question  now." 

We  suffered  during  the  war  so  much  for  the  lack  of  steel  that  if  it 
had  not  been  for  the  Baldwin  Locomotive  Works  and  the  Pennsyl- 
vania Railroad  sending  agents  to  England  and  buying  up  all  the  steel 
we  could  get,  we  could  not  have  built  the  locomotives  necessary  for 
the  war. 

The  American  people  determined  that  they  were  going  to  make 
their  own  steel.  They  called  a  committee  of  Congress,  and  when  we 
went  down  there  they  said,  "  What  tariff  do  you  want  ?  "  I  was  then 
&  j^oung  man,  with  Joseph  Wharton  and  these  older  men,  and  they 
said,  "  30  per  cent."    And  Congress  passed  the  bill  giving  30  per  cent. 

Mr.  Steeling.  Was  that  on  all  steel  manufactures,  or  just  rails? 

Mr.  Caenegee.  That  was  the  price  on  rails.  I  could  not  give  you 
the  list  of  other  steel  manufactures.  On  rails,  however,  I  know  it  was 
$28  a  ton. 

Then  I  said,  "  That  is  right.    That  is  safe.    We  will  go  into  steel." 

In  the  meantime  the  Bessemer  process  had  been  perfected,  as  I 
Sold  you,  and  I  went  into  steel. 

Mr.  Steeling.  And,  you  say,  you  would  not  have  entered  upon  that 
enterprise  had  Congress  not  made  a  protective  tariff? 

Mr.  Caenegie.  I  would  not.  I  believe  that  young  countries,  for 
an  indispensable  article  like  steel,  show  good  policy  in  encouraging 
the  beginners. 

Mr.  Steeling.  The  day  of  infancy  has  passefl  with  the  steel  in- 
dustry in  this  country,  has  it  not? 

Mr.  Caenegie.  Long  ago. 

Mr.  Steeling.  What  do  you  think  about  it  now  ? 

Mr.  Carkegie.  Was  I  not  before  you  in  Congress  two  years  ago, 
and  did  I  not  tell  you  that  you  need  not  have  any  duty  on  steel? 

^Ir.  Steeling.  I  believe  you  did. 
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Mr.  Carnegie.  And  I  wish  to  confirm  it.  A  gentleman  on  the 
New  York  Times,  Mr.  Smith,  ex-president  of  the  Chamber  of  Com- 
merce of  New  York,  a  personal  friend,  when  I  had  said  to  President 
McKinley,  when  he  went  up  to  make  his  reciprocity  speech  at  Buf- 
falo, came  out,  saying :  "  I  wish  to  corroborate  what  Mr.  Carnegie 
has  said."  I  was  present  and  heard  him  tell  President  McKinley 
that  there  was  no  need  for  a  tariff  on  steel. 

I  have  never  appeared  before  Congress  without  urging  reductions. 
It  was  $28,  and  got  down  to  $4,  and  there  is  no  more  use  of  keeping 
that  $4  a  ton  on  in  the  tariff  than  that  you  should  protect  your  grain. 

Mr.  Gardner.  Are  you  speaking  of  steel  rails  entirely  ? 

Mr.  Carnegie.  That  is  what  he  asked  me  about — steel  rails. 

Mr.  Gardner.  I  think  he  asked  you  a  little  more,  generally,  than 
that. 

Mr.  Sterling.  Would  you  say  the  same  thing  with  reference  to  all 
steel  manufactures? 

Mr.  Carnegie.  Yes;  with  reference  to  all  steel  manufactures,  un- 
less, unknown  to  me,  for  instance,  there  might  be  such  a  case  as 
needles.  I  do  not  know  whether  we  make  any  needles  yet  in  this 
country.    Do  you? 

Mr.  Sterling.  I  do  not. 

Mr.  Carnegie.  Do  you  know.  Judge? 

Mr.  Reed,  Sr.  No. 

Mr.  Carnegie.  It  is  a  great  business.  If  the  men  came  to  me  and 
I  was  in  Congress  as  you  are,  and  said :  "  We  want  to  go  into  making 
needles  in  America,  and  none  are  made  now,  and  we  need  a  tariff  " ; 
and  if  I  looked  into  it  and  satisfied  myself  that  they  did,  I  would 
consider  it  statesmanship  to  give  those  men  protection  in  the  infancy 
of  that  manufacture. 

Mr.  Sterling.  Are  we  manufacturing  heavy  steel,  steel  rails,  and 
other  steel,  as  cheaply  now  as  they  do  in  Germany  ? 

Mr.  Carnegie.  I  think  so;  except  for  a  small  concern  in  Germany 
that  has  a  small  deposit  of  ore  that  justifies  two  little  furnaces  only 
being  built.  That  is  very  often  quoted  in  connection  with  the  state- 
ment that  Germany  can  make  steel  so  cheap.  But  the  product  is 
so  small  that  it  is  a  negligible  quantity. 

I  believe  if  you  had  free  trade  for  steel  of  all  kinds  throughout 
this  Republic  the  amount  imported  would  be  trifling. 

Mr.  Sterling.  We  are  paying  higher  wages,  are  we  not,  for  steel 
workers  than  they  do  in  Germany? 

Mr.  Carnegie.  Higher  per  man;  but  the  product  per  man  is  an- 
other thing. 

You  can  not  compare  the  machinery  that  we  have  for  steel  and  the 
machinery  that  older  countries  have.  They  have  not  the  market 
for  the  steel  that  justifies  these  enormous  mills. 

Mr.  Reed.  Is  Judge  Sterling  asking  about  Mr.  Carnegie's  kiiowl- 
edge  of  conditions  when  he  left  the  steel  business,  or  about  the  con- 
ditions of  to-day? 

Mr.  STEELrNG.  I  am  asking  about  the  conditions  now,  at  the 
present  time.    That  is  the  way  I  put  my  question. 

Mr.  Gardner.  He  testified  that  he  did  not  know  in  regard  to  the 
last  10  years.    I  am  giving  you  my  opinion,  remeniber,  Judge. 

Mr.  Steeling.  I  want  to  call  your  attention  to  a  statement  that 
Mr.  Schwab  made  when  he  was  before  the  committee.    He  was 
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asked  these  same  questions,  and  he  said  that  we  could  and  were 
manufacturing  steel  as  cheaply  in  this  country  as  m  Germany.  He 
said  he  did  not  mean  to  say  by  that  that  there  should  be  no  pro- 
tective tariff,  for  this  reason:  He  said  that  Germany's  methods  and 
means  and  equipment  for  making  steel  were  not  equal  to  ours;  that 
their  trade  did  not  justify  such  great  expenditures  in  equipment 
and  machinery,  and  so  on,  but  that  if  Germany  had  access  to  the 
American  market,  it  would  be  a  great  inducement  to  Germany  to 
develop,  and  she  would,  in  time,  have  mills  equal  to  ours,  that  would 
produce  as  much  per  man  as  ours;  and  that  for  that  reason  there 
ought  to  be  some  protective  tariff  to  keep  Germany  out  of  the 
American  market.     What  do  you  think  about  that? 

Mr.  Carnegie.  I  think,  in  the  first  place,  if  what  Mr.  Schwab 
said  was  true,  I  would  not  put  the  tariff  on  until  it  was  needed.  I 
do  not  agree  with  ilr.  Schwab  in  that  estimate  of  his.  And  he  is  aii 
interested  party  in  steel,  and  I  am  not.     [Laughter.] 

Mr.  Steeling.  Do  you  think  the  fact  that  you  are  not  an  inter- 
ested party  in  the  steel  business  has  made  any  influence  on  your 
judgment  as  to  the  tariff? 

Mr.  Carnegie.  Oh,  I  think  men  are  insensibly  swayed  by  their 
interests.    Don't  you? 

Mr.  Sterling.  Yes ;  I  think  so. 

Mr.  Carnegie.  Remember  the  line : 

When  self  the  wavering  balance  shakes, 
It's  rarely  right  adjusted. 

Mr.  Sterling.  Is  it  not  possible  that  if  you  were  in  Mr.  Schwab's 
place 

Mr.  Carnegie.  Is  it  possible!  Hold  on.  There  is  a  question. 
Please  limit  that  one.    Everything  is  possible. 

Mr.  Sterling.  Then  I  will  leave  that  out.  I  will  leave  out  the 
word  "  possible." 

Mr.  Carnegie.  Thank  you. 

Mr.  Sterling.  If  you  were  in  Mr.  Schwab's  place,  do  you  think 
you  would  be  in  favor  of  a  tariff  on  steel  manufactures,  or  would 
you  think  we  need  not  have  it  ? 

Mr.  Carnegie.  Now,  Judge,  to  express  an  opinion  would  amount 
to  nothing  there.  I  refer  you  to  my  conduct.  I  appeared  before 
every  Congress  on  the  tariff  question,  and  I  never  went  there  that  I 
did  not  recommend  reductions  in  steel  duties.  The  New  York  Trib- 
une abused  me  and  my  dear  friend  from  West  Virginia,  Senator 
Elkins.  Senator  Elkins  took  the  same  view  that  I  did,  and  we  got 
a  great  deal  of  abuse  in  the  columns  of  the  New  York  Tribune. 

I  have  tried  to  look  at  questions  broadly  and  to  eliminate,  as  far 
as  possible,  the  personal  element.  But  I  know  we  are  all  fallible. 
However,  when  I  could  make  up  my  mind  that  the  tariff  could  be 
reduced  on  steel  I  felt  sure  that  I  was  right,  because  it  was  against, 
apparently,  my  interests. 

But  that  is  my  record.    You  can  look  it  up. 

Mr.  Sterling.  Do  you  think  we  could  compete  in  structural  iron 
and  steel  now  with  foreign  countries  without  a  tariff. 

Mr.  Carnegie.  I  do ;  I  do. 

The  Chairman.  I  would  like  to  have  you  amplify  that  statement, 
Mr.  Carnegie.    Why  should  not  the  Germans  ship  structural  iron 


and  steel  here  to  build  skyscrapers  in  Chicago  and  New  York  and 
Washington  ? 

Mr.  Carnegie.  Because  the  United  States  Steel  Co.  would  not  let 
them. 

Gentlemen,  let  me  say  one  word  about  a  protective  tariff :  It  does 
not  put  the  foreigner  on  the  same  basis  as  it  does  the  natite  when  the 
duty  is  removed.     We  are  a  community  here. 

It  you  want  to  build  a  house,  Mr.  Chairman,  on  Fifth  Avenue,  and 
you  need  steel  beams,  and  you  are  living  in  New  York,  you  Want  to 
buy  them  from  your  neighbors,  do  you  not  ?  Because  some  day  your 
neighbor  will  be  wanting  sornfething  that  you  are  interested  in. 

The  Chairman.  When  I  build  my  palace  oh  Fifth  Avenue,  I  am 
going  to  get  a  steel  home. 

Mr.  Carnegie.  Then,  besides,  you  are  patriotic.  I  never  knew  an 
American  who  was  not,  and  I  do  not  know  what  I  would  not  do  to  an 
American  that  was  not  patriotic,  with  such  a  grand  country  as  this, 
the  land  of  triumphant  democracy. 

Gentlemen,  the  foreigner  who  supplies  this  market  must  have  an 
agency  in  New  York  and  pay  commissions.  He  must  jpay  freight 
rates  to  the  seaboard.  He  must  pay  freight  rates  inland.  But,  mark 
you,  you  give  an  order  for  steel,  and  you  want  to  be  mighty  sure  that 
the  steel  will  be  delivered,  and  if  there  is  a  mistake  in  the  specifica- 
tions and  a  lot  of  bars  are  wrong  and  do  not  fit  and  your  edifice  is 
delayed — you  do  not  want  to  run  that  risk.  If  you  are  a  wise  man, 
you  will  get  your  steel  from  Charlie  Schwab,  at  Bethlehem.  He  is  a 
good  fellow.  I  know  Charlie.  [Laughter.]  If  anything  is  wrong, 
he  will  right  it.  Besides,  Charlie  is  a  good  neighbor  oi  mine,  and 
he  has  given  me  lots  of  work. 

Mr.  Eeed,  Sr.  Wouldn't  you  buy  from  the  Carnegie  Steel  Co.  ? 

Mr.  Carnegie.  No;  not  if  I  were  buying  in  New  York.  I  would 
buy  from  Charlie  Schwab,  because  his  beams  are  better.  [Laughter.] 
What  is  the  use  of  going  to  Pittsburgh  for  them,  if  I  could  get  them 
from  Charlie  Schwab? 

Mr.  Eeed,  Sr.  There  is  loyalty  for  you.     [Laughter.] 

Mr.  Carnegie.  Then,  to  do  any  effective  business  the  foreigner 
must  have  a  big  yard  here,  with  all  the  sizes  that  he  can  deliver  for 
a  prompt  job — everything  that  is  wanted. 

Gentlemen,  the  difficulties,  the  disadvantages  of  buying  foreign 
material  to  use  in  this  country,  positively  none  of  you  can  grasp. 
You  have  to  experience  them,  to  fully  understand  them. 

Therefore  we  have  a  tariff  against  foreign  steel,  even  if  there  was 
no  rate  of  duty  imposed.  The  foreignei"  labors  under  severe  dis- 
advantages, and  yoii  need  have  no  fear  on  that  score. 

Take  this  from  me:  Don't  you  be  alarmed.  The  foreigner  will 
not  send  steel  to  this  country. 

Mr.  Sterling.  Is  it  not  true  that  the  foreign  manufacturer  has 
controlled  the  iron  and  steel  market  on  the  Pacific  coast,  and  is  doing 
so  now,  largely  ? 

Mr.  Carnegie.  Let  me  show  how  you  come  into  a  different  atmos- 
phere there. 

Mr.  Steeling.  That  is  true,  is  it  not? 

Mr.  Carnegie.  Well,  yeS.  I  think  the  Pacific  coast  is  entitled  to 
get  foreign  steel  in  there.  You  have  3,000  miles,  you  might  say,  in 
round  numbers,  2,500  miles  even  from  Pittsburgh,  2,000  from  Chi- 


cago,  and  very  high,  rail  freights;  and  there  your  purchaser  in 
San  Francisco  is  at  the  same  disadvantage,  so  far  as  American 
products  are  concerned,  as  is  the  eastern  purchaser  or  the  purchase 
in  other  portions  of  the  country  away  from  the  Pacific  coast  if  he 
purchases  from  Britain ;  because  he  is  far  away  from  the  source  of 
supplies,  and  mistakes  can  not  be  rectified,  and  so  on. 

Ships  going  away  from  San  Francisco  are  loaded  with  produce, 
and  so  forth ;  but  they  come  over  here  empty,  and  they  are  willing  to 
take  steel  at  excessively  low  rates.  I  think  that  no  manufacturer  on 
the  Atlantic  seaboard  should  deny  the  Pacific  seaboard  access  to 
material  that  they  need  for  building  there. 

Mr.  Steeling.  Suppose  Congress  should  put  all  steel  manufactures 
on  the  free  list.  Would  it  reduce  the  price  of  steel  to  the  consumer, 
in  your  judgment? 

Mr.  Cabnegie.  If  you  -nill  appoint  the  court  that  I  recommend  you 
to  do,  it  certainly  would. 

Mr.  Sterling.  Would  it  not,  in  its  natural  operation,  result  in  this: 
Take,  for  instance,  the  Pacific  coast,  which  buys  from  foreign  coun- 
tries. They  send  their  goods  into  San  Francisco  and  those  large 
cities  on  the  coast  and  pay  duty.  Would  they  sell  to  those  people  that 
much  cheaper,  supposing  the  tariff  was  removed  ? 

Mr.  Carnegie.  Well,  if  they  did  not,  they  would  be  liable  to  the 
competition  of  mills  here. 

Mr.  Sterling.  These  mills  can  not  sell  to  them  as  cheap,  you  say, 
because  they  have  natural  advantages  there ;  the  foreigner  has  natural 
advantages  in  the  San  Francisco  trade;  but  if  they  removed  this 
dutj',  would  not  the  foreigners  combine  and  keep  the  price  up  to  the 
Pacific  coast,  about  where  it  is  now,  even  though  the  tariff  was  taken 
off? 

Mr.  Carnegie.  I  do  not  think  so,  because  there  would  be  competi- 
tion. You  must  remember  that  if  a  mill  is  working  in  the  East,  and 
the  owners  of  that  mill  say :  "  We  must  meet  foreign  competition  in 
San  Francisco,  and  we  are  willing  to  take  a  lower  profit  on  this  ad- 
ditional tonnage,  to  keep  our  mills  going  full,"  that  will  have  a  de- 
cided influence  on  the  situation.  Manufacturers  can  not  stick  to  one 
uniform  price  if  they  are  distributing  over  continents. 

Mr.  Young.  How  would  your  commission  deal  with  that  question, 
if  it  is  impossible  to  fix  a  rate  that  is  to  be  maintained  ?  I  am  speaking 
of  the  commission  which  you  recommend  should  be  created  ? 

Mr.  Carnegie.  In  that  case,  if  we  had  a  wise  commission  it  would 
say :  "  This  is  an  exception  to  the  general  rule,  and  we  will  meet  it." 

I  do  not  believe  any  patriotic  American  or  any  patriotic  board 
would  be  satisfied  by  figures  that  the  foreigners  can  ship  there  to  ad- 
vantage. I  think  if  the  manufacturer  asked  the  board  if  he  might 
take  less  for  his  product  there,  that  the  commission  would  say: 
"  Yes.    That  is  an  exception."    Don't  you  think  so  ? 

Mr.  Young.  If  your  commission  is  merely  to  fix  maximum  rates  it 
might  not  be  important;  but  if  they  are  to  have  the  power  to  deal 
with  each  particular  shipment  and  sale,  it  seems  to  me  that  they 
would  simply  be  overloaded  with  business,  and  could  not  proceed  at 
all. 

I  can  understand  how  they  might  say  that  you  shall  not  sell  above 
a  certain  figure.    That  might  be  practicable. 
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Mr.  Carnegie.  I  assure  you  that  it  would  be  quite  practicable  to 
take  up  a  case  of  this  sort  and  meet  it  so  that  the  American  would 
not  be  at  a  disadvantage.  I  think  so.  On  the  other  hand,  it  might 
require  too  much  of  a  reduction. 

Where  these  shipments  come  over  from  London  to  San  Francisco, 
of  course  everything  they  have  is  a  gain  in  the  way  of  tonnage. 
They  want  ballast  for  their  ships  and  the  steel  gives  it  to  them,  and 
that  would  just  have  to  be  looked  at. 

Supposing  that  some  foreign  steel  did  come  into  San  Francisco. 
I  do  not  think  that  that  is  going  to  wound  our  great  Eepublic,  the 
trifling  amount  that  is  brought  to  California ;  it  is  so  trifling ;  there  is 
no  population  there — very  little  population. 

Mr.  Young.  You  are  aware,  Mr.  Carnegie,  are  you,  that  during 
the  last  three  years  shipments  of  certain  steel  products  have  been 
made  from  ports  in  Great  Britain  to  Chicago  by  uie  way  of  the  Mex- 
ican Gulf  ports  for  a  -less  rate  for  transportation  than  was  charged 
from  Birmingham  to  Chicago? 

Mr.  Caenegie.  From  where  was  the  one  shipment,  from  Ger- 
many? 

Mr.  Young.  No;  from  England,  from  ports  of  England,  by  way 
of  the  Mexican  Gulf,  and  then  by  rail  from  there  to  Chicago,  pass- 
ing through  Birmingham,  at  a  less  rate  from  England  than  from 
Birmingham  to  Chicago. 

Mr.  Caenegie.  Birmingham,  Ala.? 

Mr.  Young.  Yes. 

Mr.  Caenegie.  That  name  "  Birmingham  "  confused  me.  I  did 
not  know  you  meant  Birmingham,  Ala. 

Mr.  Young.  Yes ;  Birmingham,  Ala.  The  rate  charged  from  Brit- 
ish ports  to  Chicago  was  leSs  than  the  rail  rate  charged  from  Bir- 
mingham, Ala.,  to  Chicago. 

Mr.  Caenegie.  That  is  an  abuse.  Was  the  railroad  called  to  ac- 
count for  its  rates? 

Mr.  Young.  No;  under  the  law  as  it  existed,  they  could  not  be 
called  to  account. 

Mr.  Caenegie.  To-day? 

Mr.  Young.  Because  it  involved  an  ocean  shipment. 

Mr.  Caenegie.  Well,  do  not  lie  awake  at  night  worrying  about  all 
these  trifling  things.    They  amount  to  nothing. 

Mr.  Young.  We  are  not  lying  awake  nights  about  them,  but  they 
suggest  certain  considerations  that  it  seems  to  me  would  have  to  be 
provided  for. 

Mr.  Caenegie.  I  do  not  think  they  are  worth  troubling  about.  Ex- 
ceptional conditions  can  be  provided  for,  of  course. 

Mr.  Gaednee.  I  want  to  take  up  what  Mr.  Bartlett  dropped  at  the 
time  of  adjournment  yesterday,  and  that  is  the  question  of  this  book 
valuation  of  the  Carnegie  Co.,  which  appears  to  be  about  one-quarter 
of  the  value  that  you  put  on  the  company. 

Just  before  adjournment  Mr.  Bartlett  asked  some  questions  bearing 
on  the  laws  regarding  taxation  in  the  State  of  Pennsylvania,  so  as  to 
ascertain  whether  or  not  that  could  possibly  have  been  a  factor  enter- 
ing into  3'our  valuation. 

Is  it  or  is  it  not  a  fact  that  your  tax  bills  would  have  been  higher 
from  the  State  of  Pennsylvania,  rendered  against  those  railroads 
that  you  owned,  like  the  Pittsburgh,  Bessemer  &  Lake  Erie,  or  the  Bes- 
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semer  &  Lake  Erie  and  the  Union  Railroad,  according  to  whether  you 
valued  them  high  or  low  in  your  own  books? 

Mr.  Carnegie.  How  is  that,  Mr.  Reed  ? 

Mr.  Reed.  It  would  not  make  a  bit  of  difference.  The  Carnegie  Co. 
was  taxed  just  the  same  on  the  actual  value  of  its  plants,  the  railroads 
were  taxed  on  their  actual  value. 

Mr.  Gardner.  I  am  satisfied  to  have  Mr.  Reed  answer  the  question.  • 

Mr.  Carnegie.  I  know  nothing  of  these  things,  Judge. 

Mr.  Gardner.  If  the  committee  is  satisfied  to  have  Mr.  Reed  an- 
swer, I  am  willing. 

Mr.  Reed.  I  hesitate  to  interrupt,  but  perhaps  I  could  explain  it 
better  than  Mr.  Carnegie  could. 

Mr.  Gardner.  I  am  asking  only  for  information.  It  has  been  sug- 
gested to  me  by  a  gentleman  in  the  audience.    I  know  nothing  about  it. 

Mr.  Reed.  The  manufacturing  companies  are  taxed  in  each  locality 
on  the  actual  value  of  their  land  and  buildings.  There  is  no  tax  in 
Pennsylvania  on  the  investments  of  those  manufacturing  companies. 

Mr.  Gardner.  So  that  it  made  no  difference  to  them,  as  far  as  the 
taxation  was  concerned,  whether  the  Bessemer  &  Lake  Erie  appeared 
as  worth  a  million  dollars  in  your  books,  or  whether  it  appeared  as 
worth  $12,000,000? 

Mr.  Reed.  It  made  not  one  cent  of  difference  in  the  payment  of  the 
taxes,  either  by  the  Carnegie  Co.  or  by  the  railroad  company  itself, 
as  to  what  valuation  was  put  on  them  in  this  balance  sheet. 

Mr.  Gardner.  Either  in  the  local  taxation  or  in  the  State  taxation  ? 

Mr.  Reed.  Either  way.    It  made  no  difference. 

Mr.  Gardner.  That  is  the  question  that  I  had  in  mind.  You  said 
they  were  taxed  on  properties? 

Mr.  Reed.  I  say  the  manufacturing  company  is  taxed  on  its  phys- 
ical property  by  the  local  government  in  which  it  is  situated.  There 
is  no  State  tax  on  the  capital  of  manufacturing  companies. 

Mr.  Young.  That  was  on  a  valuation  of  the  property,  you  say  ? 

Mr.  Reed.  The  local  property  is  assessed  just  like  any  other  prop- 
erty ;  just  like  a  house  and  lot. 

Mr.  Young.  In  regard  to  these  assessments,  in  ascertaining  what 
this  property  was  worth,  would  they  not  naturally,  in  addition  to  an 
examination  of  the  property  themselves,  try  to  ascertain  the  value  the 
owners  placed  on  it? 

Mr.  Reed.  I  wish  they  would.  But  if  they  were  willing  to  take  the 
value  at  which  the  Homestead  plant  was  bought,  for  instance,  it  Would 
be  very  low. 

]Mr.  Young.  I  mean,  the  value  they  placed  on  it.  Is  it  not  usual 
for  assessors  to  examine  the  books  to  aid  them,  in  addition  to  a 
physical  examination? 

Mr.  Reed.  Not  in  Pennsylvania,  it  is  not.  They  would  not  pay 
any  attention  to  the  books. 

Mr.  Young.  Certainly  it  would  be  usual  in  Michigan;  liot  that 
they  would  be  bound  by  the  books,  but  that  would  be  one  of  the 
things  they  would  look  into.  * 

Mr.  Reed.  The  assessment  is  away  above  the  price  at  which  these 
lands  were  carried  on  the  books. 

When  you  come  to  the  railroads,  to  make  this  explanation  com- 
plete, I  ought  to  say  that  the  railroad  has  to  pay  a  tax  on  the  value 
of  its  own  stock.    The  taxation  of  the  railroads  is  different.    But  I 
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need  not  go  into  the  details,  because  nothing  that  appeared  in  the 
Carnegie  books  would  in  any  way  affect  the  tax  imposed  on  the 
Bessemer  or  the  Union  EaUroad. 

Mr.  Gabdnee.  That  is  to  say,  their  books  were  taken  separately 
from  the  Carnegie  book  value  in  calculating  the  assets  and  their 
general  balance? 

Mr.  Reed.  Altogether;  yes. 

Mr.  McGiLLicuDDT.  May  I  ask  a  question,  Mr.  Chairman  ? 

The  Chairman.  Certainly. 

Mr.  McGiLLiCTJDDT.  I  want  to  ask  a  few  questions  of  you,  Mr, 
Carnegie,  for  my  own  information  absolutely. 

I  understood  you  to  say  yesterday  that  you  did  not  know  the 
effects  or  the  scope  of  the  antitrust  law  that  was  passed  in  1890. 
That  is  true,  isn't  it  ? 

Mr.  Caeneqie.  Certainly  it  is.  A  more  ignorant  man  never  lived, 
upon  that. 

Mr.  McGiLiiicuDDT.  I  understand  so. 

From  1890  to  1900  you  were  the  directing  head  of  the  Carnegie 
Steel  Co.? 

Mr.  Carnegie.  I  never  was  the  head  of  the  Steel  Co.  I  never 
was  a  director  in  it. 

Mr.  McGiLLicuDDT.  What  did  you  have  to  do  in  it  ? 

Mr.  Carnegie.  I  held  a  large  interest  in  it. 

Mr.  McGiLLicuDDT.  Did  you  have  the  principal  holding  in  it  ? 

Mr.  Carnegie.  I  had  for  a  good  while  54  per  cent  of  the  stock. 

Mr.  McGiLLicuDDY.  You  were  the  largest  owner  in  that  company  ? 

Mr.  Carnegie.  I  was. 

Mr.  McGiLLicuDDY.  And  that  was  the  largest  company  that  went 
in  afterwards,  to  the  Steel  Corporation? 

Mr.  Carnegie.  It  certainly  was.     I  believe  it  was. 

Mr.  McGiLLictTDDT.  In  those  years,  from  1890  to  1900,  you  had  at- 
torneys in  that  company  that  were  keeping  you  advised  as  to  the 
legislation,  either  by  Congress  or  by  State  legislatures,  that  affected 
your  business,  had  you  not  ? 

Mr.  Carnegie.  I  do  not  remember  ever  being  advised  about  any- 
thing  

Mr.  McGiLLicuDDY.  I  did  not  ask  whether  you  were  advised.  I 
say  you  had  attorneys  ? 

Mr.  Carnegie.  The  company  had. 

Mr.  McGiLLicuDDY.  The  company  had  ? 

Mr.  Carnegie.  Yes ;  I  have  no  doubt. 

Mr.  McGiLLicuDDY.  Was  Philander  C.  Knox  one  of  your  attorneys  ? 

Mr.  Carnegie.  Yes.  Knox  and  Eeed,  this  gentleman  that  is  with 
me  here,  were  partners. 

Mr.  McGiLLicuDDY.  Just  answer  the  questions  and  that  will  be  all 
I  will  ask,  Mr.  Carnegie. 

Was  Philander  C.  Kiiox  one  of  the  attorneys  of  the  Carnegie  Co. 
from  1890  to  1900? 
Mr.  Carnegie.  Was  he.  Judge  ? 
Mr.  Reed,  Sr.  Yes. 

Mr.  Carnegie.  His  partner.  Judge  Reed,  tells  me  so. 
Mr.  McGiLLicuDDY.  The  partner  you  speak  of  is  the  attorney  who 
appears  for  you  now  to-day,  Judge  Reed? 
Mr.  Carnegie.  Yes;  Judge  Reed. 
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Mr.  McGiLLicuDDY.  And  the  firm  at  that  time,  from  1890  to  1900, 
was  Knox  &  Reed? 

Mr.  Carnegie.  Yes,  sir. 

j\Ir.  McGiLLicTJDDY.  And  that  was  the  firm  that  were  your  counsel; 
that  is,  the  counsel  for  your  company? 

Mr.  Caenegie.  They  were  the  counsel  for  the  Carnegie  Steel  Co. ; 
yes. 

Mr.  McGiLLicuDDT.  And  you  were  the  principal  owner  m  that 
company  ? 

Mr.  Carnegie.  I  was. 

Mr.  McGiLLicuDDY.  During  all  that  time  did  any  of  the  members 
of  that  firm  advise  you  with  reference  to  the  antitrust  law  of  1890? 

Mr.  Carnegie.  I  never  heard  a  word  from  any  of  them. 

Mr.  McGiiiicuDDT.  They  never  said  a  word  to  you,  even,  that  such 
a  law  had  been  passed  ? 

Mr.  Carnegie.  Never.  And  I  do  not  think  they  understood  that 
the  law  had  anything  to  do  with  us.     [Laughter.] 

Mr.  McGiLMcuDDY.  Perhaps  they  could  tell  about  that.  But  they 
never  told  you  anything  about  that? 

Mr.  Carnegie.  No;  nothing. 

Mr.  McGiLLiCDDDT.  So  that  you  were  left  in  absolute  ignorance 
in  regard  to  even  the  passage  of  such  a  law  ? 

Mr.  Carnegie.  Yes;  but,  excuse  me 

Mr.  McGiLLXCUDDT.  Just  answer  my  questions. 

Mr.  Carnegie.  Not  the  passage  of  such  a  law.  I  knew  Senator 
Sherman  well,  and  I  have  heard  of  the  Sherman  law,  but  I  thought 
it  was  connected  with  railroads. 

Mr.  McGiLLicTJDDY.  I  will  get  to  that  in  a  moment. 

Was  it  not  the  duty  of  your  attorneys  to  keep  your  company  in- 
formed in  regard  to  any  legislation,  either  by  Congress  or  by  the  leg- 
islatures of  any  State,  that  affected  your  business? 

Mr.  Carnegie.  Remember,  I  was  not  an  official  connected  with  it. 

Mr.  McGiLLicuDDY.  But  you  were  the  principal  owner? 

Mr.  Carnegie.  I  was  a  private  stockholder. 

Mr.  McGiLLiCTJDDY.  And  the  largest? 

Mr.  Carnegie.  Yes ;  the  largest ;  but  I  suppose  any  duty  they  had 
would  have  been  to  inform  the  chiefs  of  the  company.  Mr.  Schwab 
was  president. 

Mr.  McGiLLicuDDY.  I  understand  that.  But  was  it  not  the  duty 
of  those  attorneys  to  inform  the  company  as  to  any  legislation  that 
had  been  passed  that  affected  their  business  or  was  supposed  to. 
affect  it? 

Mr.  Carnegie.  I  do  not  know  that  they  ever  supposed  it. 

Mr.  McGiLLicuDDY.  You  are  not  answering  my  question.  Was  it 
not  their  duty  to  do  it? 

Mr.  Carnegie.  You  can  ask  the  others  about  that.  I  am  not  going 
to  say  what  was  one  man's  duty  and  the  other  man's  duty. 

Mr.  McGiLLicuDDY.  Do  you  not  know  what  the  duty  of  your  own 
attorneys  was? 

Mr.  Young.  You  mean  under  the  terms  of  their  employment,  of 
course  ? 

Mr.  McGiLLicuDDY.  I  mean  their  duties  as  attorneys  to  your 
company. 
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Mr.  Caenegie.  Mind  you,  I  do  not  know  whether  they  should  be 
held  to  know  everything  that  was  passing  and  apprise  us  of  it. 

Mr.  McGiLiJCUDDY.  Do  you  not  know  that  it  was  the  duty  of 
your  attorneys  to  keep  you  informed  as  to  legislation  in  Congress 
that  affected  the  business  of  your  company? 

Mr.  Caenegie.  No  ;  I  do  not. 

Mr.  McGiLLicuDDY.  You  did  not  know  that  then?  What  did  you 
have  attorneys  for? 

Mr.  Caenegie.  In  case  we  appealed  to  them  for  any  information, 
and  so  they  would  defend  us  in  court,  and  so  on. 

Mr.  McGellictiddy.  And  they  were  never  to  let  you  know  anything 
unless  you  appealed  to  them. 

Mr.  Caenegie.  I  would  not  say  that.  I  never  heard  the  question 
raised. 

Mr.  McGiLLicuDDT.  But  did  you  not  understand 

Mr.  Caenegie  (interposing).  I  have  said  six  times  that  I  never 
understood  it;  never  thought  of  it. 

Mr.  McGrLLiCTJDDY.  Your  idea  was  that  your  attorneys  were  never 
to  tell  you  what  legislation  had  been  passed  unless  you  asked  them? 

Mr.  Caenegie.  Excuse  me.  I  had  no  idea  what  their  duties  were, 
whether  they  embraced  that  or  not.  Their  intercourse  was  with  the 
officials  of  the  firm.  Why  should  not  they  nominate  the  president? 
Why  should  they  not 

Mr.  McGiLLicuDDY.  Just  answer  my  question.    That  is  all  I  ask. 

Mr.  Reed.  I  will  answer  it,  if  you  wish,  Mr.  McGillicuddy. 

Mr.  McGillicuddy.  When  you  get  on  the  stand  I  will  ask  you 
about  it.    I  am  asking  Mr.  Carnegie  now. 

Mr.  Caenegie.  I  am  so  ignorant  of  these  things  pertaining  to 
lawyers  and  what  they  ought  to  do. 

Mr.  McGillicuddy.  It  is  not  that.  As  the  principal  owner  in 
that  company,  with  an  attorney  like  Philander  C.  Knox,  would  you 
not  expect  him  to  inform  you,  without  ever  being  asked,  as  to  legis- 
lation as  important  as  the  antitrust  act  of  1890  ? 

Mr.  Caenegie.  I  would  not.     I  would  consider  Mr.  Knox 

Mr.  McGillicuddy  (interposing).  That  is  all  right. 

Mr.  Caenegie.  Wait  until  I  have  answered. 

Mr.  McGillicuddy.  You  have  answered  the  question. 

Mr.  Caenegie.  I  do  not  want  to  stop  here.  I  am  going  to  judge 
whether  I  have  answered  at  this  time,  and  not  you. 

I  had  no  relations  with  these  gentlemen.  I  was  a  holder  of  stock 
in  the  steel  company.  They  had  no  duties  to  me.  I  did  not  em- 
ploy them. 

Mr.  McGillicuddy.  But  you  were  the  principal  owner  in  that 
company  ? 

Mr.  Caenegie.  I  was  the  principal  private  owner.  Was  I  to  be 
bothered  all  the  time  because  I  owned  stock  in  a  concern  with  law- 
yers coming  to  tell  me  this,  that,  and  the  other  thing  ? 

Mr.  McGillicuddy.  Let  us  let  that  go.  They  did  not  inform  you, 
and  you  were  left  in  complete  ignorance  with  reference  to  the  legal 
effect  of  that  act  on  your  business.    That  is  true,  is  it  ? 

Mr.  Caenegie.  That  is  quite  true. 

Mr.  McGn^LicuDDY.  Very  good ;  and  yet 

Mr.  Caenegie  (interposing).  Nobody  ever  mentioned  the  Sherman 
Act  to  me,  that  I  remember. 
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Mr.  McGiLLicTjDDT.  I  understand,  and  I  believe  everything  you  say 
about  it. 

Did  you  recommend  that  same  attorney,  Philander  C.  Knox,  for 
appointment  as  Attorney  General  of  the  United  States  later  on  ? 

Mr.  Carnegie.  I  never  did 

Mr.  Reed,  Sr.  Yes ;  you  did,  Mr.  Carnegie,  pardon  me. 

Mr.  Caexegie.  Did  I?     [Laughter.] 

Mr.  iVIcGiLLicDDDT.  I  want  to  know 

Mr.  Carnegie.  I  want  to  tell  you  the  truth.  I  do  not  remember  at 
the  moment. 

Mr.  McGiLLicuDDY.  That  is  just  exactly  what  I  want  to  kn6w. 

Mr.  Carnegie.  I  do  not  remember  at  the  moment.  How  was  that, 
Judge  ? 

Mr.  Reed,  Sr.  Certainly.  You  wrote  a  letter  for  him  to  President 
McKinley. 

Mr.  McGiLLiCTjDDT.  After  10  years'  experience  with  that  attoiTiey, 
who  never  let  you  know  anything  about  the  passage  of  the  antitrust 
law,  did  you  later  on  recommend  him  to  the  President  of  the  United 
States  as  a  proper  man  to  be  appointed  as  Attorney  General  of  the 
United  States? 

Mr.  Reed,  Sr.  I  object  to  the  question  as  irrelevant  to  the  inquiry, 
and  I  ask  the  committee  to  rule  on  the  objection. 

Mr.  McGiLLicuDDT.  I  think  it  is  very  relevant  to  the  inquiry. 

Mr.  Carnegie.  I  am  very  anxious  to  answer  it. 

Mr.  McGiLLicuDDY.  And  I  am  very  anxious  to  have  you  answer  it. 

Mr.  Reed.  Does  the  chairman  overrule  my  objection? 

The  Chairman.  Yes. 

Mr.  YoiTNG.  I  understand  the  witness  has  answered.  I  understood 
that  the  answer  to  that  question  was  in  the  affirmative,  and 

Mr.  McGillicuddt.  Just  a  moment.  You  have  had  all  the  time 
and  I  have  kept  quiet,  and  I  want  to  ask  some  questions  now  myself. 

Mr.  Carnegie.  Here  is  your  answer 

Mr.  McGillicuddt.  And  no  more  nonsense. 

Mr.  Carnegie.  Here  is  your  answer 

Mr.  McGiLLicuDDY.  Wait  a  minute.  Did  you  after  10  years'  ex- 
perience, such  as  you  have  just  described,  with  Mr.  Knox,  recommend 
him  to  the  President  of  the  United  States  as  a  proper  man  to  be  ap- 
pointed as  Attorney  General  of  the  United  States  ? 

Mr.  Carnegie.  Let  me  answer  you. 

Mr.  McGillicuddt.  Yes  or  no  to  that,  please. 

Mr.  Carnegie.  No,  sir ;  I  will  not  answer  yes  or  no  to  that.  I  will 
answer  it  and  explain  myself- 


Mr.  McGillicuddt.  Wait  a  minute- 


Mr.  Reed,  Sr.  Just  say  "  yes,"  Mr.  Carnegie,  and  then  explain. 

Mr.  McGillicuddt.  I  will  let  you  explain. 

Did  you  recommend  him  ? 

Mr.  Carnegie.  Yes. 

Mr.  McGiLLicncTDDT.  You  did? 

Mr.  Carnegie.  Yes. 

Mr.  McGillicuddt.  Now  you  may  make  any  explanation  you 
please. 

Mr.  Carnegie.  I  beg  pardon.  I  am  so  unused  to  these  legal  forms 
that  you  will  pardon  me.    I  have  given  evidence  in  court  but  twice 
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in  my  life,  and  one  of  those  occasions  was  a  case  where  I  was  a  wit- 
ness to  an  accident.    You  see  how  I  have  avoided  legal  matters. 

Mr.  McGiLLicuDDY.  That  is  all  right.    You  say  you  did  recommend 
him 


Mr.  Carnegie  (interposing).  Wait  a  minute.     I  did,  but 

Mr.  McGiLLioTiDDT.  I  want  the  "  but "  now. 

Mr.  Caenegie.  I  object  to  the  form  of  your  question  in  saying  after 
I  had  experience  that  he  had  not  apprised  me  of  the  Sherman  law. 
I  did  not  know  the  Sherman  law  arjplied  to  our  business.  Mr.  Knox 
had  no  official  relations  with  me.  I  was  a  private  stockholder.  If  he 
had  a  duty  it  was  to  the  officers  of  the  company.  I  think  you  will 
understand  that. 

Mr.  McGiLLicuDDT.  Do  you  not  think  he  had  a  duty  to  the  princi- 
pal owner  of  the  company? 

Mr.  Carnegie.  The  principal  owner  has  no  more  rights  than  every 
other  stockholder  has. 

Mr.  McGiLLictJDDY.  Let  me  ask  you  this :  Who  put  the  officers  in 
the  company  except  the  principal  stockholder? 

Mr.  (jARNEGiE.  My  dear  sir,  I  do  not  renjember  who  appointed  Mr. 
Knox  and  Mr.  Keed. 

Mr.  McGiLLicuDDT.  But  you  were  the  principal  stpckholder? 

Mr.  Carnegie.  *rhe  principal  stockholder,  if  he  is  not  an  official 
of  the  company  is  a  mere  stockholder. 

Mr.  McGiLiiicTJDDT.  But  you  were  a  niajority  stockholder? 

Mr.  Carnegie.  He  can  use  his  majority  oj-  not,  as  he  pleases. 

Mr.  McGiLLicuDDT.  Did  you  use  yours? 

Mr.  Carnegie.  Not  in  the  slightest. 

Mr.  McGiLLicuDDY.  You  did  not  vote  your  stock  at  the  annual 
elections  ? 

Mr.  Carnegie.  Never.  I  do  not  think  we  had  annual  elections — 
except  to  go  through  the  forms. 

Mr.  McGiLMCUDDY.  What  is  the  form?  That  is  what  I  want  to 
know.  There  was  no  substance  to  it?  Who  went  through  the 
form? 

Mr.  Carnegie.  The  directors  themselves. 

Mr.  McGiLLicuDDT.  Who  voted  ypur  stock  ? 

Mr.  Carnegie.  Was  it  ever  voted?  I  do  not  belieye  it  was  ever 
voted. 

Mr.  McGiniiicuDDY.  How  did  they  ever  have  an  annual  meeting 
without  any  vote  of  the  majority  stockholder  ? 

Mr.  Carnegie.  Because  the  only  stockholders  there  would  act. 

Mr.  McGiLLioupDY.  How  could  they  act  unless  they  had  a  ma- 
jority? 

Mr.  CAENEGrp.  I  do  not  think  that  is  so 

Mr.  McGiiiLicuDDT.  Did  you  leave  that  all  to  your  attorneys? 

Mr.  Carnegie.  No  ;  not  to  my  attorneys. 

Mr.  McGiLLicuDDT.  To  whom  did  you  leave  it  ? 
Mr.  Carnegie.  To  my  partners. 

Mr.  McGiLLicDDDT*.  Who  were  your  partners  that  did  that  for 
you? 
Mr.  Carnegie.  I  can  not  give  you  the  list  offhand. 
Mr.  McGiLLicDDDY.  Give  me  some  of  the  names. 
Mr.  Carnegie.  I  would  rather  get  the  list  and  give  them  to  you. 
Mr.  McGnxicuDDY.  Will  you  do  that  later  ? 
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Mr.  Caenegie.  Yes.  I  will  make  a  note  of  this.  I  want  you  to 
get  it.  I  do  not  ever  remember  attending  an  annual  meeting.  I  did 
not  know  when  they  took  place.  I  lived  in  New  York.  I  was  away 
about  half  the  time. 

Mr.  McGrLLicuDDY.  At  the  same  time  that  Mr.  Knox  went  mto 
the  Cabinet  of  the  President  of  the  United  States,  did  Mr.  Eeed,  the 
other  partner,  go  into  the  directorate  of  the  United  States  Steel  Co.? 

Mr.  Caenegie.  I  am  unabld  to  answer  that. 

Mr.  McGrLLicTJDDT.  You  may  consult  with  Mr.  Reed. 

Mr.  Eeed,  Sr.  Yes. 

Mr.  McGrLLicTJDDY.  That  is  true,  is  it? 

Mr.  Reed,  Sr.  Certainly. 

Mr.  McGiLMCTTODT.  Then  the  two  attorneys  that  your  company 
had  for  these  10  years,  from  1890  to  1900,  one  of  them  went  into  the 
Cabinet  of  the  President  of  the  United  States  and  the  other  went 
into  the  directorate  of  the  United  States  Steel  Co.?     Is  that  right? 

Mr.  Caenegie.  So  the  judge  says. 

Mr.  McGiLLicuDDY.  You  have  no  doubt  that  is  true? 

Mr.  Caenegie.  Anything  he  says  is  true. 

Mr.  McGiLLicuDDY.  During  all  that  time  that  Mr.  Knox  was  your 
attorney,  or,  rather,  during  the  time  that  Knox  and  Reed  were  your 
attorneys — and  when  I  say  "  you  "  I  mean  the  company— — 

Mr.  Caenegie.  Yes.  Please  make  that  plain.  When  Knox  and 
Reed  were  the  official  solicitors  or  lawyers  of  the  Carnegie  Steel  Co.  ? 

Mr.  McGiLLicuDDY.  Yes.  Did  you  personally  consult  with  either 
of  them  in  regard  to  your  personal  affairs  connected  with  the 
company  ? 

Mr.  Caenegie.  What  would  you  call  my  personal  affairs  connected 
with  the  company? 

Mr.  McGiLLicTODDY.  Your  ownership  of  the  stock  and  the  disposi- 
tion of  it. 

Mr.  Caenegie.  I  never  had  any  cause  to  consult  anybody  about 
that. 

Mr.  McGiLLicuDDY.  Then  you  never  did  ? 

Mr.  Carnegie.  No.    Listen.    I  owned  the  stock 

Mr.  McGiLLicuDDY  (interposing).  I  know  that. 

Mr.  Caenegie.  It  was  in  my  possession. 

Mr.  McGiLLictTDDY.  I  know  that. 

Mr.  Caenegie.  What  would  be  the  necessity  for  me  to  consult 
anybody  about  that? 

Mr.  McGiLLicuDDY.  I  was  going  to  try  and  find  out.  Now,  then, 
before  you  sold  your  stock  to  the  United  States  Steel  Corporation,  or 
Mr.  Morgan,  acting  for  them,  did  you  consult  with  Mr.  Morgan,  or 
with  Mr.  Knox,  or  with  Mr.  Reed,  in  regard  to  that  transfer? 

Mr.  Caenegie.  I  never  saw  either  of  them  in  regard  to  it. 

Mr.  ilcGiujciTDDY.  Did  you  consult 

.  Mr.  Caenegie.  Will  you  just  wait  a  minute?  I  gave  some  testi- 
mony here  the  other  day  in  which  I  said  I  never  saw  Mr.  Morgan; 
never  spoke  to  him;  that  the  only  man  I  did  see  was  Mr.  Schwab. 
He  came  and  said  Mr.  Morgan  did  not  like  to  approach  me  on  the 
subject,  but  he  would  like  to  know  if  I  wished  to  retire  from  business. 
I  told  Mr.  Schwab,  just  as  the  partners  wished;  that  I  was  ready. 
I  gave  a  price  to  Mr.  Morgan,  with  which  he  was  entirely  satisfied, 
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and  never  made  a  word  of  complaint  that  I  heard  of;  gave  me  the 
price  I  asked.    And  there  is  all  there  is  about  it. 

Mr.  McGiLLicuDDT.  Did  you  consult  with  any  attorney  before  you 
sold  the  stock  to  the  United  States  Steel  Corporation,  or  to  the 
syndicate  that  later  formed  it? 

Mr.  Carnegie.  I  never  consulted  with  anybody.  Mr.  Schwab 
came  to  me  unexpectedly.  It  was  news.  It  was  all  closed  almost  in 
the  time  you  and  I  have  been  conversing. 

Mr.  McGiLLicuDDY.  You  said  yesterday  there  was  a  great  increase 
in  the  profits  of  the  Carnegie  Steel  Co.  from  1899  to  1900. 

Mr.  Carnegie.  No  ;  Mr.  Schwab  had  figures  showing  that. 

Mr.  McGiLLicuDDY.  But  they  were  correct,  were  they  not?  You 
verified  them? 

Mr.  Carnegie.  No;  I  did. not  verify  them. 

Mr.  McGiLLiCTjDDY.  You  are  satisfied  they  are  true  ? 

Mr.  Carnegie.  I  was  satisfied  with  what  he  told  me. 

Mr.  McGiLLicTJDDY.  How  do  you  account  for  that  great  increase 
in  the  profits  for  that  particular  year? 

Mr.  Carnegie.  I  must  refer  you  to  the  president  of  the  company. 
I  know  nothing  about  it ;  I  can  not  tell  you. 

Mr.  McGiLLicTTDDY.  You  do  not  know  anything  about  how  they 
came  about? 

Mr.  Carnegie.  No;  I  do  not.     I  took  Mr.  Schwab's  statement. 

Mr.  McGiLLicuDDY.  Do  you  think  the  tariff  act  of  1897  had  any- 
thing to  do  with  it  ? 

Mr.  Carnegie.  I  don't  know.  What  was  done  in  1897  with  the 
tariff? 

Mr.  McGiLLicuDDY.  Don't  you  know? 

Mr.  Carnegie.  No.  [Laughter.]  Tariffs  never  bothered  me  very 
much.  ' 

Mr.  McGiLLicuDDY.  Do  you  remember  the  Dingley  Tariff  Act? 

Mr.  Carnegie.  Dingley? 

Mr.  McGiLiiicuDDY.  Yes. 

Mr.  Carnegie.  I  remember  Dingley  well ;  he  was  from  Maine. 

Mr.  McGiLLicDDDY.  Don't  you  remember  the  Dingley  bill,  the 
act? 

Mr.  Carnegie.  I  remember  there  was  such  a  bill,  but  whether  it 
raised  or  "reduced  the  duties  I  do  not  at  the  moment  recall. 

Mr.  McGiLLicuDDY.  You  do  not  know  anything  about  it? 

Mr.  Carnegie.  Well,  if  you  will  tell  me  what  it  did,  I  will  then 
probably  remember  it  was  so.    The  Dingley  tariff — ^let  me  see. 

The  Chairman.  It  was  the  tariff  after  the  Wilson  bill. 

Mr.  Gardner.  It  was  the  tariff  which  superseded  the  election  of 
McKinley. 

Mr.  Carnegie.  I  do  not  think  that  raised  the  steel  duties,  did  it? 

Mr.  McGiLLicuDDY.  Whether  it  did  or  not,  immediately  succeed- 
ing that  was  the  greatest  increase  in  profit  that  the  Carnegie  Co. 
ever  knew  in  its  history,  was  there  not? 

Mr.  Carnegie.  I  can  not  answer  that? 

Mr.  McGiLLicuDDY.  Mr.  Schwab  told  you  so. 

Mr.  Carnegie.  No ;  not  that  it  was  the  greatest  in  its  history.  He 
did  not  say  that. 

Mr.  McGiLLicuDDY.  It  was  a  great  increase. 

Mr.  Carnegie.  I  am  delighted  to  hear  it.     [Laughter.] 
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Mr.  McGrLLiCTTDDT.  You  heard  it  from  Mr.  Schwab  first. 

ZUr.  Carnegie.  I  did  not  say  anything  about  a  great  increase. 
He  came  to  me  and  said:  "Mr.  Carnegie,  there  is  that  option  that 
we  gave  to  the  people  to  pay  the  $2,000,000  to  get  it,  and  I  think  it 
is  fair,  Avith  the  changes  that  have  taken  place."  I  think  he  did 
speak  about  the  great  boom  in  steel.  Probably  we  were  filled  with 
orders  and  big  prices. 

Mr.  McGiLLicTJDDT.  My  attention  has  been  called  to  the  net  profits 
of  the  Carnegie  Steel  Co.  In  1896  they  are  put  down  as  $6,000,000; 
in  1897,  $7,000,000;  in  1898,  $11,500,000;  in  1899,  $21,000,000;  and  in 
1900,  $40,000,000. 

How  do  you  account  for  that  great  increase  right  after  the  passage 
of  the  Dingley  tariff  bill? 

Mr.   Carnegie.    You   know   there   are   ups   and    downs   of  steel. 
Panics  come.    I  don't  know  whether  this  was  a  return  from  dull  trade  ' 
or  not.     At  the  moment  I  do  not  know;  I  can  not  place  the  dates. 
But  we  were  subject  to  ups  and  downs — very  great  ups  and  downs— 
in  steel. 

Mr.  McGellicuddt.  But  these  were  all  ups. 

Mr.  Carnegie.  Ah ;  there  is  where  the  good  thing  came  in. 

Mr.  McGiLLicuDDY.  I  know  when  the  good  thing  came  in,  all 
right. 

Mr.  Carnegie.  That  is  the  reason  that  Schwab  was  able  to  present 
such  a  statement  to  me. 

Mr.  McGiLLicxJDDY.  What  is  the  reason? 

Mr.  Carnegie.  Oh,  what  did  it  ? 

Mr.  McGiLLicunoT.  Yes ;  what  did  it  ? 

Mr.  Carnegie.  I  would  have  to  go  back  and  have  things  recalled 
to  me,  and  then  I  believe  I  could  give  you  an  answer.  It  was  a 
great  demand  for  steel. 

Mr.  McGiLLicuDDT.  Can  you  think  of  anything  else  that  did  it, 
except  the  Dingley  tariff  bill? 

Mr.  Carnegie.  If  that  raised  the  duties,  how  would  that  do  it? 

Mr.  McGiLLiCTTDDY.  It  did  raise  the  duties. 

Mr.  Carnegie.  No;  I  think  the  tariff  has  had  very  little  effect  on 
the  steel  market  in  recent  years. 

Mr.  McGiLLicTJDDY.  How  can  you  account  for  that  raise,  from 
$6,000,000  to  $40,000,000? 

Mr.  Carnegie.  I  can  not  account  for  it,  except  our  good  fortune. 

Mr.  ^IcGiLLicuDDY.  "WTiat  was  your  good  fortune? 

Mr.  Carnegie.  To.  make  these  great  numbers  of  millions  of  profit 
more  than  we  did  before. 

Mr.  McGiLLicuDDY.  Do  you  know  anything  about  what  the  cam- 
paign contributions  were  previous  to  1897 — the  election  before  that? 

Mr.  Carnegie.  I  have  not  the  slightest  idea. 

Mr.  McGiLLicuDDY.  That  was  done  without  your  knowledge? 

Mr.  Carnegie.  Campaign  contributions? 

Mr.  McGiLLicuDDY.  Contributions  in  1896,  the  year  before  this 
enormous  increase. 

Mr.  Carnegie.  I  don't  remember  what  my  contribution  was. 

Mr.  McGiLLicuDDY.  Well,  you  gave  something. 

I\Ir.  Carnegie.  You  say  so,  but  I  can  not  remember. 

Mr.  ]\IcGiLLicuDDY.  You  say  you  can  not  remember  what  it  was, 
and  I  assume  you  gave  something. 
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Mr.  Cahnegie.  It  is  a  presumption  yom  could  well  entertain.  I 
have  always  supported  my  party,  but  I  could  not  tell  you  what  I 
did  then. 

Mr.  McGiLLicuDDY.  You  can  not  remember  how  liberally  you  did 
it  that  year  ? 

Mr.  Caeneghe.  No  ;  nor  amy  special  year. 

Mr.  McGrLLiOTTDDY.  But  you  have  always  done  it  steadily? 

Mr.  Carnegie.  I  might  not  have  done  it  some  years. 

Mr.  McGiLLtcuDDY.  You  are  sure  you  did  it  that  year,  are  you  not? 

Mr.  Cabnegie.  No;  not  that  year.  That  is  a  special  year.  I  can 
not  tell  you.    I  would  not  swear  I  did. 

Mr.  McGiLLicuDDY.  It  has  been  your  rule? 

Mr.  Eeed.  I  object  to  that  question  as  irrelevant,  having  nothing 
whatever  to  do  with  the  inquiry  nor  within  the  scope  of  the  resolu- 
tion. 

The  Chairman.  It  might  call  his  mind  to  the  passage  of  these 
acts — the  fact  that  they  came  around  at  these  stated  periods  for  a 
stipend. 

Mr.  Eeed.  I  object  to  it  as  irrelevant. 

Mr.  Gardner.  The  examination  along  this  line  forces  an  unneces- 
sary continuance.  I  shall  have  to,  if  this  goes  on,  take  up  the  speaker 
and  ask  him  if  4t  was  not  immediately  after  the  Democratic  Party 
had  gone  out  of  power.  I  hope  this  committee  is  not  going  to  take 
up  the  time  of  this  hearing  in  asking  questions  of  this  nature,  which 
seem  to  me  necessitates  the  other  side  projecting  similar  questions 
reflecting  on  the  want  of  prosperity  before  that  time,  when  we  are 
really  trying  to  secure  information  and  have  wasted  two  days  without 
getting  any. 

Mr.  McGiLLicuDDY,  I  do  not  agree  with  the  gentleman.  I  think 
we  are  getting  a  great  deal. 

Mr.  Gardner.  Oh,  well. 

Mr.  McGillicuddy.  And  when  you  speak  about  prosperity,  if  the 

{)eople  of  this  country  as  a  rule  had  increased  their  profits  six  mil- 
ion  a  year  to  forty  million,  there  might  be  some  force  in  what  you 
say. 

Mr.  Gardner.  Well,  we  are  not  getting  information  that  has  not 
been  published  10,000  times. 

Mr.  McGillicuddy.  We  may  not  be  getting  information  that  is 
satisfactory  to  you. 

Mr.  Gardner.  Go  ahead. 

Mr.  McGillicuddy.  But  it  is  information  just  the  same. 

Mr.  Gardner.  Go  ahead. 

Mr.  Eeed.  Does  the  committee  overrule  my  objection  ? 

The  Chairman.  Proceed. 

Mr.  Gardner.  I  app^^l  from  the  decision. 

The  Chairman.  Mr.  McGillicuddy 

Mr.  McGillicuddy  (interposing).  I  will  not  inflict  any  vote  on 
this  committee. 

Mr.  Gardner.  We  have  had  this  same  thing  before. 

Mr.  McGillicuddy.  Mr.  Carnegie,  I  simply  want  to  ask  this  ona 
question,  and  I  will  waive  the  others : 

Can  you  give  this  committee  any  information  that  will  Show  this 
increase  in  profits  from  six  million  a  year  to  forty  million  a  year, 
•xcept  what  is  due  to  the  Dingley  Tariff  Act? 

17042— No.  35—12 i 
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Mr.  Carnegie.  I  have  told  you  the  Dingley  Tariff  Act  had  little 
or  nothing  to  do  with  it. 
Mr.  McGiLLicuDDT.  What  did  it  have  to  do  with  it? 
Mr.  Caenegie.  You  can  not  show  after  the  Dingley  tariff  any  dif- 
ference, or  much  difference,  in  our  export  of  steel,  and  that  would  be 
the  only  feature  of  the  Dingley  tariff  that  would  interfere.    I  think, 
sir,  that  it  was  this:  You  know,  Mr.  McGillicuddy,  that  we  have 
waves  of  prosperity.    The  iron  and  steel  business  was  liable  to  that 
at  all  times.    You  have  a  panic,  and  steel  prices  go  down  and  there 
is  no  expansion.    Then  when  you  want  more  steel  it  takes  a  long 
time  to  mine  more  ore,  and  to  get  more  fuel  to  get  ready  to  increase 
the  product.    You  do  that  gradually  and  you  have  two  or  three  years 
of  prosperity,  and  then  you  overdo  it  and  you  have  two  or  three  years 
'  of  quiet  business  times. 

I  think  if  you  will  take  it  from  the  time  we  started  that  prosperity 
comes  in  waves. 

Mr.  McGillicuddy.  Can  you  give  any  special  reason  why  this  came 
in  such  a  wave  immediately  after  that  act  was  passed  and  not  before? 
Mr.  Carnegie.  Because  there  were  dull  times  before.  You  will 
find  it  is  in  waves  up  and  down  this  way :  You  can  not  increase  iron 
and  steel — you  have  to  open  more  mines;  you  have  to  build  more 
blast  furnaces.  It  takes  some  time  before  you  can  meet  a  demand, 
and  then  prices  are  rising.  After  a  while,  when  the  production  equals 
consumption,  then  it  commences  to  fall  again,  and  it  just  goes  in 
waves,  up  and  down. 

I  think  if  you  will  watch  the  price  of  steel  you  will  find  on  thess 
charts  that  it  is  remarkable  for  that. 

Mr.  McGillicuddy.  Well,  I  have  found  on  this  chart  that  it  ran  up 
from  six  million  a  year  profit  to  forty  million. 
Mr.  Carnegie.  Yes. 

Mr.  McGillicuddy.  And  I  would  like  to  laiow  the  reason  for  it. 
That  is  an  enormous  increase.  None  of  the  rest  of  us  shared  in  that 
kind  of  prosperity. 

Mr.  Carnegie.  Because  iron  and  steel  is  the  last  thing  that  can 
be  produced  or  the  production  increased.  It  takes  time.  The  ore 
has  to  be  mined. 

Mr.  McGillicuddy.  Now,  you  have  given  a  very  good  explana- 
tion for  your  position.     We  wili  let  it  go  at  that. 

In  regard  to  contributions  for  the  campaigns  previous  to  this 
phenomenal  increase,  you  say  that  you  did  contribute  regularly  to- 
ward the  support  of  your  party  ? 
Mr.  Reed.  I  object  to  that  question. 
Mr.  McGillicuddy.  He  has  already  answered. 
Mr.  Danforth.  The  Chair  has  ruled  on  that. 
Mr.  McGillicuddy.  I  will  withdraw  that  question,  as  to  your  indi- 
vidual campaign  contributions,  and  ask  if  your  company  did  not 
make  a  contribution  also  ? 

Mr.  Carnegie.  I  never  heard  of  their  making  a  political  contri- 
bution. 
Mr.  McGillicuddy.  Did  not  they  make  any  contributions? 
Mr.  Carnegie.  Not  that  I  know  of. 

Mr.  McGillicuddy.  And  you  were  the  principal  stockholder  in 
the  company? 

Mr.  Carnegie.  Yes;  but  I  do  not  think  I  was  ever  at  an  annual 
meeting.    I  never  was  at  the  board  of  directors'  meetings. 
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Mr.  McGiLLiCTJDDT.  But  you  did  individually  make  contributions  ? 

Mr.  Beed.  I  object  to  the  question  and  ask  the  committee  to  rule 
on  it. 

Mr.  McGui-icDDDT.  You  did  make  individual  contributions ;  I  am 
not  asking  about  the  amounts  ? 

Mr.  Beed.  I  object  to  the  question  as  to  contributions  at  all  by 
this  witness  individually. 

Mr.  McGiLLictJDDY.  Are  you  willing,  Mr.  Carnegie,  to  answer  that 
yourself  ? 

Mr.  Carnegie.  No,  sir. 

Mr.  McGiLLicuDDY.  You  do  not  want  to  ? 

Mr.  Caknegie.  No,  sir. 

Mr.  McGiLLicuDDY.  You  refuse  to  answer,  do  you  ? 

Mr.  Carnegie.  No  ;  I  do  not. 

Mr.  McGiLLicuDDY.  I  say,  you  are  willing  to  answer  it.  I  thought 
you  were. 

Mr.  Carnegie.  I  don't  care 

Mr.  Beed  (interposing).  I  object  to  the  question  in  behalf  of  the 
Steel  Corporation. 

Mr.  McGiijLicttddy.  "What  has  the  Steel  Corporation  to  do  with 
his  individual  contribution? 

Mr.  Beed.  It  has  a  whole  lot  to  do  with  this  inquiry. 

Mr.  McGillicuddy.  Please  explain  how  it  has  a  whole  lot  to  do 
with  it. 

Mr.  Beed.  I  understand  the  resolution  of  Congress  directed  an 
inquiry  into  the  aifairs  of  the  Steel  Corporation. 

Mr.  McGiLLicuDDY.  Why  are  you  afraid  to  have  this  information 
given  ? 

Mr.  Beed.  I  am  not  afraid.  I  am  trying  to  confine  the  proceed- 
ing to  the  scope  of  the  resolution  by  Congress. 

Mr.  McGillicuddy.  If  Mr.  Carnegie  is  willing  to  answer,  it  does 
not  seem  to  me  you  ought  to  object. 

Mr.  Beed.  I  do  object,  and  ask  the  committee  to  pass  on  it. 

Mr.  McGiLiiiGUDDY.  You  do  not  object,  do  you,  Mr,  Carnegie? 

Mr.  Carnegie.  Oh,  yes;  if  Mr.  Beed  does.     [Laughter.] 

Mr.  McGiLLicuDDY.  Oh,  if  he  does? 

Mr.  Beed.  He  is  not  my  client. 

Mr.  MoGiLLicuDDY.  I  guess  we  will  let  it  go. 

Mr.  Carnegie.  Now,  that  is  right;  that  pleasant  smile  comes  over 
your  face. 

The  Chairman.  Mr.  Carnegie,  I  would  like  to  ask  you  this  ques- 
tion, because  the  chair  is  inclined  to  hold  that  so  far  as  a  man's  per- 
sonal contribution  is  concerned,  made  simply  as  an  individual,  he 
would  not  press  that. 

But  as  to  those  contributions,  if  any,  that  were  made,  such  as  you 
say  you  made,  were  they  made  because  of  a  sentimental  regard  that 
you  entertained,  for  instance  for  a  person  or  a  party,  or  did  you 
make  them  beitause  you  felt  that  your  business  interests  were  best 
subserved  by  keeping  a  particular  party  or  a  particular  individual  in 
office? 

Mr.  Carnegie.  I  answer  strongly  that  the  political  or  business 
basis  had  no  bearing  whatever  with  me.  We  would  do  well  under 
any  tariff.  I  never  asked  an  increase  in  the  tariff.  I  have  always 
voted  for  a  lower  one. 
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Mr.  Bartlett.  You  are  ready  to  have  a  lower  one  on  steel  product! 
now? 

Mr.  Carnegie.  I  have  insisted  that  all  my  life,  and  told  President 
McKinley :  I  do  not  believe  there  is  any  good  done  for  the  doctrine 
of  protection  when  we  do  not  need  it. 

Mr.  Babtlett.  You  do  not  need  it  now  ? 

Mr.  Carnegie.  Not  in  steel. 

Mr.  Bartlett.  That  is  what  I  mean,  in  steel. 

Mr.  Carnegie.  No. 

Mr.  Bartlett.  You  can  compete,  and  do  compete,  with  the  world 
now  successfully,  and  could  do  it  without  the  tariff  as  well  as  you 
do  now? 

Mr.  Carnegie.  That  is  my  opinion. 

Mr.  Young.  Mr.  Carnegie,  I  wish  to  ask  you  a  few  questions,  and 
they  will  be  somewhat  disconnected,  because  I  shall  try  to  fill  gaps 
that  I  thought  existed  in  your  testimony  as  it  went  along.  There  are 
some  things,  at  least,  I  do  not  understand. 

First,  to  go  back  to  the  beginning,  I  did  not  quite  understand  the 
sequence  of  the  events,  or  a  portion  of  them,  that  you  testified  to  in 
regard  to  your  career  in  the  steel  business. 

Mr.  Carnegie.  Well,  I  will  do  the  best  I  can  for  you. 

Mr.  Young.  I  understood  you  to  say  that  your  first  investment  in 
this  business  was  in  1861 ;  a  very  small  investment,  $1,500.  That 
was  in  iron,  the  Keystone  Bridge  Co.  ? 

Mr.  Carnegie.  Yes,  sir. 

Mr.  Young.  This  was  followed  by  investments  in  certain  other 
iron  enterprises  running  along  through  the  early  sixties,  aild  in  1873 
you  made  your  first  investment  in  steel,  in  the  Edgar  Thomson 
Steel  Works,  which  was  organized  into  a  corporation  the  next  year. 

You  refer  also  to  a  purchase  of  certain  patents  of  one  Sidney 
Thomas.    When  did  that  occur? 

Mr.  Carnegie.  I  have  to  get  my  dates.  I  am  afraid  I  stuck  the 
memorandum  of  dates  in  my  pigeon  hole  at  the  hotel,  believing  I 
was  done  with  it.    What  is  the  question? 

Mr.  Young.  The  question  is.  What  was  the  date  of  the  purchase  of 
the  interest  in  the  Sidney  Thomas  patents? 

Mr.  Carnegie.  I  am  so  sorry  I  have  not  that  memorandum  her«. 
I  thought  we  were  all  dorte  with  it,  and  I  left  it  at  the  hotel. 

Mr.  Young.  What  were  those  patents  ? 

Mr.  Carnegie.  They  are  known  as  the  Thomas-Gilchrist  patents. 
They  enabled  the  Bessemer  process  to  work  ores  with  high  phos- 
phorus, because  he  threw  in  what  we  call  a  basic  lining,  and  it  was 
found  the  phosphorus  had  an  affinity  for  it.  It  ran  into  these  things, 
and  it  tumbled  the  ladle  over,  and  out  went  the  phosphorus. 

Mr.  Sterling.  That  was  in  1886,  when  you  went  back  to  Sect- 
land? 

Mr.  Carnegie.  I  left  the  memorandum  at  the  hotel.  I  supposed 
that  I  was  done  with  it. 

Mr.  Young.  Your  first  investment  in  steel  was  in  1873,  so  your 
purchase  of  these  patents  was  after  that,  was  it  not  ? 

Mr.  Carnegie.  Oh,  j^es — Sidney  Thomas — certainly. 

Mr.  Young.  The  basic  process  had  not  been  discovered  or  invented 
in  1879,  had  it? 

Mr.  Carnegie.  You  see,  we  started  into  the  steel  later  than  th« 
Cambridge  Co.   and  the  Pennsylvania  Steel  Co.     Whether  I  ar- 
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ranged  for  those  patents  before  or  after  we  made  a  start  I  don't 
know ;  I  think  not.    I  think  it  was  after  we  made  a  start. 

Mr.  YoTJNG.  Yes.  Is  it  not  a  fact  that  you  recall  it  was  along  in 
the  eighties  some  time  1 

Mr.  Cahnegie.  If  I  gave  you  that  from  the  memorandum 

Mr.  Young.  You  did  not  give  a  date,  and  that  is  what  I  was  try- 
ing to  find  out. 

Mr.  Carnegie.  Quite  possibly.  I  can  not  really  trust  myself  to 
dates,  unless  I  read  them  from  a  memorandum. 

Mr.  Young.  But  it  was  certainly  after  you  had  established  the 
Edgar  Thompson  Steel  Works? 

Mr.  Carnegie.  Oh,  I  think  so. 

Mr.  Young.  Now,  you  referred  to  the  building  of  16  large  open- 
hearth  furnaces  under  the  direction  of  Mr.  Schwab? 

Mr.  Carnegie.  Ij;  was  not  after  the  Thomas  patents. 

Mr.  Young.  I  understand  that.  I  was  trying  to  get  the  sequence 
of  these  great  events  in  the  steel  business.   When  was  that  done  ? 

Mr.  Carnegie.  Oh,  that  was  later.  That  was  a  later  visit  to  Eng- 
land. I  heard  of  the  experiment  and  spoke  to  Mr.  Schwab  about  it 
when  I  returned.    That  was  after  we  had  the  Homestead  works. 

Mr.  Young.  When  did  you  acquire  the  Homestead  works,  if  you 
remember  ? 

Mr.  Carnegie.  I  could  not  give  you  the  date.  Judge  Eeed  says  it 
was  about  1886. 

Mr.  Young.  1886? 

Mr.  Carnegie.  Yes,  sir. 

Mr.  Young.  And  it  was  after  that? 

Mr.  Carnegie.  Certainly. 

Mr.  Young.  That  you  put  in  these  furnaces.  They  were  put  in  at 
Homestead  ? 

Mr.  Carnegie.  Yes,  sir. 

Mr.  Young.  So  that  the  sequence  of  these  events  is  this :  First,  your 
entrance  into  iron  in  1861 ;  your  entrance  into  steel  in  1873,  followed 
by  the  purchase  of  the  Thomas-Gilchrist  patents  for  the  basic  process, 
and  later,  by  the  open-hearth  ? 

Mr.  Carnegie.  Quite  so.    I  think  you  are  quite  right. 

Mr.  Young.  You  stated  that  when  you  purchased  the  Edgar 
Thomson  works  that  you  organized  a  new  company. 

Mr.  Carnegie.  Oh;  we  built  those- 

Mr.  Young.  And  bought  the  land? 

Mr.  Carnegie.  Yes. 

Mr.  Young.  And  built  the  works.  You  organized  a  new  company 
to  get  in  new  capital. 

Mr.  Carnegie.  My  partners  refusing  to  risk  the  venture. 

Mr.  Young.  In  other  of  these  ventures,  as  they  came  along  from 
time  to  time,  did  you  also  get  in  new  capital  from  the  outside  ? 

Mr.  Carnegie.  Well,  I  would  like  you  to  take  up  each  individual 
case. 

Mr.  Young.  Take  the  Homestead  works,  for  instance. 

Mr.  Carnegie.  Oh,  no;  the  Homestead  works — we  did  not  need 
capital  then.  There  were  no  new  partners  admitted.  I  do  not  mean 
the  young  men  that  we  promoted,  but  that  no  outside  capital  was 
necessary  when  we  bought  the  Homestead  works. 
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Mr.  Young.  Did  you  not  get  in  any  new  capital  after  the  building 

of  the  Edgar  Thomson  Steel  Works,  or  was  the  growth  of  the  msti- 
tution  from  that  time  from  the  inside  ? 

Mr.  Caenegie.  Yes;  of  course,  using  always  a  great  deal  more 
capital,  you  understand.  You  know  our  credit  got  so  good  that  I 
could  borrow  millions. 

Mr.  Young.  Yes ;  but  it  was  all  either  from  the  money  of  men  in 
the  business  or  the  money  which  they  borrowed,  from  that  time  on  ? 

Mr.  Caenegie.  Yes;  as  far  as  I  know. 

Mr.  Gabdnee.  When  the  Bessemer  Works  purchased  Kloman's 
unfortunate  mill,  that  is  how  you  got  in  the  Homestead  Works? 

Mr.  Cabnegib.  Mr.  Kloman  never  had  anything  to  do  with  the 
Bessemer  Works. 

Mr.  Gaednee.  The  first  steel  was  made  at  Homestead  on  March 
19,  1881? 

Mr.  Caenegie.  Ah !  That  is  it. 

Mr.  Gaednee.  But  as  I  read  it,  the  Pittsburgh  Bessemer  Steel  Co. 
(Ltd.)  took  over  the  Homestead  Works.    That  is  wrong,  is  it? 

Mr.  Reed,  Sr.  Shall  I  explain? 

Mr.  Gaednee.  Yes;  I  wish  you  would,  because  the  stockholders 
of  the  Pittsburgh  Bessemer  Co.  (Ltd.)  are  given  here,  and  there  is 
apparently  outside  capital. 

Mr.  Reed,  Sr.  Yes,  there  is.  It  was  a  company  formed  of  outside 
capital  to  build  the  Bessemer  Steel  Co.  They  did  not  make  a  very 
great  success  of  it,  and  the  Carnegie-Frick  Co.  bought  that  property 
I  think  in  about  1886.    That  is  my  recollection. 

Mr.  Young.  Now,  then,  another  subject:  You  spoke  about  the 
acquisition  of  leases  of  the  Rockefeller  land,  which  you  sent  Mr. 
Gayley  to  New  York  to  get — your  land. 

Mr.  Caenegie.  Yes,  sir. 

Mr.  Young.  Those  leases  did  not  cover  all  of  the  land  of  the  Lake 
Superior  Consolidated  Mines  Co.,  in  which  Mr.  Rockefeller  was 
interested,  did  they? 

Mr.  Caenegie.  Oh,  I  think  not. 

Mr.  Young.  Were  those  leases  transferred  to  the  Oliver  Iron 
Mining  Co.,  as  you  acquired  them  ?  Did  they  become  a  part  of  their 
property  ? 

Mr.  Caenegie.  The  judge  had  charge  of  all  these  legal  things. 
Did  we  transfer  the  Rockefeller  leases  to  the  Oliver  Mining  Co.? 

Mr.  Reed,  Sr.  I  think  so. 

Mr.  Young.  I  want  to  find  out  if  they  became  a  part  of  the  capital 
of  that  company. 

Mr.  Reed,  Sr.  I  think  it  is  very  likely. 

Mr.  Young.  Between  the  purchase  of  the  Carnegie  Co.  and  the 
sale  of  the  Carnegie  Co.  to  the  Steel  Corporation? 

Mr.  Reed,  Sr.  That  is  my  recollection. 

Mr.  Young.  That  would  be  one  thing  that  would  account  for  the 
vast  difference  in  the  prices  which  the  Carnegie  Co.  paid  for  their 
interest  and  the  price  which  the  Steel  Corporation  paid  for  an 
interest  in  the  Oliver  Iron  Mining  Co.  They  had  acquired  a  large 
amount  of  property. 

Mr.  CAENEorE.  Oh,  no  doubt.  I  wish  that  you  would  let — Mr. 
Schwab  has  the  figures  on  that  increase,  and  I  wish  you  could  ask 
him. 
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Mr.  YoTJNG.  We  have  had  Mr.  Schwab  once,  and  probably  will  not 
have  him  again. 

Mr.  Carnegie.  Oh,  that  is  a  pity. 

Mr.  YoTJNG.  I  understood  you  to  say  that  you  thought  a  partner- 
ship like  the  Carnegie  Steel  Co.,  or  whatever  you  called  it  at  the 
time  it  was  a  partnership,  had  many  great  advantages  over  a  cor- 
poration.   As  you  phrased  it,  "  They  could  go  all  around  them." 

Mr.  Caenegie.  That  is  my  experience. 

Mr.  Young.  Have  you  held  that  opinion  for  many  years? 

Mr.  Carnegie.  Yes;  ever  since  I  tried  taking  young  partners  in. 

Mr.  Young.  Then  what  were  the  reasons  that  led  you  to  change 
this  partnership  into  a  corporation  about  1900  ? 

Mr.  Carnegie.  We  did  not  change  our  policy  of  introducing  young 
partners  into  it. 

Mr.  Young.  But  you  did  change  your  partnership  into  a  cor- 
poration. 

Mr.  Carnegie.  The  reason  was  that  we  were  operating  under  the 
limited  liability  manufacturers'  act  of  Pennsylvania  and  our  business 
got  so  immense  and  scattered  around  that  the  charter  we  would  get 
from  New  Jersey  we  considered  necessary,  or  at  least  advantageous. 

Mr.  Young.  Did  you  think  that  you  were  surrendering  any  ad- 
vantage in  efficiency  in  changing  this  organization? 

Mr.  CARNEGIE.  Oh,  no ;  no. 

Mr.  Young.  Can  not  a  corporation  get  just  this  same  advantage 
that  a  partnership  has,  providing  that  the  large  holders  in  interest  in 
the  corporation  are  managing  ? 

Mr.  Carnegie.  If  the  men  managing  it  are  men  of  large  fortunes, 
and  therefore  of  influence,  if  he  is  not  an  employee. 

Mr.  Young.  That  is  it. 

Mr.  Carnegie.  As  you  see,  I  have  no  official  connection  with  any 
of  our  companies.  This  answers  your  question.  I  never  had  any 
official  connection  with  any  of  my  companies ;  I  never  was  a  director. 

Mr.  Young.  But  still  in  the  great  matters,  you  managed  them,  did 
you  not? 

Mr.  Carnegie.  Just  as  I  showed  you,  that  an  individual  has  ad- 
vantages in  getting  orders  from  great  railroads,  because  he  knows  the 
parties,  and  he  may  be  in  a  position  to  do  them  a  benefit  some  time. 

Mr.  Young.  Yes.  But  this  great  advantage  which  you  speak  of  in 
a  partnership,  over  the  ordinary  corporation,  is  that  the  partnership 
is  managed  and  operated  by  the  men  in  interest  and  not  the  hired 
help. 

Mr.  Carnegie.  Quite  so. 

Mr.  Young.  If  the  corporation  is  also  managed  by  its  real  owners, 
they  have  the  same  advantage. 

Mr.  Carnegie.  Well,  a  man  who  is  a  partner  is  fixed,  you  might 
say,  for  life.  It  is  a  steady  thing.  A  man  may  buy  stock  to-day  and 
sell  it  to-morrow.  It  is  mobile,  and  it  does  not  tie  his  name  to  it 
and  his  life  to  it,  as  he  would  if  he  owned  as  partners. 

Mr.  Young.  But  what  I  am  getting  at  is,  if  your  original  state- 
ment without  any  modification  is  correct,  that  there  is  great  ad- 
vantage in  efficiency  in  a  partnership  over  a  corporation,  then  this 
whole  movement  toward  corporations,  which  is  a  distinguishing 
character  of  industry  in  the  last  25  to  30  years,  is  a  mistake;  it  is  afl 
going  wrong. 
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Mr.  Carnegie.  Well,  these  big  corporations  have  great  advantages 
in  this,  that  they  enable  the  small  capitalist  to  invest  m  the  stock 
and  become  participants.  .  ,     , 

Mr.  Young.  But,  Mr.  Carnegie,  if  they  can  not  compete  with  the 
private  partnerships,  it  would  not  be  any  investment  to  invest  in  than. 

Mr.  Carnegie.  Yes;  but  private  partnerships  are  going  out  of 
fashion.  There  is  not  a  big  concern  in  America  that  I  know  to-day— 
I  may  have  forgotten  some— that  is  managed  except  by  oflicers  under 
salaries. 

Mr.  Young.  Why  do  they  go  out  of  fashion  ?  .      .  ,        _ 

Mr.  Carnegie.  Because  men  want  to  distribute  their  risks.  Great 
masses  of  people  want  to  have  small  investments  here  and  there,  mini- 
mizing the  risks.  You  know  when  a  man  says,  "  I  tie  my  whole 
fortune  to  this  enterprise,"  he  risks  everything. 

Mr.  Young.  It  seems  to  me  I  recollect  having  read  something  you 
wrote  on  one  occasion  which  suggested  that  the  best  way  to  make  a 
success  in  business  was  to  put  all  your  eggs  in  one  basket  and  watch 
that  basket. 

Mr.  Carnegie.  And  I  found  it  so ;  yes. 

Mr.  Young.  But  then,  on  the  whole,  v?ould  not  you  say  this, 
taking  everything  into  consideration,  that  it  has  been  proven  that 
the  advantages  of  a  corporation  over  a  private  partnership,  in  modern 
business,  exceeds  the  adVantages  of  a  partnership  over  a  corporation? 

Mr.  Carnegie.  The  fact  of  the  matter  is  that  the  private  capitalist 
in  business  is  becoming  an  extinct  animal. 

Mr.  Young.  Yes;  he  is  becoming  obsolete. 

Mr.  Carnegie.  Yes,  sir;  and  great  corporations  are  rising.  I  am 
delighted  with  this  feature,  that  it  distributes  wealth  more  equally. 

IVfr.  Young.  I  understood  you  to  testify,  and  see  if  I  am  right 
about  it,  that  during  the  last  10  or  12  years  you  have  not  any  rati- 
mate  knowledge  of  the  details  of  the  steel  business,  of  their  costs,  or 
anything  of  that  kind? 

Mr.  Carnegie.  That  is  quite  true. 

Mr.  Young.  And  true  as  to  costs  here  and  costs  abroad? 

Mr.  Carnegie.  Oh,  yes.  You  know  I  stated  we  could  make  ^el 
and  needed  no  tariff. 

Mr.  Young.  That  is  a  general  statement. 

Mr.  Carnegie.  And  I  adhere  to  it  as  a  general  statement  to-day, 
from  the  best  of  my  knowledge  and  belief. 

Mr.  Young.  But  you  have  no  accurate  knowledge  during  these 
last  years  as  to  the  costs  at  home  and  abroad  ? 

Mr.  Carnegie.  No. 

Mr.  Young.  That  is  all. 

The  Chairman.  Several  of  the  members  want  to  ask  Mr.  Carnegie 
some  questions.  He  has  been  very  kind  to  remain  so  long.  I  know 
it  is  wearying.  It  is  late,  and  if  it  will  suit  Mr.  Carnegie's  conveni- 
ence, and  he  wUl  kindly  appear  in  the  morning  at  10.30,  we  wiM 
adjourn  at  this  point. 

Mr.  Carnegie.  I  do  not  want  to  put  you  to  any  inconvenience,  but 
aU  right.  I  wish  to  do  my  duty;  and  I  consider  it  a  solemn  duty 
to  appear  before  you  and  to  tell  you  everything  that  I  think  will 
shed  light  upon  the  course  that  you  should  pursue. 

The  Chairman.  Thank  you. 

(Thereupon,  at  4.55  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Friday,  January  12,  1912,  at  10.30  o'clock,  a.  m.) 
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Special  Committee  on  the  Investigation 

OP  THE  United  States  Steel  Coepoeation, 

House  of  Representatives, 

Fjdday,  January  12, 1918. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  Mr.  Young  desires  to  submit  certain  statements 
for  the  record. 

Mr.  Young.  Mr.  Chairman,  I  wish  to  submit,  for  the  purpose  of 
having  it  incorporated  in  the  record  certain  statistical  information 
taken  mostly  from  the  Statistical  Abstract  of  the  United  States,  but 
a  portion  of  it  from  the  report  of  the  Iron  &  Steel  Association. 

The  Chairman.  If  there  is  no  objection,  this  statistical  informa- 
tion will  be  inserted  as  an  appendix  to  this  hearing. 

STATEMENT  OF  ME.  ANDKEW  CARNEGIE— Resumed. 

The  Chairman.  When  the  committee  have  concluded  with  Mr. 
Carnegie,  I  will  ask  him  a  few  questions,  and  prefer,  if  it  suits  the 
convenience  of  the  committee,  that  each  member  who  cares  to  do  so 
will  conclude  with  the  witness  before  the  chairman  propounds  fur- 
ther questions. 

Mr.  Reed.  Mr.  Carnegie  was  asked  yesterday  for  a  list  of  his 
partners  shortly  before  the  Steel  Corporation  was  formed. 

I  have  here  a  list  of  the  shareholders  of  the  Carnegie  Steel  Co. 
(Ltd.),  on  April  24,  1899.  I  think  the  shareholders  in  the  limited 
partnership  were  what  was  meant  by  that  inquiry.  With  the  per- 
mission of  the  committee,  that  can  be  put  in  the  record  as  Mr.  Car- 
negie's answer  to  that  question. 

The  Chairman.  Yes. 

The  list  referred  to  is  as  follows : 

List  or  Shabeholdebs,  Caeneqie  Steel  Co.   (Ltd.),  Apbil  24,  1899. 

Andrew  Carnegie.  L.  C.  Phipps. 

Henry  Phipps.  John  C.  Fleming. 

H.  C.  Prick.  J.  Ogden  Hoffman. 

George  Lauder.  Millard  Hunslker. 

C.  M.  Schwab.  George  E.  McCagne. 

W.  H.  Singer.  H.  P.  Bope. 

H.  M.  Curry.  W.  B.  Corey. 
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Jos.  B.  Schwab.  L.  T.  Brown. 

A.  R.  Peacock.  D.  G.  Kerr. 

F.  T.  F.  Lovejoy.  H.  J.  Lindsay. 

Thomas  Morrison.  B.  F.  Wood. 

George  H.  Wrightman.  H.  E.  Tener,  jr. 

D.  M.  Cleinson.  George  Megrew. 

James  Gayley.  G.  D.  Packer. 

A.  M.  Moreland.  W.  B.  Dickson. 

Charles  L.  Taylor.  A.  O.  Case. 

A.  R.  Whitney.  Charles  W.  Baker. 
W.  W.  Blackburn. 

Mr.  Young.  Yesterday,  Mr.  Carnegie,  you  were  inquired  of  by  Mr. 
McGillicuddy  as  to  whether  you  could  give  any  reason  for  the  great 
increase  in  the  profits  of  the  Carnegie  Co.  from  1897  to  1899  and 
1900  except  the  Dingley  tariff? 

Last  evening  I  examined  the  Statistical  Abstract  of  the  United 
States  as  to  products  of  pig  iron  in  this  country,  which  lies  at  the 
basis  of  all  steel  manufacture,  and  I  found  that  in  the  year  1890  our 
production  was  nine  million  two  hundred  and  odd  thousand  tons. 

Later  the  panic  came,  and  in  1896  the  production  had  so  far  re- 
covered that  it  amounted  to  eight  million  twelve  hundred  thousand 
tons. 

Mr.  Carnegie.  That  is  less. 

Mr.  Young.  That  is  600,000  tons  less  than  it  was  six  years  before. 
But  in  1899,  three  years  later,  the  production  was  over  13,300,000, 
and  in  1900,  the  year  the  Carnegie  Co.  made  a  profit  of  $40,000,000, 
it  was  13,759,000. 

I  ask  you  if,  in  your  judgment,  that  tremendous  increase  in  busi- 
ness from  1896  to  1899  and  1900  accounts  to  any  extent  for  the  mar- 
velously  increased  profits  of  the  Carnegie  Co.? 

Mr.  Carnegie.  The  one  is  dependent  upon  the  other,  evidently. 

Gentlemen,  this  is  all  new  to  me.    It  is  obvious,  of  course. 

Mr.  Young.  Those  figures  are  taken  from  the  Statistical  Abstract 
of  the  United  States,  and  I  suppose  they  are  correct. 

Mr.  Carnegie.  I  think  no  man  can  have  any  opinion  upon  that  but 
one.    It  is  the  basis  of  the  whole  increase  of  profits. 

Mr.  Young.  It  would  indicate,  would  it  not,  that  in  1899  and  1900 
the  business  was  on  the  top  of  the  wave,  while  in  1896  and  1897  it 
was  in  the  bottom  of  the  trough  ? 

Mr.  Carnegie.  Quite  so.  You  remember,  perhaps,  what  I  said 
yesterday :  When  it  is  down  and  the  boom  comes  there  is  nothing  s& 
slow  to  be  affected  as  steel,  because  it  takes  so  long  to  increase  the 
product.  New  mines  have  to  be  opened,  new  blast  furnaces  have  to  be 
built,  and  new  combinations  made;  and,  of  course,  then  we  make  a 
great  deal  of  money. 

Mr.  Young.  That  is  aU. 

Mr.  Sterling.  On  the  same  subject,  Mr.  Carnegie,  have  you  any 
information  as  to  what  the  imports  of  manufactured  steel  were  for 
several  years  prior  to  the  passage  of  the  Dingley  law  in  1897? 

Mr.  Carnegie.  No,  sir;  I  have  not. 

Mr.  Sterling.  You  do  know  that  they  were  very  small,  do  you 
not? 

Mr.  Carnegie.  Oh,  Judge,  I  do  not  wish  to  trust  my  memory 
when  these  things  are  all  of  record. 

My  mind  has  not  been  on  the  steel  business  for  11  years.  These 
are  all  matters  of  record.    If  you  could  give  me  the  figures,  as  my 
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friend  just  did,  and  ask  me  a  question,  I  would  be  able  to  form  an 
opinion,  perhaps. 

Mr.  Sterling.  Do  you  know  whether  or  not  the  imports  of  material 
decreased  after  the  passage  of  the  Dingley  law,  or  did  the  Dingley 
law  have  any  effect  upon  the  import  of  steel  into  this  country? 

Mr.  Carnegie.  I  think  I  answered  yesterday  that  the  question  of 
the  Dingley  tariff  could  not  influence  the  steel  situation ;  not  greatly. 

Mr.  Sterling.  I  take  it,  then,  that  in  your  opinion  the  great  in- 
crease of  business  and  profits  that  followed  1897  was  due  to  the 
fact  that  the  steel  business  participated  in  the  general  increased 
prosperity  of  the  country? 

Mr.  Carnegie.  Certainly. 

Mr.  Sterling.  Just  as  the  farmers'  prosperity  increased,  and  the 
business  of  the  country  generally  increased,  on  the  revival  of  busi- 
ness, after  the  election  of  President  McKinley? 

Mr.  Carnegie.  Yes,  sir.  And  we  had  arrived  at  a  time  when  the 
tariff  was  of  no  vital  importance  one  way  or  the  other,  so  far  as 
steel  was  concerned. 

Mr.  Sterling.  I  understand.  If  the  Dingley  tariff  did  affect  the 
prosperity  of  the  steel  business,  it  was  not  directly,  but  indirectly, 
due  to  the  increased  prosperity,  if  any,  that  came  from  the  passage 
of  the  protective  tariff. 

Mr.  Carnegie.  I  am  certainly  of  that  opinion. 

Mr.  Steeling.  That  is  all. 

The  Chairman.  Do  you  mean  tl^at  you  are  of  the  opinion  that  the 
Dingley  tariff  law  produced  any  prosperity  to  any  business? 

Mr.  Carnegie.  I  do  not  think  so.  I  think  tariffs,  Mr.  Chairman, 
on  steel,  at  that  time,  had  a  very  small  bearing  upon  the  value. 

The  Chairman.  Do  you  think  that  the  Dingley  tariff  had  any- 
thing to  do  with  the  prosperity  of  any  business,  to  any  great  extent  ? 

Mr.  Carnegie.  I  do  not  know  of  any;  but  remember,  gentlemen, 
I  do  not  affect  to  remember  what  the  Dingley  tariff  did.  I  have  no 
figures  in  my  head,  and  I  must  give  you  a  general  opinion  that,  as 
far  as  steel  was  concerned,  a  tariff  one  way  or  the  other  could  make 
very  little  difference. 

Mr.  Baetlett.  One  of  those  reasons  is  that  we  make  steel  so  much 
cheaper  here  than  they  do  in  the  foreign  countries  that  compete? 
Is  that  true? 

Mr.  Carnegie.  You  say  to  me  "  much  cheaper  "  ? 

Mr.  Bartlett.  Well,     cheaper,"  I  will  put  it. 

Mr.  Carnegie.  Yes;  please. 

Mr.  Bartlett.  I  will  leave  out  the  the  word  "much"  and  just 
say  "cheaper." 

Mr.  Carnegie.  I  think  there  is  a  little  concern  in  Germany  that 
probably  makes  steel  the  cheapest  of  any  in  the  world,  but  it  has 
a  limited  deposit  of  ore,  and  it  can  only  support  two  little  blast 
furnaces.  They  could  not  afford  to  build  more,  because  the  ore  would 
be  exhausted. 

Mr.  Bartlett.  Without  the  exception,  without  the  small  exception 
as  to  the  small  mill  of  which  you  have  spoken,  it  is  a  fact  that  the 
manufacturers  of  iron  and  steel  in  this  country  make  it  cheaper  than 
they  do  abroad,  is  it  not  ? 

Mr.  Carnegie.  In  my  opinion  they  do. 
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I  have  been  out  of  the  business  for  11  years.  I  have  not  looked  ai 
a  figure  about  steel  in  that  time. 

I  read  the  newspapers,  and  I  form  my  opinions  from  what  I  hear 
and  what  I  read.  My  honest  opinion  is  that  this  country  can  make 
steel  as  cheap,  and  I  really  believe  that  it  can  make  it  a  shade  cheaper, 
than  any  foreign  country.  At  all  events,  I  am  prepared  to  say  that 
we  can  make  it  as  cheap  here  as  it  can  be  made  in  any  country  in  the 
world. 

Mr.  Baetlett.  Then  there  would  be  no  necessity  for  a  tariff  in 
order  to  equalize  the  cost  of  production  in  this  country  and  abroad, 
so  as  to  protect  the  manufacturers  of  iron  and  steel  in  this  counti^? 

Mr.  Caenegie.  Not  the  slightest,  in  my  opinion. 

Mr.  Bartlett.  Of  course  that  is  your  opinion.  That  was  the  testi- 
mony given  by  one  of  the  gentlemen  in  New  York — Mr.  Schwab,  I 
think. 

Mr.  Carnegie.  Mr.  Schwab? 

Mr.  Bartlett.  I  think  so.    I  do  not  know  who  it  was. 

Mr.  Carnegie.  In  my  opinion  you  legislators  should  not  bother 
yourselves  about  steel.  It  is  no  infant  industry.  It  is  a  giant. 
America  leads  the  world.  America  makes  quite  as  much  steel  as 
the  whole  of  the  world;  and  when  I  began,  gentleman,  it  did  not 
make  a  ton.  I  have  seen  the  whole  thing.  We  were  in  at  the  begin- 
ning. 

Mr.  Bartlett.  The  United  States  Steel  Corporation  is  the  great- 
est industrial  giant  in  the  world,  is  it  not  ? 

Mr.  Carnegie.  In  steel;  yes,  sir. 

Mr.  Bartlett.  I  use  the  words  "industrial  organization";  it  is 
the  greatest  industrial  giant  in  the  world,  is  it  not  ? 

Mr.  Carnegie.  Industrial?  Oh,  yes,  sir — ^manufacturing,  you 
mean? 

Mr.  Bartlett.  That  is  what  I  mean. 

Mr.  Carnegie.  Yes;  a  railway  system,  the  Pennsylvania  Kailroad, 
for  instance,  is  larger,  probably. 

Mr.  Bartlett.  Do  you  think  so? 

Mr.  Carnegie.  Probably. 

Mr.  Bartlett.  Mr.  Carnegie,  I  did  not  have  the  pleasure  of  hear- 
ing your  testimony  yesterday.  When  did  you  arrive  at  the  conclu- 
sion which  you  have  stated,  I  believe,  that  the  Government  should 
form  a  commission,  like  the  Interstate  Commerce  Commission,  to 
take  charge  of  these  great  business  concerns  and  to  regulate  them, 
even  to  the  extent  of  regulating  prices  ? 

Mr.  Carnegie.  Jud^e,  it  was  a  slow  process ;  just  as  the  day  a  man 
is  converted  to  Christianity  is  the  result  of  a  slow  process.  I  could 
not  fix  a  date. 

Mr.  Bartlett.  I  do  not  want  the  exact  date,  but  I  want  to  know 
whether  your  decision  about  that  was  not  accelerated  by  the  un- 
expected decision  of  the  Supreme  Court  in  the  trust  cases. 

Mr.  Carnegie.  Not  the  slightest.  The  decision  in  the  trust  cases, 
in  my  opinion,  has  not  yet  had  its  full  effect. 

Mr.  Bartlett.  I  mean  upon  your  opinion. 

Mr.  Carnegie.  I  think  not;  no.    Let  me  see. 

Mr.  Bartlett.  Let  me  see  if  I  can  refresh  your  recollection.  You 
know  when  Judge  Gary  was  before  this  committee  he  rather  startled 
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me,  and,  I  think,  the  committee,  in  making  that  suggestion ;  and  you 
are  quoted  in  the  newspapers  the  next  morning  as  agreeing  with  hun. 

Mr.  CAKNEGrE.  Oh,  but  I  had  made  the  suggestion  before  that  Ai 
gentleman  wrote  that  I  had  mentioned  that  two  years  before  that. 
I  was  a  convert  to  that  before  Judge  Gary — at  least  before  he  ex- 
pressed it.  I  congratulated  the  judge  upon  having  reached  the  con- 
clusion that  he  had  announced. 

Mr.  Bartlett.  You  had  even  arrived  at  the  conclusion  that  the 
Government  should  fix  the  prices? 

Mr.  Caknegie.  I  do  not  think  it  is  necessary  that  they  should  fix 
the  prices.  I  think  that,  to  begin  with,  you  should  have  a  law  and 
allow  the  commission  to  fix  a  maximum  price.  If  the  steel  people 
want  to  sell  below  that  price,  God  speed  that.  I  would  not  prevent 
that.  I  would  have  a  maximum  price  that  would  afford  them  a  fair 
return  upon  their  capital. 

It  would  be  better  for  the  steel  industry — ^better  for  the  people — 
that  a  manufacturing  concern  should  have  a  fair  return  upon  its 
capital,  so  that  the  people  would  invest  in  it  and  they  would  have 
means.  It  is  a  bad  thing  for  the  country  when  a  manufacturing  in- 
stitution making  steel  or  any  articles  of  general  necessity — a  very 
bad  thing  for  the  country — that  capital  should  not  have  a  fair 
reward. 

Mr.  Barti^tt.  Is  it  not  a  bad  thing  that  the  people  should  be  re- 
quired to  pay  excessive  prices  for  what  capital  manufactures  ? 

Mr.  Carnegie.  But,  of  course,  there  could  be  prices  for  manu- 
factured articles  that  would  frighten  investors,  and  they  would  not 
keep  their  money  in  steel;  and  therefore  the  works  would  be  in- 
effective; you  could  not  make  enlargements  and  improvements. 

The  great  point  is  to  enable  steel  manufacturers,  or  any  other 
manufacturers,  to  make  their  products  under  the  most  favorable  con- 
ditions and  at  the  lowest  price;  and  in  order  to  do  that  you  need 
capital. 

Mr.  Bartlett.  Leaving  your  opinion  out,  expressed,  as  you  say, 
two  years  ago  or  more,  in  regard  to  the  matter,  is  it  not  a  conclusion 
that  you  are  justified  in  drawing  that  the  great  industrial  organiza- 
tions and  business  concerns  doing  business  of  an  interstate  character, 
are  simply  seeking  the  control  by  the  Government  of  their  businesses 
as  a  refuge,  when  they  find  out  that  they  cannot  form  these  combina- 
tions without  violating  the  law? 

Mr.  Carnegie.  I  wish  I  could  get  that  point.  This  is  a  bad  room 
for  hearing.  Perhaps  if  I  would  sit  nearer  to  you  I  could  under- 
stand your  questions  better. 

The  Chairman.  We  would  be  delighted  to  have  you  do  that,  Mr. 
Carnegie;  but  it  is  necessary  to  have  the  reporter  between  you  and 
the  committee,  or  he  will  not  be  able  accurately  to  catch  what  you 
say. 

Mr.  Carnegie.  I  am  very  sorry.  Judge.    I  want  to  get  your  point. 

Mr.  Bartlett.  Is  it  not  a  fact — — 

Mr.  Carnegie.  I  do  not  like  the  form  of  your  question.  You  say, 
"Is  it  not  a  fact?" 

Mr.  Bartlett.  Is  it  not  your  opinion  ?  I  will  try  to  meet  your  ob- 
jections to  the  word  "  fact." 

Mr.  Carnegie.  No.  The  inquiry  you  make  is  put  in  the  form,  "  Is 
it  not  a  fact?"    You  are  giving  me  the  impression  that  you  have 
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made  up  your  mind  when  you  say,  "  Is  it  not  a  fact?  "  Make  the  in- 
quiry in  a  way  that  does  not  indicate  a  conclusion  one  way  or  the 
other. 

Mr.  Baetlett.  Is  it  not  your  opinion,  then  ? 

Mr.  Caenegie.  "  Is  it  not  ? "  There  is  another  objection.  Is  it 
your  opinion?     [Laughter.] 

Mr.  Baetlett.  Is  it  or  is  it  not  your  opinion  ?  I  will  put  it  either 
way. 

Mr.  Caenegie.  Do  not  try  to  lead  me  on.  I  do  not  like  to  be  led. 
I  want  to  speak  my  own  sentiments. 

Mr.  Baetlett.  Well,  all  right.  I  will  change  the  form  of  my 
question,  then,  so  as  to  meet  your  view. 

Mr.  Caenegie.  Thank  you.  Anything  I  can  do  in  return  I  shall  be 
delighted  to  do.    [Laughter.] 

Mi\  Baetlett.  You  need  not  feel  under  any  obligations,  Mr.  Car- 
negie. 

What  is  your  opinion? 

Mr.  Caenegie.  Now,  I  see  you  have  got  the  right  thing.  What  is 
my  opinion  ?    That  I  can  give  you. 

Mr.  Baetlett.  What  is  your  opinion  as  to  the  reason  why  the 
people  who  control  these  great  industrial  organizations  have  come 
to  the  conclusion  that  the  Government  should  take  control  of  their 
businesses  and  regulate  their  affairs  and  prices  ? 

Mr.  Caenegie.  By  reason  of  their  experience.  They  have  arrived 
at  the  conclusion  that  I  had  arrived  at  before,  that  the  people  of  this 
country  will  never  submit  to  combinations  without  regulation. 

Mr.  Baetlett.  Very  well.  That  answers  my  question  satisfac- 
torily. 

Mr.  Carnegie.  I  am  delighted,  Judge.    You  and  I  agree  there. 

Mr.  Baetlett.  Then,  is  it  not  your  opinion  that  it  is  the  effort  of 
the  combinations  to  escape  from  the  law  that  prevents  the  combina- 
tion and  the  control  by  a  monopoly  ? 

Mr.  Caenegie.  Yes;  not  to  escape  from  the  law  as  it  is  now,  but 
that  you  gentlemen  should  sit  down  and  you  should  agree  upon  a  kw 
that  will  be  so  plain  and  simple  that  everybody  will  understand  it, 
and,  as  I  believe  honestly,  the  manufacturers  of  steel  to-day,  my 
successors,  are  one  and  all  most  anxious  to  get  a  law  about  which 
there  will  be  no  dispute,  which  shall  be  so  clear  that  a  commission  will 
call  their  attention  to  it  and  visit  theit  establishments  and  look  at 
their  books  and  everything  they  do.  Then  I  do  not  think  it  would  be 
so  much  the  duty  of  the  manufacturers  to  keep  that  commission  in- 
formed as  it  would  be  the  duty  of  .the  commission  to  inform  itself. 
Let  disinterested  parties  from  the  commission  visit  their  establish- 
ments and  say,  "  Show  me  your  books."  "  Explain  this."  "  Explain 
that." 

And  then  the  representative  of  the  commission  reports  to  his  as- 
sociates on  the  coinmission,  and  the  decision  would  be  made,  based 
upon  that  information. 

Mr.  Baetlett.  The  information  to  be  given  to  the  commission,  you 
say? 

Mr.  Caenegie.  The  information  to  be  given  to  the  agent  of  the 
court  or  commission  that  I  assume  you  are  going  to  establish. 

Mr.  Baetlett.  That  is  a  pretty  broad  assumption. 
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Mr.  Carnegie.  I  have  talked  to  a  great  many  manufacturers,  and 
they  are  reaching  that  conclusion,  and  I  believe  they  will  one  and 
all  cooperate  honestly  with  you  in  the  matter. 

Mr.  Baetuett.  Has  it  not  been  the  view  heretofore,  or  prior  to  the 
decision  of  the  Supreme  Court,  I  will  not  say  of  yourself,  but  of 
many  and  most  of  the  leading  men  who  control  these  business  con- 
cerns, that  Congress  did  not  have  the  right  to  interfere  with  their 
business  in  any  way? 

Mr.  Carnegie.  I  do  not  think  so.  It  is  inconceivable,  I  think,  that 
any  true  American  would  doubt  the  right  of  Congress  to  do  any- 
thing. 

We  are  law-abiding  citizens.  We  have  a  voice  in  appointing  our 
rulers  in  Congress,  and  they  are  only  the  servants  of  the  people. 
"  Triumphant  democracy  "  means  that  the  masses  of  votes  shall  con- 
trol. 

Mr.  Bartlett.  Yes.  Then  you  do  not  think  they  have  resisted  or 
taken  the  position  that  Congress  did  not  have  the  power  to  inter- 
fere with  their  businesses  in  accordance  with  the  enactment  in  the 
Sherman  law. 

Mr.  Carnegie.  My  dear  Judge,  if  anybody  thought  that  Congress 
had  not  the  power,  I  can  just  smile.  Why,  it  is  absurd.  But,  mind 
jou,  men  busy  in  their  business,  with  their  minds  on  it,  have  not  been 
thinking  of  these  other  things.  It  is  just  a  question  of  profit  in  steel. 
They  are  not  thinking  of  these  things. 

Mr.  Bartlett.  I  will  ask  you  another  question,  Mr.  Carnegie: 
What  is  your  idea  as  to  what  these  gentlemen  who  control  these  cor- 
porations would  have  done  but  for  the  decision  of  the  Supreme 
C!ourt  of  the  United  States,  relative  to  now  seeking  to  have  their 
business  controlled  by  the  United  States? 

Mr.  Carnegie.  They  would  have  done  as  they  had  been  doing. 

Mr.  Bartlett.  Exactly. 

Mr.  Carnegie.  I  say  I  infer  that.  I  never  asked  any  of  them,  be- 
cause that  is  a  hypothetical  question — "  if." 

Mr.  Bartlett.  Not  "  if."    I  asked  your  opinion. 

Mr.  Carnegie.  I  have  given  it. 
.  Mr.  Bartlett.  That  is  satisfactory. 

Then  it  was  not  the  fact  that  they  did  monopolize  or  restrain 
trade  that  they  were  concerned  about,  or  that  they  charged  the 
people  greater  prices  than  the  people  thought  they  ought  to  be 
•charged,  that  they  were  concerned  about? 

Mr.  Carnegie.  No;  I  think  that  as  long  as  they  did  not  break 
the  law  they  were  in  business  to  make  money,  and  if  they  could  get 
"$50  a  ton  for  steel  rails,  and  the  purchaser  was  willing  to  pay  it 

Mr.  Baetleti'.  Or  had  to  pay  it. 

Mr.  Carnegie.  Had  to  pay  it?  That  is  the  same  thing.  If  he 
lias  to  pay  it,  he  has  to  be  willing  to  pay  it. 

Mr.  Bartlett.  No.  Very  often  you  have  to  pay  a  price  that  you 
are  not  willing  to  pay,  but  have  to  pay. 

Mr.  Carnegie.  That  you  have  to  pay?  The  will  does  not  count, 
then? 

Mr.  Bartlett.  That  is  the  effect  of  monopoly  and  the  combination. 

Mr.  Carnegie.  Quite;  that  is  the  reason  the  American  people 
Tvill  not  stand  this,  in  my  opinion. 

Mr.  Ba^tletp.  Exactly. 
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Mr.  Carnegie.  In  Judge  Gary  I  find  a  great  man,  open  to  the 
tnith,  with  wide  views.  I  do  not  think  he  is  a  small,  narrow  man. 
by  any  means 

Mr.  Bartlett.  Neither  do  I. 

Mr.  Carnegie.  You  know.  Judge,  he  has  been  a  judge,  hasn't  he? 
[Laughter.] 

Mr.  Baetlett.  I  do  not  know. 

Mr.  Reed.  Yes. 

Mr.  Carnegie.  He  comes  to  see  me  now  and  then,  and  I  have 
talked  over  this  with  him.  I  was  ahead  of  him  in  reaching  this 
conclusion,  and  I  have  talked  with  him  often  about  it. 

Mr.  Bartlett.  Is  it  your  opinion  that  it  takes  the  strong  hand 
of  the  law  to  prevent  men  engaged  in  these  big  businesses  from 
charging  excessive  prices? 

Mr.  Carnegie.  Yes,  sir.  I  think  that  as  long  as  there  is  no  law 
against  it  they  will  endeavor  to  make  as  much  profit  for  their 
stockholders  as  they  can.     . 

Mr.  Bartlett.  Is  it  not  your  opinion,  Mr.  Carnegie,  that  there 
is  a  moral  law  involved  in  having  a  monopoly  and  charging  excessive 
prices  ? 

Mr.  Carnegie.  No,  sir.  I  think  if  you  allow  a  monopoly  you 
deserve  to  be  charged  high  prices.  [Laughter.]  It  is  your  own 
fault. 

Mr.  Bartlett.  Is  it  your  opinion  that  the  men  who  engage  in  the 
monopoly  and  the  combination  ought  not  to  have  a  conscience? 

Mr.  Carnegie.  If  there  be  no  law 

Mr.  Bartlett  (interposing).  Statute  law,  you  mean? 

Mr.  Carnegie.  There,  Judge,  you  come  into  another  atmosphere. 
I  do  not  know  what  the  statute  law  is. 

Mr.  Bartlett.  You  do  not  think,  then,  that  there  is  any  moral 
obligation  on  the  part  of  men  engaged  in  the  manufacture  and  sell- 
ing of  products  not  to  charge  extortionate  prices? 

Mr.  Carnegie.  On  the  contrary,  I  think  that  when  a  man  is  ap- 
pointed to  run  a  business  and  has  the  interests  of  his  shareholders  at 
stake,  it  is  his  business  to  get  the  best  return  he  can  from  the  prop- 
erty he  is  managing ;  always  provided  he  breaks  no  law. 

Mr.  Bartlett.  Provided  he  breaks  no  public  law  ? 

Mr.  Carnegie.  Yes. 

Mr.  Bartlett.  No  statute  law? 

Mr.  Carnegie.  Law,  to  me,  comprehends  everything.  I  do  not 
know  what  statute  law  is.  I  do  not  know  the  dill'erence  between  the 
statute  law  and  the  law  of  the  Sherman  Act. 

Mr.  Bartlett.  That  is  statute  law. 

Mr.  Carnegie.  Is  that,  also? 

Mr.  Bartlett.  Yes;  it  is  statute  law. 

Is  it  your  opinion  that  there  is  no  violation  of  the  moral  law  or 
ethical  law  to  form  a  monopoly  in  business? 

Mr.  Carnegie.  I  think.  Judge,  that  you  can  not  trust  human 
nature  as  long  as  the  man  believes  that  he  is  living  within  the  laws 
of  his  country. 

Mr.  Bartlett.  Then,  if  there  was  no  law  against  larceny,  do  you 
think  any  man  would  be  authorized  to  take  from  his  fellow  man  by 
force  what  belonged  to  him  ? 
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Mr.  Carnegie.  I  think  if  tJiere  were  no  law  against  larceny,  there 
would  be  so  many  larcenies  committed  that  you  would  be  forced  to- 
make  a  law  against  it.     [Laughter.] 

Mr.  Baetlett.  I  think  so,  too.  I  think  that  is  the  reason  for  the 
Sherman  law ;  that  there  was  a  recognized  effort  on  the  part  of  th& 
men  engaged  in  great  businesses  to  improperly  take  from  the  public 
excessive  prices  for  all  their  products  and  to  monopolize  and  control 
the  trade. 

Mr.  Caknegie.  Well,  Judge,  you  and  I  have  arrived  at  the  same 
conclusion.  , 

Mr.  Baetlett.  Yes. 

Mr.  Caenegie.  That  there  would  be  more  larcenies  if  there  were  no- 
law  to  prevent  them.    Therefore  there  must  be  a  law. 

Mr.  Baetlett.  And  there  would  be  no  limit  to  the  extent  to  which 
trade  and  commerce  would  go  in  the  way  of  extortionate  prices  or 
combinations  or  pools  but  for  the  restraining  hand  of  the  law  ? 

Mr.  Caenegie.  You  say  there  would  be  no  limit  ? 

Mr.  Baetlett.  Yes. 

Mr.  Caenegie.  That  is  too  much  to. say. 

Mr.  Baetlett.  Would  there  be  any  limit? 

Mr.  Caenegie.  Well,  now,  wait — • — 

Mr.  Baetlett.  I  will  wait. 

Mr.  Caenegie.  I  have  stated  that  human  nature  is  such  that  laws. 
to  prevent  larceny  are  indispensable. 

Mr.  Baetlett.  That  has  been  an  old  law  that  has  come  clear  down 
from  Sinai. 

Mr.  Caenegie.  I  think  it  has  been  revised  several  times  since  that 
time.  [Laughter.]  What  are  your  lawyers  worth  if  they  can  not 
improve  a  law  that  was  given  as  far  back  as  at  Sinai? 

Mr.  Baetlett.  It  has  not  been  improved  a  great  deal  as  to  those 
parts  of  it. 

Mr.  Caenegie.  Judge,  listen ;  I  have  stated  to  you  that  it  would  be 
impracticable  to  obtain  what  you  and  I  would  call  fair  prices-  for 
articles  if  the  law  permitted  an  aggregation  of  capital  and  human 
beings  to  obtain  higher  prices  without  breaking  the  law.  You 
would  have  the  consumer  paying  higher  prices. 

Mr.  Baetlett.  Are  you  familiar  with  the  prices  of  steel  rails- 
and  things  of  that  sort  in  1888  or  not? 

Mr.  Caenegie.  No.  I  have  not  the  slightest  idea.  I  would  have^ 
to  refer  to  the  records. 

Mr.  Baetlett.  I  do  not  want  you  to  do  that.  I  did  not  know 
whether  you  were  familiar  with  them  or  not. 

Mr.  Caenegie.  No.  I  have  not  these  things  in  my  mind.  Judge^ 
that  is  M  years  ago,  at  least 

Mr.  Baetlett.  More  than  that. 

Mr.  Caenegie.  It  is  asking  too  much  to  ask  me  to  remember  de- 
tails that  far  back.    You  ask  the  chairman  there 

Mr.  Baetltet.  I  am  not  going  to  ask  it  if  you  do  not  remember^ 
It  is  not  necessary  to  explain  further. 

Is  it  your  opinion  that  there  is  no  wrong  in  a  monopoly  of  the 
products  of  the  country — ^necessary  products — such,  as  steel,  iron,, 
food,  or  clotljing? 

Mr.  Caenegie.  I  will  ask  you  a  question,  if  you  will  permit  me. 
Judge? 
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Mr.  Baetlett.  All  right,  sir.     I  shall  try  to  answer  it. 

Mr.  Carnegie.  If  there  were  no  law  against  it  would  there  be  any 
"wrong  ? 

Mr.  Baetlett.  It  is  against  the  common  law. 

Mr.  Carnegie.  Then,  what  is  the  use  of  talking  about  a  question 
Tvhen  there  is  a  law?  You  say  there  is  a  law,  therefore,  I  say  it  is 
"wrong  if  there  is  a  law  against  it. 

Mr.  Baetlett.  Is  there  no  moral  law  or  any  feeling  in  your  mind 
that  it  is  against  a  moral  law  to  do  it  ? 

Mr.  Carnegie.  There  is  up  moral  law  that  would  be  effective  in 
the  state  of  human  nature  as  it  is  now.  It  is  an  absolute  necessity 
ior  you  gentlemen  to  have  a  law  against  it.  Then,  you  are  safe. 
In  the  interests  of  the  consumer  we  must  have  a  law. 

Mr.  Bartlett.  Do  you  think  it  is  good  morals  for  people  engaged 
in  the  manufacture  of  necessary  articles  for  the  use  of  the  public  to 
form  combinations  so  as  to  prevent  competition,  or  to  destroy  com- 
petition, with  the  purpose  of  charging  the  consumer  as  high  a  price 
as  possible? 

Mr.  Carnegie.  Now,  I  will  answer  that  question. 

Mr.  Baetlett.  All  right. 

Mr.  Carnegie.  Have  they  not  done  so. 

Mr.  Baetlett.  I  do  not  know.    I  ask  you. 

Mr.  Caenegie.  But  I  assume  that  you  do  know,  judge. 

Mr.  Baetlett.  I  think  they  have.    I  think  they  have  tried  it. 

Mr.  Caenegie.  Why  do  you  only  say  that  you  think  so  ?  You  see 
the  prices  that,  they  have  charged  ? 

Mr.  Baetlett.  That  is  my  judgment — that  they  have. 

Mr.  Caenegie.  Let  me  tell  you 

Mr.  Baetlett.  I  think  it  it  highly  immoral,  just  as  much  as  I  think 
it  would  be  immoral  for  a  man  to  charge  25  per  cent  interest  upon 
money,  2J  per  cent  a  month,  or  30  per  cent  or  50  per  cent. 

Mr.  Carnegie.  We  have  a  law  in  New  York  that  interest  is  7  per 
cent,  and  a  man  who  charges  more  is  doing  something  immoral,  un- 
lawful, but  I  have  known  men  who  lent  money  for  what  it  was 
worth.    There  is  a  large  class  that  do  that. 

Mr.  Bartlett.  And  violate  the  law  ? 

Mr.  Carnegie.  No ;  that  is  not  violating  the  law,  I  think. 

Mr.  Bartlett.  And  they  are  men  in  high  business  circles,  too,  are 
they  not,  who  stand  high  ? 

Mr.  Carnegie.  Wait  a  moment.  Is  there  no  means  by  which  a 
man  can  lend  his  capital  above  the  rate  of  interest?  Is  not  there  a 
iorm • 

Mr.  Baetlett.  Not  in  my  State.  I  do  not  know  how  it  is  in  New 
York. 

Mr.  Caenegie.  It  is  done  so  much  in  New  York,  I  judge,  from 
reading  in  the  papers.     [Laughter.] 

Mr.  Bartlett.  I  understand  that  that  is  the  greatest  center  of  the 
Taolation  of  the  law  in  business  matters  in  this  country. 

Mr.  Carnegie.  Judge,  whether  under  the  moral  law  we  would  at- 
tain the  results  you  aim  for  or  not,  is  the  question.  I  say  we  would 
not,  and  therefore  that  you  gentlemen  must  propose  a  law,  so  clear 
and  explicit  that  "He  who  runs  may  read."  Then  yon, will  put  him 
in  the  penitentiary  if  he  breaks  the  law. 
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Mr.  Baetlett.  When  do  you  think  that  these  gentlemen  engaged  in 
these  large  businesses  had  their  coinsciences  awakened  to  the  im- 
propriety of  combinations  and  charging  people  large  prices? 

Mr.  Caenegie.  From  the  day  that  they  made  up  their  minds  that 
the  American  people  would  not  stand  combinations 

Mr.  Baetlett.  I  am  excepting  you  from  that  class,  because  you 
have  stated  your  opinion  was  formed  before  that.  But  is  it  not  a 
fact  that  they  never  made  up  their  minds  that  it  was  morally  wrong: 
or  legally  wrong  until  the  Supreme  Court  decided  that  they  could 
not  do  it? 

Mr.  Caenegie.  Ask  them  that  question,  Judge. 

Mr.  Baetlett.  I  ask  for  your  opinion.    That  is  all. 

Mr.  Caenegie.  My  opinion  ?  No.  My  opinion  amounts  to  littl& 
there. 

Mr.  Baebett.  It  amounts  to  a  good  deal,  I  think. 

Mr.  Caenegie.  Oh,  no,  Judge ;  do  not  let  us  waste  time  in  that 
way.  Let  us  get  an  effective  law  that  will  make  it  unlawful,  and 
then  you  can  punish  them  if  they  break  the  law.        '- 

Mr.  Baetlett.  Do  you  think  that  Congress,  if  it  passes  such  a  law 
as  you  recommend,  should  permit  restraints  of  trade  and  monopolies 
at  all;  that  any  law  that  Congress  might  perhaps  enact  should  per- 
mit combinations  in  restraint  of  trade  at  all,  or  monopolies? 

Mr.  Caenegie.  I  do  not  get  the  bearing  of  your  question. 

Mr.  Baetlett.  You  suggested  that  Congress  ought  to  make  a  law,, 
and  make  it  clear.  And  that  is  one  reason  for  this  investigation,  to- 
see  if  this  committee  can  not  evolve  some  law  to  suggest  to  Congress. 

Mr.  Caenegie.  Has  Congress  not  made  a  law  for  an  Interstate 
Commerce  Commission? 

Mr.  Baetlett.  Relative  to  railroads ;  yes,  sir. 

Mr.  Caenegie.  Yes.  I  want  you  to  do  exactly  the  same  thing  in 
regard  to  industrialism.  Exactly.  You  need  nothing  less.  Then 
the  evil  will  be  cured. 

If  you  had  seen  the  demoralization  in  railroads  that  I  have  seen,. 
far  worse  than  anything  in  industrialism,  gentlemen,  you  would  ap- 
preciate why  I  recommend  such  a  law.  Gentlemen,  j'our  pathway  is 
clear. 

Mr.  Baetlett.  You  do  not  answer  the  question,  Mr.  Carnegie. 

Do  you  think  or  suggest  that,  in  the  law  you  say  Congress  should 
pass  regulating  this  business,  there  should  be  permitted  by  the  cor- 
porations a  monopoly  of  the  business  or  restraint  of  trade  in  inter- 
state commerce  by  them? 

Mr.  Caenegie.  The  law  would  not  amount  to  anything  if  they  were 
permitted  to  go  on.    You  need  a  drastic  law. 

Mr.  Baetlett.  A  drastic  law  that  does  not  permit  either  monopoly 
or  restraint  of  interstate  trade? 

Mr.  Caenegie.  Not  a  particle. 

Mr.  Baetlett.  That  is  all  that  the  Sherman  law  does  now. 

Mr.  Caenegie.  Very  well.  If  the  Sherman  law  be  effective,  give  it 
atrial. 

Mr.  Baetlett.  It  is  pretty  effective  when  it  is  about  to  destroy  two 
gigantic  monopolies. 

Mr.  Carnegie.  Weil,  sir,  I  hear  so  many  people  declaring  that  they 
do  not  know  when  they  break  it  or  how  they  break  it. 
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Mr.  Babtlett.  You  do  not  know  when  you  convict  a  man  who  has. 
violated  the  law  that  he  will  not  violate  it  again? 

Mr.  Carnegie.  I  do  not  believe  that  the  law  is  half  drastic  enough. 

Mr.  Baetlett.  You  do  not  ? 

Mr.  Carnegie.  There  is  something  the  matter  with  it. 

Mr.  Bartlett.  The  complaint  generally  is  that  it  is  too  drastic. 

Mr.  Carnegie.  I  think  it  will  be  made  so,  because  it  wUl  create 
that  court  or  commission  which  will  have  power  to  fix  rates.  You 
have  not  anything  like  that  imder  the  Sherman  law.  The  Sherman 
law  is  all  negative:  "  You  can  not  do  this."  "  You  can  not  do  that." 
What  we  want  is  positive  action,  telling  them  both  what  they  can  do 
and  what  they  can  not  do ;  and  then  punish  them  if  they  disobey  it. 

The  reason  I  think  this  commission  should  have  the  power  to  fix 
maximum  prices  is  this:  I  have  no  objection  whatever 

Mr.  Baetlett.  How  would  you  like  to  provide  a  "  reasonable " 
price  for  their  products? 

Mr.  Carnegie.  Reasonable?  There  is  no  reason  in  that.  Reason- 
able !  The  seller  would  think  it  was  worth  $50  and  you  would  not 
give  $25.  Reasonable !  Now,  Judge,  I  just  put  that  question  to  you. 
Ask  two  men,  the  buyer  and  the  seller,  what  is  reasonable,  and  see 
what  they  say ! 

Mr.  Baetlett.  That  is  the  term  used  in  the  railroad-rate  law,  at 
least.  If  it  is  ridiculous,  Congress  has  for  nearly  35  years  used  the 
word  in  the  interstate-commerce  law. 

Mr.  Carnegie.  But  that  is  after  you  have  got  the  court 

Mr.  Baetlett.  No ;  it  was  before  we  had  the  court. 

Mr.  Carnegie.  But  the  commission  followed. 

Mr.  Baetlett.  Oh !     The  commission.    The  court,  you  said. 

Mr.  Carnegie.  The  commission,  I  meant,  Judge.  The  commission 
had  to  follow.    The  commission  is  there. 

Mr.  Baetlett.  Is  your  criticism  of  the  Sherman  law  that  it  is  not 
drastic  enough? 

Mr.  Carnegie.  I  do  not  know  whether  it  is  or  not. 

Mr.  Baetlett.  I  understood  you  to  say  a  moment  ago  that  you  did 
not  think  it  was  drastic  enough. 

Mr.  Caenegie.  Because  I  hear  so  many  people  declare  that  they  do 
not  know  what  to  do.  Judge  Gary  says  he  is  not  quite  sure  how  to 
act  under  it;  and  I  believe  that  he  is  a  thoroughly  honest  man  and 
wishes  to  obey  the  law. 

Mr.  Baetlett.  I  agree  with  you  about  that. 

Mr.  Carnegie.  You  agree? 

Mr.  Bartlett.  I  agree  with  you  that  he  wishes  to  obey  the  law,  and 
that  he  would  like  to  have  the  law  changed.  I  will  not  say  that  this 
applies  to  Judge  Gary — but  people  who  have  been  engaged  in  busi- 
ness have  disobeyed  the  law 

;Mr.  Carnegie.  He  not  only  wants  it  changed,  but  he  wants  it  made 
so  clear  that  he  and  everybody  will  know  just  exactly  what  it  is.  He 
wants  such  restrictions  as  he  understands,  and  that  he  can.  obey. 

Mr.  Baetlett.  Do  you  know  there  is  an  old  saying — I  will  not 
quote  all  of  it — that  no  man  who  ever  felt  the  law  has  a  good  opinion 
of  the  law,  anyway? 

Mr.  Caenegie.  Well,  you  would  not  hang  any  of  these  men  ? 

Mr.  Baetlett.  No;  I  would  not  hang  anybody,  hardly,  but  I  would 
not  permit  the  practices  that  have  heretofore  been  carried  on  to  con- 
tinue, if  I  could  help  it. 
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Mr.  Carnegie.  I  am  with  you,  Judge,  in  ttiat. 

Mr.  Baetlett.  Because  a  monopoly — certainly  of  the  necessities  of 
life,  and  the  products  which  the  people  are  compelled  to  have — is 
odious  to  all  English-speaking  people. 

Mr.  Carnegie.  Amen. 

Mr.  Bartlett.  And  it  did  not  take  the  decision  of  the  Supreme 
Court  of  the  United  States  in  1911  to  decide  that  question.  We  have 
it  back  from  the  earliest  English  authorities,  beginning  with  the  de- 
cisions of  Lord  Coke. 

Mr.  Carnegie.  There  is  something  lacking.    You  need  something. 
You  need  another  measure  to  produce  the  effect  desired. 
_  Mr.  Bartlett.  What  was  lacking,  in  my  opinion,  was  the  disposi- 
tion of  the  men  engaged  in  large  businesses  not  to  regard  the  law 
until  they  were  brought  up  against  its  firm  fist.    That  is  my  opinion. 

Mr.  Carnegie.  I  think  you  will  find  the  leading  manufacturers 
of  America  prepared  to  swear  that  that  was  not  the  real  reason; 
that  they  did  not  understand  what  was  lawful  and  what  was  not 
lawful  I  will  claim  that  justice  for  them. 

Mr.  Bartlett.  I  will  change  it  and  say  that  they  did  not  try  to 
find  out  or  to  understand  it  properly.    That  is  all. 

Mr.  Gardner.  Mr.  Carnegie,  just  to  clear  up  this  subject,  I  want 
to  make  this  statement  first  and  then  you  will  see  what  I  am  driv- 
ing at : 

There  are  two  lines  of  thought  developing  in  this  country  amongst 
the  people  who  think  that  the  present  state  of  affairs  in  large  indus- 
tries, or,  as  people  now  call  them,  large  units  of  production,  need  some 
change. 

There  is  the  line  of  thought  which  perhaps  I  could  express  best  by 
President  Taft's  message,  which  believes  that  dissolution  of  large 
units  should  go  on  under  the  existing  Sherman  law.  There  is  a  line 
of  thought  which  I  can  best  express  by  calling  it  the  one  indicated  by 
ex-President  Roosevelt  in  the  Outlook  article,  which  looks  to  the 
recognition  of  large  units,  but  their  control  by  a  court  or  commission 
such  as  you  are  asking  for. 

Do  you  follow  me  up  to  that  point  ? 

Mr.  Carnegie.  Certainly,  Mr.  Gardner. 

Mr.  Gardner.  In  which  class  of  mind  do  you  find  yourself? 

Mr.  Carnegie.  Mr.  Gardner,  I,  of  course,  am  familiar  with  Mr. 
Eoosevelt's  position,  and  I  have  heard  from  him  on  the  subject  and 
have  agreed  with  him. 

I  think  that,  for  the  present,  you  should  allow  large  organizations 
to  continue  and  you  should  pass  what  we  recommend — this  law  for 
a  commission  to  fix  maximum  prices.  That  is  a  step  in  the  right 
direction. 

If  you  will  be  patient  we  shall  see  whether  that  needs  any  further 
legislation,  and,  if  so,  we  shall  make  it.  Your  successors  will  make  it 
if  you  do  not.  They  will  have  all  the  facts  before  them,  which  we 
have  not. 

In  taking  a  new  path  I  would  only  go  to  the  first  resting  place 
and  sit  there  and  await  results.  And  I  hope  you  will  agree  with  me 
in  that,  and  that  we  should  not  assume  what  will  happen  from  this 
legislation  until  we  give  it  a  trial.    I  hope  you  will  agree  with  that. 

Mr.  Gardner.  Your  present  idea,  Mr.  Carnegie,  is  that,  for  the 
present  at  least,  we  should  travel  in  the  direction  of  the  recognition, 
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by  Government  control  over  large  units,  such  as  the  same  direction 
which  we  have  taken  with  regard  to  railroad  corporations? 

Mr.  Carnegie.  Certainly.  Do  you  agree  with  that?  I  would  like 
very  much  to  know. 

Mr.  Gardner.  I  have  not  altogether  made  up  my  mind.  I  will  be 
perfectly  frank.  I  shall  give  indications  in  this  colloquy— because  1 
shall  not  call  it  an  examination — of  the  way  my  mind  is  working. 

Mr.  Carnegie.  I  shall  be  delighted  to  hear  it. 

Mr.  Gardner.  I  think  that  the  American  people  are  overwhelm- 
ingly in  favor  of  the  dissolution  being  tried.  This  is  simply  my 
opinion.  I  think  they  are  in  favor  of  dissolution  being  tried,  with  a 
view  to  seeing  whether  they  can  not  reestablish  the  old  conditions  of 
competition,  which  we  all  most  reluctantly,  and  I  have  no  doubt  you 
have  most  reluctantly,  abandoned.  I  have  no  doubt  that  you  reluc- 
tantly abandoned  your  formerly  expressed  belief  that  competition 
without  Government  control  would  work  itself  out  on  what  was 
known  as  the  old  laissez  faire  doctrine.  I,  like  everybody  else,  am 
exceedingly  unwilling  to  abandon  that  view.  But  here  is  a  ques- 
tion that  is  facing  a  man  like  myself.  I  am  not  speaking  for  my 
party  associates  on  this  committee,  although  I  shall  try  to  harmonize 
my  views  with  the  whole  committee  when  it  comes  to  report,  if  it  is 
a  possible  thing. 

Here  is  the  point:  Assuming  that  I  am  right  in  supposing  that 
the  American  people  are  determined  to  have  this  dissolution  tried, 
then  two  more  branches  open  out  as  the  thing  for  legislators  to  do. 
It  seems  to  me  the  question  then  becomes  whether  you  are  going  to 
leave  the  Sherman  Act  as  it  is  or  whether  you  are  going  to  make  it 
more  drastic,  with  a  view  to  making  this  dissolution  more  hasty  and 
more  perfect.  So  that  when  you  get  men  in  a  confused  way  answer- 
ing questions  at  random  as  to  whether  it  should  be  made  more  dras- 
tic or  not,  you  must  first  ascertain  in  which  general  direction  they 
think  that  we  ought  to  go. 

T  am  of  this  opinion,  Mr.  Carnegie,  and  have  made  up  my  mind 
sufficiently  to  say,  in  answer  to  your  question,  this :  That  if  we  decide, 
in  deference  to  the  overwhelming,  as  I  believe,  public  demand  that 
we  should  travel  in  the  direction  of  dissolution,  whether  or  not  then 
the  Sherman  law  ought  not  to  be  made  more  drastic  in  order  to 
facilitate  that  dissolution.    You  catch  my  position  as  far  as  I  go? 

Mr.  Carnegie.  Certainly. 

Mr.  Gardner.  I  am  not  speaking  as  to  whether  I  believe  that  dis- 
solution will  be  a  success  or  a  failure,  and  that  ultimately  we  will 
have  to  go  on  the  other  journej'.  My  mind  is  rather — and  I  do  not 
mind  saying  this — inclining  to  the  belief  that  I  have  got  to  abandon 
the  old  laissez  faire  doctrine  and  to  believe,  as  you  do,  that  we  must 
go  in  this  direction.  If  I  come  to  that  resolution  I  shall  make  that 
report  in  this  committee,  if  I  am  the  only  one  reporting  it. 

Mr.  Carnegie.  Exactly. 

Mr.  Gardner.  But  I  might  very  well  say  that,  though  that  is  my 
individual  view  as  to  what  should  be  done  in  the  future,  nevertheless 
in  the  present,  as  the  people  in  ray  opinion  are  going  the  other  way, 
the  thing  to  be  done  in  the  present  is  to  start  the  powers  of  the 
Government  in  the  direction  of  dissolution.    , 

Do  you  follow  me? 

Mr.  Carnegie.  Yes.     Certainly. 


USSXrmV    BTATJiiS    HXJilJiij    (JOBJr'UilA'riUJN .  ZtOO 

Mr.  Gardner.  Let  me  ask  you  this  question,  to  elucidate  these  two 
directions : 

In  the  first  place,  if  dissolution  takes  place  by  the  order  of  the 
courts,  either  under  the  imjperfect  law  which  we  have  at  present 
or  under  the  law  made  much  more  severe,  in  your  opinion  will  that 
lessen  the  cost  of  steel  products  to  the  people,  other  things  being 
equal ? 

Mr.  Carnegie.  No,  sir.  My  court,  that  I  stand  for,  would  take 
care  of  the  rights  of  the  people ;  and,  Judge— I  always  think  of  you 
as  a  judge  or  a  lawyer 

Mr.  Gardner.  I  was  a  bookkeeper.     [Laughter.] 

Mr.  Carnegie.  I  am  delighted  to  hear  such  an  exposition.  Your 
mind  has  traveled  exactly  over  the  same  ground  that  mine  has  in 
studying  this  question. 

Wherein  we  differ  is  this:  You  are  not  sure  that  it  is  necessary  to 
dissolve  these  large  companies.    You  are  not  sure. 

Mr.  Gardner,  you  are  sure  about  one  thing,  that  they  must 
not  be  permitted  to  charge  monopolistic  prices,  as  they  have  been 
doing,  by  agreements  among  themselves.    You  are  sure  about  that? 

Mr.  Gardner.  Wait  a  moment,  Mr.  Carnegie.  I  have  my  own 
opinion  as  to  the  question  of  the  agreements  amongst  themselves, 
that  I  am  not  willing,  without  further  evidence,  to  express,  but  I  will 
say  this :  I  ought  not  to  answer  your  question  as  to  whether  I  think 
that  they  are  charging  excessive  prices  or  not  now.  I  do  not  think 
I  would  have  the  right  to  give  anything  more  than  general  con- 
clusions, so  I  shall  not  contradict  you. 

Mr.  Carnegie.  But  wait.  Suppose  you  assume,  for  the  moment, 
that  they  are  doing  so. 

Mr.  Gardner.  Yes. 

Mr.  Carnegie.  What  would  your  position  be?  Suppose,  for  the 
moment,  they  are  doing  so. 

Mr.  Gardner.  Yes. 

Mr.  Carnegie.  What  would  your  position  be? 

Mr.  Gardner.  My  position  would  be  that  we  must  travel  in  one 
of  those  two  directions;  preferably,  that  we  ought  to  travel  in  the 
direction  which  produces  the  lowest  prices  ultimately,  even  though 
it  appears  to  be  a  step  in  the  direction  of  socialism. 

Mr.  Carnegie.  Then  do  not  let  us  discuss  that.  My  view  is  that 
the  agent  of  the  Republic  on  that  proposed  commission  will  take 
good  care  about  prices. 

Mr.  Gardner.  I  quite  agree  with  you. 

Mr.  Carnegie.  Then,  if  you  agree  upon  that,  there  can  be  no  doubt 
that  you  and  T  shake  hands,  and  if  I  were  a  Congressman  to-day 
with  you,  you  and  I  would  vote  together  for  the  establishment  of 
that  commission. 

Mr.  Gardner.  That  may  not  be  at  all  the  question  which  presents 
itself. 

Mr.  Carnegie.  I  am  assuming  that  it  did.  Then  we  would  be 
together. 

Mr.  Gardner.  I  think  you  have  a  little  bit  gotten  away  from 
what  I  want  to  get  at.  I  want  to  ^t  at  tw^)  great  difficulties  which 
seem  to  confront  me  in  whichever  direction  we  go. 
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Assuming  that  the  United  States  Congress,  believing  that  the  will 
of  the  people  demands  the  policy  of  dissolution  to  be  carried  out, 
and  assuming  that  it  is  carried  out,  in  your  opinion  would  that  have 
an  effect  in  the  direction  of  lowering  the  prices  of  steel  products  to 
the  consumer? 

Mr.  Carnegie.  Certainly  it  would,  but 

Mr.  Gardner.  It  would  or  it  would  not. 

Mr.  Carnegie.  It  would  lower  the  price. 

Mr.  Gardner.  That  is,  dissolution  would  lower  the  price? 

Mr.  Carnegie.  Dissolution?  No.  I  thought  you  said  "the  com- 
mission" instead  of  "dissolution."  I  thought  you  said  the  com- 
mission. 

Mr.  Gardner.  No.  I  say,  suppose  that  we  take  the  course  toward 
dissolution. 

Mr.  Carnegie.  Oh !    I  thought  you  said  toward  a  commission. 

Mr.  Gardner.  Would  dissolution  by  the  order  of  the  courts  of 
these  large  industrial  units,  in  your  opinion,  result  in  lower  prices 
to  the  consumer  ? 

Mr.  Carnegie.  It  would  depend  upon  what  the  court  fixed. 

Mr.  Reed.  You  do  not  hear  his  question,  Mr.  Carnegie. 

Mr.  Carnegie.  I  assume  there  would  be 

Mr.  Gardner.  Just  follow  me  a  moment,  Mr.  Carnegie.  I  think 
it  is  very  important  to  get  your  opinion  on  it.  I  say,  supposing  Con- 
gress rejects  your  idea  of  that  commission  ? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  And  takes  the  other  course  in  deference  to  what 
they  believe  to  be  the  will  of  the  people  and  perhaps  in  accordance 
with  their  own  judgment;  and  supposing  these  great  units  are  dis- 
solved by  order  of  the  court.  In  your  opinion  would  that  result  in 
lower  prices  on  steel  products? 

Mr.  Carnegie.  Not  unless  there  was  a  tribunal  to  fix  prices.  You 
mean  that  they  can  do  anything  of  that  sort  and  there  would  be 
destructive  competition? 

Mr.  Gardner.  We  will  say,  instead  of  being  the  mere  dissolution 
of  the  United  States  Steel  Corporation  and  the  resolution  of  all 
these  constituent  companies  into  independent  companies,  that  it  is 
even  more  drastic  than  that.  Let  it  be  as  drastic  as  you  choose. 
Would  that,  in  your  opinion,  tend  to  lower  prices  for  steel  products? 

Mr.  Carnegie.  If  there  was  a  law  by  which  they  could  not  confer 
or  unite  in  any  way  to  make  a  common  price  ? 

Mr.  Gardner.  If  you  destroy  them  as  they  stand  by  dissolution 
and  under  the  order  of  the  court  and  do  not  establish  the  commission 
which  you  advocate  and  which  I  will  admit  is  at  all  events  worthy 
of  consideration. 

Mr.  Carnegie.  V.Hiy,  my  dear  sir,  if  you  dissolve  them  into  small 
parts  they  will  do  as  they  did  before  when  they  were  small  parts. 

Mr.  Gardner.  Of  course  they  will.  Will  that,  in  the  long  run, 
make  cheaper  steel  products  or  more  expensive  steel  products? 

Mr.  Carnegie.  No;  because  they  would  have  understandings. 
They  would  be  driven  to  understandings  against  destructive  com- 
petition which  would  ruin  them  all. 

Mr.  Gardner.  No  matter  what  they  are  driven  to,  would  it,  in 
your  opinion,  result  in  the  consumers  of  this  country  getting  their 
steel  cheaper  in  the  long  run  ? 


UNITED   STATES  STEEL   COEPOBATION.  2485 

Mr.  Carnegie.  Not  permanently ;  no,  sir. 
Mr.  Gardner.  That  is  your  opinion  ? 
Mr.  Carnegie.  It  is  my  ppinion. 

_Mr.  Gardner.  That  is  one  of  the  objections  that  is  working  in  my 
mind  to  this  dissolution  process. 

Let  me  go  in  the  other  direction  and  show  you  what  is  working  in 
my  mind  as  an  objection  to  your  commission,  which  you  propose. 

Would  you  clothe  this  commission  with  the  power  to  prescribe  a 
maximum  price  for  products  which  enter  into  interstate  commerce? 

Mr.  Carnegie.  All  products  ? 
Mr.  Gardner.  All  products. 

Mr.  Carnegie.  We  are  dealing  now  with  steel,  are  we  not — all 
products  of  steel? 

Mr.  Gardner.  If  you  establish  a  court  you  must  .establish  it  under 
general  laws. 

Mr.  Carnegie.  All  manufactures? 

Mr.  Gardner.  Yes.  Then  you  would  say  that  it  should  apply  to 
all  manufactures? 

Mr.  Carnegie.  Yes;  certainly. 

Mr.  Gardner.  That  would  allow  them  putting  a  price  on  any 
manufactured  goods,  irrespective  of  whether  they  were  manufactured 
under  a  patent  or  no  matter  how  competitive  the  business  was. 

Supposing  it  was  some  manufactures  like  the  boot  and  shoe  in- 
dustry in  my  own  districts,  where  each  man  is  fighting  every  other 
man  and  where  there  is  unlimited  competition ;  would  you  say  it  was 
proper  for  the  Government  to  have  the  right  to  set  the  price  at  which 
those  articles  should  be  sold  ? 

Mr.  Carnegie.  The  maximum  price  ? 

Mr.  Gardner.  Yes. 

Mr.  Carnegie.  If  it  became  necessary,  I  would. 

Mr.  ^Gardner.  You  would  clothe  them  with  that  power,  in  case  of 
necessity  ? 

Mr.  Carnegie.  Yes ;  that  court  to  be  the  supreme  judge. 

Mr.  Gardner.  Suppose  the  whole  people  should  enter  into  an  agree- 
ment to  take  the  maximum  price,  and  everyone  of  them  charge  the 
maximum  price,  and  that  under  ordinary  forms  of  competition  there 
would  be  many  shoes  sold  under  the  maximum  price ;  how  would  you 
reach  a  condition  like  that  ? 

Mt.  Carnegie.  I  should  not  want  to  reach  it. 

Mr.  Gardner.  That  is,  you  would  permit  the  agreement  that  they 
should  all  charge  the  maximum  price? 

Mr.  Carnegie.  Yes. 

]Mr.  Gardner.  I  have  indicated  two  of  the  difficulties  which  must 
work  in  any  man's  mind  who  is  trying  to  systematize  this  thing,  be- 
cause it  seems  to  me  that  the  course  of  dissolution  and  the  course  of 
Government  control  are  leading  in  two  absolutely  different  direction, 
no  matter  how  much  we  may  confuse  the  issue  to-day,  and  whether  a 
man  says  he  is  for  more  drastic  laws  or  for  the  amendment  of  the 
Sherman  Act,  when  he  means  the  repeal  of  the  Sherman  Act  under 
an  amendment  form;  that  really  the  issue  which  is  arising  in  men's 
minds  is  whether  we  shall  follow  a  policy  which,  ultimately,  leads  to 
dissolution,  or  whether  we  shall  follow  a  policy  which  ultimately 
leads  to  the  recognition  of  the  large  units,  coupled  with  absolute 
Government  control,  such  as  we  have  over  the  railroads. 


2486  UNITED   STATES   STEELi  COEPOEATION. 

Mr.  Carnegie.  I  think,  sir,  you  and  1  differ  in  this :  I  see  one  next 
step  clearly  before  me.  I  go  there,  and  I  leave  my  successors  to 
manage  affairs  after  I  am  gone.  They  will  see  the  subject  more 
clearly  than  you  can  imagine  it  or  I  can  imagine  it,  and  therefore  I 
would  take  this  indispensable  step  at  the  time. 

Mr.  Gakdnee.  Ah!  But  you  could  not  take  it  if  the  American 
people  would  not  take  it  ? 

Mr.  Carnegie.  Just  allow  me,  about  the  will  of  the  people,  tosay 
this:  Gentlemen,  I  have  faith  in  the  good  sense  of  the  American 
people.  There  is  not  a  voter  that  sends  you  gentlemen  to  Congress, 
with  few  exceptions,  who  will  not  come  under  this  rule — the  great 
mass  of  your  supporters  are  men  who  will  say:  "  I  know  him;  he 
knows  more  than  I  do ;  he  is  going  to  study  this  thing ;  he  will  be 
a  good  guide  for  me."  Your  constituents  have  that  faith  in  you. 
The  will  of  the  people  is  not  to  be  assumed  if  they  are  excited  unduly 
at  these  changes  that  are  taking  place.  It  is  for  minds  like  yours, 
sir,  and  you  other  gentlemen  on  the  committee.  You.  have  to  exercise 
wiser  judgment  than  that  of  your  constituents. 

Mr.  Gardner.  Mr.  Carnegie,  you  miss  my  point.  It  is  not  because 
we  are  so  weak  as  to  be  afraid  of  standing  out  against  our  constitu- 
ents, but  we  are  human,  like  our  constituents,  and  probably  taking 
the  line  of  thought  running  through  Congress,  the  genuine  line  of 
thought,  it  is  more  or  less  the  same  line  of  thought  which  is  running 
through  the  minds  of  the  people. 

I  think  I  should  defer  to  your  experience  in  the  steel  manufac- 
ture, but  I  think  that  my  judgment  of  the  way  my  fellow  members' 
minds  are  working  is  certainly  not  so  very  far  wrong  in  that  respect. 

Mr.  Carnegie.  You  know  about  the  gentleman  who  could  not  make 
up  his  mind  which  road  to  take 

Mr.  Gardner.  I  know. 

Mr.  Carnegie.  There  is  one  path,  it  seems  to  me,  one  step  neces- 
sary, and  then  let  the  future  reveal,  and  let  that  be  attended  to  when 
the  time  comes. 

Mr.  Gardner.  I  can  see  that;  but  I  say,  supposing  that  Congress 
will  not  take  that  step  ? 

Mr.  Carnegie.  I  can  not  suppose  that  Congress  will  not  do  so. 
That  is  hypothetical. 

Mr.  Gardner.  I  will  not  ask  you  a  hypothetical  question,  but  I 
would  like  to  get  your  opinion. 

Mr.  Carnegie.  My  opinion  is  that  Congress  will,  as  a  result  of 
what  you  gentlemen  are  finding  out,  and  yourself,  among  the  other 
members  of  the  committee,  have  to  make  up  your  mind  which  way 
you  will  go ;  and  I  believe  that  the  preponderating  majority  of  Con- 
gress will  see  the  necessity  for  giving  Government  control.     I  think  so. 

Mr.  Gardner.  There  will  be,  I  have  no  doubt,  more  Government 
control.  The  question  is  whether  they  will  go  in  the  direction  you 
recommend,  or  in  the  direction  of  dissolution. 

In  my  opinion,  the  issue  that  will  be  presented  to  us  to  decide  in 
Congress  is  not  whether  we  shall  recognize  these  units  and  control 
them,  but  the  issue  which  will  present  itself,  as  a  practical  thing, 
for  us  to  vote  on,  is  whether  we  are  going  to  strengthen  the  Sherman 
law  in  order  to  make  dissolution  more  easy. 

Mr.  Carnegie.  In  that  case  I  would  say,  with  great  respect  for 
my  fellow  members,  if  I  were  a  Member  of  Congress :  "  But  see,  we 
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have  had  some  experience  in  this  direction,  and  we  have  had  none  in 
the  other." 

These  are  all  hypothetical  questions  which  you  raise.  We  have 
the  experience  of  a  demoralization  in  the  railway  field  that  nothing 
in  industrialism  ever  equaled.  We  appointed  a  commission.  We 
have  a  satisfactory  result.  Gentlemen,  let  us  follow  the  path  which 
has  led  us  to  that  result  in  the  railway  system  and  try  it  in  the  other 
direction. 

Mr.  Gaednek.  I  want  to  be  perfectly  clear.  I  am  saying  this  to 
you,  but  it  is  really  addressed  to  other  people :  That  in  saying  what 
I  have  said  this  morning  I  am  expressmg  only  the  things  that  are 
working  in  my  own  mind.  I  happen  to  be  the  senior  member  of  the 
Kepublican  side — the  minority  side — of  this  committee,  and  I  do  not 
want  anybody  in  the  world  to  think  that  I  reflect  any  discussion 
with  them,  or  commit  them  in  any  way,  or  indicate  anything  that 
might  look  in  the  least  like  anything  except  the  expression  of  my 
own  ideas.  I  admit  that  I  have  expressed  them  rather  prematurely, 
because  I  have  not  been  all  through  this  matter ;  but  "I  wanted  to  get 
at  your  view. 

Mr.  Carnegie.  I  am  delighted.     You  and  I  have  walked  so  far  to- 

f  ether — that  something  is  necessary.  Then,  I  present  this  to  you  as 
eing  only  one  step.  You  have  followed  it  in  the  direction  of  the 
railroads,  and  it  has  succeeded.  I  ask  you  to  continue  on  the  path, 
and  apply  to  industries  what  you  have  applied  to  railroads.  That 
is  all. 

The  Chairman.  At  that  point,  Mr.  Carnegie,  let  me  see  if  I  un- 
derstand you.  You  are  in  favor  of  having  this  commission  say  that 
no  manufacturer  in  the  United  States  shall  charge  more  than  $28  a 
ton  for  rails,  we  will  say,  as  a  hypothetical  amount;  not  more  than 
$20  a  ton  for  billets,  no  more  than  $25  per  ton  for  structural  shapes, 
and  no  more  than  so  much  for  plates,  and  so  much  for  skelp,  andi  so 
on  ad  infinitum  through  the  whole  gamut  of  the  steel  market. 

Suppose  that  that  should  be  done,  and  that  these  obedient  manu- 
facturers should  get  together,  not  for  the  purpose  of  making  a  com- 
bination in  retraint  of  trade — far  from  it — ^but  for  the  purpose  of 
obeying  the  law ;  and  each  one,  with  his  hand  on  his  heart  and  the 
law  before  him,  and  with  the  fear  of  God  and  of  his  countrymen  in 
his  heart,  should  say : 

"  Verily,  we  will  charge  the  amount,  and  the  exact  amount,  that 
the  law  has  fixed  as  a  maximum." 

Then,  they  would  get  together  legitimately,  as  they  would  have  a 
right  to  do,  and  they  would  urge  their  representatives  to  see  that 
that  good  and  righteous  law  was  not  amended  in  one  jot  or  tittle. 
And  suppose  further,  in  the  meantime,  in  the  future  as  it  has  oc- 
curred in  the  past,  inventive  genius  should  work  miracles  in  steel, 
in  the  processes  of  smelting  ores  by  electricty,  we  will  say,  super- 
seding the  more  expensive  process  of  coke  and  gas,  and  you  should 
learn  to  reduce  recalcitrant  ores,  ores  containing  titanium  and  a.  high 
degree  of  phosphorus,  and  these  other  things  that  now  render  cer- 
tain of  your  ores  useless ;  that  they  should  learn  to  handle  lean  ores, 
with  a  lower  per  cent  of  iron,  and,  as  a  result,  the  production  of  ores 
would  radically  increase  in  four  or  five  years.  Do  you  believe  that 
those  good  manufacturers  would  disobey  the  law  they  had  agreed  to 
follow  so  religiously,  and  would  automatically  decrease  their  price 
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because  this   cost  of  production  had   decreased,   when,  under  the 
laAv,  they  could  charge  the  same  old  price? 

Mr.  Carnegie.  What  a  gross  misunderstanding  of  all  that  I  have 
been  trying  to  tell  you,  Mr.  Chairman. 

What  do  you  suppose  the  commission  would  say  that  visits  the 
"works  continually  and  sees  all  these  things?  Do  you  not  suppose 
they  would  say  to  this  concern :  "  The  cost  of  labor  on  the  steel  rails 
is  $3  less.    You  must  reduce  your  price." 

Why,  Mr.  Chairman,  what  would  your  commission  be  about?  The 
commission  has  power  from  month  to  month  to  determine  the  prices. 
And,  gentlemen,  you  are  going  to  bring  about  a  relation  between 
capital  and  labor  that  will  be  more  satisfactory  than  the  world  has 
ever  seen.  Capital  will  be  sure  of  a  moderate  return.  You  must 
grope,  of  course.  You  might  say,  at  first :  "  We  will  allow  you  to 
make  8  per  cent  on  your  capital." 

And  the  capital,  mind  you,  will  be  looked  into  by  your  own  com- 
mission, as  well.  They  would  get  that,  and  the  interest  in  the  steel 
works  would  theh  be  very  much  what  an  interest  is  in  a  first-mortgage 
bond.  You  would  not  get  excessive  profits  from  the  steel  manufac- 
ture, but  you  would  get  a  sure  return,  and  it  would  be  a  security. 

The  Chairman.  Could  you  say  to  the  steel  industries  of  this  coun- 
try: "  You  can  make  8  per  cent."    Would  that  be  feasible? 

Mr.  Carnegie.  That  commision  can  say,  "  We  think  8  i>er  cent  is 
an  excellent  return  on  capital.  You  can  do  that.  But  I  will  reduce 
your  price  whenever  you  can  make  that  on  a  lower  price." 

The  Chairman.  Then,  you  would  not  have  any  fixed  price,  be- 
cause each  fellow  would  be  allowed  to  make  8  per  cent  on  his  price. 
Suppose  you  were  making  pig  iron  at  $5  a  ton  less  than  I  am  making 
it.  Eight  per  cent  for  me  would  be  one  price,  and  8  per  cent  for  you 
would  be  another  price.  Would  you  fix  each  man's  profit  at  8  per 
cent,  and  let  one  man  charge  a  greater  price  than  the  other  ? 

Mr.  Carnegie.  You  will  find  in  the  document  which  I  submitted 
yesterday,  that  the  commission  would  be  made  familiar  with  all  ol 
the  conditions.  You  would  have  an  expert,  and  he  would  see  the 
■works  that  were  not  up-to-date,  that  were  badly  managed,  every- 
thing ;  and  that  commissioner  would  say :  "  You  must  get  your  works 
up  to  the  standard,  and  you  will  make  the  $5  a  ton  profit  at  this 
price,  if  you  do  it.  If  you  will  not  do  that,  and  your  cost  is  $2  more, 
you  will  only  have  $3  profit  on  it."  The  whole  thing  is  automatic. 
You  can  not  have  anything  stationary. 

I  hope  you  will  notice  that  point,  Mr.  Gardner,  that  it  is  not  to 
be  a  fixed  price  for  a  certain  time.  It  is  to  be  regulated  by  the  cost — 
the  average  cost  of  rails  in  the  United  States;  that  shows  the  aver- 
age condition  at  the  works. 

Mr.  Gardner.  I  had  assumed  that  was  your  view. 

The  Chairman.  You  would  give  the  commission  the  right  to 
automatically  change  rates? 

Mr.  Carnegie.  Certainly.    It  would  be  useless  without  that. 

The  Chairman.  Would  you  give  the  aggrieved  party  the  right  to 
appeal  to  the  courts? 

Mr.  Carnegie.  To  the  courts  after  the  commission? 

The  Chairman.  When  the  commission  has  rendered  its  decision? 

Mr.  Carnegie.  That  is  a  detail.     I  would  not  do  it  at  first. 

The  Chairman.  I  think  ncJt.     It  is  not  a  detail.     It  is  of  the 
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Mr.  Caknegie.  I  would  make  this  court  the  sole  umpire,  and  give 
it  the  full  power,  and  then  hold  the  court  responsible. 

The  Chaieman.  But,  Mr.  Carnegie,  would  you  give  to  one  set  of 
men  the  autocratic,  absolute,  unquestioned  power,  without  appeal, 
to  definitely  determine  the  destiny  of  the  steel  industry  of  this 
country;  or,  if  they  were  to  take  the  other  horn  of  the  dilemma  and 
favor  the  manufacturers  by  definitely  fixing  an  exorbitant  price, 
would  you  leave  neither  to  a  court  nor  anybody  else  the  right  to 
remedy  that  mischief? 

Mr.  Carnegie.  May  I  ask  a  question? 

The  Chaikman.  Certainly.  • 

_  Mr.  Caenegie.  Has  the  Interstate  Commerce  Commission  the 
right  to  fix  railway  rates? 

The  Chairman.  Subject  to  an  appeal  to  the  courts. 

Mr.  Caenegie.  Then,  whatever  it  has  I  would  give  to  this  com- 
mission that  I  propose.  There  is  an  appeal  from  the  Interstate 
Commerce  Commission  to  the  Commerce  Court.  There  is  no  ob- 
jection, if  you  think  it  necessary,  to  have  three  appeals. 

Mr.  Baelett.  There  is  an  appeal  on  the  law;  not  on  the  facts. 

Mr.  Caenegie.  That  is  a  detail.  I  have  no  objection  to  your  hav- 
ing three  appeals,  at  first.  Have  three  appeals,  if  you  choose;  as 
many  as  you  like. 

JNIr.  G^ujDNEB.  Whatever  has  proven  successful  in  the  case  of  the 
railroads  and  the  Interstate  Commerce  Commission  would  probably 
be  applied  in  the  first  instance  in  this  commission  which  you  have 
suggested  until  it  was  proven  to  work  wrong. 

Mr.  Caenegie.  Quite  so.    That  is  my  idea,  exactly. 

The  Chairman.  You  would  follow  the  same  line  that  has  been  fol- 
lowed in  the  case  of  the  Interstate  Commerce  Commission  and  the 
Commerce  Court? 

Mr.  Caenegie.  Largely;  yes. 

The  Chairman.  You  speak  of  destructive  competition.  What  do 
you  mean  by  "  destructive  competition  "  ? 

Mr.  Carnegie.  It  is  not  a  word  that  I  have  been  using,  is  it?  I 
have  been  ridiculing  the  idea  of  competition  otherwise  than  destruc- 
tive.   Competition  is  a  fight. 

The  Chairman.  I  understood  you  to  say,  when  you  were  speaking 
of  the  disintegration  of  these  huge  corporations  or  combinations  of 
corporations,  that  if  they  were  disintegrated  they  would  be  forced  to 
make  agreements  in  order  to  escape  destructive  competition. 

I  understood  you  to  make  that  statement. 

Mr.  Carnegie.  All  competition  is,  of  course,  destructive.  You 
could  not  limit  that.  The  works  that  are  making  things  the  cheapest 
run  through  panics,  and  the  others  can  not  afford  to.  That  was  the 
condition  with  the  Carnegie  Steel  Co. 

The  Chairman.  What  I  understood  you  meant  is  this:  That  com- 
petition between  two  manufacturing  concerns,  when  it  becomes  acute, 
resolves  itself  into  the  question  of  which,  by  virtue  of  its  natural 
advantages  or  its  superior  management,  can  sell  at  a  profit  when  the 
other  is  selling  at  a  loss.  When  a  given  price  is  a  profit  to  one  and 
a  loss  to  the  omer,  it  resolves  itself  into  that,  does  it  not  ? 

Mr.  Carnegie.  No;  I  beg  pardon.  No.  If  you  allow  a  firm  to 
make  rails  at  a  profit  of,  say,  $5  a  ton,  or  $6  or  $7  or  $8  a  ton,  or  what- 
ever it  is — it  would  be  high  to  begin  with — any  concern  making  rails 
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in  competition  that  can  not  do  it  at  somewhat  near  the  price  of  its 
competitor,  the  sooner  that  concern  stops  making  rails  the  better. 

The  CuAiRiiAN.  Exactly.  I  entirely  agree  with  you.  So  that, 
when  the  profits  are  not  sufficient  to  take  care  of  the  efficient  and  the 
inefficient,  whenever  the  efficient  attempt  to  sell  at  a  profit,  but  at  such 
a  profit  as  will  not  carry  the  less  efficient  competitor,  then  the  less 
efficient  competitor,  if  that  competition  continues  long  enough,  must 
go  out  of  business,  because  he  will  do  business  at  a  loss  ? 

Mr.  Carnegie.  Or  go  out  of  business;  yes. 

The  Chairman.  Yes.  That  sort  of  elimination  under  a  competi- 
tive system  is  merely  a  survival  of  the  fittest  in  that  business? 

Mr.  Carnegie.  Certainly. 

The  Chairman.  And  the  public  ought  to  be  served  by  the  fittest  if 
the  fittest  can  serve  them  in  industrial  affairs  as  in  the  professional 
world  and  everywhere  else? 

Mr.  Carnegie.  That  is  the  economic  law.  That  is  best  for  the 
country,  undoubtedly.  But  I  would  have  this  court  or  commission 
fix  a  maximum  price  that  the  successful  competitor  should  charge, 
and  no  more. 

The  Chairman.  You  express  that  idea  with  remarkable  clearness 
and  force  in  an  article  in  the  North  American  Review,  in  which  you 
state — 

Such  is  the  law,  such  has  been  the  law,  and  such  inomises  \o  be  the  law  for 
the  future;  for,  so  frvr,  no  ilo\  ice  has  yyt  been  rtevised  thnt  liiis  permanently 
thwarted  its  operation.  Given  freedom  of  Cfiniiietition,  and  nil  combinations  or 
trusts  that  attempt  to  exact  from  the  consumer  more  than  ii  legitimate  return 
upon  capital  and  servirns  write  the  charter  of  their  own  defeat. 

Mr.  Reed,  sr.  'What  is  the  date  of  that,  Mr.  Chairman? 

The  Chairman.  That  is  1888. 

Mr.  Reed,  sr.  That  is  on  "The  Bugaboo  of  the  Trusts"? 

The  Chairman.  Yes. 

Mr.  Carnegie.  Let  me  state  something  there,  Mr.  Chairman. 

The  Chairman.  State  anything  you  like,  Mr.  Carnegie. 

Mr.  Carnegie.  My  view,  Mr.  Chairman,  in  regard  to  steel  is  that 
an  element  has  come  in  which  does  not  affect  any  other  industry  of 
which  I  have  knowledge.  Gentlemen,  you  can  not  organize  new 
steel  companies  in  this  country  now.    Mark  that. 

The  Chairman.  Why  not? 

Mr.  Carnegie.  Because  they  could  not  buy  ore. 

The  Chairman.  They  could  not  buy  ore? 

Mr.  Carnegie.  They  could  not  buy  ore  at  a  price 

The  Chairman.  Are  there  not  millions  of  tons  of  ore  in  Tenneseee 
and  West  Virginia  and  Pennsylvania  which  no  great  concern  has 
yet  preempted  and  that  are  available  at  a  small  cost  ?  I  have  heard 
that. 

Mr.  Carnegie.  If  no  man  has  ever  thought  that  he  could  buy  these 
ores  and  go  into  the  manufacture  successfully,  that  is  very  signifi- 
cant. There  have  been  hundreds  of  men  in  search  of  such  a  treasure. 
Do  not  run  away  with  the  idea  that  the  ores  of  Tennessee  can  well 
compete  with  the  ores  they  are  getting  from  Lake  Superior. 

The  Chairman.  Why  not? 

Mr.  Carnegie.  Because  the  elements  are  not  there.  The  ores  are 
not  the  same.  The  expenses  are  higher.  They  are  in  the  wrong 
place  for  manufacturing.    The  consumer  is  not  near  there.    Believe 
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me,  the  search  for  ore  in  this  country  has  been  very,  very  keen  for 
many  years. 

The  Chairman.  Now,  Mr.  Carnegie,  is  it  not  true 

Mr.  Carnegie.  Do  not  ask  me  "  Is  it  not  true?  "    Is  it  true? 

The  Chairman.  You  understand  I  am  not  arguing  with  you,  Mr. 
Carnegie  ? 

Mr.  Carnegie.  You  say  "  Is  it  not  true  ? "  You  assume  that  it  is 
by  the  tone  of  your  question.  It  is  very  embarrassing  to  the  witness. 
It  puts  me  in  opposition  to  you  at  once. 

The  Chairman.  If  you  knew  what  was  in  the  heart  and  mind,  Mr. 
Carnegie,  you  would  not  be  embarrassed  at  all. 

Mr.  Carnegie.  I  Imow,  Mr.  Chairman,  but  it  is  what  comes  from 
the  tongue  that  is  so  troublesome.     [Laughter.] 

The  Chairman.  You  Imow  so  much  more  about  these  things  than 
I  do  that  I  am  now  asking  you  to  correct  my  previous  misappre- 
hensions about  a  matter  that  I  have  studied  only  for  a  few  brief 
months,  to  which  you  have  given  the  study  of  a  lifetime  with  such 
remarkable  success. 

Mr.  Carnegie.  Thank  you. 

The  Chairman.  iNIr.  Carnegie,  I  have  been  under  the  impression — 
Mr.  Schwab  testified  to  that  eilect,  the  engineer,  Mr.  Perrin,  and  a 
great  number  of  persons — that  they  make  p\g  iron  m  Birmingham — 
the  Eepublic  Iron  >&  Steel  Co..  Mr.  Gates's  concern,  and  others — for 
about  $4  per  ton;  that  they  make  it  for  less  than  they  make  it  for 
anywhere  else  in  the  United  States;  that  the  Woodward  Iron  Co., 
for  instance,  can  and  does  make  pig  iron  at  a  much'less  cost  per  ton 
than  they  can  make  it  at  Pittsburgh  or  at  Gary.  In  fact,  Judge 
Gary,  if  I  remember  correctly,  admitted  it. 

Mr.  Carnegie.  Bessemer  pig  iron? 

The  Chairman.  No,  sir;  open-hearth  pig  iron. 

Mr.  Carnegie.  Oh,  well. 

The  Chaiejian.  Which  is  just  as  good,  is  it  not?  It  reaEy  brings 
a  better  price  ? 

Mr.  Carnegie.  It  is  not  Bessemer. 

The  Chairman.  Is  it  true  that  open-hearth  pig  iron  really  brings 
a  better  price  ? 

Mr.  Carnegie.  I  do  not  know  that  it  is  ti'ue.  But  I  know  this: 
That  Schwab  expects  to  make  his  eastern  property  valuable  and 
the  Pennsylvania  Steel  Co.  through  a  recent  discovery  in  Cuba. 

Mr.  Reed.  You  mean  the  Bethlehem  Steel  Co.  ? 

Mr.  Carnegie.  The  Bethlehem  Steel  Co.;  yes. 

The  Chairman.  I  do  not  mean  to  differ  with  you,  but  this  enters 
my  mind  at  tliis  time :  Is  it  true  that,  as  Mr.  Schwab  says — ^he  agrees 
with  you  that  there  wUl  be  no  new  iron  mills — that  they  can  make 
pig  iron  cheaper  in  Birmingham — ^that  is,  open-hearth  pig  iron, 
basic  pig,  I  believe  they  caU  it — cheaper  tlian  it  can  be  made  else- 
where, but  that  they  have  not  the  facilities  for  transportation  or  the 
market  and  that  that  cheapness  is  due  to  the  remarkable  pro- 
pinquity of  the  ore.  the  coal,  and  the  limestone,  and  that  all  the 
ores,  the  coal,  and  limestone  that  are  located  in  this  immediate  vi- 
cinity thrown  there  together  are  confined  to  a  small  area?  Mr. 
Schwab  claims  that  all^of  these  ores,  tmd  Mr.  Perrin  and  the  rest 
of  them  say  the  same  thing,  are  now  held  by  the  companies  in  opera- 
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tion  and  that  there  is  no  more  of  it  in  the  market  available.  Is  that 
true? 

Mr.  Eeed.  Mr.  Schwab  did  not  testify  to  that.  Mr.  Perrin  did 
and  Mr.  Moore  and  Mr. 

The  Chairman.  Mr.  Schwab  said,  if  I  remember  correctly,  that 
there  would  be  no  more  new  great  iron  concerns,  because  there  was 
no  ore  available. 

Mr.  Carnegie.  Yes;  he  did.  Schwab  is  an  authority  on  that.  I 
think  Schwab's  statement  is  correct. 

Mr.  Chairman,  you  would  be  amazed  at  the  price  it  would  bring 
if  there  were  new  fields  of  ore  discovered  to-day.  The  end  of  the 
Lake  Superior  region  is  not  far  away,  and  what  we  are  going  to  do 
I  do  not  Imow.  If  there  would  be  some  further  discoveries,  possibly, 
that  would  help  the  situation. 

The  Chairman.  Are  there  ores  in  the  Lake  Superior  region  now  in 
sufficient  quantities  that  could  be  secured  and  smelted  at  such  a 
cost,  by  independents,  as  to  make  them  available  for  the  purpose 
of  utilizing  those  ores  as  the  basis  of  new  competing  concerns  with 
the  existing  concerns? 

Mr.  Carnegie.  The  best  evidence  of  that  is  that  there  has  been 
no  attempt  of  any  competing  concerns  for  many,  many  years. 

Mr.  Gardner.  May  I  call  your  attention,  Mr.  Carnegie,  to  some- 
thing that  perhaps  you  have  overlooked,  and  that  is  that  after  1915 
there  will  be  500,000,000  tons  of  ore,  fee  ore,  in  the  market  which 
belong  to  the  Great  Northern  Eailroad?  You  Iniow  that  lease  will 
be  canceled  at  that  time? 

Mr.  Carnegie.  That  is  the  Hill  lease? 

Mr.  Gardner.  The  Hill  lease  will  be  canceled  then.  So  that  that 
would  be  a  basis,  perhaps,  for  one  new  company,  but  not  for  an 
indefinite  number  of  new  companies. 

Mr.  Carnegie.  Mr.  Gardner,  you  had  better  get  the  opinion  of 
experts  in  regard  to  that  property. 

Mr.  Gardner.  I  would  like  your  opinion,  when  the  chairman  has 
finished  his  questions. 

The  Chairman.  That  is  all  right.    Go  ahead. 

Mr.  Carnegie.  I  am  not  an  expert.  I  only  know,  generally 
speaking,  what  it  has  cost  the  United  States  Steel  Co.  to  try  to  make 
that  ore  available. 

Mr.  Gardner.  The  royalty  was  enormous. 

Mr.  Carnegie.  I  do  not  know.  Of  course,  I  just  heard  it  stated. 
I  suppose  I  am  free  to  state,  therefore,  although  it  may  not  be  true, 
that  I  understand  it  runs  into  a  great  many  millions  already. 
The  United  States  Steel  Co.,  in  my  opinion,  did  not  give  up  that 
ore  for  any  reason  but  that  they  were  convinced  that  they  had  made 
an  unprofitable  investment. 

Mr.  Gardner.  That  they  were  paying  85  cents  royalty,  with  an 
ever-increasing  scale;  which  might  affect  the  question  somewhat 
as  to  the  cost? 

Mr.  Carnegie.  I  do  not  think  you  will  find  a  purchaser. 

The  Chairman.  I  wish  to  ask  this  question,  right  at  that  point: 
I  am  asking  if  this  is  correct,  this  statement  that  has  been  made  to 
me,  but  never  on  the  witness  stand ;  it  has  been  m^de  to  me  by  steel 
men,  however,  who  have  practical  knowledge  of  it,  and  who  have 
utilized  some  of  those  ores.    That  the  Hill  leases  are  held  in  this 
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way :  The  promoter  went  into  that  country  and  found  this  ore,  and 
had  no  means  of  transportation,  and  he  had  to  make  a  traffic  con- 
tract with  the  railroads  that  tapped  it.  That  road  was  the  Great 
Northern.  It  was  the  custom  of  the  owners  of  those  steel  proper- 
ties to  make  a  conveyance  of  the  property  to  the  railroad,  or  to  the 
Hill  interests,  and  then  they  would  reconvey  it  to  the  man  who  had 
discovered  the  ore,  with  a  provision  running  with  the  land  agreeing 
thereafter  to  ship  the  ore  over  the  Great  Northern  Railroad,  and  to 
pay  80  cents  to  Superior  or  some  other  lake  port;  and  that,  in  the 
event  the  Interstate  Commerce  Commission  or  any  other  authorized 
authority  should  lower  those  rates,  then  the  royalty  should  auto- 
matically increase.     Do  you  know  anything  about  that? 

Mr.  Carnegie.  I  do  not  know  anything  about  that.  Nothing.  I 
know  that  the  United  States  Steel  Co.  investigated  it  and  decided  to 
go  in. 

The  Chairman.  Yes. 

If  those  ores  are  held  in  that  way,  so  that,  no  matter  what 
the  law  does,  the  shippers  of  the  ores  will  always  have  to  pay  80 
cents  to  lake  ports,  and  then  pay  such  rate  as  is  charged  over  the 
Lakes,  such  rate  as  may  be  charged  over  the  Bessemer  &  Lake  Erie, 
can  any  independent  concern  utilize  those  lake  ores  to  compete  with 
a  perfectly  integrated  corporation  that  owns  its  own  transportation 
facilities  ? 

Mr.  Carnegie.  My  opinion,  formed  upon  what  I  have  read ■ 

The  Chairman  (interposing).  And  your  experience? 

Mr.  Carnegie.  Yes.     Now,  mind  you,  it  may  be  all  wrong. 

The  Chairman.  I  am  willing  to  take  it. 

Mr.  Carnegie.  My  opinion  is  that  there  are  disadvantages  in  the 
position  of  that  ore,  and  many  other  things  which  would,  in  view 
of  the  experience  of  the  present  owner — the  United  States  Steel 
Co. — deter  any  conservative,  wise  investor  from  having  anything  to 
do  with  it. 

Mr.  E.EED,  Sr.  That  does  not  answer  the  chairman's  question. 

The  Chairman.  I  am  satisfied. 

Mr.  Gardner.  What  is  the  point  now? 

Mr.  Eeed,  Sr.  The  chairman  asked  him  the  effects  upon  the  con- 
trol of  transportation,  and  Mr.  Carnegie  went  off  in  another 
direction  and  answered  that  there  were  certain  disadvantages  in 
the  ore  itself. 

Mr.  Gardner.  What  is  the  question  you  want  answered  ? 

Mr.  Eeed,  Sr.  I  just  said  that  Mr.  Carnegie  did  not  exactly  answer 
the  chairman's  question. 

The  Chairman.  You  owned  the  Bessemer  &  Lake  Erie? 

Mr.  Carnegie.  Yes,  sir. 

The  Chairman.  What  did  it  cost  you  to  ship  a  ton  of  ore  from 
Conneaut  to  Pittsburgh? 

Mr.  Carnegie.  I  must  refer  you  to  the  people  who  operated  it. 

The  Chairman.  I  beg  your  pardon,  but-- — 

Mr.  Carnegie  (interrupting) .  I  have  no  idea. 

The  Chairman.  I  beg  your  pardon,  but  before  the  Ways  and 
Means  Committee,  Mr.  Carnegie 

Mr.  Carnegie.  Would  you  ask  Schwab?  He  is  the  president,  and 
he  has  everything  of  that  kind  in  his  mind. 
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The  Chaieman.  I  wish  he  were  here.  I  should  be  delighted  to 
ask  him.  ^   ,  .  ,   , 

Mr.  Carnegie.  He  could  tell  you  these  things;  but  I  think  he  will 
also  tell  you  that  a  man  more  ignorant  of  all  these  things  than  I  am 
does  not  exist  on  the  face  of  the  earth.  » 

The  Chaieman.  You  were  good  enough,  Mr.  Carnegie,  before  the 
Ways  and  Means  Committee  to  testify,  if  I  remember  correctly,  that 
the  cost  of  transporting  a  ton  of  ore  from  Conneaut  to  the  Carnegie 
works  was  about  10  or  20  cents  a  ton? 

Mr.  Carnegie.  Oh,  my  dear  sir;  to  transport?  There  is  wheraso 
many  errors  creep  in. 

The  Chairman.  That  is  what  I  want — the  facts  in  regard  to  that. 

Mr.  Carnegie.  I  heard  that  the  same  service,  taking  a  long  train 
of  iron  ore  and  getting  it  down  to  Pittsburgh,  was  12  cents  a  ton; 
that  is,  that  paid  the  locomotive  engineer,  the  brakeman,  and  every- 
thing of  that  sort,  and  that  taking  back  the  empty  cars  cost  11  cents. 
That  has  nothing  to  do  with  the  cost  of  transportation. 

The  Chairman.  I  understand.  You  are  speaking  of  the  cost  of 
running  the  trains,  without  including  the  cost  of  keeping  up  your 
road  and  all  that  ? 

Mr.  Carnegie.  Yes. 

The  Chairman.  The  coal,  the  haul,  and  one  thing  and  another  of 
that  sort? 

Mr.  Carnegie.  Everything.  It  was  remarkable,  though,  to  me 
how  cheap  that  was.  You  see,  there  was  just  the  one  class  of 
traffic — full  trains;  very  few  passenger  trains  on  the  road,  which 
are  very  expensive  to  a  road  where  there  is  little  passenger  travel. 

Mr.  Young.  Have  yotl  any  knowledge,  Mr.  Carnegie,  about  what 
is  known  as  the  Hill  ores,  as  to  their  quality  ? 

Mr.  Carnegie.  You  mean  in  the  South  ? 

Mr.  Young.  What  are  known  as  the  Hill  ores. 

Mr.  Carnegie.  No;  I  have  not.  I  have  just  heard  general  re- 
marks from  those  who  have  seen  it  and  know  it,  and  the  remark 
has  always  been  to  me,  "  Nobody  but  the  United  States  Steel  Co. 
would  have  gone  into  that  project." 

Mr.  Young.  Have  you  any  knowledge  as  to  whether  those  ores 
differ  in  any  way,  substantially,  from  the  other  ores  on  the  Missabe 
Kange? 

Mr.  Carnegie.  I  have  not. 

Mr.  Young.  Have  you  any  knowledge  as  to  the  extent  of  the 
deposits  ? 

Mr.  Carnegie.  No,  sir.  I  have  only  heard  the  opinion  expressed 
by  men  who  have  that  knowledge. 

The  Chairman.  Do  you  know  J.  T.  Odell,  former  president  of 
Pittsburgh,  Bessemer  &  Lake  Erie? 

Mr.  Carnegie.  J.  T.  Odell? 

The  Chairman.  Yes.  He  was  the  president  of  the  Pittsburgh,  & 
Lake  Erie,  was  he  not? 

Mr.  Carnegie.  He  was  one  of  the  parties  that  was  originally  in 
•the  Shenango  Road  ? 

The  Chairman.  Yes. 

Mr.  Carnegie.  I  had  forgotten  his  name. 
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The  Chairman.  He  made  a  report  to  the  company  about  this 
road,  in  which  he  said: 

The  lowest  rate  per  ton  per  mile,  the  highest  average  length  of  revenue 
haul  in  proportion  to  its  track  mileage,  the  greatest  density  of  tonnage  in 
proportion  to  its  freight-train  mileage,  the  greatest  average  paying  load,  and 
the  lowest  "  ton-mile  cost "  of  any  road  on  the  American  Continent  reporting 
to  the  Interstate  Commerce  Commission.  The  average  paying  load  of  all 
its  freight  trains,  including  three  branches,  and  with  but  little  back  loading, 
was,  for  the  year  ending  December  31,  1899,  777  tons.  It  is  confidently  ex- 
pected, when  south  and  north  bound  tonnage  is  70  per  cent  and  30  per  cent, 
respectively,  and  the  tonnage  reaches  5,000,000  tons  annually,  as  it  promises, 
that  the  average  paying  load  will  not  be  less  than  900  tons,  or  four  and  one- 
half  times  greater  than  the  present  average  paying  load  of  the  country.  The 
maximum  weight  of  the  paying  load  for  the  year  was  1,580  net  tons,  with  the 
average,  as  before  stated,  of  777  tons.  Of  the  ore  trains,  each  earned  on  a 
3i-mlll  rate  per  ton  per  mile  (gross  ton)  $513  per  train  mile.  The  road  Is 
laid  with  100-pound  rail  and  the  track  ballasted  with  furnace  slag.  The 
bridges  will  carry  $6,600  pounds  to  the  linear  foot.  The  standard  locomotive 
is  the  consolidation  pattern,  having  cylinders  22  by  28  inches,  and  weighing 
170,000  pounds  on  the  drivers  alone.  The  ore  equipment  consists  mostly  of 
smel  cars,  weighing  17  tons  and  carrying  50  tons  more.  The  company  is  hav- 
ing built  a  few  of  what  will  prove  to  be  the  heaviest  locomotives  in  the  world, 
having  cylinders  23  by  32  inches,  and  weighing  217,000  pounds  on  the  drivers. 
With  these  locomotives  the  total  weight  of  an  ore  train,  including  the  locomo- 
tive and  light  weight  of  the  cars,  will  be  about  2,600  tons. 

But  it  is  not  only  in  the  operation  of  the  road  that  greatest  economy  is  ob- 
tained, but  also  in  the  transfer  of  the  ore  from  the  lake  steamers  to  the  trains. 
The  steel  company  owns  the  entire  harbor  at  Conneaut.  Nine  ships  can  be 
docked  at  the  same  time.  Twenty-five  thousand  tons  of  all  classes  of  freight 
can  be  handled  every  10  hours.  The  most  modern  machinery  is  used  for 
handling  ore  and  coal.  A  6,000-ton  ship  can  be  cleared  in  14  hours,  and  in  the 
same  time  from  the  moment  the  hatches  are  open  the  ore  can  be  at  the  fur- 
naces at  Pittsburgh.  A  new  steam  shovel  was  completed  last  winter  by  which 
a  train  of  35  to  40  cars  will  be  loaded  with  ore  in  2  hours.  A  40-ton  car  of 
coal  can  be  unloaded  and  partly  trimmed  in  the  ship  in  36  seconds.  Most  of 
the  switching  at  Conneaut  Is  done  by  the  haulage  system  (a  cable  running 
between  the  rails  at  about  4  miles  per  hour).  The  operating  officers  believe 
that  with  this  railroad  the  utmost  limit  of  all  that  is  possible  in  solving  the 
problem  of  cheap  transportation  has  been  reached.  Their  achievement  shows 
what  remains  to  be  done  and  can  be  done  by  the  other  railroads  of  this  country 
In  the  same  direction. 

Mr.  Eeed.  What  was  the  occasion  of  that  report  ? 

Mr.  Reed,  Sr.  Is  that  a  prospectus  ? 

Mr.  Young.  It  sounds  as  if  they  were  trying  to  sell  the  road  about 
that  time. 

Mr.  Carnegie.  That  is  the  way  it  strikes  me. 

The  Chairman.  July  25,  1896,  the  first  contract  was  let.  This  is  a 
statement  by  the  vice  president  of  the  road  as  to  the  road.  I  do  not 
care  what  the  man's  motive  was. 

Mr.  Reed, Sr.  Addressed  to  whom,  please? 

The  Chairman.  This  is  the  letter  of  the  vice  president.  It  does 
not  say  to  whom  it  was  addressed.  I  would  have  to  read  the  context 
here  to  see  that.  It  is  a  letter  touching  the  road,  by  J.  T.  Odell, 
former  vice  president  of  the  road.  It  is  a  letter  to  Mr.  Henry  Oliver, 
I  see. 

Mr.  Bridge.  Henry  Oliver  gave  it  to  me. 

Mr.  Young.  You  do  not  know  to  whom  it  was  addi-essed? 

Mr.  Bridge.  I  do  not  know  to  whom  it  was  addressed. 

Mr.  Carnegie.  I  never  heard  that  transcendent  description  of  my 
property  until  now.    [Laughter.] 

The  Chairman.  Is  that  correct? 
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Mr.  Carnegie.  Correct?    Why,  I  have  sat  and  listened  to  that  for 
the  first  time,  to  those  most  extraordinary  statements,  and  you  ask 
me  if  they  are  correct.    It  seems  to  me  like  an  advertising  document, 
as  you  say,  to  sell  the  road,  Mr.  Young.    [Laughter.] 
The  Chairman.  Do  you  know  Mr.  Odell  ? 

Mr.  Carnegie.  I  do  not  remember  ever  meeting  Mr.  Odell.  I  may 
have  been  introduced  to  him  at  Pittsburgh,  as  I  went  up  the  road,  as 
the  vice  president.  I  had  to  ask  Judge  Keed  just  now  who  he  was. 
How  often  have  I  to  remind  you  that  I  am  the  most  ignorant  man 
about  the  details  of  that  business  in  Pittsburgh  that  is  living. 

The  Chairman.  The  Carnegie  Steel  Co.  owned  that  road  at  that 
time,  did  it  not? 

Mr.  Carnegie.  Did  we  own  that  road  and  everything.  Judge? 

Mr.  Reed,  Sr.  Mr.  OdeU  is  a  very  capable  and  reputable  expert 
A  little  optimistic  sometimes,  I  think. 

The  Chairman.  To  get  back  to  the  question : 

You  did  have  a  very  efficient  road  there,  did  you  not,  and  were 
able  to  haul  at  a  very  low  cost? 

Mr.  Carnegie.  I  have  been  over  it  and  admired  that  road.  The 
first  steel  cars  that  we  ever  built  we  built  and  ran  over  that  road, 
and  then  I  told  the  people  the  day  of  wooden  cars  was  past — that 
they  would  be  prohibited  by  law  as  too  dangerous  to  run.  Now 
everything  is  steel. 

The  Chairman.  When  you  acquired  the  Lake  Superior  Consoli- 
dated Iron  Mines,  the  Eockefeller  interests 

Mr.  Carnegie.  It  was  Harry  Oliver,  was  it  not  ? 

The  Chairman.  The  Oliver  Iron  Mining  Co.? 

Mr.  Carnegie.  Yes;  I  think  we  acquired 

The  Chairman.  I  am  asking  for  information.  The  Duluth,  Mis- 
sabe  &  Northern  was  the  road  that  the  Oliver  Mining  Co.  used,  was 
it  not? 

Mr.  Carnegie.  I  do  not  know.    I  never  heard  of  it. 

The  Chairman.  That  went  from  the  Vermilion  Range? 

Mr.  Reed.  The  evidence  shows  that  they  used  both  the  Duluth  & 
Iron  Range  and  the  Duluth,  Missabe  &  Northern. 

The  Chairman.  The  Oliver  Iron  Mining  Co.? 

Mr.  Reed.  Yes.  The  Oliver  Iron  Mining  Co.  did  not  own  any  rail- 
road in  Minnesota. 

The  Chairman.  Did  it  use  both  roads  ? 

Mr.  Reed.  Yes. 

The  Chairman.  That  is  what  I  was  trying  to  get  at  when  Mr. 
Brown  was  on  the  stand. 

When  you  acquired  the  Rockefeller  interests  you  acquired  the 
Duhith,  Missabe  &  Northern  Railroad,  did  you  not? 

Mr.  Carnegie.  I  do  not  know. 

The  Chairjian.  Do  you  remember  the  road  that  ran  from  the 
Mesabi  Range  to  Lake  Superior? 

Mr.  Carnegie.  No. 

]^Ir.  Reed.  If  I  may  interrupt,  the  evidence  already  before  your 
committee  shows  that  the  Duluth,  Missabe  &  Northern  was  owned  by 
the  Lake  Superior  Consolidated  Iron  Mines,  which  remained  in  the 
control  of  Mr.  Eockefeller  until  it  was  sold  to  the  steel  corporation 
in  1901. 
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The  Chaieman.  And  the  Carnegie  Co. 

Mr.  Reed  (interposing).  Never  owned  it;  never  had  an  interest 
in  it. 

While  the  Duluth  &  Iron  Eange  was  owned  by  the  Minnesota  Iron 
Co,  it  was  a  part  of  the  Federal  Steel  Co.  The  Carnegie  Co.  never 
had  an  interest  in  it. 

Mr.  Carnegie.  I  am  under  the  impression  that  the  Carnegie  Steel 
Co.,  at  the  time  of  its  consolidation,  and  that  is  what  I  am  trying  to 
get  at,  at  the  time  the  Carnegie  Steel  Co.  became  a  part  of  the  United 
States  Steel  Corporation,  owned  its  transportation  facilities  from 
the  Superior  ore  region  to  its  blast  furnaces. 

Mr.  Beed.  I  think  that  is  correct  with  the  exception  of  the  road 
from  the  ore  mines  to  the  Lake  Superior  ports.  It  was  simply  a 
shipper  over  those  roads,  and  owned  no  railroad  of  its  own  over  there. 

Mr.  Gardner.  They  had  the  ore  contract  with  Mr.  Rockefeller, 
with  the  Consolidated,  of  which  Mr.  Carnegie  spoke  the  other  day, 
did  they  not? 

Mr.  Reed.  Yes ;  they  had  taken  over  some  of  the  leases. 

Mi-.  Gardner.  They  owned  83^  per  cent  of  the  Oliver  Iron  Mining 
Co.,  but  there  was  no  railroad  in  which  they  had  any  ownership 
north  of  Lake  Superior,  as  I  understand  it. 

Mr.  Reed.  That  is  exactly  correct,  Mr.  Gardner. 

The  Chairman.  As  I  understand  you  now,  the  Oliver  Iron  Mining 
Co.  at  the  time  of  its  consolidation,  sold  five-sixths  of  its  securities  to 
the  Carnegie  Steel  Co.  ? 

Mr.  Reed.  It  did  not.    The  owners  of  the  five-sixths  did  sell. 

The  Chairman.  Then  the  Carnegie  Steel  Co.  sold  five-sixths  of  the 
Oliver  Iron  Mining  Co.,  and  they  had  the  same  rates  that  the  Oliver 
Iron  Mining  Co.  had,  of  course? 

Mr.  Reed.  The  Carnegie  Co.  never  mined  any  ore.  The  Oliver  Iron 
Mining  Co.  did. 

The  Chairman.  Did  it  not  ship  over  the  rails  controlled  by  the 
Oliver  Iron  Mining  Co.?  It  used  the  railroad  used  by  the  Oliver 
Iron  Mining  Co.,  or  controlled  by  it? 

Mr.  Reed.  That  is  just  the  idea  I  am  trying  to  correct,  Mr.  Chair- 
man. The  Oliver  Iron  Mining  Co.  did  not  control  any  railroad  any- 
where. It  was  simply  a  shipper  over  roads  controlled  by  other  min- 
ing companies. 

The  Chairman.  The  other  day  I  produced  this  written  memo- 
randum that  explains  itself,  when  Mr.  Brown  owned  this  section  30. 
I  have  the  copy  in  the  original  handwriting : 

I   MB.   CONGDON'S   MEMORANDUM. 

Whatever  rate  the  Oliver  Iron  Mining  Co.  may  get  on  its  ores  from  Ely  to 
Lake  Sup'erior,  Miller  &  Brown  shall  have  on  their  ores  from  lands  in  section 
30,  Tp.  63,  R.  11,  so  long  as  such  land  is  owned  by  them,  no  matter  in  what 
way  such  rates  may  be  obtained.  Such  ores  to  be  shipped  by  or  through  the 
Ollyer  Co.  if  they  so  elect. 

MB.  brown's  MBMOEANDUM. 

Withdrawing  suit  conditioned  upon:  The  Midway  Co.  and  John  G.  Brown 
being  by  way  of  or  through  the  Oliver  Iron  Mining  Co.  guaranteed  and  enabled 
to  ship  their  ores  on  or  in  section  30,  Tp.  63,  R.  11  west,  so  long  as  owned  by 
them,  therefrom  to  Lake  Superior  ports,  and  other  freights  Incident  to  mining, 
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in  carload  lots  from  Lake  Superior  ports  to  said  section  30,  at  same  rate  and 
cost  or  expeuse  as  like  freights  and  transportation  may  be  to  and  actually  cost 
the  said  Oliver  Co.,  successors  and  assigns,  no  matter  in  what  way  ob- 
tained, whether  by  special  rate,  drawbacks,  rebates,  or  in  any  other  way.  Such 
freights  to  be  shipped  by  or  througli  the  said  Oliver  Co.,  if  they  so  elect.  Said 
01i\er  Co.  also  to  satisfy  all  attorney  claims  a/c  said  suit  to  be  withdrawn 
and  refund  to  Jlr.  Higgins  $600,  to  Conan  $550,  to  John  G.  Brown,  $750,  to 
John  Seymour,  etc. 

All  papers,  documents,  records,  etc.,  appertaining  to  said  suit  to  be  sur- 
rendered and  delivered  to  Mr.  John  G.  Brown. 

Do  you  know  what  agreement  the  Oliver  Iron  Mining  Co.  had 
with  the  Duluth,'  Missabe  &  Northern  or  the  Duluth  &  Iron  Range 
as  to  the  ore  rate  from  the  Mesabi  Eange  and  the  Vermilion  Range 
to  the  lake  ports  ? 

Mr.  Carnegie.  I  never  knew  of  any  arrangement  with  them;  never 
heard  of  anything  like  that  in  my  life.  I  laiow  nothing  whatever 
about  it. 

The  Chairman.  Do  you  know  Senator  Oliver,  now  in  the  Senate? 

Mr.  Carnegie.  Yes,  sir. 

The  Chairman.  Was  he  connected  with  the  Oliver  Iron  Min- 
ing Co.  ? 

Mr.  Carnegie.  Was  he  a  partner,  or  was  it  his  brother,  Judge? 

Mr.  Reed,  Sr.  He  had  some  interest,  but  H.  W.  Oliver  was  the 
active  man. 

Mr.  Carnegie.  Judge  Reed  informs  me  that  Senator  Oliver  had 
an  interest  with  his  brother.    I  do  not  know. 

The  Chairman.  He  spoke  before  this  committe  of  rebates  secured 
by  the  Carnegie  Co. 

Mr.  Carnegie.  I  know  nothing  whatever  of  that. 

Mr.  Young.  He  did  not  claim  to  speak  from  knowledge,  but  from 
what  he  had  understood  and  heard. 

Mr.  Carnegie.  I  have  never  heard  anything  about  that.  It  is  all 
new  to  me. 

Mr.  Sterling.  It  is  now  1  o'clock,  Mr.  Chairman.  De  you  intend 
to  sit  much  longer  before  the  recess? 

The  Chairman.  I  had  no  idea  it  was  so  late. 

Mr.  Reed,  Sr.  How  much  longer  do  you  think  you  will  require 
the  presence  of  Mr.  Carnegie,  Mr.  Chairman  ?  If  you  are  going  to 
get  through  with  him,  he  would  like  to  make  his  arrangements  to 
get  away  this  afternoon. 

Mr.  Carnegie.  I  shall  subordinate  my  wishes  to  you  gentlemen.  I 
am  here  performing  a  duty,  and  I  will  do  it  fully. 

The  Chairman.  We  are  grateful  to  you. 

Mr.  Carnegie.  I  want  to  tell  you,  really,  that  I  have  received  sO 
much  knowledge  that  it  has  not  been  an  unpleasant  duty  for  me  to 
perform.  I  thought  it  would  be,  but  it  has  not  been.  I  will  not  say 
that  I  find  you  blissfully  ignorant  of  these  matters,  but  you  ask  me 
questions  that  take  me  back  to  the  old  world  which  I  have  been  away 
from  so  long.  Now,  you  take  me  back  to  it,  and,  really,  it  has  taken 
me  away  back  to  my  youth. 

The  Chairman.  I  am  quite  sure,  Mr.  Carnegie,  that  the  committee 
can  not  possibly  have  afforded  you  more  pleasure  than  you  have 
afforded  the  committee.  We  shall  be  delighted  to  have  you  come 
back  at  2.30  o'clock. 

Mr.  Carnegie.  The  only  regret  I  have  is  that  I  have  not  a  par- 
ticle of  the  information  that  you  want.    I  positively  am  ignorant 
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of  these  things  about  which  you  ask  me.    I  never  heard  of  this  ar- 
rangement before. 

"Whereupon,  at  1  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m. 

AFTEaiNOON   SESSION. 

The  committee  met  pursuant  to  taking  of  recess. 

The  Chairman.  The  committee  will  resume  its  session. 

STATEMENT   OF  ANDREW   CARNEGIE— Continued. 

The  Chairman.  Are  there  any  of  the  members  of  the  committee 
who  desire  to  ask  questions  of  Mr.  Carnegie? 

Mr.  Young.  I  have  a  few  questions. 

The  CHAiRstAN.  Proceed. 

Mr.  Young.  I  understood  you  to  say  this  morning,  Mr.  Carnegie, 
that  it  would  be  impossible  for  any  new  concern  to  start  in  the  steel 
business,  because  they  could  not  get  any  ore  ? 

Mr.  Carnegie.  Impossible  ?  I  say  that  you  can  not  induce  capital, 
I  think,  to  embark  in  the  steel  business  now,  on  account  of  the  diffi- 
culty of  obtaining  ore,  yes;  but  "impossible"  is  a  word  that  if  I 
used  it  I  would  like  to  withdraw.  I  do  not  profess  to  define  what  is 
impossible. 

Mr.  Young.  Does  not  that  difficulty  come  largely  from  the  fact 
that  at  the  present  time  the  plants  in  existence  are  a  good  deal  more 
than  capable  of  meeting  the  present  demands  ? 

Mr.  Carnegie.  At  the  present  moment  I  think  that  is  correct. 

Mr.  Young.  I  would  enlarge  that  to  say  that  for  the  last  two  or 
three  years  the  plant  capacity  has  been  a  good  deal  in  excess  of  the 
demands,  so  that  practically  none  of  the  concerns  have  been  working 
at  their  full  capacity. 

Mr.  Carnegie.  I  think  that  is  true — that  the  great  rush  is  over. 

Mr.  Young.  Have  you  any  knowledge,  Mr.  Carnegie,  as  to  approxi- 
mately the  amount  of  ore  in  the  Minnesota  region  that  is  owned  by 
what  you  call  merchant  miners  who  are  not  connected  with  manu- 
facturing plants? 

Mr.  Carnegie.  I  have  not. 

Mr.  Young.  Have  you  any  knowledge  as  to  the  approximate 
amount  of  ore,  for  instance,  owned  by  the  Cleveland  Cliffs  Co.  ? 

Mr.  Carnegie.  I  do  not  loiow.    They  are  one  of  the  old  concerns. 

Mr.  Young.  Or  by  Pickens,  Mather  &  Co.  ? 

Mr.  Carnegie.  I  do  not  laiow  their  holdings. 

Mr.  Young.  Or  by  Morgan,  McKenney  &  Co.  ? 

Mr.  Carnegie.  I  know  nothing  about  the  holdings  of  these  com- 
panies in  Lake  Superior. 

Mr.  Young.  These  people  I  speak  of  are  what  we  denominate  mer- 
chant miners.    They  are  men  who  sell  their  ore  and  do  not  consume  it. 

Mr.  Carnegie.  Quite  so. 

Mr.  Young.  Have  you  kept  any  track  of  the  large  development 
of  new  ore  bodies  owned  by  merchant  miners  in  the  Crystal  Falls  and 
Iron  River  district  in  the  last  few  years  ? 
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Mr.  Caenegie.  No,  sir.  I  know  nothing  about  it.  I  only  give  you 
the  general  impression  I  have  from  what  I  have  heard  people  saying. 

Mr.  Young.  If,  in  addition  to  whatever  ore  there  may  be  on  these 
Hill  lands — ^whicn  is  soon  to  be  in  the  market  for  somebody — these 
merchant  miners  do  own  200,000,000  or  300,000,000  tons  up  there, 
that  would  be  sufficient  for  one  considerable  concern  for  a  great  many 
years,  would  it  not  ? 

Mr.  Carnegie.  It  would  be  for  40  years,  if  they  had  200,000,000 
tons  and  mined  5,000,000  tons  a  year  only. 

Mr.  youNG.  That  would  be  a  very  considerable  concern  that  would 
consume  5,000,000  tons  a  year,  would  it  not  ? 

Mr.  Carnegie.  Oh,  no. 

Mr.  Young.  I  do  not  mean  another  United  States  Steel  Co.,  but  a 
large  company. 

Mr.  Carnegie.  Well,  Mr.  Young,  the  party  that  invested  money 
in  a  small  steel  company  would  not  make  rails  as  cheap  as  one  that 
was  up  to  the  modern  requirements. 

Mr.  Young.  You  would  not  call  the  old  Carnegie  Co.  a  small  com- 
pany, would  you? 

Mr.  Carnegie.  There  was  a  time  when  it  was  large. 

Mr.  Young.  During  its  last  years.  Did  that  consume  over  5,000(000 
tons  a  year  annually  f 

Mr.  Carnegie.  Why,  we  made  3,000^000  tons  of  steel. 

Mr.  Young.  That  would  account  for  just  about  5,000^00  tons, 
would  it  not? 

Mr.  Carnegie.  Oh,  there  is  a  great  deal  of  loss  between  the  blast 
furnaces  and  the  finished  material.  That  was  finished  material  of 
which  I  spoke. 

Mr.  Young.  Yes. 

Mr.  Carnegie.  You  take  my  word  for  it,  you  will  find  no  new 
steel  works  that  can  figure  only  40  years'  existence.  The  whole  tiling 
would  be  lost  at  the  end  of  40  years  if  they  went  out  of  ore. 

Mr.  Young.  Do  you  think  that  all  the  ore  has  been  discovered  that 
wiU  be  discovered  in  the  Lake  Superior  district? 

Mr.  Carnegie.  The  man  that  built  a  steel  works,  assuming,  there 
would  be  more  ore,  would  be  a  fool.  You  have  to  have  a  dead-sute 
thing  before  you  commence  to  build  a  great  steel  plant  and  put 
$15,000,000  or  $20,000,000  in  it. 

Mr.  Young.  You  had  a  very  considerable  plant  in  Pittsburgh 
when  you  were  relying  entirely  on  merchant  ore  from  the  old  ranges? 

Mr.  Carnegie.  Yes. 

Mr.  Young.  And  before  the  Mesabi  development? 

Mr.  Carnegie.  Quite  true.  Fortunately,  I  woke  up  in  time  to  the 
danger. 

Mr.  Young.  That  plant  was  never  shut  down  for  want  of  ore, 
was  it? 

Mr.  Carnegie.  No  ;  not  for  want  of  ore. 

Mr.  Young.  Have  you  any  knowledge  as  to  how  much  ore  there  is 
on  what  is  known  as  the  Hill  lands  ? 

Mr.  Carnegie.  That  which  the  steel  company  has  just  bought  up} 

Mr.  Young.  That  is  a  part  of  it. 

Mr.  Carnegie.  No,  sir;  I  told  you  thai;  I  had  no  knowledge,  and 
I  speak  only  from  the  information  I  derive  from  the  chance  remarks 
of  men  who,  I  think,  do  know.    I  have  no  personal  knowledge,  and 
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especially  have  I  no  knowledge  how  much  more  ore  can  possibly  be 
found.  I  hope  there  will  be  more;  but  the  party  of  capitalitsts  who 
went  into  a  steel  business  expecting  that  they  would  find  new  ore 
would,  in  my  opinion,  be  a  very  rash  body  of  men. 

Mr.  Young.  Do  you  know  anything  about  the  extent  of  the  ore 
bodies  in  Cuba? 

Mr.  Carnegie.  Yes,  sir;  I  just  heard  of  that  recently.  Great 
bodies  of  ore  in  Cuba  have  been  discovered,  and  I  told  you  that  was  a 
great  feature  in  the  case. 

Mr.  Young.  Yes. 

Mr.  Carnegie.  If  the  expectations  of  the  people  who  have  ex- 
amined that  property  are  fulfilled.  It  is  a  great  boon  to  this  coun- 
try, and  I  hope  that  ore  will  be  allowed  to  come  in  free. 

Mr.  Young.  The  Bethlehem  Co.  is  dependent  very  largely  for  its 
great  success,  is  it  not,  upon  the  Cuban  ores? 

Mr.  Carnegie.  I  should  say  quite.  I  should  say  it  is  quite  de- 
pendent upon  the  Cuban  ore. 

Mr.  Young.  Is  that  not  also  true  of  the  Pennsylvania,  plants  ? 

Mr.  Carnegie.  Yes,  sir. 

Mr.  Young.  And  are  there  not,  to  the  best  of  your  information, 
immense  bodies  of  ore  in  Cuba  which  are  not  owned  by  either  of 
those  two  companies  to-day? 

Mr.  Carnegie.  That  I  could  not  answer;  but  I  do  know  that  re- 
cently— this  is  only  within  a  week  or  two — ^most  sanguine  reports 
have  come  from  there,  and  I  have  been  rejoicing  that  there  is  a  field 
that  is  tributary  to  our  manufactories. 

Mr.  Young.  Is  not  this  true  also,  Mr.  Carnegie,  in  regard  to  ore; 
that,  with  improvements  in  the  furnaces,  improvements  in  methods 
of  manufacture,  we  constantly  find  ourselves  able  to  use  lower  grades 
of  ore  to  advantage  and  profit  than  we  thought  it  possible  to  use  a 
few  years  ago  ? 

Mr.  Carnegie.- You  have  to  look  right  in  the  face  the  necessity 
for  using  lower  grade  ores.  But  it  is  against  all  economic  laws  that 
you  can  smelt  in  a  furnace  with  so  much  heat  minerals  yielding  40 
per  cent  iron  as  cheap  as  others  using  60  per  cent  iron.  You  can  not 
smelt  them  as  cheaply. 

Mr.  Young.  Undoubtedly  that  is  true;  but  is  it  not  true,  Mr. 
Carnegie,  that  that  disadvantage,  during  the  last  20  years,  has  been 
very  largely  offset  by  improvements  in  the  furnaces  and  the  methods 
of  manufacture? 

Mr.  Carnegie.  Yes;  but  there  is  a  chemical  law  which  requires 
so  much  heat  to  smelt  so  much  material.  And  the  chemical  laws 
have  never  been  changed.    [Laughter.] 

Mr.  Young.  I  do  not  doubt  that.    But  is  it  not  a  fact 

Mr.  Carnegie.  Now,  there  you  say :  "  Is  it  not  a  fact  ?  "  Do  you 
think  it  is  a  fact — what  you  are  going  to  ask  me  ? 

Mr.  Young.  Yes. 

Mr.  Carnegie.  Please  ask  me  if  it  is,  in  my  opinion,  a  fact.  Other- 
wise I  have  to  put  myself  in  opposition  to  you  if  I  do  not  believe  it. 

Mr.  Young.  That  would  not  disturb  me,  and  I  am  sure  it  would 
not  disturb  you,  Mr.  Carnegie. 

Mr.  Carnegie.  You  go  too  far,  Mr.  Young.  I  assure  you  it  pains 
me  to  the  quick  to  differ  from  so  nice  a  gentleman  as  you  are. 
[Laughter.] 
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Mr.  Young.  That  is  very  kind,  but  it  does  not  give  me  the  in- 
formation. 

Mr.  Carnegie.  I  wanted  to  have  this  feeling  with  you  gentlemen : 
That  when  I  went  away  I  had  told  you  everything  and  put  you  on 
the  right  road  as  I  saw  it,  and  I  could  go  home  saying :  "  Well,  I 
do  believe  that  this  congressional  committee  are  led  to  take  other 
views,  perhaps,  to  some  extent,  than  they  had  before,  and  to  think 
that,  after  all,  there  is  a  great  deal  in  what  Mr.  Carnegie  recom- 
mends." 

Mr.  Young.  I  have  no  doubt  of  that. 

I  will  ask  you,  then,  whether  or  not  it  be  true  that  in  these  last 
three  or  four  years  the  ore  used  in  the  manufacture  of  steel  in  this 
country  is  of  considerably  lower  grade  than  that  used  15  years  ago? 

Mr.  Carnegie.  Alas,  it  is  so. 

Mr.  Young.  Is  it  not  true,  also,  Mr.  Carnegie,  that  notwithstand- 
ing that  fact,  taking  long  periods  of  time,  and  not  each  year,  the 
course  of  steel  prices  has  been  downward  for  a  long  period  of  time? 
I  do  not  m^an  that  there  has  been  no  fluctuation,  but  that  the  course 
has  been  downward ;  in  other  words,  that  this  disadvantage  in  regard 
to  the  ore  has  been  overcome  by  economies  in  other  directions  ? 

Mr.  Carnegie.  And  improvements. 

Mr.  Young.  Yes. 

Mr.  Carnegie.  Undoubtedly  invention  and  experience  have  en- 
abled the  manufacturer  in  large  part  to  recoup  the  extra  expense  of 
smelting  leaner  ore.    I  think  that  is  undoubtedly  the  case. 

Mr.  Young.  And  is  it  not  your  judgment,,  Mr.  Carnegie,  that  for 
a  good  while  that  process  will  go  on  ? 

Mr.  Carnegie.  There  is  a  fundamental  scientific  fact,  you  know, 
that  so  much  heat  is  required  to  smelt. 

Mr.  Young.  That  was  always  true. 

Mr.  Carnegie.  Yes;  and  you  can  not  reduce  that. 

Mr.  Young.  No.    That  is  an  adverse  factor  to  meet.    I  admit  that. 

Mr.  Carnegie.  You  must  not  expect  to  overcome  that  law  of  na- 
ture, as  we  call  it. 

With  that  exception,  I  am  not  going  to  say  that  remarkable  dis- 
coveries will  not  be  made,  and  inventions,  new  processes.  I  believe 
the  world  is  marching  always  to  better  methods  and  modes ;  but  we 
have  made  such  great  improvements  in  the  last  10  or  15  or  20  years 
that  sometimes  I  wonder  whether  we  must  not  be  pretty  near  the  end 
in  that  direction.  Still  I  am  sanguine  that  some  new  processes  may 
come  in  the  future. 

Mr.  Young.  If  we  could  so  improve  our  methods,  adopt  such 
economies  in  transportation  and  otherwise  as  would  make  it  prac;- 
ticable  to  use  ores  from  the  Lake  Superior  district,  which  as  mined, 
unsorted,  would  run  from  35  to  40  per  cent  only  in  iron,  that  would 
add  tremendously,  would  it  not,  to  the  bodies  of  ores  in  existence? 

Mr.  Carnegie.  Not  to  the  ores  that  now  exist. 

Mr.  Young.  I  mean  those  that  it  would  be  practicable  to  use. 

Mr.  Carnegie.  Those  that  it  would  be  practicable  to  work — cer- 
tainly it  would.  In  England  they  have  shown  that.  They  are  work- 
ing the  ore  that  yields  very  much  less  than  ours.  Still  it  costs  them 
more  money. 

Mr.  Young.  Are  you  familiar  with  the  report  made  to  the  Geo- 
logical Bureau  on  Lake  Superior  ores,  in  which  they  estimate  in  the 
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Lake  Superior  district  there  are  at  least  76,000,000,000  tons  of  ore 
running  35  per  cent  iron  and  upward  ? 

Mr.  Caenegie.  No ;  I  do  not  know  that  report. 

Mr.  YotTNG.  There  is  such  a  report  made  by  Prof.  Hayes,  who 
certainly  is  as  competent  as  anybody.    It  is  an  estimate,  of  course. 

Mr.  Caenegie.  Yes.    Actually  discovered? 

Mr.  Young.  Actually  discovered. 

Mr.  Caenegie.  Then  we  will  have  to  come  to  35  per  cent  ore. 

Mr.  Young.  In  time? 

Mr.  Caenegie.  Oh,  undoubtedly. 

Mr.  Young.  But  is  not  this  one  thing  that  we  have  to  look  to — 
I  do  not  say  positively  35  per  cent  ore — but  that  it  is  going  to  be 
entirely  practicable  to  use  a  lower  grade  of  ore  in  the  future  than 
we  have  been  using  in  the  past  and  still  have  a  profitable  business? 

Mr.  Caenegie.  Of  course  these  ores  will  not  be  smelted  unless  the 
owners  can  have  a  profit. 

Mr.  Young.  Certainly. 

Mr.  Caenegie.  Always  remember  this,  that  without  profit  you  have 
no  rails,  you  have  no  steel ;  there  must  be  a  profit. 

Mr.  Young.  Certainly. 

Mr.  Caenegie.  That  is  the  reason  in  the  tariff  bill  that  there  is  a 
mistake  there  that  I  have  been  pointing  out.  This  is  important  in 
the  tariff  bill.     You  will  have  to  deal  with  it  directly. 

Mr.  Baetlett.  What  is  that  ? 

Mr.  Caenegie.  The  Kepublican  platform  said  that  the  difference 
would  be  in  the  cost  of  labor. 

Mr.  Baetlett.  In  the  cost  of  production. 

Mr.  Caenegie.  The  cost  of  production,  yes ;  and  a  fair  profit. 

Mr.  Baetlett.  A  fair  profit  to  the  manufacturer  ? 

Mr.  Caenegie.  Yes.  That  was  construed  to  mean  that  that  was 
against  the  foreign  manufacturer.  That  is  a  mistake.  The  Ameri- 
can manufacturer  could  not  possibly  get  the  difference  in  the  duty 
and  a  fair  profit  over  the  other  manufacturer  in  other  countries,  be- 
cause if  he  did  not  get  a  fair  profit  he  would  not  manufacture. 

Mr.  Baetlett.  No. 

Mr.  Young.  Let  us  get  back  to  this  question  of  the  ore  supply  for 
a  minute. 

When  you  made  the  statement  this  morning  that  it  would  be  iin- 
practicable  for  a  new  corporation  in  the  steel  business,  because  it 
could  not  get  ore,  that  was  not  based  on  any  actual  knowledge  of  the 
supplies  of  ore  as  available  in  this  country  for  a  new  concern,  but 
upon  general  rumors  you  had  heard  and  from  general  observations 
made  by  gentlemen  in  the  iron  and  steel  business  ? 

Mr.  Caenegie.  With  this  proviso:  I  was  speaking  of  to-day — of 
parties  starting  in  the  business  to-day. 

Mr.  Young.  Yes;  and  yet  you  say  you  have  no  idea  of  the  ore 
owned  to-day  ? 

Mr.  Caenegie.  But  I  do  not  think  you  can  get  a  body  of  wise 
capitalists  to  go  in  to-day  and  agree  to  transport  and  smelt  35  per 
cent  ore. 

Mr.  Young.  I  am  not  talikng  of  that  ore  to-day. 

Mr.  Caenegie.  But  that  is  the  point. 

Mr,  Young.  I  am  talking  of  the  ore  which  is  owned  to-day  by  mer- 
chant miners,  which  is  merchantable  to-day. 
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Mr.  Carnegie.  Ah,  that  is  another  thing. 

Mr.  Young.  Yes. 

Mr.  Caknegib.  To  the  extent  that  merchant  owners  have  ore,  I 
believe  they  are  finding  a  market  to-day,  are  they  not  ? 

Mr.  Young.  They  are  not  mining  any  more  than  they  are  finding  a 
market  for.  They  could  mine  double,  treble,  quadruple  the  amount 
^f  there  was  a  market  for  it. 

Mr.  Carnegie.  Then  they  would  exhaust  the  supply  so  much  sooner? 

Mr.  Young.  Undoubtedly. 

Mr.  Carnegie.  Taking  all  these  facts  into  consideration,  I  think 
that  a  body  of  wise  capitalists  would  hesitate  to  build  new  steel 
works  to-day  without  owning  their  ore? 

Mr.  Young.  That  is  true ;  but  I  hope  you  are  not  losing  that  op- 
timism which  gives  you  faith  in  the  future  of  this  country  and  its 
natural  resources,  Mr.  Carnegie  ? 

Mr.  Carnegie.  I  never  lost  faith  yet  in  the  land  of  "triumphant 
democracy  " ;  but  I  laiow  this,  that  the  ore  question  is  becoming  one 
when  we  have  to  go  to  35  per  cent  ore. 

Mr.  Young.  We  do  not,  as  yet. 

Mr.  Carnegie.  No  ;  you  do  not  yet.  I  would  like  to  see  the  body 
of  capitalists  that  would  come  forward  to-day  and  go  into  steel 
without  knowing  their  ore. 

Mr.  Young.  Very  true. 

But  my  point  is  that  there  are  large  bodies  of  ore  that  can  be 
bought  because  they  are  not  owned  by  parties  connected  with  any 
manufacturing  concerns  to-day.  These  run  into  many  millions  of 
dollars — hundreds  of  millions  of  dollars. 

Mr.  Carnegie.  You  are  quite  right;  but  I  think  the  price  these 
parties  would  ask  for  their  ore  would  be  a  very  serious  consideration 
there. 

Mr.  Young.  I  think  some  of  those  parties  who  own  that  ore  would 
be  glad  to  sell  it  very  reasonably.     That  is  all. 

Mr.  Bartlett.  Mr.  Carnegie,  have  you  ever  inquired  or  thought 
about  how  much  people  could  be  benefited  in  the  preservation  of  the 
ores  by  the  Government  not  selling  in  fee  the  public  lands  it  owns 
which  contain  these  ores? 

Mr.  Carnegie.  You  mean,  the  policy  of  the  Government? 

Mr.  Bartlett.  Have  you  made  any  data  with  reference  to  the 
conservation  policy  with  reference  to  ores?  Have  you  ever  given 
the  question  any  consideration  as  to  what  should  be  the  policy  of 
the  Government  with  reference  to  selling  its  lands  which  contain 
ores,  or  its  mineral  deposits;  what  we  call  the  conservation  policy? 

Mr.  Carnegie.  Yes. 

Mr.  Bartlett.  You  have  given  that  some  study  ? 

Mr.  Carnegie.  I  do  not  think  it  requires  much.  It  would  be  a 
splendid  thing  for  the  Government 

Mr.  Bartlett.  You  have  no  idea  how  much  ore  could  be  preserved 
by  the  Government  through  not  selUng  in  fee  its  public  lands  that 
contain  ore? 

Mr.  Carnegie,  Your  point  is  that  a  party  building  and  establish- 
ing would  buy  ore  that  it  could  not  mine  ? 

Mr.  Bartlett.  No.    I  have  reference  to  the  governmental  policy. 

Mr.  Carnegie.  Suppose  they  leased.  Then  would  you  restrict  the 
purchaser  to  the  amount  he  T!*^ould  mine  every  year? 
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Mr.  Baeti/Ett.  I  was  asking  your  view  about  that. 

Mr.  Carnegie.  I  think  you  would  not  find  purchasers. 

Mr.  BASTiiETT.  You  would  not  find  purchasers? 

Mr.  Carnegie.  No,  sir ;  I  think  not. 

Mr.  Bartlett.  You  think,  then,  that  the  Government  should  sell 
in  fee  those  lands  instead  of  leasing  them  ? 

Mr.  Carnegie.  I  think  parties  spending  ten  or  fifteen  million  dol- 
lars in  the  structures  of  a  plant  that  would  become  perfectly  useless 
if  the  ore  were  not  supplied  would  insist  on  having  a  right  to  mine 
all  that  they  wished  to  consume  in  their  works. 

Mr.  Baetlett.  One  other  question  with  reference  to  these  Cuban 
ores:  Have  you  any  idea  who  owns  them? 

Mr.  Carnegie.  No;  I  do  not  know.  Of  course,  the  Pennsylvania 
Steel  Co.,  at  Harrisburg,  is  a  large  owner,  and,  of  course,  Mr. 
Schwab — ^I  mean  the  Bethlehem  Steel  Co. — is  a  large  owner. 

Mr.  Bartlett.  Would  the  taking  off  of  the  tariff  on  our  ore,  mak- 
ing it  free,  benefit  this  country  in  reference  to  having  an  additional 
supply  of  ore? 

Mr.  Carnegie.  I  think  that  it  would  be  only  good  sense  to  take 
the  tariff  off  ore  and  let  the  manufacturer  have  it  as  cheap  as  he 
could  get  it.  Then,  with  the  Government  control  of  prices,  they 
would  get  a  fair  percentage  of  profit  on  the  capital  invested. 

Mr.  Baetlett.  Without  regard  to  the  interests  of  the  manufac- 
turer, would  that  delay  to  a  very  considerable  extesat  the  time  in 
which  our  supplies  of  ores  would  be  exhausted  ? 

Mr.  Carnegie.  Certainly,  it  would. 

Mr.  Bartlett.  Then,  withoiit  reference  to  the  policy  of  protection 
or  nonprotection  of  manufacturers,  you  would  think  that  the  admit- 
ting of  ores  from  other  countries  free  of  duty  would  be  the  proper 
policy  to  aid  in  the  conservation  of  our  present  supply  of  ores? 

Mr.  Carnegie.  I  certainly  think  so. 

The  Chairman.  Until  a  few  years  or  a  very  short  period  before 
the  formation  of  the  United  States  Steel  Corporation  there  were,  I 
believe,  three  large  steel  companies  engaged  in  tlie  manufacture  of 
semifinished  products — ^the  National  Steel  Co.,  the  Federal  Steel 
Co.,  and  the  Carnegie  Steel  Co..  All  three  of  these  companies,  I 
beJieve,  were  holding  companies,  I  believe.    Is  that  correct. 

Mr.  Carnegie.  They  were  holding  companies. 

Mr.  Keed.  Is  that  a  question  of  Mr.  Carnegie  as  to  whether  there 
were  any  other  manufacturers  of  semifinished  products  ? 

The  Chairman.  No. 

Mr.  Carnegie.  Those  three  were? 

The  Chairman.  There  were  these  three  large  holding  companies, 
engaged  in  the  manufacture  of  semifinished  products  ? 

Mr.  -Carnegie.  Wliat  do  you  call  semifinished  producte  ? 

Mr.  Eeed,  St.  Billets. 

Mr.  Carnegie.  We  did  not  sell  billets. 

The  Chairman.  By  that  I  mean  the  products  of  steel  which  were 
sold,  which  were  marketable  commodities  in  your  hands,  but  which 
were  raw  materials  to  the  concern  which  took  them  in  that  shape  and 
manufactured  them  to  a  still  higher  degree. 

Mr.  Carnegie.  We  sold  billets,  Judge  Reed  says ;  and  skelp,  and  so 
on.    I  do  not  know  to  what  extent. 
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The  Chaibman.  I  will  explain  my  meaning  more  fully,  Mr. 
Carnegie. 

For  instance,  in  the  Carnegie  Co.  you  had  your  blast  furnaces  ? 

Mr.  Carnegie.  Yes. 

The  Chairman.  You  sold  pig  iron,  did  you  not? 

Mr.  Carnegie.  No.    We  used  our  pig  iron. 

The  Chairman.  You  did  not  sell  pig  iron  at  all  ? 

Mr.  Carnegie.  No  ;  I  do  not  think  we  ever  did. 

The  Chairman.  The  pig  iron  or  the  hot  metal,  usually  spoken  of 
as  pig  iron,  you  conveyed  in  ladles  to  your  furnaces  ? 

Mr.  Carnegie.  Yes. 

The  Chairman.  And  from  that  iron  you  made  steel? 

Mr.  Carnegie.  Yes. 

The  Chairman.  Did  you  sell  steel  billets? 

Mi*.  Carnegie.  Yes ;  I  think  we  sold  steel  billets. 

The  Chairman.  Those  billets  were  purchased  by  tube  companies 
or  by  companies  making  rails  or  by  companies  making  any  number 
of  things  and  made  into  finished  products,  were  they  not  ? 

Mr.  Carnegie.  Yes;  I  think  that  was  rather  in  the  early  days, 
was  it  not  ? 

The  Chairman.  Until  a  few  years  before  the  formation  of  the 
United  States  Steel  Corporation. 

You  did  not  sell  steel  ingots,  for  instance? 

Mr.  Carnegie.  No. 

The  Chairman.  You  manufactured  them  immediately? 

Mr.  Carnegie.  Yes. 

The  Chairman.  You  sold  billets  and  you  sold  sheet  and  tin  plate 
bars,  did  you  not? 

Mr.  Carnegie.  It  was  such  a  small  part  of  our  business  that  I 
never  went  into  that  very  much. 

The  Chairman.  Did  you  not  sell  millions  of  tons  of  billets  to  such 
companies  as  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Carnegie.  We  sold  billets ^  but  millions  of  tons?  No;  that 
is  far  beyond  anything  that  I  laiow  of.  I  do  not  pretend  to  know 
what  the  amount  was  that  we  sold.  But,  in  answer  to  your  question, 
yes ;  we  sold  billets. 

The  Chairman.  Did  not  the  concerns  which  afterwards  formed 
the  American  Steel  &  Wire  Co.,  until  a  few  years  before  the  forma- 
tion of  the  United  States  Steel  Corporation,  buy  their  raw  material, 
as  a  rule,  from  the  Federal  Steel  Co.,  the  Carnegie  Steel  Co.,  or  the 
National  Steel  Co.  ? 

Mr.  Carnegie.  I  have  no  doubt  they  bought  billets.  I  should 
think  they  would  scarcely  buy  billets  from  us  in  Pittsburgh  when 
they  had  the  Chicago  mills  so  near. 

The  Chairman.  These  finishing  mills,  like  the  American  Steel  & 
Wire  Co.,  the  National  Tube  Co.,  the  American  Sheet  &  Tin  Plate 
Co.,  the  Shelby  Steel  Tube  Co.,  and  other  like  concerns,  hundreds  of 
others,  nail  mills,  and  the  like,  as  a  rule,  bought  their  raw  materials 
from  these  large  companies  making  the  semifinished  products,  and 
then  carried  them  still  further  in  the  state  of  manufacture  toward 
the  highly  finished  product;  is  not  that  true? 

Mr.  Carnegie.  Quite  so. 
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The  Chairman.  You  remember  when  the  American  Steel  '&  Wire 
Co.  was  formed,  do  you  not  ? 

Mr.  Reed,  Sr.  Give  the  year. 

Mr.  Eeed.  1899,  was  it  not? 

The  Chairman.  1889,  I  believe. 

Do  you  remember  when  the  National  Tube  Co.  was  formed  and 
when  the  American  Sheet  &  Tin  Plate  Co.  was  formed,  Mr.  Carnegie? 

Mr.  Carnegie.  No. 

The  Chairman.  They  were  all  formed  between  1897.  I  believe,  and 
1900.     Is  that  right? 

Mr.  Reed,  Sr.  Yes. 

The  Chairman.  I  do  not  carry  any  figures  in  my  mind. 

I  see  that  Mr.  Herbert  Knox  Smith,  in  his  report  on  the  steel  in- 
dustry, makes  this  statement,  after  a  resume  and  report  of  these 
various  finishing  concerns  and  their  formation  into  large  holding 
companies : 

Immediately,  however,  came  the  next  step — 

That  is,  after  the  formation  of  the  American  Sheet  &  Tin  Plate  Co. 
and  the  American  Steel  &  Wire  Co.,  and  the  others — 

Immediately,  however,  came  the  next  step.  These  great  concerns  almost 
simultaneously  began  the  final  linking  up-  of  the  chain  of  production.  Once 
begun  by  one  concern,  others  followed  in  self-defense.  The  "  secondary  "  com- 
panies began  to  reach  back,  acquiring  ore  reserves  and  crude  steel  plants. 
For  example,  in  1900,  the  Steel  &  Wire  Co.,  whose  supply  of  materials  had  pre- 
viously been  purchased  mainly  from  the  Carnegie  or  the  Federal  Co.,  planned 
to  make  its  own  steel;  likewise  the  National  Tube  Co.  The  "primary"  con- 
cerns, finding  these,  their  chief  customers,  turning  into  rivals,  retaliated  by 
reaching  forward  to  the  manufacture  of  finished  products. 

Paramount  in  importance  was  the  ore.  The  recognition  of  that  importance 
came  strangely  late,  but,  once  recognized.  It  became  an  axiom  that  no  large 
concern  could  stay  in  the  business  unless  fortified  by  its  own  ore  reserves.  By 
1900  the  bulk  of  the  Lake  ores  was  in  the  hands  of  less  than  a  dozen  compa- 
nies, with  a  similar  concentration  in  coking  coal. 

Such  efforts  on  the  part  of  these  great  concerns,  in  striving  each  to  "  integrate," 
to  make  itself  wholly  independent,  threatened  to  result  in  a  great  and  sudden 
increase  and  duplication  of  the  steel  producing  and  finishing  capacity  of  the 
country,  and  to  involve  them  also  in  an  invasion  of  each  other's  business. 

Do  you  remember  when  that  transition  stage  was  occurring? 
Mr.  Carnegie.  I  think  that  is  remarkably  well  described.     I  think 
that  gives  you  the  situation- 
The  Chairman.  I  think  so. 
Again,  quoting  from  page  18  of  Mr.  Smith's  report : 

Thus  there  was  suddenly  revealed  to  the  industry  what  the  trade  press  at  the 
time  called  "  the  impending  struggle  of  the  giants,"  a  contest  between  great 
concerns  who,  under  such  circumstances,  might  be  forced  to  work  out  in  rig- 
orous competition  the  survival  of  the  fittest. 

Such  were  the  conditions  In  the  steel  Industry  in  1900.  The  spark  that 
lighted  the  train  was  the  threat  of  the  Carnegie  Co.  to  erect  a  great  tube  plant 
near  Cleveland,  thus  invading  the  field  of  finished  manufacture. 

I  read  that  word  "  threat  "  because  it  is  so  written  here.  I  do  not 
mean  to  imply  that. 

Mr.  Carnegie.  I  quite  understand,  Mr.  Chairman. 

The  Chairman.  I  do  not  mean  to  imply  that  you  made  any 
threat.  I  would  rather  be  inclined  to  believe  that  your  determina- 
tion to  build  this  great  tube  company  would  naturally  cause  some 
concern  to  your  competitors. 
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Mr.  Carnegie.  The  National  Tube  Co.  was  one  with  which  we 
had  an  agreement.  They  bought  billets  from  us,  and  they  made 
their  tubes.     They  were  at  McKeesport. 

Mr.  Keed,  Sr.  Their  main  plant  was  at  McKeesport,  and  they  had 
another  at  Eiverside,  near  Wheeling. 

Mr.  Gardner.  There  were  some  10  tube  plants  of  the  National 
Tube  Co.? 

Mr.  Keed,  Sr.  They  have  about  eight,  I  believe. 

Mr.  Carnegie.  May  I  confirm  an  impression  from  the  Judge,  be- 
cause he  knows  and  I  do  not  ? 

The  Chairman.  Certainly. 

Mr.  Carnegie.  My  impression  is  that  the  National  Tube  Co.  had 
been  reorganized  and  put  upon  the  market,  had  it  not,  by  Mr. 
Moore  ? 

Mr.  Reed,  Sr.  The  National  Tube  Co.  has  nothing  to  do  with  Mr. 
Moore. 

Mr.  Carnegie.  But  there  were  others.  What  had  the  National 
Tube  Co.  to  do  with  it? 

Mr.  Reed,  Sr.  Will  the  committee  permit  me  to  state  ? 

Mr.  Carnegie.  I  do  not  know  how  these  steel  mills  were  situated, 
as  to  the  details. 

Mr.  Reed.  The  National  Tube  Co.  was  independent.  It  was  not 
affiliated  with  any  concern.  The  National  Steel  Co.  was  Judge 
Moore's  concern,  that  supplied  the  raw  material  for  the  sheet  and 
tin  plate  and  steel  hoof  business. 

Mr.  Gardner.  The  National  Tube  Co.  was  regarded  as  one  of  the 
Morgan  group,  was  it  not? 

Mr.  Reed.  Yes. 

Mr.  Gardner.  The  National  Steel  Co.  was  regarded  as  one  of  the 
Moore  group  ? 

Mr.  Carnegie.  Why  was  it  regarded  as  one  of  the  Morgan  group— 
the  National  Tube  Co.? 

Mr.  Reed,  Sr.  It  has  been  reorganized  and  financed  through  Mr. 
Morgan's  office. 

Mr.  Carnegie.  Now  we  are  getting  at  it.  I  remember.  I  was 
afraid  to  state  it  until  it  was  confirmed.  The  National  Steel  Tube 
Co. 

The  Chairman.  I  do  not  want  to  interrupt  you,  Mr.  Carnegie, 
but  I  think  you  can  answer  two  questions  at  once,  because  I  shall 
refresh  your  memory  still  further,  so  that  you  can  tell  me  about  the 
whole  transaction. 

Mr.  Carnegie.  I  shall  be  delighted,  Mr.  Chairman. 

The  Chairman.  I  asked  Mr.  Schwab  about  it. 

Mr.  Carnegie.  What  do  you  want  to  ask  me  about  it  for,  if  you 
asked  Schwab  ?  [Laughter.]  Let  me  see  what  Schwab  said,  and  I 
will  know  what  was  done.    It  will  refresh  my  memory  at  once. 

The  Chairman.  All  right.  He  did  not  remember  it  until  I  called 
it  to  his  attention,  and  then  he  said  he  did  remember  it. 

I  read  now  from  the  minutes  of  the  National  Tube  Co.,  from  Janu- 
ary 15,  1901,  to  date,  containing  all  minutes  of  the  said  company: 

sir.  Converse  said  that  there  were  rumors  that  the  Carnegie  Co.  is  about  to 
install  and  operate  a  tube  works,  with  a  capacity  of  280,000  tons  per  annum. 

Mr.  Carnegie.  That  is  from  the  minutes? 
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The  Chaikman.  Yes.  This  is  from  the  minutes  of  the  National 
Tube  Co.,  and  shows  what  they  were  thinking  about  what  you  were 
doing : 

Mr.  Converse  said  ttiat  there  were  rumors  that  the  Carnegie  Co.  Is  about  to 
install  and  operate  a  tube  workg,  with  a  capacity  of  280,000  tons  per  annum. 

During  the  18  months  this  corporation  has  run  there  has  never  been  a  time 
when  they  could  not  have  manufactured  to  advantage  and  profit  material  in 
competition  with  nearly  all  of  the  numerous  industrial  groups,  including  the 
Carnegie  Co.,  but  the  policy  of  the  management  so  far  has  been  that,  except 
forced  by  self-protection,  thi«  company  would  not  displace  a  ton  of  its  neigh- 
bor's product  by  entering  any  other  lines  than  strict  tubular  works.  It  has 
rigidly  confined  itself  to  this  principle  up  to  this  time.  The  Carnegie  Co.  is  now 
enjoying  trade  in  plates  on  ships  at  the  rate  of  about  150,000  tons  per  annum 
with  the  National  Transit  Co.,  a  department  of  the  Standard  Oil  Co. 

This  is  more  than  equal  to  any  tonnage  which  the  Carnegie  Co.  has  ever 
made  for  tubular  purposes.  From  this  it  will  be  seen  that  the  Carnegie  Co. 
interests  have  been  protected  through  the  care  and  friendliness  of  the  Standard 
Oil  and  national  companies,  and  under  the  full  belief,  warranted  by  the  facts, 
statements,  and  circumstances,  that  such  an  arrangement  would  fully  satisfy  the 
Carnegie  Co.  in  their  ample  demand  for  their  full  measure  of  steel  tonnage  for 
conversion  Into  tubular  products.  In  all  of  the  arrangements  between  the  Na- 
tional Steel,  Republic,  American  Sheet  Steel  &  Plate,  and  others  of  the  indus- 
trial steel  groups  it  has  been  the  unwritten  law  that  each  group  should  confine 
itself  to  the  fabrication  of  its  own  specialties  and  should  voluntarily  refrain 
from  using  constant  surplus  of  mtaerial  by  the  production  of  the  special  product 
of  Its  neighbors.  If  this  unwritten  law  is  to  be  ruthlessly  disregarded  by  the 
Carnegie  Co.,  It  will,  of  course,  have  a  broader  significance  than  the  mere  com- 
petition with  our  ovTn  products. 

Mr.  Eeed,  Sr.  What  did  Mr.  Schwab  say  to  that? 

The  Chairman.  I  asked  him,  "  Did  you  know  that  ?  "  and  he  re- 
plied, "  I  never  heard  of  it."  Mr.  Schwab  said  he  laiew  nothing 
about  it.  • 

I  am  asking  you,  Mr.  Carnegie,  if  you  remember  at  that  time  this 
protest  of  the  tube  company  against  your  constructing  that  mill  at 
Conneaut  ? 

Mr.  Carnegie.  I  never  heard  a  word  of  it.  If  Schwab  tells  you  that 
he  was  ignorant  of  it,  I  can  not  account  for  its  being  in  circulation. 

The  Chairman.  That  was  on  the  minutes  of  this  tube  company. 
That  is  what  they  did  think  about  it.  Why  was  it,  do  you  know. 
that  they  were  protesting  so  vigorously  against  your  constructing 
those  tube  works?  Could  they  not  make  tubes  just  as  cheap  as  you 
could  with  that  mill? 

Mr.  Carnegie.  You  must  ask  somebody  else  than  me,  Mr.  Chair- 
man. I  can  not  conceive  of  it.  All  of  this  is  new  to  me.  I  never 
heard  of  it  before. 

The  broad  way  that  I  understood  the  thing  was  this :  We  furnished 
tubes  for  the  National  Tube  Co.  and  they  finished  them ;  but  they 
resolved  to  erect  blast  furnaces.  This  is  the  story  as  a  remember  it  r 
They  went  on  to  erect  their  blast  furnaces.  Then,  of  course,  they 
were  able  to  make  their  own  material,  billets,  etc.  That  is  how  they 
left  us. 

The  Chairman.  You  say,  "  That  is  how  they  left  us."  You  mean 
they  left  you  without  a  customer  ? 

Mr.  Carnegie.  Yes.  They  were  not  satisfied  with  manufacturings 
the  bilelts  into  tubes.    They  wanted  to  make  the  whole  thing  through.. 

The  Chairman.  I  see. 

Mr.  Carnegie.  We  had  been  looking  for  a  site  where  we  could  put 
additional  works,  where  we  could  extend;  and  it  did  not  require 
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much  consideration  to  let  us  see  that  if  we,  having  that  Conneaut 
Harbor,  put  a  modern  steel  plant  there,  the  ore  would  come  there  and 
be  dumped  from  the  boat  right  in  the  furnace  yard.  And  Mr. 
Schwab  drew  plans.  The  mill  was  1,100  feet  long,  and  the  ore  stood 
there,  and  the  coke  was  brought  up  from  our  own  mines  in  the  cars 
which  had  taken  the  ore  down  to  our  mills,  and  which  would  other- 
wise have  returned  empty ;  and  there  we  stood,  with  the  raw  material 
there,  and  the  finished  tubes  would  come  out  here  [indicating] ,  with 
all  new,  modern  machinery,  no  men  hardly,  all  rolls  conveying  the 
masses  without  hand  labor,  and  all  that. 

Mr.  Schwab  showed  me  that  plan,  just  as  he  did  the  plan  for  the 
great  plant  for  the  open-hearth  furnaces  at  Homestead,  and  I  said: 
"Schwab,  what  difference  can  you  make?"  And  he  said,  "Mr. 
Carnegie,  not  less  than  $10  a  ton." 

Of  course,  you  must  remember  that  the  tube  works  were  very  old, 
and  had  been  running  for  a  long  while,  and  this  project  of  our  was 
a  total  departure.    So  he  said :  "  A  difference  of  $10  a  ton." 

When  the  National  Tube  Co.  left  us  and  began  to  build  furnaces 
for  themselves,  then  we  decided  that  we  would  build  at  Conneaut. 

That  was  one  reason.  That  was  not  the  whole  reason.  I  had  a 
great  desire  to  get  into  the  manufacture  of  steel  cars,  because  I  saw 
that  they  were  bound  to  supersede  wooden  cars,  just  as  I  saw  that 
iron  bridges  were  bound  to  succeed  wooden  bridges. 

That  was  the  situation.  That  is  all  I  know  of  our  relations  to  the 
National  Tube  Co. 

The  Chairman.  You  were  in  a  position  to  make  them  for  $10  a 
ton  less  than  your  competitors  ? 

Mr.  Carnegie.  Yes.  And  I  have  talked  to  Schwab  since  about 
it,  and  he  said :  "  Yes.  I  could  have  fulfilled  my  estimate  there 
easily." 

The  Chairman.  I  find  here  in  this  report  of  Herbert  Knox  Smith : 
"  Mr.  Carnegie's  personal  view  of  the  situation." 

That  is  the  tube  situation. 

Mr.  Carnegie's  personal  view  of  the  situation  may  be  authoritatively  stated  as 
follows : 

The  National  Tube  Co.  formerly  obtained  its  steel  billets  from  the  Carnegie 
Co.,  but  decided  to  erect  blast  furnaces  and  mills  to  supply  itself.  Naturally, 
the  Carnegie  Co.  then  announced  that  it  would  be  forced  to  erect  mills  to  finish 
Its  own  products  into  tubes. 

The  Intention  of  the  Carnegie  Interests  to  extend  their  manufacture  of 
finished  lines  had,  Indeed,  been  contemplated  for  some  time.  In  an  Interview 
In  the  London  Iron  and  Steel  Trades  Review,  of  May  12,  1899,  Mr.  Carnegie 
was  quoted  as  saying : 

This  is  from  the  New  York  Evening  Post,  January  21, 1901. 

Yes,  we  have  been  erecting  several  new  departments,  including  what  I 
believe  vcill  be  the  largest  axle  factory  in  the  world.  Why,  It  may  be  asked, 
should  steel  maljers  make  plates  for  other  firms  to  work  up  Into  boilers  when 
they  can  manufacture  the  boilers  themselves;  or  beams  and  girders  for  bridges 
when  they  can  turn  out  and  build  up  the  completed  article;  or  plates  for 
pipes  when  they  can  make  the  pipes? 

I  think  the  next  step  to  be  taken  by  steel  makers  will  be  to  furnish  finished 
articles  ready  for  use.  In  the  future  the  most  successful  firms  will  be  those 
that  go  the  furthest  In  this  direction. 

Mr.  Carnegie.  That  prophecy  has  come  true. 
Mr.  Gardner.  I  want  to  ask  Mr.  Carnegie  a  question,  if  I  may, 
Mr.  Chairman. 
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The  Chairman.  Certainly. 

Mr.  Gardner.  In  this  Conneaut  plant  you  proposed  to  smelt  the 
iron  and  carry  it  through? 

Mr.  Carnegie.  Oh,  yes ;  we  proposed  to  have  great  blast  furnaces 
of  the  most  approved  style. 

Mr.  Gardner.  You  were  going  to  take  the  iron  ore  right  off  the 
Lakes  and  turn  it  into  tubes  and  material  for  steel  cars  ? 

Mr.  Carnegie.  And  listen:  We  had  to  take  ore  down  to  Pitts- 
burgh— 160  miles. 

Mr.  Gardner.  Yes. 

Mr.  Carnegie.  The  ore  would  be  there  at  Conneaut,  coming  right 
off  the  Lakes.  The  cars  would  be  coming  back  empty  from  Pitts- 
burgh, and  there  are  our  coke  works,  and  we  would  load  our  coke 
into  those  empty  cars  and  take  that  fuel  to  Conneaut,  and  the  differ- 
ence between  the  cost  of  hauling  that  coke  to  Conneaut  and  hauling 
the  empty  cars  back  would  be  only  a  cent  or  two  per  ton;  the  dif- 
ference between  a  loaded  train  of  ore  going  down  and  an  empty  train 
of  cars  coming  back  for  train  service  is  only  1  cent.  It  costs  11 
cents  for  train  service  coming  down  and  12  cents  for  the  loaded 
cars  going  up.  We  would  have  had  that  tremendous  advantage 
there.  I  wonder  that  the  steel  company,  instead  of  going  to  Gary — 
this  is  my  private  opinion,  not  to  be  publicly  spread;  this  is  confi- 
dential [laughter] — ^I  wonder  that  instead  of  going  to  Gary  they  did 
not  do  what  we  proposed.  If  they  had  spent  half  the  money  at 
Conneaut,  according  to  our  plans,  instead  of  spending  double  at 
Gary,  the  steel  stock  would  have  been  worth  more  than  it  is  to-day. 
[Laughter.] 

Mr.  Gardner.  Let  me  understand  what  you  just  said  about  train 
service. 

Under  the  old  system  it  cost  you  12  cents  for  hauling  the  ore — 
just  for  the  car  service  ? 

Mr.  Carnegie.  For  the  train  service — the  locomotive,  engineer, 
and  so  on. 

Mr.  Gardner.  The  actual  cost  of  running  the  train,  without  re- 
spect to  the  cost  of  the  roadbed  or  interest  on  your  money,  and  all 
that,  but  just  the  train  service  ? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  It  cost  you  12  cents  a  ton  from  Conneaut  to  Pitts- 
burgh, and  11  cents  a  ton  to  haul  back  the  empty  cars? 

Mr.  Carnegie.  No 

Mr.  Reed,  Sr.  This  was  all  prophetic. 

Mr.  Carnegie.  They  were  all  loaded  cars. 

Mr.  Gardner.  In  your  proposition ;  yes.  But  before  you  thought 
of  Conneaut,  then  you  had  to  haul  your  ore  down  from  I^ake  Superior 
to  Pittsburgh  at  a  train-service  cost  of  12  cents  a  ton  ? 

Mr.  Carnegie.  That  is  what  I  was  told. 

Mr.  Reed.  From  Lake  Erie  to  Pittsburgh? 

Mr.  Gardner.  From  Lake  Erie  to  Pittsburgh;  yes,  I  should  say. 
And  hauling  back  the  empty  cars  cost  you  11  cents  a  ton  over  the 
same  route? 

Mr.  Carnegie.  Yes. 

Mr.  Gardner.  If  you  built  your  plant  at  Conneaut,  it  meant  this : 
That  your  ore  would  be  landed  at  Conneaut  and  would  be  converted 
into  steely  at  Conneaut,  instead  of  going  all  the  way  down  to  Pitts- 
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burgh.  Meanwhile,  you  would  be  getting  your  coke  from  an  inter- 
mediate point,  to  wit.  Lorain  ? 

Mr.  Reed.  No;  from  Connellsville. 

Mr.  Caknegie.  From  our  own  coke  ovens ;  from  the  Frick  Coke  Co. 

Mr.  Gardner.  From  the  H.  C.  Frick  Coke  Co.  at  Pittsburgh? 

Mr.  Reed.  Connellsville. 

Mr.  Carnegie.  At  Connellsville,  which  is  in  the  Pittsburgh  region. 

Mr.  Gardner.  You  would  be  getting  your  coke  in  trains  which  in 
their  northward  trip  would  be  full,  and  on  their  southbound  trip 
would  be  empty  ? 

Mr.  Carnegie.  Let  me  explain. 

We  had  a  great  many  blast  furnaces  at  Pittsburgh,  to  which  we 
had  to  take  ore,  you  understand? 

Mr.  Gardner.  I  see.  So  that  you  would  have  a  full  trip  for  the 
cars  both  ways? 

Mr.  Carnegie.  Yes.    We  balanced  the  coke  and  the  ore. 

Mr.  Gardner.  I  see  the  idea.  You  would  haul  your  coke  north  to 
Conneaut,  and  you  would  haul  your  ore  for  vcur  blast  furnaces  to 
Pittsburgh? 

Mr.  Carnegie.  Yes;  and  therefore  the  coke  for  Conneaut  would 
cost  us  nothing,  practically,  for  hauling. 

Mr.  Gardner.  I  get  the  idea  exactly.  The  transportation  of  it  was 
so  much  clear  gain,  because  you  had  to  pay  11  cents,  anyway,  for 
those  cars  to  return.    Is  that  the  idea  ? 

Mr.  Carnegie.  Yes.  And  therefore  we  saved  so  much.  We  got 
our  coke  delivered  at  Conneaut  for  11  cents,  and  we  got  our  ore  de- 
livered at  Conneaut  a  great  deal  cheaper  than  at  Pittsburgh. 

Mr.  Gardner.  I  see.  You  had  a  full  trainload  coming  bade,  in- 
stead of  having  an  empty  train  coming  back,  for  which  j'ou  would 
have  had  to  pay  11  cents,  anyway? 

Mr.  Carnegie.  My  dear  sir,  the  railroad  had  to  be  maintained, 
whether  the  cars  were  going  up  empty  or  not.  Do  you  get  that  point, 
Mr.  Chairman? 

The  Chairman.  All  of  them,  and  then  some. 

Mr.  Gardner.  I  thing  I  understand  that;  but  I  do  not  think  you 
understand  my  question  that  I  asked  you  a  while  ago.  I  think  your 
counsel  will  explain. 

The  Chairman.  As  I  understand,  your  road  had  to  be  main- 
tained? 

Mr.  Carnegie.  Certainly. 

The  Chairman.  The  same  number  of  cars  had  to  be  run  ? 

Mr.  Carnegie.  Certainly. 

The  Chairman.  You  had  in  each  train  a  certain  number  of  empty 
cars,  and  the  only  real  additional  cost,  then,  was  the  train  service  for 
moving  these  empty  cars  along  with  the  other  cars  that  carried  ordi- 
nary freight.    Is  that  it? 

Air.  Carnegie.  It  was  all  clear  profit.  The  railroad  expenditures, 
the  interest,  the  deterioration  of  the  railroad,  and  all  tha,t  was  the 
same.  But  if  j'ou  hauled  an  empty  train  north  to  Conneaut  it  cost 
you  for  service  11  cents,  because  the  locomotives  used  a  little  less  fuel 
hauling  empty  cars  down  than  it  did  hauling  loaded  cars  up. 

The  CiiAiR]\tAN.  I  see.  At  that  point,  realizing  these  great  advan- 
tages, you  did  not  talk  about  that  ?  That  was  not  generally  known, 
was  it? 
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Mr.  Cabnegie.  We  did  not  publish  it  in  the  newspapers. 
[Laughter.] 

The  Chairman.  It  was  not  possible  that  Mr.  Morgan  or  any  of 
these  people  who  owned  the  steel  corporation  ever  knew  that  you 
had  these  big  advantages,  and  that  you  had  already  got  a  site  for  that 
plant,  was  it? 

Mr.  Carnegie.  I  would  not  say  what  they  knew. 

The  Chairman.  Was  anything  ever  said  about  this  great  steel 
plant  that  you  were  going  to  build  and  the  tremendous  advantages 
you  had? 

Mr.  Carnegie.  We  bought  the  land,  and  that  was  known. 

The  Chairman.  And  you  knew  what  you  were  going  to  do? 

Mr.  Carnegie.  Yes;  indeed  we  did.     [Laughter.] 

The  Chairman.  There  has  been  some  intimation  that,  even  with 
■  your  sanguine  temperament,  and  your  long  experience,  that  the 
Carnegie  works,  like  Napoleon  at  Waterloo,  were  face  to  face  with 
a  combination  so  extensive,  manned  by  men  so  experienced,  and  sus- 
tained by  resources  so  tremendous,  with  Judge  Gary,  for  instance,  in 
the  Federal  Steel  Co.,  with  Mr.  Gates  in  the  Steel  &  Wire  Co.,  and 
with  Mr.  Morgan  as  godfather  and  titular  head,  that  with  their 
organization  outside  of  the  Carnegie  Co.  possessed  sufficient  power 
to  have  made  it  no  longer  interesting  for  you  to  have  continued  in 
the  steel  business ;  and  that  perhaps  you  escaped  destructive  competi- 
tion by  retiring  from  the  field. 

Was  it  possible  for  the  Carnegie  Co.  to  have  met  these  combined 
forces  ? 

Mr.  Carnegie.  Nonsense.  [Laughter.]  Why  did  Morgan  send 
word  to  me  that  he  would  like  to  buy  me  out? 

The  Chairman.  I  understand  that  he  was  uneasy  about  the  con- 
dition of  your  health,  and  gave  that  as  a  reason. 

Mr.  Carnegie.  I  was  still  able  to  take  sustenance.    [Laughter.] 

Mr.  Bartlett.  And  you  were  able  to  take  notice,  too,  I  think. 

Mr.  Carnegie.  There  is  a  different  story  than  that.  But  do  not 
let  us  go  into  that.    That  is  a  good  joke.    Ask  Schwab  about  that. 

Mr.  Young.  One  gentleman  expressed  it  in  this  way :  He  said  that 
these  gentlemen  who  organized  the  Steel  Corporation  were  about  to 
make  a  vety  fine  plum  pudding,  and  that  they  ascertained  that  Mr. 
Carnegie  had  all  the  plums.     [Laughter.] 

Mr.  Carnegie.  Gentlemen,  it  is  a  great  pity  that  they  approached 
me  and  asked  if  I  would  retire  from  business. 

I  had  formed  my  career,  and  laid  down  the  law  to  myself  that 
I  would  not  spend  my  old  age  in  accumulating  more  dollars.  I 
showed  that  when  we  got  the  offer  of  $320,000,000  for  our  prop- 
erty, and  when  Mr.  Schwab  came  and  sat  down  and  showed  me  what 
he  thought  I  could  get,  I  said :  "  Schwab,  it  is  just  as  my  partners 
sa^y.  That  is  entirely  satisfactory  to  me.  It  is  all  the  money  I  ever 
want  to  make." 

I  did  not  realize  then  so  fully  that  it  takes  a  great  deal  more 
anxious  thought  and  labor  to  distribute  money  wisely  than  it  ever 
did  to  me  to  make  it. 

I  do  not  like  to  be  called  a  philanthropist.  That  means  a  man, 
usually,  with  more  money  than  brains. 

You  can  do  more  harm  distributing  money  unwisely,  and  do  more 
to  pauperize  people  than  you  can  do  good,  almost,  in  trying  to 
assist  them. 
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I  never  like  to  help  anybody  who  has  not  helped  himself.  I  never 
give  a  library  to  a  community  that  will  not  maintain  it.  Every  com- 
munity does  a  great  deal  more  for  its  library  than  I  do.  I  consider 
that  what  one  does  for  himself  has  ten  times  more  value  than  all 
that  another  man  can  do  for  him. 

The  Chairman.  Pursuing  this  inquiry  a  little  further,  Mr.  Car- 
negie, because  it  is  vastly  interesting  to  me,  I  have  often  wondered 
what  would  have  been  the  result  if  you  had  concluded  to  continue  in 
the  steel  business. 

I  shall  be  frank  with  you.  I  believe  if  you  had,  and  had  the 
strength  that  you  thought  you  had,  and  had  determined  to  see  who 
could  produce  the  better  and  the  cheaper,  it  would  have  done  even 
more  good  for  this  country  than  if  you  had  distributed  in  benefi- 
cences every  dollar  that  you  had. 

Mr.  Carnegie.  That  is  pretty  hard  on  a  fellow  who  has  worked 
so  hard  to  distribute  and  acquired  so  easily. 

The  Chairman.  I  do  not  mean  to  underrate  the  good  that  you 
have  done,  Mr.  Carnegie.  I  mean  only  to  speak  of  my  high  estimate 
of  the  good  that  you  would  have  done  if  you  had  followed  that 
course. 

Mr.  Carnegie.  Thank  you.  I  am  awfully  glad.  That  will  shed  a 
ray  of  illumination  around  your  signature  in  that  picture  they  have 
in  the  newspapers.     [Laughter.] 

The  making  of  money  was  so  easy  that,  really,  it  did  not  bother 
me  a  bit.  You  see  how  I  put  all  the  work  on  Schwab  and  Eeed  and 
all  these  fellows,  and  I  do  not  know  anything  about  it. 

The  Chairman.  With  a  very  little  knowledge  of  the  steel  business, 
this  thing  has  been  puzzling  me.  Take  the  case  of  the  Federal  Steel 
Co.,  for  illustration.  Mr.  Gary  was  at  the  head  of  it,  I  believe.  It 
was  formed  by  the  Morgan  syndicate.  I  forget  what  the  syndicate 
received.    I  think  it  was  $16,000,000. 

This  company  was  formed  In  September,  1898,  with  $200,000,000  authorized 
capital  stoclc,  of  which  about  $100,000,000  was  issued.  It  was  a  merger,  through 
stock  purchase,  of  the  Illinois  Steel  Co.,  operating  several  large  steel  plants  In 
or  near  Chicago,  and  another  at  Milwaukee;  the  Minnesota  Iron  Co.,  which 
had  extpuslve  ore  properties  on  the  Vermillion  Range,  and  which  also  owned  the 
Duluth  &  Iron  Range  Railroad  and  the  Minnesota  Steamship  Co.,  thus  pro- 
viding for  the  transportation  of  its  ore  from  mines  to  lower  Lake  ports;  also 
the  Lorain  Steel  Co.  and  the  Johnstown  Co.,  of  Pennsylvania,  with  plants  at 
Lorain,  Ohio,  and  Johnstown,  Pa.  The  consolidated  company  also  ac- 
quired the  stock  of  the  Elgin,  Joliet  &  Eastern  Railway,  a  line  of  some  180 
miles,  intersecting  practically  every  railroad  entering  Chicago.  This  road 
directly  served  the  Joliet  works  of  the  company  and  afforded  connections  with 
its  other  plants.  The  Illinois  Steel  Co.  Itself  also  controlled  a  railroad,  the 
Chicago,  Lake  Shore  &  Eastern,  which  connected  its  various  plants  in  and 
about  Chicago. 

Did  you  have  the  custom  of  the  division  of  rates  when  you  were 
in  business?  Did  your  roads  make  a  division  of  rates  with  other 
roads — of  through  rates  ? 

Mr.  Carnegie.  Surely. 

The  Chairman.  These  companies,  intersecting  every  road  that 
came  into  Chicago,  had  the  advantage  of  getting  their  ore  from 
their  own  boats  and  railroads,  and  had  the  advantage  of  making  this 
division  of  rates  with  every  road  into  Chicago.  What  railroad  ad- 
vantage had  the  Carnegie  Co.  that  could  compensate  for  this  enor- 
mous advantage,  even  if  you  had  constructed  your  roads  to  the  sea- 
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board — to-  tidewater  ?  Had  you  railroad  facilities  that  cotild  cope 
with  those  ? 

Mr.  Caknegie.  We  were  within  300  miles  of  the  seaboard.  We  had 
the  whole  water  route,  everything,  to  New  Orleans,  and  so  on.  We 
had  the  Ohio  Eiver. 

You  can  load  rails  in  a  flatboat  and  send  them  down  that  way. 
We  loaded  them  to  Ii'ort  Benton  without  a  transfer.  You  know  how 
far  Fort  Benton,  is  ?    We  had  great  advantages  in  the  Ohio  River. 

Then,  Chicago  had  to  get  its  coke  from  the  Connellsville  region, 
to  pay  the  freights  on  carload  coke — I  think  about  $3  a  ton.  And, 
as  I  told  you  before,  we  never  were  in  any  doubt  about  our  ability 
to  maintain  our  position. 

The  Chairman.  If  you  had  stayed  in  the  business  wotild  you  have 
completed  that  road  to  tidewater  ? 

Mr.  Carnegie.  I  think  not,  because  the  Pennsylvania  Railroad 
asked  a  conference  with  me 

The  Chairman.  I  mean  the  last  road  you  were  surveying — the  road 
to  Baltimore  ? 

Mr.  Gardner.  To  connect  with  the  Western  Maryland. 

Mr.  Carnegie.  Oh,  yes.  I  can  not  tell  you  what  we  would  have 
done. 

The  Chairman.  If  you  had  completed  that  road,  would  you  have 
had  transportation  facilities  equal  to  those  of  the  Federal  Steel  Co.  ? 

Mr.  Carnegie.  I  think  that  the  Baltimore  &  Ohio  Railroad  Co. 
that  ran  through  our  works  and  the  Pennsylvania  Railroad  that  ran 
through  gave  us  rates  over  their  lines  which  would  be  satisfactory. 
I  would  not  want  to  build  a  new  line. 

The  Chairman.  But  the  Federal  Steel  Co.,  through  the  Chicago, 
Lake  Shore  &  Eastern  and  through  the  Elgin,  Joliet  &  Eastern,  could 
get  divisions  oi  the  freight  rates  that  were  very  advantageous  from 
every  road  entering  Chicago  north,  south,  east,  or  west. 

Mr.  Carnegie.  Why  would  not  the  Pennsylvania  Railroad  and  the 
Baltimore  &  Ohio  give  us  the  same  ? 

The  Chairman.  Had  you  a  connecting  road  with  all  those  lines 
by  which  you  could  get  divisions  of  rates  ? 

Mr.  Carnegie.  The  Pennsylvania  Railroad  ran  through  our  works, 
alongside  of  the  Braddock  works,  for  miles. 

The  Chairman.  You  do  not  catch  my  point,  Mr.  Carnegie.  If  you 
delivered  your  tonnage  to  the  Pennsylvania  Railroad  or  to  the  Balti- 
more &  Ohio  Railroad,  passing  your  traffic  directly  from  your  mill 
to  the  Baltimore  &  Ohio  or  to  the  Pennsylvania  Railroad,  you  could 
get  no  division  of  the  rate,  because  they  would  have  the  entire  haul. 
You  had  no  connecting  line. 

Mr.  Carnegie.  Oh !  You  mean  they  would  not  have  called  that  a 
connecting  line  ?  Then,  if  I  had  a  connecting  line,  I  would  have  had 
to  maintain  it  and  pay  the  cost  of  transportation. 

The  Chairman.  Yes. 

Mr.  Carnegie.  I  do  not  see  that  that  is  much  advantage.  It  is  a 
very  small  advantage,  is  it  not? 

The  Chairman.  Take  the  works  at  Joliet,  for  illustration.  I  un- 
derstand there  is  a  road,  the  name  of  which  I  do  not  remember,  that 
runs  within  3  miles  of  the  steel  works  there  at  Joliet.  It  is  600  miles 
from  the  point  of  junction  to  Kansas  City.    The  United  States  Steel 
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Gorporation  to-day  delivers  a  carload  of  freight  at  that  point  of 
junction  there,  which  is  3  miles  from  the  Joliet  works,  to  the  line  of 
tfce  nearest  carrier.  The  initial  carrier  carries  the  freight  3  mUes, 
the  connecting  line  carries  the  freight  COO  miles,  and  the  steel  com- 
pany gets  20  per  cent  of  the  through  rate.  You  see  what  that  would 
be  with  thousands  of  tons  of  material. 

Had  you  any  such  advantages  as  that  at  Pittsburgh,  or  any  such 
connections  ? 

Mr.  Carnegie.  I  do  not  think  I  would  have  given  our  road  to  the 
lake  that  we  owned  for  all  you  have  talked  about. 

The  Chairman.  And  if  you  had  constructed  the  other  road,  would 
you  have  been  in  a  position  to  have  protected  yourself  against  any 
rate  that  the  Baltimore  &  Ohio  or  the  Pennsylvania  might  have 
made? 

Mr.  Carnegie.  That  depends  upon  the  arrangement  we  would  have 
made.  We  did  not  begin.  We  figured  about  it.  I  think  we  should 
have  tSken  good  care  of  ourselves  in  the  contract.  Judge  Reed  would 
have  looked  out  for  that — and  Mr.  Knox.    [Laughter.] 

The  Chairman.  The  Moore  companies  were,  a  great  many  of  them, 
inishing  companies?    What  were  the  Moore  companies? 

Mr.  Reed.  The  sheet  steel,  the  steel  hoop,  and  the  tin  plate. 

The  Chairman.  These  companies  had  the  means  of  obtaining  their 
own  semifinished  products.  If  the  Moore  companies  had  gotten  their 
raw  materials  from  their  own  blast  furnaces,  and  the  Federal  Steel 
Alliances  had  gotten  theirs  from  their  own  blast  furnaces,  could  you 
have  withstood  both  the  house  of  Morgan  and  the  house  of  Moore,  if 
they  had  gone  into  combination  ? 

Mr.  Carnegie.  We  could  have  beaten  all  comers.  It  never  both- 
ered us  a  minute.  We  never  lost  a  moment's  sleep  on  anything  like 
that.  We  had  supreme  confidence  in  the  horse  that  we  had  entered 
for  this  race. 

The  Chairman.  Here  is  a  statement  that  is  almost  that  strong, 
btit  I  was  afraid  that  Mr.  Smith  was  romancing — ^that  he  had  over- 
estimated. 

Mr.  Carnegie.  Is  Mr.  Smith  the  Government  assessor? 

The  Chairman.  He  is  the  commissioner.    He  says,  on  page  86: 

The  Carnegie  interests  had,  by  the  beginning  of  1900,  became  very  strongly 
intrenched  with  respect  to  the  reserves  of  all  the  principal  raw  materials.  The 
company  had  assured  itself  of  a  long-term  supply  of  very  desirable  ores  In  the 
bike  region.  Most  of  its  acquisitions  had  been  acquired  by  lease  and  had  in- 
volved comparatively  small  initial  outlay,  the  bulk  of  the  cost  being  paid  in 
yearly  Installments  in  the  form  of  royalties  as  the  ore  was  actually  produced. 
With  respect  to  coal  and  coke  property,  the  Carnegie  Interests,  through  the 
II.  C.  Frick  Coke  Co.,  had  made  very  extensive  purchases  long  before  the  era 
«f  extension.  On  the  reorganization  of  the  Carnegie  interests  in  1900  the 
H.  C.  Frick  Coke  Co.  held  40,000  acres  of  coking-coal  lands  in  addition  to  a 
large  amount  of  surface  lands,  about  11,000  coke  ovens,  aside  from  a  large 
amount  of  mine  equipment,  dwellings,  and  miscellaneous  property.  The  coking- 
coal  lands  owned  by  the  Frick  Co.  formed  one  of  the  most  valuable  assets  of 
tiie  Carnegie  concern.  The  Carnegie  Co.  also  had  very  valuable  natural-gas 
properties  in  the  vicinity  of  Pittsburgh.  While  the  company  did  not  control 
the  transportation  of  its  ore  by  rail  from  mines  to  the  head  of  the  Lakes,  as 
did  the  Federal  Steel  Co.,  it  acquired  a  fleet  of  six  lake  ore  vessels  in  1899  and 
rapidly  added  others,  so  that  by  the  end  of  1900  it  was  in  a  position  to  trans- 
port a  very  considerable  part  of  its  ore  down  the  Lakes  In  its  own  boats.  More- 
over, as  early  as  1896  the  Carnegie  interests  had  acquired  the  Shenango  & 
Lake  Erie  Railroad,  running  from  Conneaut  to  Pittsburgh,  and  also  the  Butler 
&  Pittsburgh  Railroad,  then  under  construction,  both  of  which  were  consoli- 
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dated  in  the  latter  part  of  1896  as  the  Pittsburgh,  Bessemer  &  Lake  Erie 
Railroad. 

Immediately  upon  the  acquisition  of  these  railroads  the  Carnegie  interests 
virtually  reconstructed  them,  with  a  view  to  effecting  the  transportation  of 
ore  at  a  minimum  cost.  The  size  of  the  equipment,  both  engines  and  cars,  was 
enormously  increased,  bridges  were  strengthened,  and  the  road  in  large  meas- 
ure rebuilt.  The  most  modern  methods  of  unloading  ore  from  steamers  to 
cars  at  the  docks  and  from  the  cars  to  furnaces  at  Pittsburgh  were  introduced. 
The  result  was  a  very  pronounced  increase  in  the  average  tralnload  and  a 
marked  reduction  in  transportation  and  handling  costs  per  ton. 

It  is  well  worth  repeating  that  the  Carnegie  interests  long  before  this  had 
owned  the  Union  Railroad,  a  belt  line  in  the  Pittsburgh  district,  which  added 
greatly  to  the  efficiency  of  their  plants. 

The  chief  business  of  the  Carnegie  concern  was  the  manufacture  of  heavy 
steel  products,  such  as  steel  rails,  plate,  axles,  structural  steel  and  bridge  ma- 
terial, and  various  kinds  of  crude  steel  for  the  trade.  Its  annual  capacity  of 
Ingots  was  about  3,500,000  tons,  and  its  capacity  of  finished  products  rather 
more  than  3,000,000  tons,  thus  placing  the  company  well  in  advance  of  its 
largest  competitor,  the  Federal  Steel  Co.,  with  respect  to  size.  Its  ingot  pro- 
duction in  1900  was  about  IS  per  cent  of  the  company's  total.  It  conducted 
every  stage  in  the  manufacture  of  its  various  products  from  the  production 
of  the  raw  materials  up.  Generally  speaking,  the  Carnegie  interests,  up  to  the 
date  of  the  organization  of  the  New  Jersey  company,  had  confined  themselves 
largely  to  the  manufacture  of  heavier,  steel  products  of  the  character  just  de- 
scribed. Many  of  its  best  customers  were  manufacturers  of  finished  steel,  such 
as  wire  products,  tubular  goods,  tin  plate,  and  sheet  steel.  The  company  was, 
however,  in  a  position  to  engage  at  short  notice  in  the  manufacture  of  more 
highly  finished  products,  a  fact  which,  as  shown  later,  proved  to  be  an  ex- 
ceedingly important  consideration  in  bringing  about  the  organization  of  the 
United  States  Steel  Corporation. 

Is  that  statement  correct,  Mr.  Carnegie? 

Mr.  Carnegie.  It  is  delightful  reading.  It  serves  to  confirm  you  in 
all  that  I  have  said,  does  it  not,  Mr.  Chairman  ? 

The  Chairman.  Yes. 

Mr.  Carnegie.  That  should  be  a  great  satisfaction  to  you  and  to  me. 

The  Chairman.  No.  I  was  rather  inclined  to  doubt  it.  I  was  in- 
clined to  suspect  that  you  did  not  have  that  advantage  over  the 
Federal  Steel  Co.  which  Mr.  Smith  thinks  you  had.  I  desired  to 
know  what  you  thought  about  it. 

Mr.  Carnegie.  Do  not  let  us  waste  time  on  that.  Whether  we  had 
or  had  not,  we  had  the  great  pleasure  of  thinking  we  had;  and  if  the 
other  parties  thought  they  had,  so  much  the  better.  It  is  a  question 
that  never  can  be  solved,  because  we  retired  from  business. 

The  Chairman.  I  have  here  an  extract  from  a  letter  from  Mr.. 
Carnegie  to  Mr.  George  Lauder,  of  January  14, 1899. 

Mr.  Carnegie.  That  is  my  cousin ;  a  very  valuable  man.  He  was 
at  the  head  of  the  mechanical  end. 

The  Chairman.  In  that  letter  you  say : 

I  am  certain  that  in  two  years  hence  we  shall  be  ofi  the  basis  of  $25,000,000 
net  yearly,  even  at  low  prices. 

We  have  to  supply  the  world — note  last  week's  British  advices ;  less  ore  this 
year  than  last  from  foreign  points;  great  scarcity;  prices  wild;  coke  put  to 
15  shillings  and  6  pence  at  works,  best  grade;  bad  to  get  at  that;  near  $3.75 
per  ton,  and  scarce.    Impossible  to  increase  supply  o;f  either  coke  or  ore. 

Since  we  reach  Atlantic  ports  at  $1  per  ton,  we  have  the  trade  of  the  world. 

Are  you  still  of  that  opinion,  Mr.  Carnegie?  That  was  your  letter 
to  Mr.  George  Lauder.    Have  you  changed  that  opinion  since? 

Mr.  Carnegie.  Wait  a  minute.  I  would  like  to  look  over  that  and 
recall  some  of  the  conditions. 

The  copy  of  letter  referred  to  was  handed  to  Mr.  Carnegie. 
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Mr.  Caenegie.  I  never  saw  this  letter  before.  Where  was  it  writ- 
ten ?    It  does  not  say  Avhere  it  is  from. 

The  Chaieman.  From  England,  I  believe. 

Mr.  Carnegie.  You  see  what  an  enthusiastic  man  I  was  there, 
writing  to  m}^  absent  partner  in  England ;  and  it  does  not  say  where 
I  am  writing  it  from. 

How  could  this  sort  of  letter  have  come  into  the  hands  of  the 
committee  ? 

The  Chairman.  Oh,  people  hand  me  all  sorts  of  things. 

Mr.  CAENEorE.  It  is  very  strange. 

Mr.  Young.  Did  that  come  out  of  Mr.  Bridge's  book? 

The  Chairman.  I  think  so. 

Mr.  Carnegie.  I  do  not  remember  anything  about  it.  I  have 
no  doubt  this  is  true.  That  is  what  I  thought  then;  that  it  would 
be  on  a  basis  of  $25,000,000,  even  at  low  prices.  I  think  that  estimate 
was  fully  justified,  was  it  not? 

The  Chairman.  Yes.  I  am  frank  to  say  that  I  believe  you  would 
have  captured  the  trade  of  the  world  if  you  had  stayed  in  business. 
I  am  asking  if  you  think  so  now  ? 

Mr.  Carnegie.  I  am  as  certain  of  it  as  I  can  be  certain  of  any- 
thing. 

I  was  a  most  optimistic  young  man  then — not  so  very  young, 
either — ^but  I  have  always  felt  that  all  my  ducks  are  swans  [laugh- 
ter], and  I  believe  that  has  a  great  deal  to  do  with  the  success  we 
have  had.  Trust  the  Republic — trust  the  "triumphant  democ- 
racy"— and  you  will  win. 

The  Chairman.  Mr.  Smith  said  again — I  do  not  mean  to  approve 
what  he  says,  because  he  and  I  may  differ : 

It  was  clear  to  everyone  that  uo  consolidation  of  this  sort  could  be  made  suc- 
cessful unless  it  included  the  Carnegie  company,  which  was  the  most  powerful 
factor  in  the  situation,  which  had  long  been  noted  for  aggressive  tactics,  and 
which,  as  shown  above,  had  precipitated  this  crisis.  Moreover,  there  can  be 
little  doubt  that  many  interests  in  the  steel  industry  regarded  Mr.  Carnegie's 
personal  influence  as  a  menace  to  their  success  and  desired  to  secure  his  retire- 
ment from  the  trade. 

That  is,  your  ability  to  sell  your  product  in  the  tube  mill  which 
you  projected  for  $10  a  ton  less,  for  example,  and  things  of  that  sort? 

Mr.  Carnegie.  I  did  not  do  that,  did  I?  Did  we-  ever  do  that 
without  having  to? 

The  Chairman  (continuing  reading)  : 

At  the  same  time,  the  enormous  earning  capacity  of  the  Carnegie  concern 
would  be  an  exceedingly  important  consideration  both  in  the  profits  of  the  new 
company  and  also  in  facilitating  the  flotation  of  Its  securities. 

The  primary  solution  of  the  situation,  therefore,  from  the  standpoint  of  these 
interests,  was  to  buy  out  Mr.  Carnegie. 

Then  it  goes  on  to  say,  generally,  that  it  was  realized  that  that 
would  be  an  extremely  expensive  transaction,  which  would  require 
the  cooperation  of  leading  interests. 

Do  you  think  that  statement  is  correct?  Do  you  agree  with  Mr. 
Smith  in  that  statement? 

Mr.  Carnegie.  About  our  power  to  go  on?  Yes.  Oh,  I  do  not 
think  he  even  does  us  justice.     [Laughter.] 

But  I  never  saw  Mr.  Morgan  or  had  a  word  with  him,  and  I  can 
not  tell  you  what  he  thought. 
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The  Chaikman.  You  were  speaking  of  building  your  railroad  to 
tidewater.  Do  you  remember  your  effort  to  get  the  Wabash-Pitts- 
burgh  Railroad  into  Pittsburgh? 

Mr.  Cahnegie.  That  is,  the  time  I  went  to  George  Gould? 

The  Chairman.  No,  sir.  It  is  the  Wabash  Terminal  Railroad 
that  I  am  speaking  of.  That  is  the  name  of  it.  The  Wabash  road 
ended  at  Toledo.  They  built  this  road,  which  was  to  be  the  terminus 
of  the  road  whenever  they  got  from  Toledo  to  Pittsburgh;  but  Mr. 
Gould  ran  afoul  of  Mr.  Morgan  and  he  never  completed  his  road, 
and  there  stands,  the  terminal  to-day,  with  no  connection  with  the 
.railroad  which  it  was  intended  to  be  a  part  of,  as  I  understand  it. 
That  is  correct,  is  it  ? 

Mr.  Carnegie.  Quite  true,  too. 

Mr.  Reed,  Sr.  The  Wabash  Terminal  has  built  a  connection  with 
the  Wheeling  &  Lake  Erie.  The  western  connection  was  made,  but 
the  connection  east  was  never  completed. 

The  Chairman.  This  is  known  as  the  Wabash  Terminal  Railroad  ? 

Mr.  Reed,  Sr.  Yes.    It  is  in  the  hands  of  a  receiver. 

The  Chairman.  The  Carnegie  Co.  made  a  contract  with  this 
Wabash  Terminal  Railroad  Co.  for  a  certain  percentage  of  their 
tonnage  for  25  years,  I  believe  ? 

Mr.  Carnegie.  I  can  not  remember  the  details. 

The  Chairman.  Wliat  was  that  contract,  and  why  was  it  made  ? 

Mr.  Carnegie.  As  an  inducement  for  him  to  come  to  Pittsburgh. 

The  Chairman.  Why  did  you  want  him  to  come  to  Pittsburgh  ? 

Mr.  Carnegie.  For  the  reason  I  have  been  fighting  for  all  my 
life 

The  Chairman.  Was  it  possible  to  ship  any  great  amount  of 
freight  over  the  Wabash  Terminal  Railroad,  if  it  should  have  been 
connected  ? 

Mr.  Carnegie.  He  intended  to  go  on  to  the  West,  and  he  had  a 
line  reaching  to  the  Pacific  coast,  I  think.  The  Gould  railroads 
had  a  system  of  railroads,  an  extensive  system  of  railroads,  that  we 
would  have  had  access  to.  Mr.  Gould,  you  know,  had  one  of  these 
lines  which  is  now,  I  think,  in  trouble,  away  out  in  the  West. 

The  Chairman.  By  the  building  of  the  Wabash  Terminal  in 
there,  by  means  of  the  protection  and  assistance  of  the  Carnegie  Co., 
enabled  you  to  reach  all  points  west  and  south  ?    Was  that  it  ? 

Mr.  Carnegie.  I  think  it  would  have  done  so  at  one  point  or  an- 
other. He  would  have  connected  his  system  with  the  South.  It  was 
a  great  project. 

The  (Jhairman.  I  will  ask  you  about  another  thing,  and  this  is  a 
matter  which  I  am  sure  will  deeply  interest  you,  not  as  a  philan- 
thropist, I  will  say,  but  as  a  man  who  wants  to  make  the  world 
happier  and  better 

Mr.  Carnegie.  I  begin  to  dread  this  question  that  is  coming,  Mr. 
Chairman.  [Laughter.]  But  go  on.  You  have  a  sweet  smile.  I 
do  not  know  what  is  coming,  however.         • 

The  Chairman.  Something  sweet.    [Laughter.] 

Mr.  Carnegie.  Oh,  thank  you. 

The  Chairman.  At  one  time  the  Homestead  works  were  operated, 
as  I  understand,  eight  hours  a  day;  by  eight-hour  labor,  and  you 
worked  three  shifts? 

Mr.  Carnegie.  In  the  blast  furnaces  ? 
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The  Chaikman.  Anywhere. 

Mr.  Carnegie.  You  will  have  to  ask  Charlie  Schwab.  I  had  noth- 
ing to  do  witli  this  thing. 

The  Chairman.  I  have  here  a  copy  of  a  letter,  an  excerpt  from  a 
letter,  which  I  believe  was  written  by  Capt.  Bill  Jones.  You  re- 
member him? 

Mr.  Carnegie.  I  can  never  forget  him.  The  most  remarkable 
character  we  ever  had,  Schwab  not  excepted. 

Capt.  Jones  went  into  the  Army  a  private  and  came  back  a  captain. 
We  wanted  a  manager  for  the  Bessemer  works,  and  he  came  down 
from  Cambria  and  we  employed  him. 

I  said  to  him  one  day,  "Captain,  there  are  partners  in  the  Pitts- 
burgh office  making  twice  as  much  money  as  you  are  making  here. 
I  want  to  make  you  a  partner.  We  have  agreed  to  do  it.  You  will 
be  a  millionaire."  He  said,  "  Look  here,  Mr.  Carnegie,  that  is  very 
kind  of  you,  but  I  don't  want  any  interest  in  the  business.     I've  got 

enough  to  do  with  these  works.     You  just  give  me  a of  a 

salary  " — I  will  not  put  in  the  word  the  captain  used.  He  was  very, 
very  emphatic  sometimes. 

I  said,  "All  right,  Captain.  The  salary  of  the  President  of  the 
United  States  is  yours."  "Ah,  that's  the  kind  of  talk."  And  it  was 
made  so,  and  more  than  that,  because  he  was  worth  more  than  that, 
a  great  deal  more. 

I  went  to  the  Bessemer  Steel  Association  meeting  one  day  in  Phil- 
adelphia, the  annual  meeting.  I  had  attended  the  Bessemer  Asso- 
ciation meetings  because  it  was  near  my  office  in  New  York,  and  the 
president  of  the  Cambria  Iron  Co.,  Mr.  Townsend,  said  to  me,  "  Look 
here !  You  will  ruin  this  steel  business  of  ours.  The  idea  of  your 
giving  Bill  Jones,  that  was  one  of  the  Cambria  workmen,  a  bigger 
salary  than  I  get  or  that  Felton  gets.  What  do  you  mean  by  ruinmg 
the  steel  business  ?  " 

I  said,  "  Townsend,  it  is  so."    . 

Mr.  Felton  was  there,  too,  and  I  said,  "  Yes,  gentlemen,  I  havp 
made  an  awful  mistake.  But  can  you  tell  me  where  I  can  get  an- 
other Bill  Jones  for  double  the  money  ?  "     And  they  could  not  do  it. 

The  Chaiesfan.  Was  he  a  good  man  to  handle  men? 

Mr.  Carnegie.  Oh,  the  grandest  fellow.     They  loved  the  captain. 

The  Chairman.  Did  he  love  his  men  ? 

Mr.  Carnegie.  Oh,  they  all  admired  him.  Oh,  yes ;  he  was  not  as 
suave  as  Charlie  Schwab. 

Mr.  Reed,  Sr.  ^Yhat  is  the  date  of  that  letter? 

The  Chairman.  May,  1881. 

Was  he  a  man  who  had  a  practical  Imowledge  of  how  to  get  the 
most  work  out  of  a  man  without  hurting  the  man  or  hurting  the 
business?  Was  he  a  man  who  was  good  at  solving  a  problem  like 
that? 

Mr.  Carnegie.  I  think  they  were  all  devoted  to  the  captain. 
He  was  emphatic  at  tinifes,  undoubtedly. 

The  Chairman.  Was  he  a  practical  business  man,  who  knew  how 
to  work  the  human  machine  to  the  greatest  advantage?  I  do  not 
mean  cruelly  or  heartlessly,  but  he  was  not  a  mere  sentimentalist; 
he  was  a  practical  man,  who  knew  how  to  get  the  most  work  out  of 
the  men  without  injury  .to  the  men  or  the  business? 


2521 

Mr.  Carnegie.  There  was  one  qualification  about  the  captain. 
He  was  not  educated.  He  was  not  an  educated  man.  He  was  the 
best  manager  of  men  of  the  old  type  that  I  have  ever  known.  It 
was  under  him  that  I  put  Charlie  Schwab. 

Charlie  Schwab's  father  kept  a  livery  stable  in  the  Allegheny 
Mountains,  where  we  spent  our  summers,  and  had  a  cottage,  and  I 
met  Charlie  Schwab  there.  He  played  the  piano  then.  I  looked 
at  the  boy,  thought  he  was  extraordinary,  and  asked  him  to  come 
down  there.,  and  put  him  under  Bill  Jones,  and  he  succeeded  Jones. 

The  captain  died.  There  was  an  explosion  of  a  blast  furnace,  and 
it  was  a  terrible  blow  to  me  when  I  went  to  his  funeral. 

The  Chairman.  He  was  a  strong  sensible  man,  a  man  of  great  com- 
mon sense,  practical  sense? 

Mr.  Carnegie.  Oh,  yes ;  given  to  violent  outbursts  occasionally,  it 
is  true. 

The  Chairman.  In  this  letter  of  May,  1881,  he  says : 

In  Increasing  the  output  of  these  works  I  soon  discovered  it  was  entirely  out 
of  the  question  to  expect  human  flesh  and  blood  to  labor  incessantly  for  12 
hours,  and  therefore  it  was  decided  to  put  on  three  turns,  reducing  the  hours 
of  labor  to  8.  This  seemed  to  be  of  immense  advantage  to  both  the  company 
and  the  workmen,  the  latter  now  ea-rning  more  in  8  hours  than  they  formerly 
did  in  12  hours,  while  the  men  can  work  harder  constantly  for  8  hours,  having 
16  hours  for  rest. 

Mr.  Carnegie.  Beautiful ! 

The  Chairbian.  Beautiful.    Was  it  true  ? 

Mr.  Carnegie.  I  have  not  the  slightest  doubt  of  it.     Certainly. 

The  Chairman.  Would  it  be  better  now  if  all  the  steel  companies 
in  the  United  States  should  work  their  men  8  hours  instead  of  12  ? 

Mr.  Carnegie.  It  is  strange  that  the  last  time  I  saw  Schwab  we 
were  talking  about  that  thing,  and  what  he  says  is  the  greatest  dif- 
ficulty— that  he  can  not  get  his  men  to  "agree  even  to  put  in  men  at 
blast  furnaces  on  8  hours.  We  were  trying  blast  furnaces  on  8  hours, 
and  I  think  we  were  to  pay  them  two-thirds  of  all  the  loss,  and  give 
them  8  hours  a  day  instead  of  12.  We  would  have  lost  money  by  it 
at  first,  but  I  felt  that  it  would  be  better  in  the  long  run.  They  tried 
it  for  awhile,  but  they  preferred  to  come  back  to  the  other  plan. 

Of  course,  in  blast  furnaces  it  is  not  continuous  work.  A  man 
fills  his  furnace,  and  sits  down  an  hour  or  so,  and  gets  a  rest. 

The  Chairman.  Quite  true. 

Mr.  Gardner.  You  say  "  we."  Do  you  mean  the  Bethlehem  Sted 
Co.  or  the  Carnegie  Steel  Co.  ? 

Mr.  Carnegie.  That  was  at  Bethlehem,  Mr.  Schwab  and  his  own 
men  at  Bethlehem. 

Mr.  Gardner.  You  said  "  we  "  just  a  moment  ago. 

Mr.  Carnegie.  We  tried  it  at  the  Edgar  Thompson  works,  and  the 
men  preferred  to  work  the  12  hours.  It  is  not  the  same  as  if  it  were 
continuous  work. 

It  is  astonishing  what  can  be  done  with  this  new  machinery,  the 
new  mills  at  Gary,  for  example.  I  have  not  seen  them,  but  I  have 
had  them  described,  and  they  work  three  turns  there,  eight  hours  a 
day  each,  and  the  men  turn  out  over  300  tons  a  day — ^I  think  it  is 
1,400  tons  of  rails  in  the  24  hours. 

The  Chairman.  If  the  blast-furnace  men  work  12  hours  a  day^ 
that  blast  furnace  must  be  tapped  at  regular  intervals,  must  it  not? 
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Mr.  Carnegie.  At  regular  times ;  yes. 

The  Chairman.  At  regular  intervals  of  a  certain  number  of  hours: 
and  then  that  molten  metal  is  withdrawn? 

Mr.  Carxegie.  Yes. 

The  Chair:han.  Wlien  that  hot  metal  is  withdrawn  and  goes  from 
the  blast  furnace  into  the  ladle,  can  it  be  left  there  for  12  or  15  hours? 

Mr.  Carnegie.  For  12  or  15  hours  ? 

The  Chairman.  Yes. 

Mr.  Carnegie.  Xo.     It  could  be  left  there  for  a  while. 

The  Chairman.  How  long? 

Mr.  Carnegie.  I  could  not  tell  you.  You  must  ask  the  mechanics 
about  that. 

The  Chairman.  Is  it  possible  to  work  your  blast  furnaces  for  12 
hours  and  work  the  rest  of  your  men  for  8  hours  in  a  steel  mill  under 
the  existing  physical  conditions  ?  I  am  asking  for  information,  be- 
cause I  realize  the  physical  conditions  around  the  blast  furnaces. 

Mr.  Carnegie.  The  men  who  work  at  the  furnace  and  fill  it,  fill  it 
and  have  a  rest.  They  do  not  need  to  fill  it  until  it  is  burned  out 
again. 

The  Chairman.  I  understand.  They  must  be  there.  You  do  not 
apprehend  what  I  mean. 

You  have  blast  furnaces  working  12  hours  a  day,  we  will  say.  If 
you  made  pig  iron,  you  could  work  your  men  12  hours  a  day  in  the 
blast  furnaces  and  go  and  get  the  pigs  whenever  you  wanted  to  con- 
vert them  into  steel.  But  under  this  process  your  iron  never  cools 
from  the  time  it  comes  out  of  the  blast  furnace  until  it  is  put  upon 
the  market  as  a  finished  product.     Is  not  that  true? 

Mr.  Carnegie.  Certainly.  The  furnaces  have  to  be  tapped  at  a 
certain  time. 

The  Chairman.  Yes.  When  they  are  tapped,  and  that  molten 
metal  is  taken  out,  it  must  be  handled,  in  this  chain  of  developments. 
Therefore,  if  the  blast-furnace  men  are  working  12  hours,  do  not 
they  keep  all  the  rest  of  them  there  12  hours? 

Mr.  Carnegie.  You  are  asking  me  a  question  about  mechanics. 
You  would  have  to  ask  a  mechanician  about  that.  I  am  not  able  to 
give  you  answers  to  these  questions. 

The  Chairman.  I  would  like  to  ask  Mr.  R«ed  that.  I  am  asking 
for  information.  I  know  that  these  blast  furnaces  must  be  run  all 
the  time;  there  is  no  question  about  that;  but  where  is  the  point  in 
the  evolution  of  steel,  given  a  blast  furnace  running  all  the  time,  with 
12-hour  shifts,  that  you  can  stop  the  12-hour  shifts  and  commence 
with  the  10-hour-day  shifts?  You  do  do  it,  I  know.  At  what  point 
can  you  do  that? 

^Ir.  Eeed.  You  can  put  any  part  of  the  steel  works  or  blast:furnace 
works  on  an  8-hour  day  by  getting  half  as  many  more  men,  of  course. 

Your  blast  furnaces,  having  to  run  all  the  time,  have  to  have  shifts 
eovering  the  24  hours. 

The  Chairman.  I  see. 

Mr.  Reed.  But  you  can  take  that  metal  out  and  throw  it  into  your 
mixer,  which  will  Hold  250  tons,  and  will  retain  the  heat  for  a  con- 
siderable period;  or  you  can  turn  it  into  your  casting  hold  and  make 
a  cold  pig  of  it. 

The  Chairman.  Here  is  my  idea  of  it:  You  have  men  working 
12  hours  a  day  at  a  furnace ;  you  can  not  have  them  work  10  hours  a 
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day  because  you  get  your  shifts  all  mixed  up,  men  coming  at  one 
time  and  going  out  at  another.  You  must  have  them  work  8  hours 
a  day  or  12  hours  a  day.    Is  that  correct? 

Mr.  Reed.  Yes. 

The  Chairman.  Say  that  you  can  not  afford  to  put  on  three  shifts. 
If  you  are  working  on  cold  material,  which  they  can  lay  down  and 
take  up  again  the  next  day,  you  can  put  them  on  10  hours  a  day  or  8 
hours  a  day,  or  12  hours  a  day,  and  it  makes  no  difference.  There  is 
not  that  continuous  performance  or  relationship  between  the  shifts. 

Mr.  Eeed.  Yes. 

The  Chairman.  In  your  hot  steel,  where  is  it  you  can  stop?  As 
I  see  it,  when  your  hot  metal  comes  into  your  ladle  that  ladle  has  to 
move,  because  there  will  be  some  other  ladles  behind  to  be  filled,  and 
when  that  ladle  gets  over  here  to  your  furnaces,  whether  they  are 
open-hearth  furnaces  or  Bessemer,  it  must  go  into  the  furnace ;  and 
when  the  time  comes  it  must  go  into  the  ingot  molds,  and  when  those 
ingots  are  suificiently  cooled  they  must  go  into  the  rolling  mill.,  and 
when  they  start  into  the  rolling  mill  they  can  not  stop  until  they 
come  out  as  the  finished  product.    Is  that  correct? 

Mr.  Reed.  Yes. 

The  Chairman.  Does  not  that  necessitate  a  12-hour  day  all  the 
way  through  ?    If  not,  where  can  you  put  in  your  10-hour  men  ? 

Mr.  Reed.  You  can  do  it  first  by  letting  the  metal  get  cold.  That 
is  what  they  do  in  order  to  avoid  Sunday  work  as  far  as  possible. 
You  can  not  shut  your  blast  furnace  down  Sunday 

The  Chairman.  And  that  is  the  only  waj  to  stop  ? 

Mr.  Reed.  They  cast  it  into  pigs.  That  is  the  only  way  to  stop  the 
works  on  one  day. 

The  Chairman.  All  the  men  that  work  at  the  ingots  work  12  hours 
a  day — the  men  that  handle  these  ingots — do  they  not  ? 

Mr.  Reed.  You  understand  that  the  iron  can  tie  dumped  from  the 
blast-furnace  ladle  into  the  mixer,  and  its  heat  can  be  retained  there 
easily  for  8  hours. 

The  Chairman.  I  see. 

Mr.  Reed.  You  can  change  your  shifts — your  men — at  that  time 
if  you  have  enough  mixer  capacity. 

The  Chairman.  Do  the  men  who  work  at  the  rail  mill  and  the 
men  who  work  at  the  furnaces  work  12  hours  a  day  or  10  hours  a 
day  in  the  majority  of  the  mills? 

Mr.  Reed.  I  think  the  10-hour  day  is  in  force  around  Pittsburgh. 

Mr.  Gardner.  At  Gary  you  use  three  shifts  on  your  blast  furnaces, 
do  you  not? 

Mr.  Reed.  There  was  an  effort  made  at  Gary  to  shorten  the  hours 
of  labor.     I  do  not  know  what  they  have  worked  out. 

Mr.  Gardner.  They  have  not  put  on  the  three-platoon  system  for 
their  blast  furnaces? 

Mr.  Reed.  Not  all  through.  We  can  get  that  information  if  you 
desire  it.    I  shall  be  glad  to  get  it  if  you  want  it. 

Mr.  Gardner.  I  had  understood  that  there  was  something  like 
that  being  tried  at  Gary. 

Before  you  get  away  from  that  subject,  Mr.  Chairman.  I  would 
like  to  ask  a  question  or  two. 
The  Chairman.  Certainly.     Go  ahead. 
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Mr.  Gardner.  Mr.  Carnegie,  I  am  not  guaranteeing  anything  that 
I  am  reading,  but  I  would  just  like  your  explanation  of  this : 

Jones's  praiseworthy  effort  to  amend  the  lot  of  the  laborer  was  afterwards 
found  to  put  the  Edgar  Thomson  works  at  a  disadvantage  with  competing 
establishments  where  two  12-hour  turns  were  the  rule;  and  an  effort  was 
made  in  1887  to  induce  the  Edgar  Thomson  men  to  return  to  the  old  system. 

You  said  that  the  men  did  not  like  to  get  away  from  the  12- 
hour  system  because  they  lost.  You  assumed  two-thirds  of  the  loss, 
and  they  probably  wanted  to  earn  the  most  money  they  could  ? 

Mr.  Carnegie.  We  tried  out  the  blast  furnaces  on  that  plan,  I 
remember.  I  do  not  know  about  the  mills.  But  I  remember  that 
we  were  very  anxious  lo  lighten  the  load  of  the  blast-furnace  men. 

Mr.  Gardner.  This  is  before  the  strike  of  1887  that  I  am  speak- 
ing of. 

Mr.  Carnegie.  I  do  not  remember. 

Mr.  Gardner.  I  continue  to  read: 

An  effort  was  made  in  1887  to  induce  the  Edgar  Thomson  men  to  return  to 
the  old  system.  At  the  same  time  a  sliding  scale  of  wages  was  proposed, 
similar  to  that  which  had  been  found  successful  in  the  North  Chicago  rolling 
mill  and  in  the  Crescent  Steel  Works  of  Pittsburgh.  The  men  were  willing  to 
accept  the  sliding  scale,  but  they  were  unwilling  to  return  to  the  12-hour 
system.    The  usual  strike  resulted. 

Do  you  remember  anything  about  that? 

Mr.  Carnegie.  No.  As  far  as  I  know  there  was  never  any  basis 
for  that. 

Mr.  Gardner.  You  remember  meeting  a  committee  of  the  laborers 
at  the  Windsor  Hotel,  in  New  York? 

Mr.  Carnegie.  Oh,  yes;  but  that  was  the  time  that  we  introduced 
a  three  years'  contract  with  them  to  try  the  experiment  that  I  told 
them  would  redound  so  much  to  their  advantage. 

Mr.  Gardner.  It  says  the  men  after  their  meeting  with  you  re- 
turned and: 

On  their  arrival  at  Braddock  they  promptly  repudiated  the  agreement  they 
had  signed  and  continued  the  strike. 

What  does  that  mean? 

Mr.  Carnegie.  I  will  tell  you  that  story.  I  remember  that,  because 
I  had  a  principal  part  in  it. 

There  were  154  men  engaged  in  the  converting  works  who  signed 
an  agreement  for  the  year. 

You  must  remember  that  the  Amalgamated  Association  in  Pitts- 
burgh had  yearly  agreements,  and  every  year  we  had  trouble  about 
what  was  to  be  the  understanding  for  next  year. 

They  broke  their  contract  and  threatened  to  abandon  the  fur- 
naces— to  quit. 


)  quit 


I  said,  I  will  go  out  there  to-night  and  be  there  the  next 
morning." 

I  went  out  and  got  on  the  field  at  Braddock  the  next  morning. 
Capt.  Jones  had  freight  cars  ready  and  was  going  to  board  men. 

I  said,  "  Captain,  I  have  never  agreed  to  a  strike  in  my  life,  and  I 
will  never  have  a  strike  as  long  as  I  am  connected  with  business.  I 
want  you  to  bring  a  committee  of  the  Amalgamated  Association  of 
the  converting  works  and  of  the  rolling  mill  and  of  the  blast  furnaces 
here." 

And  the  committees  came  up. 
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Mr.  Gardner.  Where  was  this  that  they  came  ? 

Mr.  Carnegie.  At  Braddock  works,  on  the  ground  there. 

Mr.  Gardner.  This  was  in  1887? 

Mr.  Carnegie.  I  can  not  tell  you. 

Mr.  Gardner.  It  was  the  time  before  the  Homestead  strike;  five 
years  before  the  strike. 

Mr.  Carnegie.  I  can  not  tell  you  the  date.  I  will  tell  you  the  oc- 
currence. 

Mr.  Keed.  It  was  about  that  date. 

Mr.  Carnegie.  It  was  about  that  date. 

They  were  all  sitting  there,  their  committees,  and  I  said,  address- 
ing the  foreman  of  the  miU :  "  Have  we  an  agreement  with  you  ? " 
"  Yes,  sir.  You  can  not  make  us  break  it."  "  There  speaks  American 
labor." 

I  asked  the  leader  in  the  other  works,  the  other  department,  about 
the  matter.  He  was  an  old  gentleman  with  spectacles.  You  know, 
I  have  gone  over  this  story  so  often  in  my  mind  that  I  can  see  the 
picture  of  it.  He  put  on  his  spectacles  and  I  said :  "  Have  we  an 
agreement  with  you  ?  "  "  Yes.  Mr.  Carnegie,  when  it  was  presented 
to  me  I  read  it  over  very  carefully,  and  if  I  liked  it  I  signed  it, 
and  if  I  did  not  I  did  not.    But  if  1  signed  it  I  keep  it." 

"There  spoke  American  labor.    I  am  proud  of  you." 

"  Mr.  Kelly,  have  you  an  agreement  with  us  ?  " 

That  was  the  blast-furnace  branch,  that  had  stopped,  you  know. 

"Mr.  Carnegie,  they  presented  a  paper  to  me.  I  did  not  under- 
stand what  was  in  it  when  I  signed  it." 

Then  Capt.  Jones  said :  "  Billy,  you  know  I  read  that  twice  over  to 
you." 

I  said:  "I  have  signed  many  agreements  and  papers  that  I  have 
not  read,  that  I  have  had  faith  in  because  my  partners  signed  them ; 
but  if  ever  I  have  got  into  an  agreement  that  I  have  signed  I  have 
always  thought  it  my  duty  to  live  up  to  that  agreement,  and  to  be 
more  careful  the  next  time,  if  it  was  not  advantageous  to  me." 

I  believe  in  labor.  I  have  never  had  a  strike.  I  was  in  Europe, 
and  I  never  heard  of  the  Homestead  strike  until  days  after  it  was 
over.  Then  I  held  up  my  hand  and  said,  "  Gentlemen,  you  have 
asked  me  for  an  answer  by  4  o'clock,  and  it  is  not  3,  but  your  answer 
is  ready.  I  will  never  do  such  injury  to  the  cause  of  American  labor 
as  to  be  a  party  to  a  transaction  with  men  who  repudiate  their  agree- 
ments. Go.  These  mills  may  rot,  and  I  may  lose  every  dollar  I 
have.    That  is  your  answer." 

A  man  was  coming  in  with  a  message  to  us  and  he  struggled  through 
the  crowded  grounds,  and  he  said :  "  Mr.  Carnegie,  as  I  saw  this  man 
coming  out  I  heard  some  other  men  moving  across  the  hall  to  get  at 
them  Jn  the  crowd,  and  I  heard  one  man  say  to  the  other, '  Look  here, 
Kelly,  you  fellows  might  just  as  well  understand  it.  There  is,  to  be 
no  monkeying  around  these  works.'" 

The  men  were  all  waiting  at  the  furnaces  to  hear  what  Kelly  had 
to  say.  "Go  to  work,  you  spalpeens.  Begorra,  the  little  boss  just 
hit  from  the  shoulder.  He  said  he  wouldn't  have  a  strike.  He 
wouldn't  fight,  but  he  would  sit  down.  And,  begob,  we  all  know  he 
will  be  a  skeleton  before  he  rises." 

That  is  what  Kelly  told  his  men. 
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And  I  did  American  labor  more  service  there  than  you  can  imagii^s. 

^Ir.  Gardner.  But  you  had  no  strike  at  that  time,  you  say? 

Mr.  Carnegie.  Not  at  that  time.    There  is  another  time 

Mr.  Gardner.  The  time  I  am  speaking  of  is  in  1887. 

Mr.  Carnegie.  Now,  I  will  give  you  that  one.  But  I  am  not  so 
clear  about  the  details  of  that. 

Mr.  Gardner.  I  am  speaking  of  the  first  time  the  Pinkerton 
guards  were  ever  employed  at  your  works. 

Mr.  Carnegie.  My  dear  sir,  Pinkerton  guards  were  never  employed, 
except  when  I  was  away  in  Europe. 

Mr.  Young.  He  was  m  Scotland. 

Mr.  Gardner.  Not  at  this  time  that  I  am  speaking  of,  in  1887. 

Mr.  Carnegie.  We  had  to  make  ji  rule  every  year.  The  men  had  a 
great  injustice.  Men  do  not  know  the  market.  They  do  not  know 
what  prices  we  are  getting  for  rails,  and  very  often  it  takes  them 
months  and  months — the  Amalgamated  Association — sitting  down 
and  talking  about  a  strike,  and  everything  like  that;  and  we  are 
getting  high  prices  for  rails.  By  the  time  they  ask  for  an  increase 
of  wages  we  are  able  to  show  how  low  they  have  gotten,  and  so  on. 

I  said  to  them  this,  "  Let  me  give  you  a  point  for  labor.  You  make 
a  contract  for  us  for  three  years,  until  you  test  this.  I  want  you  to 
appoint  a  committee  of  three  of  your  workmen,  and  they  will  come 
to  the  office  and  they  will  be  shown  what  we  get  for  rails,  and  your 
wages  will  be  based  on  that  price;  and  wherever  we  get  a  dollar  a 
ton  additional  in  price  your  wages  will  go  up  and  you  will  gain  a 
great  advantage,  because  your  wages  will  go  up ;  and  when  the  price 
goes  down  your  wages  will  fall,  and  you  will  be  in  the  same  boat 
with  your  employers." 

They  took  it  up  and  considered  about  it,  and  I  left  for  New  York. 
I  said,  "  That  is  all.  There  will  be  no  strike,  gentlemen.  We  will 
never  try  to  fill  our  works  with  new  men,  for  two  reasons :  First,  we 
never  could  get  such  men  as  you  are.  It  is  the  scallawags  that  are 
idle  and  looking  for  work  when  there  is  a  strike.  Do  not  be  alarmed. 
No  one  will  ever  have  your  places  here.     We  like  you  too  much." 

They  came  to  me,  a  committee,  at  New  York,  and  they  came  in 

Mr.  Gardner.  That  is  the  time  I  mean,  when  they  came  to  you  at 
New  York. 

Mr.  Carnegie.  That  was  very  interesting. 

Up  came  a  card  by  the  servant,  "  So-and-so." 

I  said,  "  Will  you  ask  them  if  they  have  acted  on  my  proposition?  " 
And  they  sent  up  word,  "  No." 

They  had  a  minister  with  them ;  I  forget  his  name.  They  sent  up 
word,  "  No ;  they  had  not." 

I  said,  "  I  told  them  I  would  not  see  them  again.  You  must  tell 
them  that  I  meant  what  I  said." 

He  went  down  to  tell  them  that,  and  I  sai'd,  "Well,  the  poor  fel- 
lows ;  I  will  see  them."  I  brought  them  in,  and  I  said,  "  Now,  gen- 
tlemen, you  know  I  can  not  talk  with  you  about  the  matter.  I  have 
told  you  that  I  can  not  do  it."  And  I  said,  "  Come  along  and  take 
■J.  walk." 

And  I  took  them  out  to  Central  Park  and  took  them  around,  and 
]\Irs.  Carnegie  prepared  a  fine  luncheon  for  them,  and  we  had  a  nice 
time  together.  And  then  they  went  home.  And  they  told  the  men, 
"  The  boss  mean?  it ;  he  would  not  see  us." 
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Then  I  got  an  invitation  to  come  out  there  and  see  them,  and  I 
went  out  there  and  I  met  them.  There  was  a  great  big  man  called 
McGuffey  that  Capt.  Jones  told  me  was  at  the  foundation  of  all  this. 
He  kept  a  liquor  saloon,  and  the  men  were  in  debt  to  him.  He  was  a 
bully.  I  was  sitting  at  one  end  of  the  table  and  he  sat  at  the  other 
end,  and  the  men  ^ere  around.  I  said,  "  Gentlemen,  here  is  the 
program  that  we  propose  for  you ;  and  that  is  what  I  have  to  say  to 
you.  There  is  what  we  wish  you  to  try.  It  will  be  for  your  advan- 
tage. I  guarantee  that  you  will  all  like  it  better  than  anything  you 
have  ever  had." 

This  man  McGuffey  put  on  his  hat  to  go  out — this  bully.  I  said, 
when  he  was  putting  it  on,  "McGuffey,  kindly  remove  your  hat. 
You  are  in  the  presence  of  gentlemen." 

And  I  kept  my  eye  on  him.  He  knew  that  if  he  took  off  his  hat 
he  would  not  have  much  influence  over  the  men  at  that  meeting  and 
if  he  put  it  on  he  would  have  to  go  out.  And  he  slowly  put  his  hal 
down. 

I  went  along,  and  they  agreed  to  what  I  said.  They  were  all  sat- 
isfied to  try  it. 

Then  the  leader  of  the  association — the  union — said  to  me,  "Mr. 
Carnegie,  we  want  you  to  do  us  a  great  favor.  We  want  you  to  let 
the  union  officials  sign  this  agreement." 

I  said,  "  Why,  certainly.  Every  one  of  you  take  a  long  page  and 
every  one  of  you  sign  it.  And,  now,  since  I  have  pledged  you,  I  have 
a  little  request  to  make  of  you.  This  is  for  three  years.  Your  Amal- 
gamated Association  only  covers  one  year,  and  some  of  your  men 
might  say  you  had  no  authority  to  sign.  So  I  will  ask  you  kindly  to 
all  sign  for  me." 

And  I  heard  this  man  turn  around  any  say,  "  Begorra,  the  jig 
is  up." 

They  accepted  it  and  signed  it.  And,  gentlemen,  that  same  agree- 
ment is  running  to-day  to  the  entire  satisfaction  of  the  men,  and 
they  have  never  had  a  particle  of  trouble. 

Mr.  Gardner.  Then  you  did  not  have  any  strike  on  that  occasion  ? 

Mr.  Carnegie.  Oh,  yes;  they  stopped. 

Mr.  Gardner.  I  will  read  you  a  sentence: 

The  works  were  closed,  but  there  was  not  an  outbreak,  or  anything— 

This  is  from  a  book  that  I  know  does  not  meet  with  your  approval, 
and  probably  does  not  in  the  least  do  you  justice,  but  at  the  same 
time  there  is  documentary  evidence  in  it  that  is  of  value.  I  refer  to 
Mr.  Bridge's  book  on  the  history  of  the  Carnegie  Steel  Co. 

Mr.  Carnegie.  I  might  tell  you  something  about  Bridge. 
[Laughter.] 

Mr.  Gardner.  Very  possibly ;  but  I  am  trying  to  get  information. 

He  says : 

Under  the  protection  of  Pinkerton  guards— 

This  was  in  the  end  of  1887— 
the  works  were  then  put  in  operation  by  nonunion  men. 

That  is,  directly  after  you  had  gone  to  Atlantic  City,  after  this 
meeting  in  New  York,  according  to  this  account— 

The  usual  disorders  took  place,  resulting  in  a  slight  loss  of  life,  but  eventually 
the  contest  was  won  by  the  company.    The  struggle  lasted  from  December,  1887, 
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tin  May,  188S.     Thus  ended  the  eight-hour  day  in    a    night    of    soi-row    and 
suffering. 

Were  Pinkerton  guards  employed  at  that  time  ? 

Mr.  Caknegie.  I  never  heard  of  such  a  thing.  The  men  accepted, 
and  I  left  for  New  York.    I  never  heard  of  it,  and  I  do  not  believe  it. 

There  were  guards  at  Homestead,  of  course.   • 

Mr.  Gabdneb.  Were  you  at  Atlantic  City? 

Mr.  Caenegie.  I  had  been  there. 

I\Ir.  Gabdneb.  During  this  time,  were  you  kept  in  close  touch  with 
your  cousin,  George  Lauder,  who  has  been  mentioned  this  afternoon  ? 

Mr.  Cabnegie.  Not  in  close  touch. 

Mr.  Gabdneb.  So  that  those  Pinkertons  were  engaged  without 
your  having  knowledge  of  it? 

Mr.  Caenegie.  They  were  engaged  without  my  knowledge.  I 
never  heard  of  it  until  now,  as  far  as  I  remember. 

We  would  have  no  use  for  Pinkertons.  We  had  no  new  men.  It 
was  our  own  men  coming  back.    That  is  a  sure  blunder. 

You  will  see  that  point.    It  was  our  own  men,  all  coming  back. 

People  have  said  that  I  broke  up  the  union.  I  gave  the  union 
officials  the  right  to  sign  the  paper,  and  they  did.  And  then  I  asked 
the  men  to  sign.  And  that  agreement  is  running  now,  gentlemen, 
and  it  has  never  been  touched. 

It  is  astonishing  what  you  can  do  for  workmen  when  you  get  their 
confidence.    I  have  never  had  any  trouble  with  them. 

Mr.  Gaednee.  This  book  says  that — 

Under  the  protection  of  Pinlierton  guards  the  works  were  now  put  in  operation 
by  nonunion  men. 

Mr.  Cabnegie.  At  that  strike? 

Mr.  Gaedneb.  Yes.  I  know  nothing  about  the  accuracy  of  this, 
of  course. 

Mr.  Caenegie.  I  have  never  read  the  book,  and  would  not  read  it 
or  have  anything  to  do  with  it;  nor  have  I  made  any  reply  to  it. 

Mr.  Gaednee.  Do  you  testify  that  Pinkertons  were  never  employed 
in  your  company  prior  to  1892,  at  any  strike  ? 

Mr.  Caenegie.  To  my  best  knowledge  and  belief,  I  never  heard  of 
such  a  thing.  And,  of  course,  I  did  not  know  that  they  were  em- 
ployed at  Homestead,  at  the  time. 

Mr.  Gaednee.  Mr.  Chairman,  this,  I  will  admit,  is  extraneous  to 
our  instructions  from  the  House,  and  if  anybody  objects  to  my  going 
on,  since  we  have  introduced  the  labor  question,  I  will  stop.  I  had 
no  intention  of  doing  it,  because  I  think  it  is  raking  over  old  scores. 

Mr.  Reed,  Sr.  We  do  object  to  that,  because  it  is  hardly  fair  to  Mr. 
Carnegie. 

Mr.  Gaednee.  I  confess  I  think  it  was  an  omission — and  T  do  not 
say  this  in  any  demagogic  sense — that  we  were  not  instructed  in  the 
resolution  to  inquire  into  the  labor  question.  I  think  we  should  have 
been  so  instructed,  but  we  were  not  instructed  to  do  so ;  and,  on  objec- 
tion, I  will  withhold  any  further  questions  on  that  situation. 

The  Chaieman.  I  think,  under  the  cost  of  production  and  under  a 
good  many  things,  this  general  resolution  probably  covers  it.  We 
discussed  it  in  the  Rules  Committee  at  the  time,  and  we  concluded 
that  the  language  is  sufficiently  broad  to  enable  us  to  investigate  the 
operation  of  the  company,  and  in  that  connection  we  certaiiuy  have 
the  right  to  investigate  labor  conditions  of  the  Steel  Corporation. 
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Whether  we  would  have  a  right  to  investigate  labor  conditions  prior 
to  that,  is  a  question. 

Mr.  Gardner.  That  is  what  I  meant.  We  have  authority  to  inves- 
tigate present-day  cost  of  production. 

If  we  are  going  on,  Mr.  Chairman,  I  think  that  you  should  sub- 
poena. Mr.  Bridge  to  tell  where  to  get  this  information  here. 

The  Chairman.  He  is  here. 

Mr.  Gardner.  Yes.  I  see  him  here.  I  mean  to  say  that  I  think 
we  should  find  where  his  information  comes  from,  if  we  are  going 
into  this  Homestead  question.    I  am  perfectly  willing  to  suspend  on  it. 

The  Chairman.  Allow  me  to  be  understood.  It  is  almost  unkind 
to  keep  Mr.  Carnegie  at  these  sessions  for  such  a  length  of  time,  and 
I  am  going  to  consult  his  convenience  in  the  matter,  even  before  I 
do  that  of  the  committee. 

Would  it  be  satisfactory  to  you,  Mr.  Carnegie,  to  go  on  for  an 
hour  or  two,  or  would  you  prefer  to  come  again  to-morrow  morning  ? 

Mr.  Carnegie.  It  would  suit  me  to  go  on. 

Mr.  Eeed.  On  that  labor  question :  Mr.  Carnegie  has  been  testify- 
ing, of  course,  pretty  generally  as  to  all  the  operations  of  the  old 
Carnegie  Steel  Co.,  and  I  have  not  felt  inclined  to  interrupt  with 
questions  or  objections  as  to  the  operation  of  the  old  company.  But 
certainly  we  do  not  want  to  launch  into  a  general  discussion  of  labor 
conditions  at  that  time,  and  the  wide  questions  that  such  a  discus- 
sion will  open  up. 

The  Chairman.  I  will  say  to  Mr.  Eeed  that  my  question  is,  in 
my  opinion,  eminently  pertinent.  We  will  investigate,  before  we 
get  through,  the  propriety  and  the  effectiveness  of  a  12-hour  day  in 
the  manufacture  of  steel. 

I  wanted  Mr.  Carnegie's  opinion  and  used  this  statement  of  Capt. 
Jones  simply  as  introductory  to  the  effectiveness  and  the  practicabil- 
ity of  working  men  8  hours  a  day  in  a  steel  plant.  That  is  emi- 
nently pertinent  to  this  inquiry  and,  as  I  understand  it,  is  entirely 
proper  and  entirely  admissible. 

I  am  free  to  say  that  while  I  should  be  delighted  to  hear  from 
Mr.  Carnegie  anything  that  he  cares  to  say  with  reference  to  the 
details  of  that  trouble  at  Homestead,  which  is  a  matter  of  great 
public  interest,  at  the  same  time  I  doubt  its  admissibility. 

Mr.  Gardner.  I  quite  agree  with  you.  The  strike  of  1887  in- 
volved that  question  of  a  three-shift  day.  Your  question  was  abso- 
lutely proper,  Mr.  Chairman.  You  were  trying  to  develop  the  pos- 
sibility of  running  a  steel  concern  on  a  three-platoon  basis,  and, 
incidentally,  you  took  Capt.  Jones's  experiment,  and  I  went  on  be- 
cause that  was  the  issue,  or  partly  the  issue  of  that  strike.  When 
I  got  to  the  end  of  that  strike,  before  going  further  in  the  Home- 
stead strike,  I  pointed  out  the  distinction,  myself,  and  I  quite  agree 
that  the  Homestead  strike  is  outside  of  the  question  that  we  are  dis- 
cussing. -But  if  we  are  going  into  the  Homestead  strike,  then  I 
want  to  hear  both  sides. 

The  Chairman.  In  that  event,  even  now,  as  far  as  we  have 
gone,  it  would  be  perfectly  proper  for  Mr.  Bridge  to  state  his 
authority  for  that  statement.  That  would  be  a,  matter  of  justice 
to  all  parties  concerned,  outside  of  the  admissibility  of  the  evidence. 

The  chairman  is  frank  to  say  that  it  may  not  be  the  proper  course 
to  pursue,  but  the  chairman  has  hesitated,  as  the  committee  well 
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knows,  to  object  to  a  question  because  of  its  inadmissibility,  as  he 
would  do  if  he  vreve  a  judge. 

In  a  trial  in  a  court  of  justice,  the  court  must  act  on  matters  af- 
fecting directly  the  property  or  the  life  of  an  individual  or  a  cor- 
poration, and  it  is  highly  proper  that  the  court,  in  that  case,  should 
rigidly  guard  the  question  of  the  admissibility  of  evidence. 

We  are  making  a  broad  and  general  inquiry,  not  for  the  purpose 
of  determining  the  rights  of  any  individual  or  corporation,  because 
\ve  can  not  punish  anybody  or  anything;  but  for  the  purpose  of 
obtaining  valuable  information  to  g-uide  us  in  suggesting  such 
amendments  to  existing  laws,  or  the  repeal  of  existing  laws,  or  the 
passage  of  new  legislation,  to  meet  the  present  acute  condition  of 
affairs  in  the  industrial  world. 

For  that  reason  I  think  a  broader  scope  is  permissible,  and  I 
have  tried,  as  chairman  of  this  committee,  for  that  reason,  to  be  as 
patient  of  those  digressions,  almost,  perhaps,  as  the  committee  has 
been  patient  with  the  chairman  when  he  got  over  the  line,  if  he 
ever  did. 

Mr.  YoTJNG.  I  have  not  felt  at  all  like  objecting  to  these  questions 
along  this  line,  but  it  rather  seems  to  me  that  they  have  nothjng  to 
do  with  the  investigation  with  which  we  are  charged. 

The  Chaikman.  What  is  that?     The  Homestead  matter? 

Mr.  YoTJNG.  Yes. 

The  Chairman.  I  agree  with  you. 

Mr.  YoiKNG.  And  that  if  objection  is  made  on  the  part  of  the  Steel 
Corporation  or  anybody  interested,  I  should  rather  doubt  the  pro- 
priety of  going  into  it  at  this  time  any  further. 

The  Chairman.  That  is  exactly  what  the  chairman  tried  to  say, 
in  the  most  delicate  way  he  could;  and  Mr.  Gardner  invited  the 
opinion  of  the  Chair. 

Mr.  Gardner.  I  move  that  Mr.  Carnegie  be  excused,  unless  there  ■ 
is  something  further  from  other  members  of  the  committee. 

The  Chairman.  There  are  one  or  two  members  of  the  committee 
who  desire  to  ask  questions  of  Mr.  Carnegie. 

Mr.  Gardner.  I  am  through  with  my  examination,  Mr.  Chairman. 

The  Chairman.  I  want  to  defer  to  the  convenience  of  Mr.  Car- 
negie. I  think  we  should  conclude  this  examination  in  a  short  time; 
but  if  he  prefers  to  return  in  the  morning  that  will  be  entirely  agree- 
able to  me,  as  I  am  sure  it  will  be  to  the  committee. 

Mr.  Carnegie.  Eather  than  bring  you  back  in  the  morning,  I 
would  stay  now. 

I  understand  you  have  got  my  statement  that  never,  until  this 
moment,  have  I  ever  heard  that  it  was  necessary  to  use  any  oflScers 
at  Edgar  Thompson  when  the  old  men  came  back.  I  left  for  New 
York  that  evening,  of  course,  and  I  never  until  this  moment  heard 
of  that. 

Mr.  Reed,  Sr.  I  understand  that  that  has  all  been  concluded, 

Mr.  Eeed.  On  this  matter  of  the  Homestead  strike  and  the  con- 
troversy we  get  into  between  Mr.  Bridge  and  Mr.  Carnegie,  it  has  not 
an3^hing  to  do  with  the  inquiry,  as  I  see  it. 

The  chairman  offered  a  part  of  that  book  in  evidence  this  morning, 
and  I  noticed  that  he  carefully  excluded  all  reference  to  that  Home- 
t^tead  strike. 
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It  can  not  help  the  committee  or  Congress  or  anybody  to  go  into 
a  controversy  between  these  gentlemen  on  this  subject. 

The  Chairman.  The  chairman  of  this  committee  has  always  made 
this  an  invariable  rule.  For  instance,  there  was  a  statement  mad'e 
here  by  Mr.  Martz,  as  you  remember,  which  touched  the  accuracy  of 
certain  statements  made  by  Mr.  Cotton,  an  attorney.  I  did  not  see 
anything  very  heinous  in  it  one  way  or  the  other,  but  Mr.  Cotton 
wanted  an  opportunity  to  appear  here  and  vindicate  his  honor,  and 
he  did  appear.  He  wanted  to  talk  about  his  personal  integrity,  and 
I  very  patiently  heard  Mr.  Cotton  discuss  his  personal  integrity  for 
some  half  a  day.  And'  I  would  have  been  here  yet  if  he  felt  that  his 
personal  integrity  needed  still  further  defense.  He  is  satisfied,  and 
I  am.  And  ne  was  very  kind  and  thanked  the  chairman  for  the 
opportunity  to  come  here. 

The  chairman  introduced  a  part  of  Mr.  Bridge's  book,  and  sub- 
mitted the  book,  before  doing  so,  to  Mr.  Carnegie's  attorneys  to  see 
that  nothing  appeared  in  evidence  here  touching  upon  any  contro- 
versy between  Mr.  Carnegie  and  Mr.  Frick.  It  is  simply  the  docu- 
mentary history  in  which  we  are  interested. 

This  question  has  reached  the  point  when  the  accuracy  of  the 
statements  in  the  book  is  questioned,  and  I  shall,  of  course,  permit 
Mr.  Bridge  to  give  us  his  authority  for  those  statements. 

Mr.  Eeed.  It  did  not  seem  to  me  that  it  was  necessary  that  even 
that  should  be  done. 

The  Chaikman.  It  is  due  the  witness 

Mr.  Eeed.  No  substantial  controversy  has  developed  as  yet  between 
Mr.  Carnegie  and  Mr.  Bridge. 

Mr.  Bridge.  Mr.  Chairman,  I  want  to  say  a  word 

The  Chairman.  One  moment.  Just  let  me  ask  you  this :  What  is 
the  authority  for  the  statements  contained  in  the  book  which  has 
been  referred  to? 

Mr.  Bridge.  John  Walker,  chairman  of  Carnegie,  Phipps  &  *Co., 
gave  me  the  facts  which  I  afterwards  verified  by  the  public  records 
in  Pittsburgh  and  the  newspapers  in  Pittsburgh,  as  to  the  results  of 
that  strike  and  the  Pinkertons  being  present.  I  simply  confirmed 
Mr.  Walker's  statements  as  regards  dates,  by  reference  to  news- 
papers and  the  public  prints  at  Pittsburgh.  John  E.  Walker  was 
chairman  of  Carnegie,  Phipps  &  Co. 

Mr.  Eeed.  You  are  speaking  of  the  strike  of  1887  ? 

Mr.  Bridge.  Yes. 

Mr.  Carnegie.  You  have  my  answer — that  that  is  the  first  time  I 
ever  heard  it. 

The  Chairman.  I  understand.  There  is  no  controversy  between 
you  and  Mr.  Bridge. 

Mr.  Carnegie.  I  returned  to  New  York  that  night.  What  they 
did-with  officers  at  the  Edgar  Thompson  works,  when  the  old  men 
were  taken  back,  I  can  not  imagine. 

Mr.  Eeed,  Sr.  There  is  no  dispute  between  them,  Mr.  Chairman. 

Mr.  Bridge.  There  is  not  a  single  fact  mentioned  in  that  book  that 
was  not  submitted  to 

Mr.  Young.  I  do  not  think  we  should  go  into  that  any  further, 
Mr.  Chairman. 
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The  Chairman.  I  want  to  say  this :  I  do  not  think  there  is  any  con- 
troversy between  Mr.  Carnegie  and  Mr.  Bridge,  because,  as  I  under- 
stand, and  this  book  so  states,  at  the  time  of  the  Homestead  strike 
Mr.  Carnegie  was  in  Europe.  Mr.  Frick  was  in  business  at  that 
time 

Mr.  Gardner.  That  opens  up  another  line  of  discussion. 

Mr.  Eeed.  I  object  to  the  other  line  of  discussion  as  being  irrele- 
vant to  the  inquiry  here. 

The  Chairman.  I  do  not  want  to  bring  Mr.  Frick  into  it.  I  dis- 
like a  controversy.    That  is  all. 

Mr.  Gardner.  So  do  I. 

The  Chairman.  I  thought  that  was  a  matter  generally  known — 
universally  known. 

Mr.  Gardner.  But  I  have  here  copies  of  alleged  cablegrams 

Mr.  Reed,  Sr.  We  object,  Mr.  Chairman 

The  Chairman.  Communications  between  them  during  the  strike? 

Mr.  Reed,  Sr.  lii  behalf  of  the  Steel  Corporation,  which  has  noth- 
ing to  do  with  this  at  all,  I  object  to  the  continuance  of  the  inquiry 
into  those  matters. 

Mr.  Young.  I  think  they  should  not  be  gone  into  any  further. 

Mr.  Gardner.  I  agree  with  that,  but,  of  course,  when  one  party 
makes  a  comment  there  has  to  be  an  answer. 

Mr.  Reed,  Sr.  How  much  longer  would  it  take  to  finish  Mr.  Car- 
negie's examination,  Mr.  Chairman?  Do  you  think  you  can  finish 
in  half  an  hour  or  so ;  in  15  or  20  minutes  ? 

The  Chairman.  I  think  we  shall  be  able  to  finish  very  soon. 

I  do  not  mean  to  state  categorically  that  Mr.  Carnegie  knew  or 
did  not  know  anything  about  the  strike.  I  simply  wish  to  state  that 
it  is  unnecessary  to  go  any  further  with  this  inquiry,  because  be- 
tween the  allegations  as  read  by  'Sir.  Gardner  and  the  statements 
by  Mr.  Carnegie  I  see  no  conflict. 

Mr.  Carnegie,  I  believe  you  stated  that  when  this  $2,000,000  op- 
tion was  put  up  to  cover  the  purchase  of  the  $250,000,000  price  you 
demanded  $2,000,000  deposit  as  evidence  of  good  faith? 

Mr.  Carnegie.  When  Mr.  Frick  came  to  me  and  said  the  parties 
wished  an  option  upon  our  works  at  $250,000,000 — was  it?  Yes; 
that  excluded  the  Frick  matter,  which  was  $70,000,000,  which  was 
included  afterwards.  I  said,  "Who  are  they?  I  wish  to  know  what 
bankers  are  to  handle  this." 

He  said  that  he  had  pledged  himself  that  he  was  not  to  reveal  their 
names.  Then  I  said,  In  that  case,  Mr.  Frick,  as  an  evidence  that 
they  are  bankers  of  responsibility,  I  think  we  should  require  $2,000,- 

000  payment  for  the  option." 

He  said  he  thought  they  would  give  that,  and  it  was  so  arranged. 

1  was  then  about  to  sail  for  Europe. 

The  Chairman.  I  do  not  mean  to  go  into  that  detail.  I  just  want 
to  see  if  I  understand  you  correctly.  I  believe  you  stated  that  you 
did  not  know  at  any  time  that  your  partners  had  any  interest  in 
that  option? 

Mr.  Carnegie.  No,  sir.    I  did  not  suspect  it. 

The  Chairman.  Did  you  not  receive  $1,180,000  ?  Was  not  that  the 
amount  ? 

Mr.  Carnegie.  Of  my  partners'  interest  in  the  option? 
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The  Chairman.  No.  Was  not  the  amount  put  to  your  credit  when 
the  option  was  not  carried  through,  $1,180,000  instead  of  $1,000,000, 
as  has  been  stated  here  before? 

Mr.  Carnegie.  I  was  speaking  for  my  partners  and  myself  as  a 
whole,  that  we  should  not  give  an  option  to  unknown  persons,  and 
that  we  should  be  sure  that  they  were  bankers  of  ability,  and  that  the 
firm  should  ask  $2,000,000;  and  it  was  Mr.  Frick  that  asked  the 
$2,000,000,  through  me.  And  they  agreed.  Then,  as  I  was  about 
to  sail  for  Europe,  I  executed  a  power  of  attorney,  giving  Mr.  Frick 
and  Mr.  Phipps  the  power,  as  my  attorneys,  to  transfer  my  interest 
if  the  option  was  complied  with. 

When  I  returned  from  Europe  I  found  that  they  had  deposited 
the  amount  due  me,  which  I  got. 

The  Chairman.  Which  was  $1,180,000,  was  it  not? 

Mr.  Carnegie.  I  think  so.     About  that. 

The  Chairman.  Did  you  not  know  at  that  time  that  a  part  of  that 
money  was  contributed  by  your  partners?  Were  you  not  told  that 
at  that  time  ? 

Mr.  Carnegie.  Part  of  what  money  ? 

The  Chairman.  A  part  of  the  $1,180,000  that  was  put  up  for  that 
option. 

Mr.  Carnegie.  I  was  in  Europe,  and  I  did  not  hear  anything.  I 
sailed  before  the  option  money  was  deposited. 

The  Chairman.  Were  you  not  told  in  Europe  that  your  partners 
had  put  up  a  part  of  that'money  ? 

Mr.  Carnegie.  When  the  option  was  not  executed,  I  lost  all  in- 
terest in  it,  and  things  that  came  to  me  bearing  upon  it  I  never  read. 

The  Chairman.  Did  you  not  stipulate  at  the  time,  or  promise  at 
the  time,  or  make  a  statement  at  the  time,  or  send  a  letter  from 
Europe  at  the  time,  stating  that  if  your  partners  had  put  up  any  of 
this  money  they  would  be  refunded  their  portion  of  the  money? 

Mr.  Carnegie.  I  do  not  remember  that  at  all. 

The  Chairman.  I  will  hand  you  a  letter  here,  and  ask  you  if  this 
is  not  in  your  handwriting,  containing  a  statement  with  reference  to 
this  option,  that  you  will  demand  this  money  and  that — 

Of  course  any  part  paid  by  my  partners  I  shall  refund. 

I  will  ask  if  that  is  in  your  handwriting?  That  is  a  photographic 
copy  of  the  letter  [handing  paper  to  Mr.  Carnegie]. 

The  main  part  of  it  is  written  by  an  amanuensis,  but  the  line  across 
the  middle  is  what  I  refer  to.  I  "will  ask  you  if  that  is  not  in  your 
handwriting? 

Mr.  Carnegie.  Yes;  of  course.  I  have  never  seen  this  since  I 
wrote  it.    I  wrote  this.    I  shall  have  to  study  it  a  moment. 

I  never  knew  of  the  deposit  of  my  money  until  I  came  back,  and 
no  partner  ever  asked  me  for  any  money  that  I  can  think  of. 

The  CHAIRMAN.  I  asked  that  not  because  I  cared  to  detect  any  in- 
accuracy in  your  statement ;  but  if  Mr.  Frick  was  interested  in  that 
$2,500,000  option  and  put  up  that  $2,000,000,  or  a  part  of  it,  and  a 
considerable  part  of  it,  and  then  failed  to  get  the  money,  it  is  a  very 
vital  point  in  this  case  to  show  whether  those  works  were  worth 
$250,000,000  at  that  time  or  not.  For  that  reason  I  am  anxious  to 
know  what  connection  Mr.  Frick  had  with  this  option. 

Mr.  Carnegie.  I  will  tell  you.  When  they  could  not  raise  the 
other  money — I  must  just  tell  you  what  partners   told  me — Mr. 
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Schwab  would  know  everything  about  it,  and  all  the  details  and 
everything,  and  could  explain  it  very  much  better  than  I  can.  I  was 
informed  that  Mr.  Phipps  and  Mr.  Frick  then  thought  they  would 
come  to  Mr.  Moore's  rescue  and  enable  him  to  get  the  option  money. 

The  Chairman.  Mr.  Schwab  and  Mr.  Frick  were  trying  to  help 
ilr.  Moore  get  his  option  ? 

Mr.  Carnegie.  Not  Mr.  Schwab ;  Mr.  Phipps. 

The  Chairman.  Mr.  Phipps  and  Mr.  Frick? 

Mr.  Carnegie.  Yes. 

The  Chairman.  The  Moores  are  the  people  that  had  organized 
the  sheet-steel  company 

Mr.  Carnegie.  I  will  tell  you  how  they  did  it.  They  went  to  each 
of  their  partners  and  said :  "  We  can  not  get  the  other  option  monejf ; 
the  other  million;  and  we  wish  you  to  forego  your  portion  of  this 
$2,000,000." 

And  all  my  partners  agreed  to  do  so,  and  that  amounted,  if  my 
memory  is  right — and  things  I  do  remember  I  think  I  get  right — 
that  amounted  to  $870,000.  You  understand? 

The  Chairman.  Yes. 

Mr.  Gardner.  $830,000,  was  it  not? 

Mr.  Carnegie.  $830,000;  yes.  Whereupon  Mr.  Phipps  and  Mr. 
Frick  made  an  agreement  with  Mr.  Moore  that  they  were  to  be  cred- 
ited with  the  $1,870,000, 1  think,  and  they  put  up  $170,000,  Mr.  Phipps 
and  Mr.  Frick,  and  they  were  to  be  credited  with  that.  Whereupon 
they  went  on. 

I  can  onlj'  state  what  I  heard  in  regard  to  this,  that  Mr.  Frick  and 
Mr.  Phipps  for  that  advance  were  to  get  each  a  large  sum  of  money. 
They  went  into  partnership  with  Moore  Bros,  in  this  option,  as 
it  were,  and  when  the  thing  was  floated  they  were  to  get  from  Moore 
Bros,  each  a  large  sum.  I  can  not  trust  myself  with  the  figure, 
but  if  I  were  asked  what  I  thought  it  was  I  would  say  it  was  half  a 
million  dollars  each. 

Mr.  Gardner.  Do  you  mean  half  a  million  dollars  or  $5,000,000? 
You  said  $5,000,000  the  other  day,  I  think. 

Mr.  Carnegie.  Now,  it  may  be  half  a  million  or  it  may  be 
$5,000,000.     I  think  I  said  five  millions,  did  I  not? 

Mr.  Gardner.  I  think  you  said,  day  before  yesterday,  $5,000,000. 
Am  I  right,  Mr.  Eeed  ? 

Mr.  Eeed,  Sr.  $5,000,000  of  the  stock  of  the  new  company  was  to 
go  to  them,  he  said. 

Mr.  Gardner.  Was  it  $5,000,000  each,  or  was  it  $5,000,000  in  all, 
Mr.  Eeed? 

Mr.  Eeed,  Sr.  I  do  not  Imow. 

Mr.  Carnegie.  Well,  gentlemen,  that  is  the  best  of  my  recollection. 

The  Chairman.  Mr.  Eeed,  you  read  better  than  I  do.  I  wish  you 
would  read  into  the  record  that  letter  from  Mr.  Carnegie. 

Mr.  Eeed,  Sr.  There  is  only  a  part  of  it  here. 

The  Chairman.  Yes;  I  know.  Just  read  the  part  that  is  there, 
please. 

Mr.  Eeed,  Sr.  (reading)  : 

I  see  no  reason  why  promoters  of  the  new  company,  who  are  going  to  make 
large  profits,  should  escape  paying  one  cent  of  what  is  legally  due,  and  I  must 
ask  you  to  be  guided  by  counsel  in  the  matter.    Do  not  transfer  the  property 
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until  my  legal  rights  are  fully  realized,  which,  I  think,  means  that  the  option 
money  has  something  to  do  with  the  purchase  money. 

Very  respectfully,  yours,  Andbew  Cabnegte. 

P.  S. — The  first-mortgage  bonds,  of  course,  have  a  proper  sinking  fund,  other- 
wise the  coke  and  ore  may  be  worked  out  before  they  mature. 

A.  C. 
Of  course  any  part  paid  by  my  partners  I  shall  refund. 

Mr.  Caknegie.  Yes,  gentlemen,  I  am  willing  to  refund  to  all  of 
them  to-day ;  but  if  Mr.  Frick  and  Mr.  Phipps  entered  into  a  contract 
with  Moore  Bros,  by  which  they  assumed  to  make  $5,000,000  apiece, 
and  never  told  me  about  it,  why  I  do  not  think  that  I  am  obligated 
to  pay  them  anything  now. 

The  Chairman.  I  am  not  intimating  that  you  are,  Mr.  Carnegie. 
It  was  not  for  that  purpose.  I  do  not  want  to  go  into  that  contro- 
versy. 

Mr.  Eebd,  Sr.  I  still  think  we  are  getting  outside  the  scope  of  the 
inquiry,  Mr.  Chairman. 

The  Chairman.  I  stated  my  puiyose  in  the  beginning.  I  am 
anxious  to  find  out  the  value  of  this  Carnegie  Co.'s  properties. 

Mr.  Eeed,  Sr.  Yes. 

The  Chairman.  If  Mr.  Frick  and  Mr.  Phipps  and  Moores  took 
the  option  and  failed  to  raise  the  $250,000,000  for  the  properties, 
it  is  a  vitally  material  fact  or  incident  in  connection  with  the  effort 
to  ascertain  the  real  value  of  these  properties. 

Mr.  Eeed,  Sr.  Quite  correct;  but  whether  he  repaid  this  option 
money  to  his  partners  or  not  has  nothing  to  do  with  the  inquiry,  I 
think. 

The  Chairman.  I  care  nothing  for  that. 

Mr.  Carnegie.  They  have  never  asked  me  for  anything. 

The  Chairman.  You  say  that  Mr.  Carnegie,  up  to  this  time,  has 
never  connected  his  partners  with  the  option  at  all  ? 

Mr.  Eeed,  Sr.  He  has  explained  that  he  understands  they  raised 
the  $170,000. 

Mr.  Young.  Perhaps  Judge  Eeed  can  tell  us  who  actually  was 
interested  in  the  option. 

Mr.  Eeed,  Sr.  I  had  nothing  to  do  with  it.  I  only  knew  it  was 
worked  through  Judge  Moore,  and  that  Mr.  Frick  and  Mr.  Phipps 
were  interested  to  a  certain  extent;  I  think  to  the  extent  of  that 
$170,000. 

Mr.  McGillicuddt.  When  did  you  first  negotiate  with  Mr.  Morgan 
and  his  syndicate  for  the  purchase  of  your  properties,  with  a  view  to 
the  formation  of  the  United  States  Steel  Corporation? 

Mr.  Carnegie.  I  never  negotiated  with  Mr.  Morgan  at  all,  nor  saw 
him  nor  heard  from  him  nor  any  of  his  men.  Mr.  Schwab  came 
to  me 

Mr.  McGillicuddt.  Can  you  give  me  the  date? 

Mr.  Carnegie.  No  ;  I  can  not  give  you  the  date. 

Mr.  McGillicuddt.  TeU  me,  as  nearly  as  you  can,  about  what  year 

it  was. 
Mr.  Carnegie.  Gentlemen,  I  do  not  think  it  was  a  week  before  the 

option  was  taken. 
Mr.  McGillicuddt.  When  was  the  option  taken  ? 
Mr.  Carnegie.  That  I  do  not  know. 
Mr.  McGillicuddt.  Some  time  in  1899  ? 
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Mr.  Eeed,  Sr.  You  mean  the  formation  of  the  Steel  Corporation? 

Mr.  McGiuLicuDDY.  No ;  I  know  that  was  in  1901. 

When  did  he  first  commence  to  negotiate  with  the  Morgan  people 
to  take  over  these  properties,  with  a  view  to  the  formation  of  the 
Steel  Corporation? 

Mr.  Eeed,  Sr.  Mr.  Carnegie? 

Mr.  McGiLLicuDDY.  Yes. 

Mr.  Caenegie.  I  never  negotiated  with  him. 

Mr.  McGiLLicuDDY.  Who  did  negotiate  with  him  for  you  ?  Some- 
body must  have  done  so,  because  you  got  together. 

Mr.  Carnegie.  Mr.  Schwab  came  to  me,  as  I  have  told  you  plainly 
heretofore. 

Mr.  McGiLLicuDDY.  I  want  to  know  when  that  was. 

Mr.  Carnegie.  I  can  not  give  you  the  date. 

Mr.  McGiLLicuDDY.  Can  you  tell  somewhere  near  when  it  was? 

Mr.  Carnegie.  It  was  near  January,  1901,  so  the  judge  says.  It 
was  near  there,  somewhere. 

Mr.  McGiLLicuDDY.  Were  there  not  any  negotiations  as  early  us 
1900  with  reference  to  that? 

Mr.  Carnegie.  I  never  heard  of  them. 

Mr.  McGiLLicuDDY.  In  the  year  1900  you  were  taking  a  very  de- 
cided interest  in  the  political  situation  and  opposed,  I  believe,  to  the 
policy  of  imperialism? 

Mr.  Carnegie.  Yes,  sir. 

Mr.  McGiLLicuDDY.  You  were  very  much  interested  in  that? 

Mr.  Carnegie.  I  urged  Mr.  McKinley  never  to  have  anything  to 
do  with  it.    If  we  had  to  do  it  to-day  I  do  not  think  we  would. 

Mr.  McGiLLicuDDY.  For  that  reason,  being  so  much  opposed  to  the 
policy  of  imperialism,  you  were  opposed  to  Mr.  McKinley's  nomina- 
tion and  election  ? 

Mr.  Carnegie.  No,  sir.  I  never  was  opposed  to  Mr.  McKinley  for 
anything. 

Mr.  McGiLLicuDDY.  In  January  of  that  year  did  you  meet  with 
some  anti-imperialists  and  agree  to  put  up  $25,000  if  they  would 
put  up  an  equal  sum,  to  be  expended  in  preventing  his  nomination 
and  election? 

Mr.  Eeed,  Sr.  That  is  objected  to,  Mr.  Chairman,  as  irrelevant  to 
this  whole  inquiry. 

Mr.  McGiLLicuDDY.  It  is  not  irrelevant.  It  leads  up  to  the  forma- 
tion of  this  corporation. 

Mr.  Eeed.  I  fail  to  see  the  connection. 

The  Chairman.  You  will  connect  it,  Mr.  McGillicuddy  ? 

Mr.  McGillicuddy.  Yes.  . 

Mr.  Eeed.  Does  the  committee  overrule  my  objection? 

The  Chairman.  I  overrule  the  objection,  and  if  any  of  the  com- 
mittee  

Mr.  Eeed.  That  is  all  I  have  a  right  to  ask,  Mr.  Chairman.  The 
chairman  speaks  for  the  committee,  as  far  as  I  am  concerned. 

The  Chairman.  You  understand  our  procedure  here? 

Mr.  Eeed.  Yes. 

Mr.  Carnegie.  I  am  not  sure.  I  can  not  tell  you.  I  have  no 
present  recollection.  I  was  chiefly  opposed  to  the  acquisition  of  the 
Philippines;  but  I  can  not  believe  that  I  ever  thought  that  was  suffi- 
cient to  cause  me  to  oppose  Mr.  McKinley  for  President. 
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Mr.  McGiiiicuDDy.  Do  you  not  remember  that  meeting  in  January, 
when  you  agreed  to  make  a  contribution  of  $25,000  if  they  would 
raise  a  similar  amount? 

Mr.  Carnegie.  I  do  not  remember  it. 

Mr.  McGiLLicxJDDT.  Do  you  not  remember  contributing  $15,000 
in  cash  to  it  and  then  stopping? 

Mr.  CAEKEcrE.  I  do  not. 

Mr.  McGiLLicxjDDT.  You  have  no  recollection  of  anything  like 
that? 

Mr.  Carnegie.  Not  the  slightest.    I  have  no  doubt  it  is  true. 

Mr.  McGiLLiouDDY.  You  have  no  doubt  it  is  true  ? 

Mr.  Carnegie.  I  do  not  know. 

Mr.  Reed,  Sr.  Not  against  his  election? 

Mr.  Carnegie.  I  am  sure  I  never  did  do  that  against  Mr.  Mc- 
Kinley's  election. 

Mr.  McGiLLicuDDY.  Did  you  contribute  $15,000  toward  that 
$25,000? 

Mr.  Carnegie.  It  is  possible  that  I  did.  I  do  not  remember  doing 
so ;  but  if  it  was  done,  I  am  very  sure  it  was  to  affect  public  senti- 
ment in  opposition  to  annexing  the  Philippines. 

Mr.  McGiLLicuDDY.  Why  did  you  stop  at  $15,000  and  not  con- 
tribute the  other  $10,000? 

Mr.  Carnegie.  I  do  not  know.  I  have  not  the  slightest  recollection 
of  what  caused  me  to  stop  or  what  caused  me  to  give  it,  except  that 
I  was  so  keen  against  annexing  the  Philippines ;  I  know  that. 

Mr.  McGiLLiouDDY.  Whatever  caused  it,  or  whatever  the  fact  is 
about  it,  you  did,  in  the  fall,  favor  the  election  of  Mr.  McKinley 
very  strongly  ? 

Mr.  Carnegie.  I  think  it  is  impossible  that  I  could  ever  have 
opposed  Mr.  McKinley. 

Mr.  McGiLLiouDDY.  I  say,  you  did  favor  his  election  in  the  fall 
of  1900? 

Mr.  Carnegie.  I  think  I  did. 

Mr.  McGmLicuDDY.  As  a  matter  of  fact,  did  not  some  of  the  Mor- 
gan people  come  to  you  and  insist  that  it  was  necessary  to  have 
Mr.  McKinley  elected,  in  order  to  form  that  Steel  Corporation  after 
he  was  inaugurated,  and  that  it  could  not  be  done  before? 

Mr.  Carnegie.  I  never  heard  of  such  a  thing  in  my  life. 

Mr.  McGiLLicuDDY.  It  was  not  formed  until  after  he  was  elected, 
and  inaugurated? 

Mr.  Carnegie.  You  must  ask  those  who  formed  it  about  that. 

Mr.  McGiLLicuDDY.  He  was  inaugurated  in  March,  1901,  and  Mr. 
Knox  went  into  the  Cabinet  as  his  Attorney  General  in  March,  1901. 
Is  not  that  true  ?    You  know  that  ? 

Mr.  Carnegie.  I  know  that  he  went  into  his.  Cabinet.  I  do  not 
know  the  dates. 

Mr.  McGiLLicuDDY.  The  4th  of  March,  1901,  he  was  inaugurated. 
Within  30  days  of  that  time  your  Steel  Corporation  was  formed, 
was  it  not? 

Mr.  Carnegie.  I  never  had  anything  to  do  with  forming  the  Steel 
Corporation. 

Mr.  McGiLLicuDDY.  Do  you  not  know  that  it  was  formed  then  ? 

Mr.  Carnegie.  Why  do  you  say  "  your  "  Steel  Corporation  ? 
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Mr.  McGiLiJCUDDr.  I  mean  the  Carnegie  Steel  Co.  I  call  it  yours 
because  you  own  54  per  cent  of  it. 

Mr.  Reed,  Sr.  Are  you  referring  to  the  United  States  Steel  Cor- 
poration or  to  the  Carnegie  Steel  Co.? 

Mr.  McGiLLicuDDY.  Both. 

Mr.  Eeed,  Sr.  The  Carnegie  Steel  Co.  was  formed  the  year  before 
that. 

Mr.  McGiLLicuDDY.  The  United  States  Steel  Corporation  took  over 
the  Carnegie  Steel  Co. 

Mr.  Reed,  Sr.  It  was  not  his  corporation. 

Mr.  Carnegie.  I  never  had  a  penny  in  the  Steel  Corporation. 

Mr.  McGiLLicuDDY.  Do  you  not  know  that  it  was  formed  in  April, 
1901,  within  30  days  after  McKinley  was  inaugurated  and  Knox 
went  into  his  Cabinet  in  the  Department  of  Justice? 

Mr.  Carnegie.  I  do  not  Imow  what  date  it  was. 

Mr.  Reed.  The  evidence  shows  it  was  formed  before  that. 

Mr.  McGiLLicuDDY.  What  was  the  date  of  the  formation  of  it? 

Mr.  Reed.  February  2:1,  1901.    That  is  my  recollection. 

Mr.  McGiLLicuDDY.  My  recollection  is  that  it  was  April,  1901. 
The  evidence  will  show,  anyway. 

Mr.  Gardner.  The  underwriting  agreement  is  dated  March  1, 1901. 

Mr.  McGiLLicuDDY.  After  that  corporation  was  formed,  during 
the  entire  McKinley  administration,  while  Mr.  Knox  was  Attorney 
General,  no  prosecution  of  any  kind  was  instituted  against  the 
United  States  Steel  Corporation  that  you  know  of?     That  is  true? 

Mr.  Carnegie.  I  suppose  it  is.     I  never  heard  of  any. 

Mr.  McGiLLicuDDY.  I  say,  just  answer  the  question.  That  will  be 
all.     I  do  not  care  to  have  any  more. 

From  the  time  of  the  formation  of  that  corporation  in  1901  up  to 
last  August,  when  this  committee  had  three  months  of  this  investi- 
gation, there  never  was  a  prosecution  against  that  corporation,  was 
there? 

Mr.  Reed.  Was  there  one  last  August? 

Mr.  McGiLLicuDDY.  Let  him  answer. 

Mr.  Carnegie.  I  can  not  tell  you. 

Mr.  McGiLLicuDDY.  You  do  not  know  of  any  ? 

Mr.  Carnegie.  ^^^Iy  do  you  not  ask  if  I  know  of  any? 

Mr.  McGiLLicuDDY.  I  ask  if  you  know  of  any. 

Mr.  Carnegie.  I  know  of  none.  But  I  do  not  know  that  there  was 
not  any.  "\A1iat  had  I  to  do  with  the  steel  company,  in  which  I  have 
never  owned  a  dollar? 

Mr.  McGiiJ^icuDDY.  That  is  all. 

The  Chairman.  Mr.  Carnegie,  when  you  were  in  the  steel  business 
you  had  a  partnership  most  of  the  time,  and  you  have  spoken  of  the 
advantages  of  a  partnership. 

Mr.  Carnegie.  It  was  a  limited  partnership  under  the  Pennsyl- 
vania laws. 

The  Chairman.  I  understand.  Your  shares  were  in  blocks  of  a 
thousand  dollars  apiece? 

Mr.  Reed.  That  was  the  Carnegie  Co.  of  New  Jersey. 

Mr.  Carnegie.  I  made  them  as  thousand-dollar  shares  so  as  not 
to  render  them  gambling  instruments  in  the  stock  exchange. 

The  Chairman.  I  see.  You  put  them  at  a  thousand  dollars  apiece 
to  keep  them  out  of  the  stock  exchange? 
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Mr.  Carnegie.  As  far  as  I  could. 

The  Chairman.  Why  did  you  want  to  keep  them  out  of  the  stock 
exchange  ? 

Mr.  Carnegie.  Because  I  did  not  want  to  have  partners  that  would 
be  tempted  to  go  into  speculation.  I  never  bought  a  share  in  my  life 
in  the  stock  exchange.  I  never  sold  a  share.  I  have  been,  you  might 
say,  a  monomaniac  on  the  subject  of  speculation.  I  have  never 
touched  it. 

I  will  tell  you.  My  reason  was  this:  Because  my  grandfather,  a 
splendid  man,  was  ruined  in  Scotland  through  speculation,  and  I 
was  brought  up  with  that  knowledge,  and  I  have  never  bought  a 
share  of  stock  long  nor  sold  it  short  in  my  life. 

I  bought  a  lot  of  shares  of  the  Pennsylvania  Railroad  Co.  in  Phila- 
delphia, when  I  was  a  young  man,  having  great  faith  in  it;  and  I 
did  not  pay  for  them  for  30  days  afterwards,  but  the  banker  said  I 
could  pay  for  them  30  days  afterwards. 

That  is  the  only  stock  purchase  I  made  in  my  life  on  the  exchange. 

The  Chairman.  Before  the  Ways  and  Means  Committee  I  find 
this  statement  right  in  line  with  what  you  said : 

I  want  to  say  that  I  am  no  stock  gambler,  and  I  never  in  my  life  associated 
with  stock  gamblers.  *  *  *  j  think  that  the  common  stock  gambler  is  one 
of  the  worst  citizens  that  a  country  can  have.  They  are  parasites,  feeding  upon 
values  and  creating  none. 

Mr.  Carnegie.  Can  you  say  a  better  thing  than  that  ?  [Laughter.] 
"  They  are  parasites,  feeding  on  values  and  creating  none." 

You  said  something  I  had  said  should  be  put  in  marble.  I  think 
that  would  be  a  splendid  thing  to  have  in  the  New  York  Stock  Ex- 
change, in  marble.     [Laughter.] 

The  Chairman.  I  say  amen  to  every  word  of  that. 

Mr.  Carnegie.  Thank  you,  sir. 

The  Chairman.  With  interest. 

Mr.  Carnegie.  Now,  please  let  me  go,  when  we  are  in  this  happy 
mood. 

The  Chairman.  Just  a  moment.  When  you  were  in  the  business, 
did  you  ever  keep  a  large  amount  of  money  on  hand  to  protect  your 
stocks  in  case  they  were  put  on  the  stock  exchange? 

Mr.  Carnegie.  My  stocks  never  were  on  the  stock  exchange. 

The  Chairman.  The  stocks  of  the  Carnegie  Co.  were  never  on  the 
exchange? 

Mr.  Carnegie.  They  were  never  listed  on  the  stock  exchange.  I 
would  not  have  tolerated  that. 

The  Chairman.  Do  you  believe  that  the  law  should  ever  give  a 
company  the  right  to  buy  and  sell  its  own  stocks  ? 

Mr.  Reed.  For  resale  to  its  employees? 

The  Chairman.  For  any  purpose.  I  do  not  care  what  the  pur- 
pose is. 

Mr.  Carnegie.  Do  I  believe  in  what,  Mr.  Chairman? 

The  Chairman.  Do  you  believe  that  we  should  by  law  write  into 
the  charter  of  any  industrial  company  the  right  to  buy  and  sell  its 
own  stocks  on  the  stock  exchange? 

Mr.  Carnegie.  I  have  never  heard  that  question  being  raised.  It 
is  all  new  to  me. 

The  Chairman.  It  is  a  new  question,  and  a  vital  one.  We  are 
preparing  to  propose  laws,  and  you  have  been  advising  ils  about  this 
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commission  and  these  various  things.  Ought  we,  if  we  can,  to  intro- 
duce a  bill  providing  that  a  company  shall  not  be  permitted  to  en- 
gage in  interstate  commerce  that  gambles  in  its  own  stocks  ?  Would 
that  be  a  good  law? 

Mr.  Caenegie.  I  would  like  to  write  you  a  note  upon  that,  after 
I  have  had  an  opportunity  to  think  it  over  for  a  few  days. 

The  Chairman.  I  should  be  very  glad  to  have  you  do  that. 

Mr.  Carnegie.  That  is  a  new  question  to  me.  I  do  not  like  to  jump 
into  new  questions. 

The  Chairman.  Do  you  believe  that  it  is  a  safe  policy  to  the  innocent 
shareholders  who  do  not  gamble,  and  who  believe  gambling  is  mor- 
ally wrong,  and  that  buying  and  selling  of  stocks  is  a  pernicious 
form  of  gambling,  as  I  do,  and  a  disgrace,  just  as  much  as  playing 
poker 

Mr.  Carnegie  (interrupting).  Or  any  other  gambling  game;  cards, 
or  anything  else.  I  have  never  wagered  a  cent  in  my  life.  I  do 
not  want  anybody's  money  that  I  win  by  a  game. 

The  Chairman.  There  may  be  some  people  who  are  under  the 
impression  that  I  am  interested  in  the  short  end  of  the  market. 
[Laughter.] 

Mr.  Eeed,  Sr.  No,  Mr.  Chairman;  but  some  of  us  might  have 
been  surprised  that  a  man  from  Kentucky  should  not  know  how  to 
play  poker.     [Laughter.] 

The  Chairman.  I  do  not  know  how  to  play  poker,  even. 

Mr.  Carnegie.  Neither  do  I. 

Mr.  Reed,  Sr.  It  is  the  men  who  think  they  do  know  how  to  play 
that  get  into  trouble.     [Laughter.] 

The  Chairman.  You  ought  to  see  what  a  poor  game  I  do  play. 
[Laughter.] 

Mr.  Carnegie.  Have  you  found  that  out,  Mr.  Chairman? 
[Laughter.]  I  have  not  even  found  that  out.  I  never  played  a 
game  of  poker  in  my  life. 

The  Chairman.  I  do  not  pose  as  a  saint  at  all,  but  I  have  no 
taste  for  cards.  However,  I  was  speaking  about  stock  gambling. 
Do  you  believe  that,  if  people  have  to  gamble,  it  would  be  better  to 
gamble  on  the  spots  on  a  card,  or  on  the  speed  of  a  horse,  or  on 
something  that  does  not  produce  values,  than  to  gamble  on  bread 
and  meat  and  industrial  stocks? 

Mr.  Carnegie.  I  think  that  they  might  gamble  on  horses  for  fun; 
but  if  a  man  once  begins  it  I  think  the  end  of  that  man  would  prob- 
ably be  his  ruin.  I  have  known  so  many  cases  in  Britain  where 
horse  racing  had  ruined  families. 

The  Chairman.  Do  you  believe  that  if  they  gamble  it  would  be 
better  for  them  to  gamble  on  something  like  that  than  to  gamble  on 
values  and  to  try  to  affect  them  in  that  way  ? 

Mr.  Carnegie.  I  do  not  like  to  draw  distinctions.  The  best  rule 
for  you  is  never  to  gamble  on  anything.     [Laughter.]     I  never  did. 

The  Chairman.  I  have  no  taste  for  that  sort  of  thing. 

Mr.  Carnegie.  Then  do  not  acquire  it.     [Laughter.] 

The  Chairman.  I  can  say  with  you  that  I  never  bought  or  sold 
a  share  of  stock  in  my  lijfe. 

Mr.  Carnegie.  Good !  ' 

The  Chairman.  Do  you  think  the  officers  of  a  company  should  be 
permitted,  under  the  law,  to  buy  and  sell  the  stocks  of  the  company 
of  which  they  are  in  charge? 
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Mr.  Carnegie.  That  I  have  said-  I  would  think  over.  I  do  not 
want  to  express  an  opinion  offhand.  I  have  never  heard  the  question 
put,  and  it  has  bearings  several  ways. 

The  Chairman.  Have  you  ever  made  any  study  of- this  question? 
Have  you  any  idea  or  do  you  know  to  what  extent  the  industrials  of 
this  country  have  been  affected  by  this  habit  of  buying  and  selling 
their  stocks  on  the  exchange? 

Mr.  Carnegie.  No ;  I  do  not.  It  has  been  flashing  across  my  brain 
since  you  spoke  that  I  can  see  where  that  could  lead  to  great  abuses — 
the  power  to  buy  and  sell  their  own  stocks.  I  can  see  that,  the  last 
minute  or  two  that  I  have  been  thinking  about  the  matter,  since  you 
suggested  it.  I  can  see  that  it  might  lead  to  very  disastrous  conse- 
quences. It  puts  temptations  in  the  way  of  officials  of  the  company 
to  gamble. 

The  Chairman.  For  instance,  take  this  sort  of  a  case :  If  the  stock- 
holders in  a  company  or  the  directors  of  a  company  declare  a  dividend 
out  of  their  capital,  instead  of  out  of  their  earnings,  it  would  be  a 
very  serious  offense. 

Suppose,  instead  of  doing  that,  they  would  artificially  boost  those 
stocks  on  the  market — "  bull "  them — until  they  sold  at  a  fictitious 
price.  Would  not  that  have  the  same  effect,  as  far  as  the  share- 
holders were  concerned? 

Mr.  Carnegie.  Quite  so.  Anything  that  will  stop  the  gambling 
spirit  I  would  favor.  My  impression  now  is  that  it  would  be  wise 
to  prohibit  them  from  doing  so. 

The  Chairman.  I  think  so. 

Mr.  Carnegie,  we  are  very  grateful  to  you  for  your  kindness,  and 
we  will,  if  you  so  desire,  excuse  you. 

Mr.  Carnegie.  Gentlemen,  allow  me  to  say  one  word  to  you. 

I  came  down  here  dreading  the  publicity  of  going  over  all  of  these 
matters,  and,  speaking  frankly,  regarded  it  as  something  of  an  ordeal. 

Now,  to  tell  the  truth,  I  have  e'njoyed  my  time  here  with  you. 

I  depart  with  this  hope — and,  Mr.  Gardner,  you  are  a  fellow- 
traveler  with  me  along  the  lines  of  thought  we  were  discussing,  and 
I  hope  you  will,  with  all  the  other  members  of  the  committee,  care- 
fully think  over  the  plans  that  I  would  suggest  to  you  in  your 
difficulties,  and  that  is :  To  take  one  step  at  a  time,  get  this  commis- 
sion organized,  and  await  results. 

Gentlemen,  when  shall  we  meet  again?  I  shall  miss  your  happy, 
smiling  faces  and  all  the  pleasure  that  I  have  had  with  you. 

The  Chairman.  The  latchstring  is  always  on  the  outside,  whenever 
you  wish  to  come,  Mr.  Carnegie.    [Laughter.] 

Mr.  Carnegie.  If  I  get  another  paper  with  that  famous  signature 
of  yours,  I  shall  be  at  your  disposal — provided  my  counsel  does  not 
object.    [Laughter.] 

Good-by. 

The  Chairman.  I  have  here  the  petition  and  answer  in  this  Frick 
suit,  which  I  wish  to  put  in  the  record.  Also,  the  Good  letter  and 
the  MacRae  letter. 

Whereupon,  at  5.45  o'clock  p.  m.,  the  committee  adjourned  sub- 
ject to  the  call  of  the  chairman. 
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A  British  View  of- the  Steel  Corpobation. 
[By  T.  Good.] 

The  iron  and  steel  industry,  from  mining  the  ore  to  putting  the  finest  wire  in 
a  musical  instrument,  or  from  smelting  the  pig  iron  to  building  a  huge  ship  and 
her  engines,  constitutes  a  group  of  the  most  interesting  and  highly  skilled  occu- 
pations mankind  has  yet  indulged  in,  and  is,  next  to  agriculture,  the  world's 
most  important  productive  industry.  Even  in  the  United  Kingdom,  so  famed 
for  its  cotton  and  woolen  trades,  the  metal  group  of  industries  beat  the  textile 
group  at  the  last  census  (1901),  measured  by  the  number  of  persons  employed, 
while  in  wages  paid,  in  skill  required  and  displayed,  in  capital  invested,  in 
value  of  goods  produced,  and  in  general  economic  importance,  iron  stands  out 
above  all  other  manufacturing  trades.  So  it  is  in  America  and  Germany,  and 
the  world's  demand  for  iron  products  seems  to  increase  more  rapidly  than  its 
demand  for  any  other  class  of  commodities.  When,  therefore,  we  find  one 
country  (the  United  States)  producing  more  iron  and  steel  than  any  other 
two  or  three  countries;  when  we  find  the  actual  productive  capacity  of  this 
country  equal  to  that  of  the  next  three  or  four  countries  combined  and  being 
still  further  increased,  and  when  we  find  one  company  (the  United  States  Steel 
Corporation)  aiming,  apparently,  at  a  monopoly  of  the  entire  iron  and  steel 
industry  of  this  great  country,  and  actually  controlling  half  the  trade  and 
owning  half  the  capacity  of  production,  the  progress,  position,  and  prospects 
of  this  huge  and  ambitious  corporation  become  matters  of  high  national  and 
international  concern.  At  any  rate,  no  apology  need  be  offered  for  presenting 
a  brief  review  and  criticism  of  the  American  steel  trade  in  general,  and  of  the 
big  Steel  Trust  in  particular,  from  a  purely  British  point  of  view. 

Let  us  take  a  glance  backward.  The  history  of  the  iron  trade,  especially  in 
America,  is  marked  almost  throughout  by  violent  fluctuations  in  demand  and 
supply,  in  prices  and  profits,  with  all  their  accompanying  hardships  inflicted 
upon  labor  and  capital,  upon  workmen  and  manufacturers,  to  say  nothing  of 
the  losses  and  inconveniences  of  consumers.  The  fits  and  starts  and  panics 
which  have  characterized  the  iron  industry  may  have  yielded  fortunes  for  the 
few,  but  they  have  imposed  miseries  upon  the  many.  The  need  of  some  means 
or  method  by  which  such  fluctuations  might  be  moderated  was  long  and  keenly 
felt.  For  this  reason,  if  for  no  other,  the  alms  and  objects  of  the  organizers 
of  the  Steel  Trust  merit  sympathetic  consideration.  To  have  brought  every 
phase  of  steel  production,  from  mining  raw  ore  to  selling  the  finished  goods, 
under  a  single  maniigemeut,  carefully  to  ha^e  regulated  prices  and  business, 
to  have  economized  mining,  transit,  and  manufacturing  costs;  to  have  given 
fair  dividends  to  investors,  fair  wages  and  regular  employment  to  workmen, 
and  to  have  developed  the  great  natural  resources  and  expanded  the  industry 
and  commerce  of  the  vast  United  States — all  this  would  have  been  beneficent 
work  as  well  as  good  business,  if  successfully  accomplished. 

But  by  what  methods  hare  the  directors  of  the  Steel  Trust  sought  to  attain 
their  objects,  and  what  are  the  results  of  their  policy?  Since  the  Steel  Trust 
began  business  10  years  ago  much  new  capital  has  been  attracted  to  the 
American  iron  and  steel  industry,  many  new  furnaces  and  mills  have  been 
erected,  output  has  been  largely  increased,  prices  have  never  been  put  to  an 
extremely  high  or  permitted  to  fall  to  an  extremely  low  level.  During  the 
great  pressure  of  1901  and  1902  the  trust  directors  refused  to  put  prices  as 
high  as  they  might  have  done;  and  in  the  depression  following  October,  1907, 
they  as  resolutely  refused  to  reduce  prices  to  panic  figures.  The  directors  have 
endeavored,  with  some  show  of  success,  to  have  a  price-maintenance  under- 
standing with  their  independent  rivals  at  home.  They  are  now  trying  to  culti- 
vate cooperation  with  their  competitors  abroad.  We  may  give  the  trust  and 
its  directors  full  credit  for  all  this,  but  we  can  not  refrain  from  looking  at  the 
other  side  of  tlie  picture. 

It  may  be  recalled  that  the  United  States  iron  and  steel  industry,  with  all 
its  faults  and  defects,  prospered  and  progressed  before  the  advent  of  the  Steel 
Trust.  Fresh  capital  was  invested,  new  furnaces  were  erected,  production  was 
increased,  wages  went  up,  and  manufacturing  costs  went  down,  mechanical 
efficiency  reached  a  high  pitch,  and  the  American  steel  trade  became  the 
wonder  of  the  world,  before  the  Steel  Trust  was  organized.  In  the  closing 
years  of  the  nineteenth  century  pig  iron  was  produced  and  steel  was  manu- 
factured in  the  United  States  at  a  sjjeed,  on  a  scale,  with  an  eflBciency  and  an 
economy   which   had   never  been   equaled — certainly   never    surpassed — ^in  the 
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history  of  the  trade  In  any  other  country.  European  iron  and  steel  makers 
became  alarmed.  One  of  the  greatest  Englisli  authorities  said  that  there 
seemed  to  be  nothing  to  prevent  America  from-  flooding  the  world's  markets 
with  cheap  steel.  One  of  the  greatest  American  authorities  boldly  declared 
that  the  United  States  would  annex  the  world's  export  trade  in  iron  and  steel, 
So  alarmed  were  we  in  England  that  one  of  our  leading  public  men  cried  out 
that  our  only  hope  of  salvation  lay  In  becoming  an  American  colony.  It  was 
roundly  asserted  that  the  United  States  possessed  such  inexhaustible  natural 
resources,  such  cheap  transit,  such  manufacturing  competency,  and  such  busi- 
ness ability  that  we  In  the  old  country  could  hot  hope  to  withstand  American 
competition. 

Financially,  industrially,  and  commercially  the  United  States  iron  and  steel 
trade  took  almost  giant  strides  before  the  Steel  Trust  was  born.  In  three 
years — between  1897  and  1900 — American  export  of  iron  and  steel  went  up  by 
very  nearly  100  per  cent,  and  it  seemed,  indeed,  that  America  was  destined  to 
annex  the  world's  trade.  Such  was  the  position,  and  such  were  the  prospects, 
prior  to  the  organization  of  the  Steel  Trust.  What  is  the  position,  and  what 
are  the  prospects  to-day,  after  10  years  of  Steel  Trust  operations? 

Briefly,  the  facts  are  these :  Britain  and  Germany,  between  them,  are  doing 
In  tonnage  six  times  as  much  and  In  value  eight  times  as  much  business  in  the 
exportation  of  iron  and  steel  products  as  the  United  States,  although  their 
combined  productive  capacity  is  considerajDly  less  than  that  of  the  latter. 
Although  America  has  furnaces  and  rolling  mills  enough  to  undertake  about 
nine-tenths  of  the  world's  export  trade,  in  addition  to  supplying  her  own  wants, 
she  is  content  with  about  one-tenth  of  the  total.  There  is  a  world's  export  " 
trade  in  iron  and  steel  amounting  to  something  like  14,000,000  tons  a  year.  Of 
that  total  America  claims  only  1,500,000.  America,  with  an  iron-and-steel-works 
capacity  almost  equal  to  that  of  all  other  countries  put  together — America  who 
10  years  ago  boasted  the  greatest  natural  resources  and  lowest  manufacturing 
costs  of  any  iron  country. 

Since  the  Steel  Trust  was  organized,  for  every  dollar's  worth  of  American 
iron  and  steel  sold  in  neutral  markets  there  has  been  sold  a  sovereign's  worth 
of  British  iron  and  steel.  And  our  American  friends  can  no  longer  offer  the 
explanation  or  excuse  that  they  are  too  busy  meeting  home  demands  to  trouble 
about  foreign  business.  Never  since  October,  1907,  have  the  United  States  steel 
producers  been  anything  like  adequately  employed  on  home  account.  Tens  and 
even  hundreds  of  millions  of  dollars'  worth  of  plant  and  machinery  have  been 
standing  idle  in  the  American  iron  and  steel  industry  for  three  and  a  half 
years — not  obsolete  plants  and  machinery,  but  huge,  costly,  ui)-to-date  furnaces 
and  steel  mills.  To-day  the  United  States  has  an  Iron  and  steel  capacity  unem- 
ployed nearly  equal  to  the  entire  working  capacity  of  the  United  Kingdom. 

Nowhere  within  the  four  corners  of  the  United  States  is  there  the  shadow  of 
a  sign  of  a  demand  equal  to  the  full  employment  of  the  works  in  that  country. 
Productive  capacity  has  been  pushed  millions  and  millions  of  tons  beyond  con- 
sumptive requirement,  yet  no  effort  is  made  to  find  full  employment  by  exporta- 
tion. There  Is  plenty  of  export  trade  to  be  had.  The  world's  export  trade  is 
available  for  the  strongest  competitor — in  other  words,  for  the  country  which 
can  produce  and  sell  cheapest.  Who  would  have  believed  10  years  ago  that  we 
should  ever  have  the  spectacle  of  one-third  of  America's  furnaces — one-third  of 
a  33,000,000-ton  annual  capacity,  measured  in  terms  of  pig  Iron — standing  Idle 
month  after  month  while  alleged  played-out  Britain  and  despised  Germany 
worked  practically  at  full  capacity  and  exported  between  them  nearly  10,000,000' 
tons  of  iron  and  steel  In  a  year?  Ten  or  twelve  years  ago  there  seemed  to  be 
every  prospect  that  America  would  take  first  place  in  the  steel-exportation  busi- 
ness as  well  as  in  point  of  production;  but  America  remained  and  is  likely  to 
remain  a  bad  third  in  the  International  race.  Why  Is  this  so?  Is  it  not  re- 
markable that  the  prestige,  powers,  and  prospects  of  the  United  States  in  the 
International  steel  trade  have  diminished  during  the  decade  which  has  elapsed 
since  the  Steel  Trust  was  organized?  In  no  important  group  of  Industries  In 
any  country  have  the  costs  of  production  gone  up  so  rapidly  and  substantially 
these  last  10  or  12  years  as  in  the  United  States  iron  and  steel  trade.  It  Is 
this  increase  in  cost  which  has  impaired,  if  not  destroyed,  America's  chances  of 
dominating  the  world's  steel  trade.  And  this  Increase  In  costs  has  coincided 
with  the  operations  of  the  Steel  Trust. 

It  would  not  be  fair,  perhaps,  to  charge  the  Steel  Trust  with  all  the  mischief, 
but  that  a  very  large  proportion  of  the  Increased  costs  of  production  is  due  to- 
the  policy  of  the  trust  admits  of  no  manner  of  doubt  or  question.    It  is,  indeed^ 
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a  demonstrable  fact  that  the  trust  has  done  more  hann  than  good,  from  an 
American  point  of  riew;  that  it  has  burdened  and  handicapped  the  United 
States  steel  trade  and,  incidentally,  given  Britain,  Germany,  and  other  conn- 
tries  a  better  chance  in  the  race.  Last  year  (1910)  British  iron  and  steel 
exports  were  further  in  advance  of  those  of  America  than  they  were  in  1900. 
the  year  before  the  Steel  Trust  got  down  to  business,  while  German  exports, 
which  were  about  30  per  cent  below  those  of  the  United  States  In  1900,  are  now 
s<jmething  like  -^'-lO  per  cent  above  them.     Here  are  the  bald  figures : 


Iron  and  steel  exports  barn- 


United  tTnited    I  „ 

States.       Kingdom.  ;  ""^"^ 


Tom.  Tmt.     .UtMcUmt. 

19m 1.1.34.000      3.213,000  838,000 

1910 1,5.^5.000       i,5W,000         4,8fil,(iaD 

While  in  Britain  and  Germany  the  actual  costs  of  producing  iron  and  steel 
goods  are  no  higher  now  than  they  were  10  or  12  years  ago.  In  the  United  Stutes 
they  are  very  much  higher.  For  example,  in  1S99  It  was  calculated  that  steel- 
making  pig  iron  was  produced  In  the  United  States  $5  per  ton  cheaper  than  in 
.England  and  that  standard  steel  rails  were  manufactured  $7  per  ton  cheaper 
there  than  in  the  old  country.  Before  the  Steel  Trust  was  organized  the  costs 
of  producing  pig  iron  had  been  got  down  as  low  as  SS  per  ton,  and  Amerlcari 
costs  all  along  the  line,  from  mining  ore  to  rolling  rails,  plates,  and  structural 
materials,  were  at  a  level  which  defied  British  competition;  and  if  America's 
productive  capacity  had  been  sufficiently  in  advance  of  her  domestic  require- 
ments she  would,  no  doubt,  have  beaten  our  coimtiy  in  the  exportation  bnslness. 

At  that  time  United  States  costs  were  low  enough,  but  the  furnaces  and  the 
mills  were  not  numerous  enough  to  enable  that  country  to  indulge  in  a  big  export 
trade.  Now,  that  America  has  any  amount  of  furnaces  and  mil!s  in  excess  of 
home  demands — enough  idle  plants  to  do  nearly  the  whole  of  the  world's  export 
trade — she  finds  her  manufacturing  costs  so  far  above  those  of  her  British  and 
German  rivals  that  she  can  not  obtain  more  than  a  very  small  amonnt  of  export 
business,  and  so,  perforce,  her  costly  plants  must  stand  unemployed.  Between 
two  and  three  years  ago.  In  their  evidence  before  the  VTays  and  Means  Com- 
mittee, leading  American  iron  and  steel  producers  had  to  admit  that  within  30 
years,  namely,  between  lS9fj  and  1908,  the  cost  of  making  pig  iron  for  the  steel 
mlUs  had  increased  from  about  $S  to  ^4  a  ton;  the  cost  of  rail  manufacture. 
despite  mechanical  improvements,  had  advanced  more  than  $5  per  ton;  and 
that  of  other  steel  products  in  proportion.     How  is  this? 

The  Steel  Trust  directors,  in  their  efforts  to  absorb  all  the  best  plants  in  the 
United  States,  paid  extravagant  prices  for  some  of  them.  They  pUed  upon 
their  industry  an  enormous  load  of  bocd^.  They  tried  to  buy  or  lease  aD  the 
best  iron-ore  reserves  in  the  coimtry,  and  their  efforts  in  that  direction  resulted 
in  mining  royalties  l>eing  forced  to  a  ridiculous  height.  They  boasted  of  their 
huge  profits,  and  that  created  an  unanswerable  demand  for  artificially  hl^ 
wages  and  salaries.  From  the  moment  that  the  Stee;  Trust  got  to  work  the 
American  iron  and  steel  industry  was  diverted  from  natural  to  unnatural 
developments :  costs  and  prices  of  raw  materials  were  inflated,  progress  toward 
economy  was  arrested,  retrogression  set  In.  and  America's  rosy  chances  of 
annexing  the  world's  export  trade  were  shattered.  The  Steel  Tmst,  while 
sr>ending  large  amounts  of  money  on  new  plants  and  extensions,  preparing  for 
the  conduct  of  an  almost  fabulous  business,  at  the  same  time  forced  up  capital 
charges,  rents,  royalties,  co.?ts  of  raw  materials,  wages,  and  general  manufac- 
turing expenses  to  such  a  height  as  to  render  a  big  or  profitable  export  business 
in  competition  with  other  countries  impossible. 

Thus  it  comes  about  that  the  Steel  Trust  has  justified  neither  the  hopes  that 
it  raised  at  home  nor  the  fears  It  inspired  abroad.  It  has  not  strengthened 
the  .American  iron  and  steel  industry.  It  has  done  nothing  to  Increase  the 
United  States  share  of  the  world's  business.  It  has  in  no  way  reduced  British 
exports  or  prevented  the  growth  of  those  of  Germany.  The  trust  has  not 
secured  a  monopoly  In  its  own  country  in  respect  either  of  manufacturing 
plants  or  supplies  of  raw  materiaL     Contrary  to  all  the  high  anticipations  and 
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loud  "boastings  with  whicti  it  \sas  launched,  it  has  proved  neither  a  strong 
competitor  in  the  world's  markets  nor  even  a  good  dividend  earner  for  its 
shareholders.  Spread  over  the  full  10  years  of  its  existence,  its  common  and 
preferred  shareholders  between  them  have  had  only  an  average  of  4}  per  cent 
per  annum  on  their  capital.  A  considerable  proportion  of  the  profits  realized 
has  goile  in  building  new  plants  which  are  not  required;  and  now,  with  manu- 
facturing costs  so  much  higher  and  selling  prices  so  much  lower  than  in  the 
early  years,  with  the  real  profits  of  the  trust,  both  per  ton  of  work  and  per 
unit  of  capital,  diminishing,  there  is  no  prospect  of  this  concern  paying  large 
dividends  in  the  future. 


New  Tobk,  Deeemier  4<  1911. 
Hon.  Augustus  O.  Stanley, 

Chairman  Special  Committee  on  Investigation  of 

United  States  Steel  Corporation,  Washington,  D.  C. 

Deab  Sib  :  Since  submitting  my  last  written  report  to  you  under  the  date  of 
August  2.  1911,  I  desire  to  report  further,  for  the  information  of  the  committee, 
as  follows : 

At  your  request  I  attended  the  hearings  of  the  committee  in  the  municipal 
chamber  in  the  New  York  City  Hall  on  August  3,  4,  and  5;  and,  under  your 
instructions,  I  went  to  Washington  on  August  7  and  attended  the  hearings 
there  on  August  8,  9,  10,  11,  and  12. 

On  Monday,  August  14,  as  directed  by  yon,  I  called  on  Mr.  Herbert  Knox 
Smith,  Commissioner  of  Corporations,  to  obtain  from  him  certain  accounts  and 
other  data  in  his  office,  which,  under  the  consent  given  to  the  committee  by  the 
President,  was  to  be  placed  at  the  disposal  of  the  committee;  and  on  that  day 
I  handed  you  a  written  report  of  my  request  and  Mr.  Smith's  reply  thereto,  as 
follows : 

"On  the  14th  day  of  August,  1911,  Mr.  MacRae  called  on  the  Commissioner  of 
Corporations,  Mr.  Herbert  Knox  Smith,  accompanied  by  Miss  Mumie  Mahler, 
and  requested  Mr.  Smith  to  furnish  him  (Mr.  MacRae)  with  a  copy  of  his 
(Mr.  Smith's)  requests  upon  the  Steel  Corjjoration  for  books,  documents,  or  in- 
formation by  tlie  end  of  the  week. 

"Mr.  MacRao  also  requested  Mr.  Smith  to  furnish  him  with  the  trading  and 
profit-and-loss  accounts  of  the  various  subsidiary  companies  of  the  United 
States  Steel  Corporation,  which  he  understood  had  been  submitted  to  him  by 
the  United  States  Steel  Corporation.  Mr.  Smith  said  that  such  information  as 
he  had  in  his  possession  respecting  this  matter  was  only  fragmentary. 

"  Mr.  MacRae  requested  Mr.  Smith  to  furnish  him  with  the  production  cost 
of  the  principal  products  of  the  Steel  Corporation.  Mr.  Smith  said  that  the 
data  furnished  in  this  respect  by  the  Steel  Corporation  had  been  returned  to  it 
and  he  only  had  copies  in  his  possession,  and  Jhat  his  figures  In  this  regard 
when  published  would  be  composite  costs  of  the  steel  company  and  other  inde- 
pendent companies  amalgamated  with  statistics  or  data  compiled  from  the  Iron 
Age  and  other  trade  journals.  I  understood  him  to  say  that  it  would  be  several 
montha  before  this  information  would  be  published  and  available." 

On  August  15  to  23,  inclusive,  I  attended  at  the  office  of  the  corporation  in 
New  York  and  directed  the  compilation  of  the  accounts  and  the  examination  of 
the  minutes  of  the  subsidiary  companies,  and  I  was  also  in  Washington  in  con- 
ference with  you  regarding  the  subjects  then  under  investigation  and  the  evi- 
dence sought  to  be  procured  from  the  Commissioner  of  Corporations,  and  I 
again  called  upon  the  said  commissioner  and  handed  you  the  following  memo- 
randum as  the  result  of  my  visit : 

"  The  requests  made  on  the  United  States  Steel  Corporation  by  the  Bureau  of 
Corporations  comprise  seven  books,  or  about  700  pages.  The  requests  princi- 
pally relate  to  mill-cost  sheets  of  the  various  products  in  minute  detail,  profit- 
and-loss  statements,  and  '  orders '  and  '  bookings '  of  sales  for  the  various  com- 
panies, all  of  which  have  been  returned,  in  accordance  with  the  agreement, 
and  receipts  signed  by  the  commissioner  or  his  assistants,  a  copy  of  which 
receipt  is  as  follows : 

"  Received  of  United  States  Steel  (3orporation  schedule  and  statistical  state- 
ments covering  operations  of Co.  properties  fot  the  year ,  as  enumer- 
ated in  schedules  annexed  hereto. 

"  The  schedules  and  statistical  statements  above  referred  to  are  received  on 
the  understanding  that  they  are  merely  loaned  to  me  for  my  inspection  and  con- 
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sideration,  that  I  will  not  make  literal  copies  thereof  for  the  files  of  any  de- 
partment of  the  United  States  Government,  aifd  that  said  schedules  and  state- 
ments will  be  returned  to  the  United  States  Steel  Corporation  as  soon  as  I 
have  completed  inspection  of  same,  and  in  any  event  prior  to ." 

Under  my  direction  a  copy  of  the  requests  made  by  the  Bureau  of  Corpora- 
tions on  the  United  States  Steel  Corporation  was  made,  and  is  now  in  your 
possession. 

Prom  August  24  to  the  present  time  I  have  attended  at  the  office  of  the  cor- 
poration in  New  York  (except  on  September  12  to  15,  September  23  to  26,  ana 
November  9  to  10,  when  I  was  in  Washington  in  consultation  with  you)  in  the 
preparation  of  the  accounts  and  the  examination  of  the  minute  books  of  the 
various  companies  and  investigation  of  other  matters  in  the  interests  of  the 
committee. 

Many  delays  of  one,  two,  or  three  days  at  a  time  occurred  in  furnishing  the 
minute  books  of  the  subsidiary  companies  for  the  reason,  as  stated  by  Mr. 
Boiling,  that  he  or  some  other  representative  of  the  company  has  to  read  all 
books  before  permitting  me  to  examine  them,  and  had  to  get  the  consent  of  the 
former  officials  or  directors  of  the  subsidiary  companies  before  permitting  me 
to  examine  them.  And  on  or  about  the  14th  of  October  I  expressed  to  Mr. 
Boiling  my  dissatisfaction  with  the  progress  I  was  making  in  the  examinatiou 
of  the  minutes  of  the  various  subsidiary  companies,  owing  to  the  slowness  in 
delivering  the  said  minutes,  and  the  delays  between  the  time  of  finishing  the 
reading  of  one  set  of  minutes  and  the  production  of  another  set.  I  stated  that 
I  would  take  Mr.  Ernest  from  the  work  of  reading  the  minutes  and  detail  him 
to  some  other  duties  until  such  time  as  Mr.  Boiling  could  have  sufficient  sets 
of  minutes  ready  for  inspection  to  allow  the  examination  to  be  taken  up  and 
proceed  with  some  degree  of  rapidity. 

On  October  30  I  informed  Mr.  Boiling  that  I  was  ready  to  have  Mr.  Ernest 
proceed  with  the  reading  of  the  minutes,  and  on  October  31  Mr.  Boiling  in- 
formed me,  through  Mr.  Winslow,  that  owing  to  the  press  of  business  due  to 
the  Government  against  the  Steel  Corporation,  and  in  the  absence  of  Mr. 
MacVeagh,  that  he  had  been  unable  to  read  any  of  the  minutes,  and  he  re- 
quested a  further  delay  until  he  could  be  at  liberty  to  do  so. 

On  November  8  I  received  the  following  letter  from  the  United  States  Steel 
Corporation,  signed  by  their  attorney,  Mr.  Raynal  C.  Boiling: 

November  8,  1911. 
Dear  Sie  :  Before  asking  that  we  furnish  you  further  data,  such  as  minutes 
and  other  records,  might  it  not  be  well  for  you  to  ascertain  what  are  tht- 
views  of  Mr.  Stanley  with  respect  to  the  propriety  of  a  request  for  this  data, 
now  that  the  United  States  Steel  Corporation  and  Its  subsidiary  companies,  as 
well  as  a  number  of  individuals  connected  with  the  corporation,  have  been  made 
defendants  in  an  action  brought  by  the  Government?  "May  not  Mr.  Stanley 
feel  that,  with  i)roper  respect  for  the  courts  and  regard  for  the  rights  of  de- 
fendants therein,  evidence  ought  not  to  be  requested  by  an  investigating  com- 
mittee from  defendants  during  the  progress  of  court  proceedings? 
Very  truly,  yours, 

Raynal  0.  Bollinq. 
Mr.  P.  J.  MacRae, 

68  William  Street,  New  York  City. 

In  response  to  a  telephonic  communication  from  you  I  went  to  Washington 
on  November  9  to  consult  with  you,  and  on  November  10  the  following  letter 
was  addressed  by  you  to  Mr.  Raynal  C.  Boiling: 

November  10,  1911. 
Mr.  Raynal  C.  Bollinq, 

Assistant  General  Solicitor,  United  States  Steel  Corporation, 

11  Broadway,  'Sew  York  Oity. 

Dear  Sib  :  Your  favor  of  November  8,  addressed  to  Mr.  F.  J.  MacRae,  has  just 
been  brought  to  my  attention,  in  which  you  suggest  that  Mr.  MacRae  ascertain 
my  views  in  respect  to  the  propriety  of  his  request  for  certain  data  necessary 
to  complete  the  investigation  of  the  books  of  the  Steel  Corporation  as  author- 
ized by  the  committee.  Mr.  MacRae's  duties  with  this  committee  are  in  no 
way  affected  by  the  action  brought  by  the  Department  of  Justice. 

I  am  of  the  opinion  that  neither  the  Department  of  Justice  nor  any  member 
of  this  committee  regard  Mr.  MacRae's  requests  as  in  any  way  evidencing  a 
lack  of  respect  for  the  courts  or  regard  for  the  rights  of  defendants  therein. 
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I  Sincerely  hope  that  upon  receipt  of  this  communication  Mr.  MacRae  will 
not  be  further  delayed  In  his  endeavor  to  complete  this  examination. 
Yours,  very  truly, 

A.  O.  Stanley. 

On  November  17  Mr.  Boiling  informed  me  that  he  would  turn  over  for  my 
inspection  the  minutes  of  the  Oliver  Iron  Mining  Co.,  aM  would  furnish  such 
other  minutes  as  have  tieen  asked  for  in  due  course  of  time  after  they  had  been 
read  by  some  representative  of  the  Steel  Corporation. 

On  November  29,  upon  receipt  of  a  telephonic  communication  from  you,  I 
went  to  the  office  of  the  corporation  and  saw  Mr.  Winslow,  and  made  the  same 
request  that  I  have  made  every  day  for  the  past  several  weeks,  to  wit,  that  he 
see  Mr.  Filbert  and  get  for  me  the  explanation  of  certain  adjustments  In  the 
making  up  of  the  annual  reports  of  the  United  States  Steel  Corporation,  which 
it  is  necessary  for  me  to  have  in  order  to  complete  my  figures.  I  also  stated 
that  I  have  received  a  request  from  you  to  furnish  the  data  regarding  the  cost 
of  production  of  principal  products  of  the  corporation  and  also  the  minutes  of 
such  companies  as  have  not  already  been  supplied.  Mr.  Winslow,  on  behalf 
of  the  United  States  Steel  Corporation,  replied  that  Mr.  Gary,  Mr.  Filbert,  and 
Mr.  Boiling  were  in  Washington,  and  that  Mr.  Boiling  had  stated  to  him  yes- 
terday afternoon  that  on  account  of  the  time  taken  in  complying  with  the 
demands  of  the  Senate  investigating  committee  and  the  work  in  connection  with 
the  Government  suit  that  nothing  could  be  done  in  compliance  with  the  demands 
of  the  committee  through  me  at  that  time. 

Requests  for  data  made  by  Mr.  MacRae  and  disposition  of  the  same  by  the 
corporation. 

As  directed  by  you,  I  made  a  copy  of  the  voucher  for  $10,000  referred  to  in 
the  examination  of  Mr.  George  W.  Perkins,  which  was  furnished  to  me  as 
follows : 

Philadelphia,  Pa.,  Septem'ber  19,  190.i. 
TTnited  States  Steel  Coeporation. 

My  Deab  Sirs  :  I  inclose  herewith  the  Republican  national  committee's  receipt 
for  your  subscription  to  the  campaign  fund. 

Respectfully,  yours,  E.  T.  Stotesbuby, 

Ohadrmaii. 

[Inclosure.l 

Republican  National  Committee, 
Madison  Square,  Neiv  York,  September  17,  IQOJ/. 
Received  from  United  States  Steel  $10,000. 

C.    H.    DXTEL, 

Assistant  Treasurer. 
(Press  of  40  Nassau  Street.) 
Note. — B.  T.  Stotesbury  Is  a  member  of  the  firm  of  J.  P.  Morgan  &  Co. 

2.  I  was  furnished  with  document  marked  "  Exhibit  U,"  which  is  a  statement 
of  the  companies  whose  stocks  are  owned  by  the  United  States  Steel  Corpora- 
tion, together  with  the  capital  stock  of  those  companies  and  their  capital 
indebtedness. 

3.  I  was  furnished  with  Exhibit  T,  which  is  a  list  of  plants  and  properties 
acquired  by  the  United  States  Steel  Corporation  or  its  subsidiary  companies  -on 
its  Incorporation  or  by  purchase  since,  which  have  been  sold,  dismantled,  or 
otherwise  disposed  of. 

4.  I  have  requested  a  statement  of  the  cost  of  production  of  the  principal 
products  of  the  company,  which  has  been  promised  but  has  not  yet  been  fur- 
nished. 

5.  I  have  requested  the  annual  reports  of  the  subsidiary  companies.  These 
annual  reports  would  show  the  assets  and  liabilities  and  the  profit  and  loss 
accounts.  The  corporation  furnished  me  the  balance  sheets  showing  the  assets 
and  liabilities  of  the  various  companies  as  of  December  31,  1910,  but  they  de- 
murred to  furnishing  the  trading  and  profit  and  loss  statements  of  these  com- 
panies for  nine  years  and  nine  months,  in  accordace  with  my  request  set  forth 
in  my  report  to  the  committee  July  18,  1911,  unless  I  signed  a  receipt  similar 
to  that  signed  by  Mr.  Smith,  which  is  referred  to  above. 

There  was  considerable  delay  and  discussion  with  the  officials  and  attorneys 
of  the  United  States  Steel  Corporation,  which  I  duly  reported  to  you  in  person 
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and  by  letter  and  telegraph,  and  thereafter,  on  August  25,  1911,  you  Instructed 
me  by  telegraph  as  follows: 

"Am  surprised  and  exceedingly  regret  that  any  restrictions  are  placed  upon 
profit  and  loss  sheets  of  subsidiary  companies;  suggest  you  examine  these 
papers  under  terms  and  conditions  named  in  Mr.  Boiling's  letter  of  the  24th 
instant,  with  distinct  Understanding  that  committee  is  not  in  any  manner  what- 
soever precluded,  even  by  inference,  from  issuing  such  process  as  its  chairman 
may  deem  proper  for  the  production  of  these  papers  when  the  committee  re- 
sumes its  sitting. 

"A.  O.  Stanley." 

On  August  2S  Mr.  Boiling  agreed  to  give  me  the  trading  and  profit  and  loss 
statements  upon  condition  that  I  sign  the  receipt  copied  below,  which,  In 
accordance  with  the  directions  in  your  telegram  above,  I  signed,  as  follows : 

"  Received  of  United  States  Steel  Corporation  profits  and  loss  statements  of 
the  subsidiary  companies  of  the  United  States  Steel  Corporation  for  the  year 
19—,  as  follows:     *    *    » 

"  These  statements  are  received  upon  the  condition  that  they  are  merely 
submitted  to  me  for  inspection,  and  I  will  not  make  literal  copies  thereof  for 
any  purpose  whatever,  and  I  will  not,  either  in  my  report  or  in  any  other 
manner,  make  public  the  record  given  in  said  statement  with  respect  to  the 
gross  or  net  profits  or  other  details  of  any  particular  company;  but  it  Is  also 
understood  that  their  acceptance  upon  these  conditions  is  not  to  be  deemed  Id 
any  way  a  waiver  of  any  riglit  to  obtain  them  by  subpoena  which  the  committee 
may  have." 

From  that  date  until  the  present  date  I  have  been  using  my  best  endeavors  to 
compile  these  figures  for  the  information  of  the  committee. 

I  have  two  assistants  working  on  these  accounts  and  I  expect  that  these 
figures  will  be  completed  vrithln  the  next  30  days,  if  I  am  furnished  by  the 
corporation  with  the  explanation  of  the  adjustments  made  by  the  corporation  In 
preparing  their  annual  reports. 

6.  I  have  been  furnished  with  the  minutes  of  the  following  companies,  which 
have  been  read,  and  extracts  have  been  made  for  the  use  of  the  committee: 

United  States  Steel  Corporation,  minutes  of  directors,  finance  committee, 
executive  committee,  general  managers  of  sales,  auditors  supplemental  extracts 
from  finance  committee  minutes. 

Carnegie  Steel  Co.  (of  New  Jersey). 

Carnegie  Steel  Co.  (of  Pennsylvania). 

The  Carnegie  Co. 

Index  Carnegie  Steel  Co.'s  minutes. 

Clairton  Steel  Co. 

Union  Steel  Co. 

Federal  Steel  Co.  (directors'  minutes). 

American  Bridge  C!o.  of  New  Jersey. 

American  Bridge  Go.  of  New  York. 

Empire  Bridge  Co. 

Trenton  Iron  Co. 

Tennessee  Coal,  Iron  &  Eailroad  Co. 

Universal  Portland  Cement  Co. 

Universal  Portland  Cement  Co.  (directors'  minutes). 

American  Steel  &  Wire  Co.  of  New  Jersey. 

H.  C.  Frick  Coke  Co. 

United  States  Steel  Products  (export)  Co. 

Illinois  Steel  Co.  (directors'  minutes). 

American  Sheet  Steel  Co. 

National  Tube  Co. 

Shelby  Steel  Tube  Co. 

7.  I  have  requested  the  production  of  the  following  minutes,  which  have  not 
been  furnished: 

United  States  Steel  Corporation,  subsidiary  companies'  presidents'  meetings, 
minutes  or  records  of  meetings  (it  was  stated  that  none  is  kept) ;  purchasing 
agents. 

Carnegie  Steel  Co.   (of  Pennsylvania),  before  1901. 

Illinois  Steel  Co.,  executive  and  finance  committees. 

Universal  Portland  Cement  Co.,  executive  and  finance  committees. 

National  Steel  Co. 

Lake  Superior  Consolidated  Iron  Mining  Co. 

Duluth,  Missabe  &  Northern  Railway. 
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Duluth  &  Iron  Range  Railway. 

Pittsburg  Steamstiip  Co. 

American  Steel  Hoop  Co. 

I  have  also  requested  that  the  United  States  Steel  Corporation  furnish  the 
minutes  of  executive  and  finance  committees  of  subsidiary  companies,  where 
such  committees  existed  and  where  the  minutes  have  not  already  been  furnished 
as  shown  above;  and  such  minutes  have  not  been  furnished  to  me. 

Also,  Mr.  Anthony  J.  Ernest,  of  the  New  York  bar,  employed  by  me  and 
under  my  direction,  Is  preparing  a  summary  or  brief  of  the  evidence  extracted 
from  these  minute  boolcs  by  him  and  from  the  testimony  already  talien,  which 
I  believe  will  be  of  value  to  the  committee,  and  which  I  expect  will  be  com- 
pleted In  30  days. 

The  letter  from  J.  A.  Farrell  to  Mr.  Corey,  dated  July  27,  1903,  and  the 
letter  from  Mr.  Farrell  referred  to  in  the  minutes  of  finance  meeting  April  11, 
1905,  and  the  schedule  of  profits  of  the  principal  products  of  the  organization 
at  present  prices  submitted  at  meeting  of  finance  committee  April  27,  1909,  have 
not  been  received  by  me. 

A  great  loss  of  time  has  been  caused  by  repeated  delays  on  the  part  of  the 
corporation  in  furnishing  minutes  and  other  matter  requested.  At  the  office 
of  the  corporation  In  l^ew  York  the  explanation  was  made  that  counsel  had  to 
read  all  the  minutes  before  I  could  be  permitted  to  see  them ;  that  former 
officials  or  persons  who  had  been  interested  in  certain  subsidiary  companies 
bad  to  be  consulted  before  the  minutes  of  that  company  could  be  furnished; 
that  other  officials,  who  were  then  absent  on  vacation,  had  to  be  consulted 
before  furnishing  certain  minutes  or  data ;  that  on  account  of  the  press  of  other 
business  counsel  had  been  unable  to  read  the  minute  books  preparatory  to  fur- 
nishing same;  that  absence  from  the  office  and  from  the  city  of  officials  who 
were  supposed  to  have  information  desired  had  rendered  it  impossible  to  fur- 
nish the  matter  required  until  after  a  short  delay;  the  commencement  of  the 
Government  suit  has  been  referred  to  as  a  cause  for  delay ;  the  Senate  investi- 
gation has  also  been  referred  to ;  in  the  offices  of  the  subsidiary  companies  in 
Pittsburgh  several  delays  of  two  or  three  days  occurred  in  complying  with 
requests  for  reason,  as  stated,  of  the  necessity  of  obtaining  the  consent  of  coun- 
sel in  New  York  to  the  furnishing  of  data  asked  for. 

Although  some  of  the  delays  may  have  been  entirely  excusable,  as,  for  in- 
stance, the  delay  of  three  days  while  part  of  the  office  of  the  corporation  was 
being  rearranged  and  repainted,  on  the  other  hand,  the  recurrence  and  fre- 
quency of  these  postponements  prevented  proper  expedition  in  the  prosecution 
of  the  work  in  its  entirety,  and  in  the  short  intervals  when  records  and  docu- 
ments were  available  it  increased  the  difficulty  of  the  work  and  the  need  for 
speed  in  doing  it.  The  fact  that  many  of  the  documents  and  books  were  sup- 
plied in  fragments — no  part  being  furnished  until  the  part  furnished  had  been 
examined  and  abstracted — has  also  increased  the  difficulty  of  the  work  and 
consumed  time. 

My  attention  having  been  called  to  criticisms  in  certain  quarters  regarding 
the  expense  of  this  investigation,  I  believe  it  is  due  t4ie  committee  and  myself 
to  make  the  following  explanations  in  regard  to  the  work  being  done  by  me. 

The  time  spent  by  a  large  force  with  the  admitted  assistants  of  the  United 
States  Steel  Corporation  and  the  expenditure  of  a  large  amount  of  money  by 
them  is  illustrated  by  the  report  of  Mr.  Herbert  Knox  Smith,  and  I  believe 
that  the  committee  will  fully  appreciate  the  labor  involved  in  the  investigation 
of  the  affairs  of  a  corporation  of  such  magnitude  as  the  steel  company.  It 
should  be  borne  in  mind  that  at  no  time  in  the  prosecution  of  the  work  have 
there  been  less  than  three  men,  and  generally  four  men,  engaged  in  doing  it 
under  my  direction,  besides  typewriters  and  copyists,  and  these  necessarily 
had  to  be  of  more  than  average  skill  and  experience.  In  view  of  the  extent 
and  complexity  of  the  detail  involved  in  examining  the  financial  affairs  of  the 
corporation  and  Its  many  subsidiaries,  this  seems  to  be  the  minimum  force  that 
could  make  an  Intelligent  and  comprehensive  investigation. 

If  an  appropriation  of  $25,000  had  been  devoted  to  the  accounting  work 
alone  in  the  investigation  of  the  corporation  it  would  not  have  been  too  large 
or  disproportionate  an  amount  in  comparison  with  the  fees  ordinarily  paid  to 
professional  public  accountants  for  auditing  or  investigating  the  books  of  cor- 
porations in  general  or  this  corporation  in  particular.  This  is  especially  true 
in  the  case  of  this  corporation  because  of  its  great  size  and  the  number  of  its 
subsidiary  concerns,  and  also  because  the  cost  of  ordinary  accounting  would 
be  calculated  in  consideration  of  the  expectation  that  the  corporation  itself 


2550  UNITED   STATES   STEEL,   COEPORATIOK. 

would  assist  and  facilitate  the  compilation  of  the  account,  which  was  done  for 
the  commissioner  of  corporations,  and  which  was  not  done  as  to  the  figures  com- 
piled by  me  for  the  particular  purposes  of  this  committee.  This  was  explained 
by  me  in  substance  to  the  committee  at  the  outset  of  the  worls  and  before  my 
engagement  as  accountant. 

F.  J.  MaoRae, 
Certified  Puhlic  Accountant. 


tin  the  Court  of  Common  Pleas  No.  1  of  Allegheny  County,  Pa.  In  equity,  No  422 
March  term,  1900.  H.  C.  Frlck,  plaintiff,  v  The  Carnegie  Steel  Co.  fLtd.),  Andrew 
Carnegie,  Henry  Phipps,  jr.,  L.  C.  Phlpps,  George  Lauder,  C.  M.  Schwab,  H.  M.  Curry, 
W.  H.  Singer,  A.  R.  Peacock,  F.  T.  F.  LoTejoy,  Thomas  Morrison,  George  H.  Wight- 
man,  D.  M.  Clemson,  James  Gayley,  A.  M.  Moreland,  Charles  L.  Taylor,  A.  E.  Whitney, 
W.  W.  Blackburn,  John  C.  Fleming,  J.  Ogden  Hoffman,  Millard  Hunsiker,  George  E 
McCague,  James  Scott,  H.  P.  Bope,  W.  E.  Carey,  Joseph  E.  Schwab,  L.  T.  Brown,  D.  G. 
Kerr,  H.  J.  Lindsay,  E.  F.  Wood,  H.  E.  Tener,  jr.,  George  Megrew,  G.  D.  Packer, 
W.  B.  Dickson,  A.  C.  Case,  John  McLeod,  Charles  W.  Baker,  A.  E.  Hunt,  A.  C.  Dinkey, 
P.  T.  Berg,  Charles  McCreery,  F,  T.  F.  Lovejoy,  trustee  for  the  Carnegie  Steel  Co. 
(Ltd.),  defendants.] 

The  Joint  and  several  answer  of  the  Carnegie  Steel  Co.  (Ltd.),  Andrew  Car- 
negie, C.  M.  Schwab,  L.  C.  Phipps,  W.  H.  Singer,  Thomas  Morrison,  D.  M. 
Clemson,  James  Gayley,  and  A.  M.  Moreland. 

To  the  honorable  the  judges  of  the  said  court: 

The  answer  of  the  Carnegie  Steel  Co.  (Ltd.),  Andrew  Carnegie,  C.  M.  Schwab, 
L.  C.  Phipps,  W.  H.  Singer,  Thomas  Morrison,  D.  M.  Clemson,  James  Gayley, 
and  A.  M.  Moreland,  respectfully  shows : 

First.  It  is  not  true,  as  is  averred  In  the  first  paragraph  of  the  bill  of  com- 
plaint, that  during  the  months  of  April,  May,  and  June,  in  the  year  1892,  An- 
drew Carnegie,  Henry  Phipps,  jr.,  George  I^auder,  W.  H.  Singer,  H.  M.  Curry, 
H.  W.  Borntraeger,  John  G.  A.  Leishman,  William  L.  Abbott,  Otis  H.  Chllds, 
John  W.  Vandervort,  C.  L.  Strobel,  F.  T.  F.  Lovejoy,  P.  K.  Dillon,  W.  W.  Black- 
bum,  William  P.  Palmer,  L.  C.  Phipps,  A.  R.  Peacock,  J.  Ogden  Hoffman,  John 
C.  Fleming,  James  H.  Simpson,  H.  P.  Bope,  H.  C.  Frick,  and  F.  T.  F.  Lovejoy, 
trustee  for  the  Carnegie  Steel  Co.  (Ltd.),  executed  and  acknowledged  certain 
articles  of  association.  The  fact  is  that  in  April,  May,  and  June,  In  the  year 
1892,  Andrew  Carnegie,  Henry  Phipps,  jr.,  George  Lauder,  W.  H.  Singer,  H.  M. 
CuiTy,  H.  W.  Borntraeger,  John  G.  A.  Leishman,  William  L.  Abbott,  Otis  H. 
Chllds,  John  W.  Vandervort,  C.  L.  Strobel,  F.  T.  F.  Lovejoy,  P.  R.  Dillon,  W.  W. 
Blackburn,  William  P.  Palmer,  L.  C.  Phipps,  A.  R.  Peacock,  J.  Ogden  Hoffman, 
John  C.  Fleming,  James  H.  Simpson,  H.  P.  Bope,  H.  C.  Frick,  and  F.  T.  F. 
Lovejoy,  trustee,  did  affix  their  respective  signatures  to  a  certain  instrument  In 
writing,  of  which  a  copy  is  annexed  to  the  bill  of  complaint  as  Exhibit  A  and 
did  acknowledge  the  same ;  and  that  said  writing  was  thereafter  duly  recorded 
in  the  recorder's  olBce  of  Allegheny  County,  in  limited  partnership  book.  Volume 
IX,  page  376,  on  the  30th  day  of  June,  1892;  but  we  do  aver  that  said  writing 
was  not  articles  of  association  for  the  Carnegie  Steel  Co.  (Ltd.),  but  In  truth 
was  what  it  purports  to  be,  an  amendment  of  the  original  certificate  under 
which  Carnegie  Bros.  &  Co.  (Ltd.)  had  been  duly  organized  under  the  pro- 
visions of  an  act  of  the  General  Assembly  of  the  Commonwealth  of  Pennsylva- 
nia, entitled  "An  act  authorizing  the  formation  and  regulation  of  partnership 
associations,"  approved  the  2d  day  of  June,  1874,  and  the  several  supplements 
thereto.  Said  amendment  to  the  original  certificate  was  made  under  the  au- 
thority of  section  1  of  said  act  of  assembly  of  June  2,  1874,  not  for  the  purpose 
or  with  the  intent  or  with  the  effect  of  creating  a  new  partnership,  or  a  new 
partnership  association,  limited,  but  for  modifying  the  terms  of  the  original 
certificate  in  strict  accordance  with  the  authority  given  by  law. 

We  aver  that  the  shareholders  of  this  association,  at  a  meeting  held  March  25, 
lS;i2,.at  which  the  plaintiff,  H.  C.  Frick,  was  present,  passed  resolutions  provid- 
ing for  such  an  amendment  to  the  articles  of  this  association  as  would  accom- 
plish the  changes  specifically  set  forth  in  the  amended  certificate,  and  appointed 
a  committee,  consisting  of  H.  C.  Frick,  H.  M.  Curry,  and  F.  T.  F.  Lovejoy, 
authorizing  and  directing  them  to  carry  out  the  details  of  a  general  plan 
which  had  been  outlined.  There  was  no  intention  on  the  part  of  any  of  the 
members  of  this  association  to  reach  any  other  result  than  a  lawful  amendment 
of  the  articles  of  this  association. 

We  aver  that  the  other  members  of  this  association  Intrusted  to  said  com- 
mittee. Including  the  plaintiff,  the  duty  of  arranging  for  said  amendment ;  and 
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that  H.  C.  Prick  did  act  upon  said  committee,  and  was  the  principal  actor  in 
arranging  the  details  and  formalities  connected  with  said  amendment.  We 
aver  that  at  a  shareholders'  meeting  of  this  association  on  July  1,  1892,  at 
which  the  plaintiff,  H.  C.  Frick,  was  present,  the  said  committee,  through  the 
said  Frick  as  chairman,  did  submit  to  the  shareholders  the  amended  certificate, 
with  the  statement  that  it  had  been  duly  signed  and  executed  by  every  member 
and  had  been  recorded  in  Allegheny  County ;  the  said  amended  certificate  was 
read  and  spread  at  length  upon  the  minutes,  and  on  the  motion  of  the  plaintiff, 
H.  C.  Frick,  it  was  approved,  accepted,  and  adopted. 

We  aver  that  the  said  amendment  as  adopted  is  in  all  respects  legal  and  in  full 
compliance  with  the  laws  of  the  Commonwealth;  but  we  further  aver  that  if 
It  be  as  the  said  plaintiff  now  avers,  that  there  was  any  defect  in  said  articles, 
the  said  H.  C.  Frick  was  primarily  responsible  for  said  defect  in  not  properly 
and  in  good  faith  directing  the  details  of  the  amendment  which  had  been 
intrusted  to  him  by  the  other  members  of  this  association. 

It  is  true  that  certain  of  the  persons  whose  signatures  are  affixed  to  said 
amended  certificate  were  not  parties  to  the  original  certificate  made  for  the 
formation  of  Carnegie  Bros.  &  Co.  (Ltd.)  on  the  1st  day  of  April,  1881,  but  all 
of  said  parties  who  signed  said  amended  certificate  had  become  members  of 
Oarnegie  Bros.  &  Co.  (Ltd.)  in  the  manner  prescribed  by  law,  prior  to  the 
time  when  they  affixed  their  signatures  to  said  amended  certificate,  by  an 
election  to  membership  In  this  association,  and  transfer  to  them,  respectively, 
of  interests  in  the  association  from  persons  who  had  been  original  parties 
thereto,  as  prescribed  by  the  rules  and  regulations  of  the  association  adopted 
in  accordance  with  the  provisions  of  the  supplemental  act  of  June  25,  1885. 

The  averments  in  the  first  paragraph  nf  the  bill  of  complaint  with  reference 
to  a  change  in  the  business  carried  on  b.y  this  association  are  not  true.  The 
character  of  the  business  to  be  conducted  by  the  association  is  stated  in  the 
original  certificate,  as  follows: 

"  The  manufacture  and  sale  of  all  kinds  of  iron  and  steel  in  all  their 
branches  and  the  procuration  and  preparation  of  all  materials  necessary  there- 
for." 

In  the  amended  certificate  the  same  language,  literally,  is  used,  and  there 
was  not  intended,  and  there  never  has  been,  in  fact,  any  change  in  the  character 
of  business  conducted  by  this  association  from  Its  organization,  in  the  year 
1881,  until  the  present  time. 

It  Is  true  that  in  the  amended  certificate  the  enumeration  of  the  places  at 
which  the  business  of  the  association  was  to  be  conducted  was  enlarged,  but  all 
the  additional  locations  were  for  the  conduct  of  business  within  the  terms  of 
the  original  certificate,  which  gave  full  scope  for  doing  everything  connected 
with  the  manufacture  and  sale  of  Iron  and  steel  in  all  branches,  and  the 
procuration  and  preparation  of  all  materials  necessary  therefor.  This  extension 
of  the  locations  of  the  plants  of  the  association  was  only  such  enlargement  as 
the  growth  of  the  business  of  the  association  required,  and  involved  no  depar- 
ture from  the  policy  which  had  always  controlled  its  management. 

It  Is  true  that  by  the  amendment  a  change  was  made  In  the  name  of  the 
association,  but  this  change  In  no  wise  created  a  new  partnership ;  but,  on  the 
contrary,  was  strictly  within  the  powers  of  the  original  association  as  pre- 
scribed by  the  statute  under  which  the  association  exists.  In  fact,  this  change 
of  name  was  incident  to  the  change  in  the  membership  of  the  association  con- 
sequent upon  the  death  of  Thomas  M.  Carnegie,  who  was  one  of  the  original 
members  thereof,  and  whose  membership  and  large  interest  in  the  association, 
in  connection  with  that  of  his  brother,  the  defendant  Andrew  Carnegie,  led  to 
the  adoption  of  the  original  name.  Upon  the  death  of  said  Thomas  M.  Carnegie, 
his  Interest  in  the  association  had  been  acquired  by  other  members,  and  the 
•change  of  name  was  adopted  to  properly  and  appropriately  state  the  new  con- 
ditions and  give  notice  of  the  fact  of  this  change  in  membership. 

It  is  true  that  provision  was  made  In  the  amended  certificate  for  the  removal 
of  the  principal  office  of  the  company  into  the  city  of  Pittsburgh,  in  the  county 
of  Allegheny,  from  Bessemer  Station,  in  the  same  county,  where  it  had  been 
previously  situated;  but  this  change  also  was  withlu  the  authority  conferred 
by  the  statute,  and  was  incidental  to  the  enlarged  business  of  the  association, 
which  required  for  its  convenient  conduct  a  central  office  in  the  business  section 
of  the  city  of  Pittsburgh. 

It  is  also  true  that  the  amended  certificate  provided  for  a  large  increase  of 
the  capital  of  the  association.    This  change  also  was  within  the  express  pro- 
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visions  of  the  statute,  and  was  action  necessary  and  incidental  to  the  growth 
of  every  successful  business. 

Having  thus  denied  in  detail  the  allegations  of  the  bill  with  reference  to  the 
creation  of  a  new  partnership,  we  specifically  deny  that  it  was  either  the  Intent 
of  the  members  to  create  a  new  partnership,  or  that,  in  fact  or  in  law,  the 
Carnegie  Steel  Co.  (Ltd.)  was  a  different  association  from  Carnegie  Bros.  & 
Co.  (Ltd.)  ;  but,  on  the  contrary,  we  do  aver  that  it  has  been  continuously 
the  same  association  since  its  organization  on  the  1st  day  of  April,  1881,  and 
that  the  particular  changes,  which  were  set  forth  in  the  amended  certificate 
of  1892,  were  changes  incidental  to  the  growth  of  the  original  association,  of 
which,  by  said  amended  certificate,  legal  notice  was  given  to  the  world  at  large 
by  the  recording  of  the  same  in  compliance  with  the  provisions  of  the  statute. 

Second.  The  averments  of  the  second  paragraph  of  the  bill  of  complaint  are 
not  true  in  manner  and  form  as  made,  and  in  particular  the  averment  that  this 
association  only  acquired  the  Union  Mills  and  the  Lucy  Furnaces  in  1892,  the 
fact  being  that  said  properties  are  described  in  the  original  certificate  filed  in 
1881,  and  were  owned  by  the  association  at  the  date  of  its  organization. 

The  business  of  Carnegie  Bros.  &  Co.  (Ltd.)  from  its  organization  has  been 
that  described  in  the  article  of  association,  to  wit :  the  manufacture  and  sale 
of  iron  and  steel  and  the  procuration  and  preparation  of  all  materials  neces- 
sary the;^efor.  In  the  course  of  this  business  it  has  from  the  outset  been  en- 
gaged in  the  manufacture  of  steel  rails,  structural  iron,  pig  iron,  and  billets, 
both  for  sale  to  others  and  as  raw  product  for  its  own  mills;  and  particularly 
at  the  Union  Iron  Mills — except  between  January  1,  1888,  and  July  1,  1892, 
during  which  period  they  had  been  transferred  to  Carnegie,  Phipps  &  Co. 
(Ltd.) — it  has  been  engaged  in  the  manufacture  of  structural  iron  and  steel, 
axles,  bars,  beams,  channels,  angles,  plates,  and  various  other  articles;  It  has 
engaged  in  the  mining  of  ore,  and  to  providie  the  fuel  needed  in  said  furnaces 
and  mills,  said  association  has  been  a  producer  of  coke. 

It  is  true  that  after  the  filing  of  the  amended  certificate,  in  the  year  1892,  the 
association  acquired,  as  it  had  the  right  to  do,  additional  works  and  mills,  and 
materially  enlarged  its  output;  but  this  enlargement  of  its  business  and  the 
acquisition  by  the  association  of  additional  properties,  we  are  advised,  and 
therefore  aver,  in  nowise  changed,  either  in  fact  or  legal  effect,  the  status  of 
said  association  as  a  juridica>l  person  existing  and  having  continuous  associate 
life  under  the  provisions  of  the  act  of  June  2,  1874. 

Third.  The  averments  contained  in  the  third  paragraph  of  the  bill  of  com- 
plaint are  not  true  In  manner  and  form  as  made. 

The  facts  are  that  by  the  amended  certificate  it  was  provided  that  the  capital 
of  the  association  should  be  increased  from  $5,000,000  to  $25,000,000. 

It  is  true  that  in  the  amended  certificate  of  1892,  no  further  provision  was 
made  for  the  payment  into  the  treasury  of  the  association  of  the  original  capital 
which  had  been  subscribed  and  paid  in  in  1881.  The  absence  of  such  provision 
for  a  second  payment  of  ca.pital  previously  paid  in,  does  not  in  anywise  in- 
juriously affect  the  legal  status  of  the  association ;  it  rather  may  be  referred  to 
as  evidence  of  the  intent  of  the  parties  not  to  create  a  new  association,  but  in 
accordance  with  law  to  amend  the  terms  of  the  original  certificate. 

If  by  the  averment  that  the  said  $20,000,000  of  increased  capital  stock  was  not 
paid  into  the  association  in  cash  it  is  meant  to  assert  that  said  association  did 
not  receive  said  amount  into  its  treasury  in  coin  or  bank  notes,  said  averment  is 
admitted  to  be  true;  but  it  is  nevertheless  also  true  that  said  association  did 
receive  said  amount  in  cash  in  the  manner  in  which  commercial  transactions 
involving  the  payment  of  large  amounts  of  money  are  now  almost  invariably 
carried  on,  to  wit,  by  the  receipt  of  checks  drawn  upon  solvent  and  responsible 
banks,  which  were  regularly  deposited  to  the  credit  of  the  said  association,  and, 
upon  presentation  at  the  banks  upon  which  they  were  drawn,  were  regularly 
paid.  In  addition  to  the  said  sum  of  $20,000,000  so  paid,  there  has  since  been 
paid  into  said  association,  in  cash,  and  invested  in  its  property  and  business 
more  than  double  said  amount. 

Prior  to  July  1,  1892,  there  were  two  separate  partnership  associations  en- 
gaged In  various  branches  of  the  iron  and  steel  business  in  the  city  of  Pitts- 
burgh, to  wit,  this  association  and  Carnegie,  Phipps  &  Co.  (Ltd.).  In  further- 
ance of  the  intention  of  this  association  to  increase  its  business  and  acquire 
additional  plant,  it  was  deemed  advisable  to  purchase  the  property  of  said 
Carnegie,  Phipps  &  Co.  (Ltd.).  To  carry  out  said  intention  and  effect  said  pur- 
chase, a  contract  was  entered  into  between  Carnegie,  Phipps  &  Co.  (Ltd.),  and 
this  association  by  which  Carnegie,  Phlppa  &  Co.   (Ltd.)  agreed  to  sell,  and 
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this  association  agreed  to  purchase  all  the  physical  property  of  Carnegie,  Phipps 
&  Co.  (Ltd.)  for  the  sum  of  $10,000,000,  payable  in  cash,  which  property  at  a 
fair  valuation  made  and  approved  by  Mr.  Frick,  the  plaintiff,  was  worth  that 
sum.  Therefore  on  or  about  June  30,  1892,  this  association  paid  this  amount  to 
Carnegie,  Phlpps  &  Co.  (Ltd.)  by  checii  of  this  association,  drawn  and  paid  in 
the  usual  manner.  On  the  same  day,  pursuant  to  previous  action  of  its  board  of 
managers,  Carnegie,  Phipps  &  Co.  (Ltd.)  paid  to  its  members  a  dividend  of  200 
per  cent  or  $10,000,000,  and  the  said  members  all  being  subscribers  to  the  in- 
creased capital  of  this  association  indorsed  and  delivered  their  dividend  checlss 
to  this  association,  which  checks  were  fully  deposited  and  collected  in  the  usual 
manner. 

On  the  same  day,  to  wit,  June  30,  1892,  this  association,  pursuant  to  previous 
action  of  its  board  of  managers,  paid  to  its  members  a  dividend  of  200  per 
cent,  or  $10,000,000,  representing  the  earnings  previously  invested  in  the  com- 
pany's property,  and  the  said  members,  being  subscribers  to  its  increased  capital, 
Indorsed  and  delivered  their  dividend  checks  to  this  association,  which  checks 
were  duly  deposited  and  collected  in  the  usual  manner.  As  we  are  advised, 
and  therefore  aver,  the  fact  that  payment  was  made  by  checks  drawn  on  a 
solvent  bank  against  an  actual  balance  to  our  credit  rendered  said  payment 
none  the  less  a  good  and  sufficient  payment  of  said  capital  subscriptions  in  cash, 
in  accordance  with  the  true  spirit  and  intent  of  the  said  articles  of  association 
and  the  laws  of  Pennsylvania. 

We  further  aver  that  if  said  method  of  payment  be  in  anywise  open  to  criti- 
cism (which  we  do  not  admit,  but,  on  the  contrary,  deny),  it  was  devised, 
approved,  and  carried  out  by  the  plaintiff,  to  whom  his  associates  had  committed 
the  supervision  and  control  of  the  transaction,  and  we  are  advised  and  believe, 
and  therefore  aver,  that,  as  against  the  said  association  and  the  members 
thereof,  the  plaintiff  Is  estopped  from  In  anywise  questioning  the  propriety  and 
validity  of  his  own  acts. 

Fourth.  Save  from  the  averments  of  the  fourth  paragraph  of  said  bill  and 
the  past  actions  of  the  plaintiff,  we  have  no  knowledge  respecting  the  matters 
set  forth  In  this  paragraph  of  said  bill ;  and  if  the  same  be  in  anywise  material, 
call  for  proof  thereof.  We,  however,  are  advised,  and  therefore  aver,  that 
whatever  advice  the  plaintiff  may  have  recently  received  or  whatever  may 
have  been  his  former  belief  as  to  the  legal  status  of  this  association,  his  actions 
in  the  past  in  connection  with  It  and  its  business  have  been  such  as  to  estop 
him,  as  against  the  association  or  the  members  thereof,  from  questioning  the 
validity  of  its  organization  as  a  partnership  association  under  the  statutes  of 
Pennsylvania;  and  we  do  further  aver  that  in  fact  and  in  law  the  said  associa- 
tion is  now  and  always  has  been  a  partnership  association,  duly  organized  and 
existing,  and  is  not  now  and  never  was  a  general  partnership. 

Fifth.  The  averments  of  the  fifth  paragraph  of  said  bill  are  true  in  part. 
It  is  not  true,  however,  as  insinuated  in  said  paragraph,  that  prior  to  July  1, 
1892,  the  business  of  the  association  was  limited  to  the  manufacture  of  steel 
rails.  It  is  not  true  that  on  June  30,  1892,  Charles  L.  Taylor,  E.  H.  Utley, 
O.  M.  Schwab,  John  A.  Potter,  James  Gayley,  and  Thomas  Morrison,  or  any 
of  them,  were  members  of  said  association  or  held  interests  therein.  In  so  far 
as  they  or  any  of  them  had  any  Inchoate  or  contingent  right  or  interest  in  the 
capital  of  said  association,  it  was  held  In  the  name  of  F.  T.  F.  Lovejoy,  trustee, 
being  in  amount  2  per  cent  In  addition  to  the  amount  In  said  paragraph  men- 
tioned as  held  by  said  F.  T.  F.  Lovejoy,  trustee.  It  is  not  true  that  on  July  1, 
1892,  the  business  of  Carnegie  Bros.  &  Co.  (Ltd.)  was  merged  into  that  of  the 
Carnegie  Steel  Co.  (Ltd.),  or  that  the  latter  company  assumed  the  contracts  of 
the  former.  The  Carnegie  Steel  Co.  (Ltd.)  was  and  is  the  same  partnership 
association  formerly  existing  under  the  name  of  Carnegie  Bros.  &  Co.  (Ltd.) 
and,  subject  to  the  change  of  its  name  and  other  changes  defined  and  set  forth 
In  the  amendment  of  Its  articles  of  association,  retained  the  property  and  con- 
tinued the  business  formerly  held  and  conducted  under  the  name  of  Carnegie 
Bros.  &  Co.  (Ltd.).  No  business  has  been  done  since  July  1,  1892,  in  the  name 
of  Carnegie  Bros.  &  Co.  (Ltd.),  because  on  said  date  the  association  ceased  to 
bear  that  name  and  took  its  new  name,  to  wit,  the  Carnegie  Steel  Co.  (Ltd.), 
which  it  has  since  used. 

Sixth.  The  averments  contained  in  the  sixth  paragraph  of  the  bill  are  true 
so  far  as  stated,  but  are  not  sufficiently  full  to  present  to  the  court  all  material 
facts  connected  with  the  matters  referred  to.  The  history  of  plaintiff's  member- 
ship In  this  association  is  as  follows : 
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On  or  about  the  14th  day  of  January,  1887,  the  plaintiff  entered  into  a  con- 
tract in  writing,  of  which  a  copy  is  annexed  hereto  as  Exhibit  A.  Up  to  that 
time  the  plaintiff  had  not  been  a  member  of  this  association.  The  arrangement 
expressed  in  said  written  contract  was  In  accordance  with  the  policy  which  had 
been  previously  adopted  by  the  association  and  its  principal  members  In 
securing  the  services  of  young  men  whom  it  was  believed  would  be  useful  in 
the  future  conduct  of  the  business  and  whose  energies  would  be  stimulated 
by  admission  into  the  body  of  the  association  upon  the  basis  of  an  interest 
in  its  property  and  profits,  provision  being  made  for  the  payment  by  such  newly 
admitted  members  out  of  future  profits  of  the  book  value  of  the  interest  which 
they  acquired. 

After  his  admission  into  the  membership  of  the  association  the  plaintiff 
exhibited  zeal  and  energy  in  promoting  its  business,  and  it  was  believed  that 
he  was  one  who  would  become  permanently  identified  with  the  property  and 
always  remain  an  efficient  and  valuable  member  of  Its  working  force.  Upon 
this  basis  and  for  the  purpose  of  further  stimulating  his  efforts,  in  the  month 
of  May,  1889,  a  contract  was  entered  into  between  this  association,  on  the  one 
side,  and  the  plaintiff,  on  the  other,  whereby  an  option  was  given  to  the 
plaintiff  to  acquire  on  the  1st  day  of  January;  1894,  a  further  interest  of  3 
per  cent  in  the  capital  of  the  company  at  its  book  values  on  January  1,  1889. 
Thereafter,  to  wit,  on  the  20th  day  of  November,  1890,  with  the  consent  of  the 
plaintiff,  this  option  was  abrogated,  but  as  compensation  therefor  the  plaintiff 
was  credited  In  his  account  with  the  association  with  the  sum  of  $138,146,08, 
representing  the  increment  in  the  book  value  of  the  interest  covered  by  his 
option  from  the  date  of  said  contract  until  the  date  of  its  abrogation.  On  tlie 
31st  day  of  October,  1890,  the  plaintiff  entered  into  a  contract  with  the  de- 
fendant Andrew  Carnegie  for  the  acquisition  of  an  additional  1  per  cent  of 
the  capital  of  the  a'ssociation  at  its  book  value ;  and  thereafter,  to  wit,  oa  the 
1st  day  of  May,  1891,  a  further  contract  was  entered  into  between  said  plaintiff 
and  the  defendant  Andrew  Carnegie  for  the  acquisition  by  the  plaintiff  of  an 
additional  8  per  cent  of  the  capital  of  the  company  at  its  book  value.  For  the 
interest  thus  acquired  the  plaintiff  made  no  cash  payment,  except  as  herein- 
after stated,  but  was  charged  In  account  with  the  book  value  of  the  same,  and 
from  time  to  time  with  interest  on  said  book  valufe  at  the  rate  of  6  per  ceUt  per 
annum,  and  in  turn  was  credited  with  the  dividends  as  the  same  were  from 
time  to  time  declared.  Said  dividends  largely  exceeded  the  interest  charged 
upon  the  book  value,  and  by  these  credits  the  charge  against  the  plaintiff  for 
the  purchase  price  was  rapidly  reduced. 

In  the  month  of  February,  1895,  the  plaintiff  was  the  owner  of  11  per  cent 
of  the  capital  of  this  association,  upon  which  he  tlien  was  indebted  to  the 
said  Andrew  Carnegie  in  the  sum  of  $1,809,191.83  as  a  balance  of  the  purchase 
price.  For  this  amount,  however,  under  his  agreement  with  Andrew  Carnegie, 
he  was  not  personally  liable,  the  interests  acquired  being  only  security  therefor, 
and  the  only  asset  out  of  which  the  said  Carnegie  was  entitled  to  collect  the 
purchase  price.  It  being  then  a  period  of  general  commercial  depression,  phr- 
ticularly  in  the  iron  and  steel  industries,  the  plaintiff  went  to  the  said  Andrew 
Carnegie  and  expressed  to  said  Carnegie  a  desire  to  reduce  his  holdings  in 
this  association,  and  requested  the  said  Carnegie  to  purchase  from  him  at  the 
then  book  value  5  per  cent  out  of  the  11  per  cent  then  held  by  plaintiff.  In 
compliance  with  his  desire,  and  to  relieve  the  plaintiff  of  the  charge  which 
the  plaintiff  then  declared  to  be  a  burden  upon  him,  the  said  Carnegie 
acceded  to  said  request,  purchased  said  5  per  cent,  and  gave  the  plaintiff 
credit  for  the  book  value  thereof  as  it  then  stood,  which  was  greatly  in  excess 
of  the  price  at  which  the  plaintiff  had  acquired  it. 

By  reason  of  said  retransfer  of  said  5  per  cent  the  interest  of  the  plaintiff 
in  the  capital  of  this  association  was  reduced  to  6  per  cent  of  the  whole,  and 
(he  balance  due  by  said  plaintiff  for  the  purchase  price  was  finally  adjusted 
and  settled  as  between  the  plaintiff-  and  the  said  Andrew  Carnegie  by  the 
said  Carnegie  taking  in  payment  of  said  balance,  $129,000  in  bonds  of  the 
H.  C.  Frick  Coke  Co.,  at  par,  and  $191.93  in  cash. 

Seventh.  The  averments  contained  in  the  seventh  paragraph  of  the  bill  o£ 
complaint,  although  partially  true,  are  not  true  in  manner  and  form  as  made. 

It  is  true  that  on  the  14th  day  of  January,  1889,  the  plaintiff  was  elected 
chairman  of  this  association.  It  is  true  that  the  plaintiff  was  reelected  as 
chairman  from  year  to  year,  and  continued  to  act  as  such  until  January  11, 
1S95.  From  January  11,  1895,  to  December  5,  1899,  the  plaintiff  was  only 
chairman  of  the  board  of  managers.    On  January  11,  1895,  the  by-laws  was 
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amended  and  the  jDffice  of  president  of  this  association  was  created,  in  whom 
were  vested  the  general  executive  powers  which  had  prior  to  that  time  been 
exercised  by  the  chairman,  and  the  duties  of  the  chairman  of  the  board  of 
managers  were  limited  to  presiding  at  the  meetings  of  the  board,  and  to  being 
ex  officio  a  member  of  all  committees  of  the  same. 

Since  the  creation  of  the  offlce  of  president  in  the  year  1895,  the  business  of 
the  association  had  been  conducted  under  the  direction,  supervision,  and  man- 
agement of  the  persons  who  from  time  to  time  held  the  office  of  president. 
From  January  11,  1895,  to  April  1,  1897,  this  office  was  filled  by  Mr.  John  G.  A. 
Leishman.  Since  the  resignation  of  said  Leishman,  said  office  has  been  filled 
by  C.  M.  Schwab,  who  now  holds  it.  The  duties  of  the  plaintiff,  as  chairman 
of  the  board,  have  been  largely  of  the  advisory  character  incidental  to  the 
office.  He  has  attended  the  meetings  of  the  board  with  regularity,  and  kept 
himself  actively  informed  as  to  the  business  of  the  company,  but  his  time 
has  been  largely  employed  in  attention  to  his  duties  in  connection  with  other 
enterprises  in  which  he  has  been  interested,  and  in  various  speculative  schemes 
for  placing  the  property  of  tlie  association  in  the  hands  of  promoters  to  be 
floated  in  marketable  securities  on  the  public. 

We  do  not  question  that  in  certain  lines  the  plaintiff  is  a  man  of  ability,  and 
we  should  have  been  glad  to  have  him  continue  in  the  business  of  said  associa- 
tion had  not  he  himself  rendered  such  continuance  impossible.  The  principle 
upon  which  this  association  is  organized  and  conducted  is  that  while  various 
departments  shall  be  committed  to  the  management  or  supervision  of  the  va- 
rious members,  all  shall  cooperate  to  the  accomplishment  of  the  general  design, 
and  to  the  success  of  the  business,  and  that  in  the  action  of  the  board  of  managers 
all  matters  submitted  shall  have  the  consideration  of  the  nine  members  of  said 
board  and  the  benefit  of  the  independent  judgment  of  each.  The  plaintiff,  not- 
withstanding his  ability,  is  a  man  of  imperious  temper,  impatient  of  opposition, 
and  disposed  to  make  a  personal  matter  of  any  difference  of  opinion,  even  on 
questions  of  mere  business  policy.  At  times,  moreover,  he  gives  away  to 
violent  outbursts  of  passion,  which  he  is  either  unable  or  unwilling  to  control. 
He  demands  absolute  power  and  without  it  is  not  satisfied.  After  January 
11,  1895,  when  he  ceased  to  be  chairman  of  said  association,  and  became  merely 
chairman  of  its  board  of  managers,  the  plaintiff  was  and  continued  to  be  rest- 
less and  dissatisfied.  He  sought  an  enlargement  of  his  powers,  which  could 
not  be  properly  granted  for  the  reason  that  such  action,  it  was  thought,  would 
'  indicate  a  lack  of  confidence  in  the  president  of  the  association  and  would  tend 
to  destroy  the  influence  and  authority  of  his  position  as  the  chief  executive. 
The  plaintiff  chafed  under  the  limitation  upon  his  powers,  and  the  discordant 
situation  which  has  acutely  developed  during  the  past  year  is  largely  due  to 
the  plaintiff's  dissatisfaction  with  the  transfer  of  the  chief  executive  powers 
of  the  association  to  the  president. 

It  is  true  that  the  defendant  Andrew  Carnegie  has  for  many  years  past 
resided  in  the  city  of  New  York  and  that  he  has  spent  a  portion  of  his  time 
abroad.  He  has  not  been  in  recent  years  either  an  officer  or  manager  of  said 
association,  nor  has  he  undertaken  the  charge  or  management  of  its  business 
in  general  or  in  detail;  but  nevertheless,  whether  at  home  or  abroad,  he  has 
always  kept  in  close  touch  with  said  business  and  the  management  thereof,  and 
in  an  advisory  way  has  from  time  to  time  participated  in  said  management. 

The  practice  of  the  association  since  the  year  1895  has  been  to  hold  weekly 
meetings  of  its  board  of  managers.  At  these  weekly  meetings  full  reports  are 
made  from  all  departments  with  respect  to  all  matters  of  interest  in  the  asso- 
ciation's business.  The  substance  of  the  discussions  at  these  meetings  Is  t.^ken 
down  stenographically  and  a  copy  of  these  proceedings  furnished  to  each  absent 
manager  and  to  the  defendant  Carnegie.  The  proceedings  are  then  entered  in  a 
book,  and  this  record  has  been  approved  by  the  plaintiff  in  writing  as  chaii man 
of  the  board,  whereby  the  plaintiff  has  at  all  times  had  full  and  complete  notice 
ahd  actual  knowledge  of  all  matters  transacted  in  the  meetings  of  said  board 
of  managers.  The  defendants  beg  leave  to  refer  at  length  to  these  proceedings 
as  containing  evidence  of  the  close  and  careful  attention  given  by  the  defendant 
Andrew  Carnegie  to  all  matters  of  Importance  in  the  management  of  the  current 
business  of  the  association,  and  also  of  the  notice  and  knowledge  of  snid 
matters  had  by  the  plaintiff. 

We  deny  that  about  December  5,  1899,  Carnegie,  without  cause  and  actuated 
by  malevolent  motives,  demanded  the  plaintiff's  resignation  of  his  position  as 
chairman  of  the  board  of  managers.  We  aver  that  the  only  motive  which 
actuated  Carnegie  was  a  desire  for  what  he  believed  to  be,  and  what  in  fact 
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was,  for  tlie  best  interests  of  the  association.  We  deny  that  plaintiff's  resigna- 
tion was  demanded  by  Carnegie.  The  plaintiff  was  informed  by  Carnegie  tbal 
he  had  better  resign  for  his  own  sake  and  to  avoid  the  necessity  of  a  refusal 
to  reelect  him  at  the  approaching  annual  meeting.  This,  however,  was  done  in 
the  kindliest  spirit  and  after  all  the  acting  members  of  the  board  of  managers 
had  signed  a  paper  requesting  the  plaintiff  to  resign  his  office.  We  deny  that 
plaintiff's  resignation  as  chairman  was  actuated  by  any  other  motive  than  a 
desire  to  escape  the  humiliation  of  being  removed  without  his  consent  by  his 
partners.  We  admit  that  the  plaintiff  had  participated  in  the  association's  busi- 
ness up  to  the  time  of  his  resignation,  and  that  some  of  its  affairs  were  con- 
ducted under  his  supervision. 

Eighth.  The  averments  contained  in  the  eighth  paragraph  of  the  bill  of  com- 
plaint, while  partially  true,  are  not,  true  in  manner  and  form  as  made. 

Andrew  Carnegie  was  a  member  of  this  association  from  the  date  of  Its 
organization  and  he  was  also  a  member  of  the  limited  partnership  association 
which  existed  under  the  name  of  Carnegie,  Phipps  &  Co.  ( Ltd. ) .  He  is  a  mem- 
ber of  this  association,  which  by  its  change  of  name  became  known  as  the  Car- 
negie Steel  Co.  (Ltd.),  but  he  did  not  become  a  member  thereof  by  signing  the 
certificate  executed  in  the  year  1892.  His  membership  in  this  association 
arises  out  of  his  original  subscription  to  its  capital  in  the  certificate  of  organi- 
zation which  bears  date  the  1st  day  of  April,  1881,  and  which  is  annexed 
to  the  bill  of  complaint  as  Exhibit  B.  He  is,  and  has  been  since  its  organi- 
zation, a  member  of  the  association,  and  at  the  present  time  his  interest  In  the 
capital  thereof  is  58i  per  cent. 

It  is  true  that  some  of  the  members  whose  names  are  affixed  to  the  amended 
certificate  of  1892,  which  is  annexed  to  the  bill  of  complaint  as  Exhibit  A, 
erroneously  styled  "  The  original  articles  of  association  of  the  Carnegie  Steel 
Co.  (Ltd.),"  have  disposed  of  their  interests  in  the  association,  and  that  from 
time  to  time  new  members  have  been  admitted  who  have  acquired  the  interests 
thus  disposed  of.  ■  All  of  said  transfers  have  been  made  upon  the  books  of  the 
association  upon  the  basis  of  the  "  book  value "  thereof,  as  prescribed  In  the 
agreement  known  among  the  members  as  the  "  ironclad  agreement,"  of  which 
a  copy  was  annexed  to  the  contract  under  which  the  plaintiff  became  a  member 
of  the  association  and  which  is  printed  as  Exhibit  A  to  this  answer.  It  Is, 
moreover,  the  same  system  followed  by  the  association  with  reference  to  the 
acquisition  by  the  plaintiff  of  his  interests  therein  and  which  enabled  the  plain- 
tiff to  acquire  and  pay  for  said  interests  without  the  expenditure  or  investment' 
of  any  of  his  own  funds,  except  to  the  extent  hereafter  stated. 

It  is  true  that  the  members  who  have  been  admitted  to  this  association  since 
July  1,  1892,  are  still  chargeable  with  a  balance  due  upon  account  of  the  pur- 
chase price  of  the  interests  to  which  they  have  been  admitted,  and  that  the 
interests  of  said  members  are  held  as  collateral  for  the  full  payment  of  said 
balance,  and. that  Andrew  Carnegie,  Henry  Phipps,  jr.,  George  Lauder,  W.  H. 
Singer,  and  H.  P.  Bope,  with  the  plaintiff,  are  the  only  persons  who,  on  the 
31st  day  of  December,  1899,  held  their  interests  free  from  such  charge,  and  that 
the  list  of  shareholders  in  this  association  on  the  30th  day  of  December,  1899, 
is  as  stated  in  the  eighth  paragraph  of  the  bill,  and  that  since  said  30th  day 
of  December,  1899,  certain  changes  in  membership  have  been  made,  as  stated  in 
said  eighth  paragraph  of  the  said  bill. 

We  admit  that  Andrew  Carnegie's  interest  in  this  association  has  always 
exceeded  50  per  cent.  The  said  Carnegie's  holdings  have  fluctuated  from  time 
to  time,  caused  by  purchases  made  by  him  whenever  anyone  desired  to  sell 
his  holdings  and  no  other  purchaser  could  be  found,  said  Carnegie  being  always 
willing  to  pay  the  value  of  the  same  as  shown -on  the  books  of  the  association. 
The  interests  which  have  been  sold  from  time  to  time  to  new  members,  including 
plaintiff,  have  been  largely  furnished  by  the  said  Carnegie,  and  always  at  the 
"  book  value,"  he  always  being  willing  to  sell  for  the  sake  of  taking  in  new 
members.  While,  however,  it  is  true  that  the  interest  of  said  Carnegie  In  the 
association  has  always  exceeded  50  per  cent  of  the  entire  capital,  it  is  not  true, 
as  is  In  the  eighth  paragraph  of  the  bill  insinuated,  that  by  said  interest  he  has 
controlled,  or  sought  to  control,  his  associate  members. 

The  fact  is  that  by  reason  of  his  age,  and  experience  as  one  of  the  few  sur- 
viving founders  of  the  business,  and  the  friendly  relations  which  said  Carnegie 
has  always  maintained  with  the  other  members  of  said  association,  as  well  as 
by  reason  of  his  large  interest  therein,  many  or  all  of  the  members  and  man- 
agers thereof  are  ready  and  willing  to  hear  with  deference  and  to  consider 
with  care  his  views  on  any  matters  pertaining  to  the  management  of  said 
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business,  but  said  Carnegie  does  not  ask  or  expect  them  or  any  of  tliem  to  defer 
to  his  judgment  regardless  of  tlieir  own  personal  beliefs  or  convictions,  and,  on 
the  contrary,  does  ask  and  expect  them  and  all  of  them  to  exercise  their  own 
judgment  in  any  and  all  matters  pertaining  to  said  business,  and  to  govern  their 
actions  accordingly,  and  they  are  accustomed  so  to  do. 

The  extent  of  the  interest  which  the  said  Andrew  Carnegie  now  holds  and 
always  has  held  in  this  association,  to  wit,  an  interest  in  excess  of  50  per  cent, 
has  resulted  rather  from  the  necessities  of  the  case  than  from  any  desire  or 
intention  on  his  part  to  hold  a  controlling  interest  in  said  business.  The  said 
Andrew  Carnegie  first  engaged  in  the  iron  business  in  the  city  of  Pittsburgh 
about  40  years  ago,  and  ever  since  has  been  continuously  engaged  therein  and 
the  enterprises  developed  therefrom.  About  30  years  ago  he  became  convinced 
that  the  methods  then  In  general  use  in  the  manufacture  of  Iron  would  be  soon 
and  rapidly  superseded  by  new  methods  and  processes  for  the  manufacture  of 
steel,  and  that  the  use  of  steel  would  be  greatly  Increased  and  would  for  very 
many  purposes  take  the  place  of  Iron.  In  this  view  the  said  Andrew  Carnegie 
in  association  with  others  engaged  in  the  manufacture  of  steel  rails.  The  busi- 
ness so  begun  and  the  properties  connected  therewith  formed  a  part  of  the  plant 
acquired  by  Carnegie  Bros.  &  Co.  (Ltd.)  at  the  time  of  its  organization  in  1881. 

Both  before  and  after  said  date  many  of  those  interested  in  said  business 
with  the  said  Andrew  Carnegie  withdrew  or  retired — some  because  of  dis- 
couragement with  the  prospects  of  the  business  and  some  for  other  reasons. 
During  all  this  time,  covering  the  inception  and  development  of  the  business, 
the  said  Andrew  Carrtegie  was  the  one  man  connected  therewith  who  never 
lost  faith  in  the  business,  and  who  never  faltered  in  his  belief  that  the  city 
of  Pittsburgh  and  its  vicinity  presented  the  most  favorable  locations  for  the 
establishment  and  development  thereof;  and  the  said  Andrew  Carnegie  by 
reason  of  his  said  faith  and  belief  always  stood  ready  to  take  the  interests  of  any 
and  all  such  discouraged,  timid,  deceased,  or  retiring  members,  and  did  in  fact 
from  time  to  time  take  and  acquire  the  same,  and  thus  in  the  end  at  and 
prior  to  the  organization  of  Carnegie  Bros.  &  Co.  (Ltd.),  held  a  majority 
Interest  therein.  His  majority  interest  now  owned  is  in  part  made  up  of 
portions  of  the  interests  of  others  who  have  continued  to  be  members  of  said 
association.  The  holder  of  the  next  largest  present  interest  heretofore  reduced 
the  same  nearly  one-third,  and  the  plaintiff  heretofore  -reduced  his  interest 
nearly  one-half,  both  of  which  reductions  came  about  because  the  said  Andi-ew 
Carnegie,  at  the  urgent  request  of  his  said  associates,  was  induced  to  purchase 
the  said  portions  of  their  respective  interests  at  the  value  thereof  as  shown 
by  the  company's  books.  So  far  from  using  his  said  majority  interest  for  the 
purpose  of  personally  controlling  the  said  business  or  of  controlling  his  part- 
ners therein,  It  is  the  fact  that  at  the  suggestion  and  request  of  the  said 
Andrew  Carnegie  the  organization  of  the  said  association  is  now  and  for  years 
has  been  such  as  to  deprive  the  said  Andrew  Carnegie,  in  large  part,  of  such 
control.  It  Is  expressly  provided  by  the  by-laws  of  said  association  that  the 
members  thereof,  by  a  majority  In  number  as  well  as  in  value  of  interest,  shall 
elect  the  managers,  and  by  such  provisions  the  power  and  influence  of  the 
holders  of  small  interests  are  preserved  and  protected. 

The  averments  of  the  eighth  paragraph  of  said  bill  in  so  far  as  inconsistent 
herewith  are  denied. 

Ninth.  The  averments  contained  In  the  ninth  paragraph  of  the  bill  of  com- 
plaint are  not  true  in  m.inner  and  form  as  made,  although  it  is  true  that  the 
business  of  this  association  has  been  profitable  since  its  organization,  and  dur- 
ing the  last  three  years  has  been  very  profitable  and  successful. 

And  it  is  true  that  in  the  month  of  November,  1899,  when  the  said  defendant 
Andrew  Carnegie,  the  plaintiff,  and  others  connected  with  the  said  steel  com- 
pany, were  at  luncheon,  the  various  persons  present,  largely  by  way  of  jest  or 
banter,  undertook  to  make  estimates  of  the  profits  of  the  company  for  the  year 
1900,  and  that  the  defendant  Andrew  Carnegie,  under  the  conditions  then  exist- 
ing, did  make  an  estimate  substantially  as  averred  in  the  ninth  paragraph  of 
said  bill.  Such  estimate,  however,  was  a  mere  guess  at  results  to  be  ascertained 
14  months  In  the  future,  and  which  then  were  and  still  are  involved  In  great 
uncertainty. 

It  is  also  true  that  for  the  year  1899  the  profits  of  said  company  were  sub- 
stantially as  averred  by  the  plaintiff  In  said  paragraph.  The  profits  so  stated, 
however,  refer  only  to  the  difference  between  the  amount  of  sales  and  the 
actual  expenses  of  manufacture,  and  do  not  by  any  means  Indicate  the  amount 
available  for  distribution  as  dividends  among  the  members  of  said  association. 
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Tlie  actual  capital  of  said  association  by  reason  of  its  accumulated  and  invested 
earnings  is  largely  In  excess  of  its  nominal  capital,  and  the  present  condition 
of  prosperity  in  said  business  is  entirely  exceptional.  It  is  greater  than  it  has 
ever  been  in  the  past,  and  its  continuance  is  altogether  uncertain.  Mcwreover, 
In  order  to  maintain  the  standard  of  economy  and  efficiency  which  is  requisite 
to  the  continued  success  of  the  company,  it  has  been  necessary  in  the  past  and 
will  be  necessary  in  the  future  to  absorb  a  large  part  of  the  annual  profits  of 
the  company  in  extension  and  enlargement  of  its  property  and  facilities,  in  the 
purchase  of  modern  machinery  and  appliances,  and  the  adoption  of  new  meth- 
ods and  processes.  Of  the  profits  of  the  year  1899  above  referred  to,  it  was  not 
thought  proper  to  distribute  more  than  one-fourth  thereof  as  dividends  among 
the  members  of  said  association,  and  the  remaining  three-fourths  necessarily 
went  into  the  business  of  the  company 

It  is  not  true  that  on  December  31,  1899,  the  said  association  had  assets  or 
property,  either  real  or  personal  or  tangible,  in  any  form  which  tlie  said  asso 
ciation  in  its  legal  capacity  could  transfer  which  were  worth  $250,000,000;  nor 
did  the  defendant  Andrew  Carnegie  ever  assert  that  said  assets  were  in  excess 
of  that  sum.  The  said  Andrew  Carnegie  has  repeatedly  expressed  the  opinion, 
with  reference  to  the  earning  capacity  of  said  company,  that  the  personnel  of  its 
organization  was  worth  more  than  all  the  property  of  the  company.  It  Is  true 
that  the  said  Andrew  Carnegie  has  expressed  and  still  holds  sanguine  views 
as  to  the  future  of  said  company,  but  any  such  views  are  based  upon  the  main- 
tenance of  the  organization  of  the  said  company  in  its  present  condition  of 
efliciency  and  harmony. 

The  facts,  which  the  plaintiff  has  distorted  in  order  to  give  color  to  the  aver- 
ments contained  in  the  ninth  paragraph  of  the  bill,  are  these : 

For  some  time  past  the  plaintiff  has  been  interesting  himself  in  schemes  to 
transfer  the  property  of  this  association — at  first  to  a  proposed  combination  of 
steel  companies,  and  later  to  a  corporation  whose  securities  might  be  floated  on 
the  market  and  disposed  of  to  the  public  upon  the  basis  of  a  capitalization  of 
the  earning  power  of  the  plant  owned  by  the  association  in  combination  with 
the  sliill,  experience,  and  ability  of  its  members.  We  have  no  purpose  or  Intent 
to  depreciate  the  earning  power  of  our  property  when  managed  by  its  present 
organized  membership.  But  it  has  always  been  the  policy  of  this  association 
from  its  outset  to  regard  itself  as  an  association  of  individuals  who  have  united 
together  their  fortune,  their  talents,  and  their  industry  to  manufacture  Iron 
and  steel  in  all  branches  in  the  best  form,  by  the  best  processes,  and  at  the  most 
moderate  cost,  and  by  such  attention  to  the  true  purpose  of  its  organization 
to  produce  for  those  interested  in  the  association  the  largest  profits  whieh  can 
be  made.  As  a  means  of  securing  the  best  results  and  the  most  Intelligent  atten- 
tion to  the  details  of  the  business,  by  which  alone  can  manufacturing  operations 
be  conducted  at  a  profit,  it  was  the  policy  of  those  whose  Intelligence  and  faith 
iu  results  founded  the  business  to  associate  with  themselves  from  time  to  time 
a  number  of  young  employees,  who,  by  becoming  directly  members  of  the  asso- 
ciation, would  be  stimulated  to  the  very  best  worli.  The  result  has  justified 
the  belief  that  this  method  was  the  true  method  of  carrying  on  large  opera- 
tions, and  the  profits  which  have  resulted  do  not  represent  simply  earnings  or 
interest  on  the  capital  Invested,  but  have  been  the  product  from  year  to  year 
of  the  brain,  Intelligence,  and  industry  of  the  several  members  who,  in  their 
separate  departments,  have  so  conducted  the  business  of  the  association  as  to 
produce  this  profit.  Any  capitalization  of  the  earning  power  of  the  enterprise 
as  a  going  concern  would  in  nowise  represent  only  the  value  of  the  plant  and 
other  property  which  are  the  assets  of  the  association,  and  to  which  alone 
upon  his  withdrawal,  retirement,  or  exclusion  from  the  association  the  plaintiff 
Is  entitled  to  an  account. 

Such  capitalization  would  be  based  upon  the  continued  operation  of  the 
plant  by  the  members,  upon  whose  future  earning  power  the  plaintiff  has  no 
lein  or  claim. 

Having  so  answered,  we  do  respectfully  suggest  that  any  such  estimate  of 
values  of  our  assets  as  is  contained  In  the  ninth  paragraph  of  the  plaintiffs  bill 
is  wholly  immaterial,  as  we  are  advised,  in  the  present  case.  The  rights  of 
the  plaintiff  touching  the  price  which  is  to  be  paid  to  him  for  his  interest  are 
based  altogether  upon  the  "  ironclad  agreement "  to  which  he  is  a  party.  The 
value  of  his  interest  Is  by  the  terms  of  said  agreement  to  be  ascertained  by 
reference  to  the  books  of  the  company.  Those  books  were  under  the  super- 
vision of  the  plaintiff  until  the  day  of  his  resignation  from  the  chairmanship  of 
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our  company,  and  tlie  entries  have  been  made  from  time  to  time  in  accordance 
with  his  express  judgment. 

These  books  show  that  the  net  ,value  on  the  31st  day  of  December,  1899,  of 
the  assets  of  the  association  was  $75,610,104.06.  To  a  large  extent  this  book 
value  represents  the  actual  cost  of  the  properties  represented  in  the  balance 
sheets  of  the  association.  From  time  to  time  during  the  plaintiff's  membership 
In  the  association  he  and  other  members  were  appointed  a  committee  to  revalue 
certain  assets.  In  every  instance  of  such  revaluation  the  plaintift  himself  has 
been  a  member  of  such  committee,  and  the  values  now  entered  and  the  proper- 
ties included  as  halving  value  may  be  taken  as  the  plaintiff's  own  statement  of 
their  value  to  his  fellow  members,  on  which,  during  the  plaintiff's  membership, 
more  than  15  settlements  have  been  made  with  retiring  members  or  the  estate 
of  deceased  members. 

In  the  year  1892,  and  In  anticipation  of  the  dividend  of  profits  which  was 
then  declared,  the  assets  of  the  association  were  carefully  revalued  and  ap- 
praised by  a  committee  consisting  of  H.  C.  Frick,  H.  M.  Curry,  and  F.  T.  P. 
Lovejoy. 

Again,  in  the  year  1S99,  at  the  suggestion  of  a  committee  conslstine;  of  H.  C. 
Frick,  Henry  Phipps,  jr.,  and  F.  T.  F.  Lovejoy  certain  changes  were  made  in 
the  "  book  values  "  of  the  assets  of  the  association,  and  the  result  thus  reached 
was  a  just,  fair,  and  reasonable  valuation  of  said  assets  and  was  so  accepted  by 
the  association. 

Every  month  a  balance  sheet  of  the  association's  asssets  and  liabilities  has 
been  prepared  and  a  copy  of  the  same  furnished  to  the  plaintiff,  on  which 
balance  sheet  the  "  book  value  "  of  the  capital  is  clearly  shown ;  and  we  aver 
that  the  valuation  of  the  assets  as  shown  on  said  books  and  balance  sheet?  is  a 
full,  fair,  and  accurate  valuation  of  the  same,  and  that  there  has  not  been 
omitted  from  such  books  and  balance  sheets  any  asset  which  should  properly 
find  a  place  thereon. 
Tenth.  No  tenth  paragraph  in  bill. 

Eleventh.  The  averments  contained  in  the  eleventh  paragraph  of  the  bill  are 
not  true,  and  In  particular  it  is  not  true  that  the  defendant,  Andrew  Carnegie, 
has  conceived  a  personal  animosity  toward  the  plaintiff.  If  any  animosity 
exists,  such  animosity  exists  solely  on  the  part  of  the  plaintiff.  The  defendant, 
Andrew  Carnegie,  has  at  all  times  entertained  and  exhibited  toward  the  plaintiff 
the  most  Itindly  sentiments,  and  although  there  have  been  times  when  it  became 
necessary  to  oppose  the  views  and  projects  of  the  plaintiff,  the  said  Carnegie 
has  endeavored  at  all  times  to  deal  with  him  in  the  most  generous  spirit  and 
with  the  most  sincere  regard  for  his  interests. 

The  innuendo  that  an  animosity  had  arisen  from  the  failure  of  the  plaintiff, 
in  connection  with  others,  to  avail  of  an  option  given  by  said  Carnegie,  as  re- 
ferred to  in  the  eleventh  paragraph  of  the  bill,  is  not  true,  because  the  fact  is 
that  the  defendant,  Carnegie,  was  never  anxious  that  the  said  plaintiff  and  his 
associates  should  avail  of  said  option.  The  facts  with  reference  to  the  same  are 
these : 

As  has  been  hertofore  stated,  the  plaintiff  has  for  some  years  past  been  desir- 
ous of  transferring  the  property  of  this  association  to  a  corporation  upon  a  large 
capitalization  and  to  float  its  securities  with  the  general  public.  The  said 
Carnegie  had  never  been  inclined  personally  to  favor  said  scheme. 

Early  in  the  year  1899  the  plaintiff,  with  W.  H.  Moore  and  Henry  Phipps,  jr., 
conceived  the  "scheme  of  effecting  an  organization  to  purchase  the  property  and 
business  of  this  association  and  of  the  H.  C.  Frick  Coke  Co.,  and  thereafter 
said  Frick  and  Phipps  requested  an  option  for  the  purchase  thereof  for  the 
price  of  $320,000,000,  being  on  the  basis  of  $250,000,000  for  the  property  of  this 
association  and  of  $T0,000,000  for  the  property  of  the  said  coke  company,  it 
being  understood  that  the  older  members  of  this  association  should  permanently 
retire  from  said  business  and  that  the  younger  members  thereof  engaged  in 
the  active  practical  management  of  the  business  should  bind  themselves  by  con- 
tract to  remain  with  the  new  organization  for  specified  periods.  After  negotia- 
tions it  was  finally  agreed  that  an  option  for  said  purchase  should  be  given  for 
a  limited  period  upon  the  payment  of  the  sum  of  $200,000  as  an  earnest  of 
good  faith,  the  same  to  be  credited  as  a  part  of  the  price  should  said  purchase 
be  made,  and  otherwise  to  be  forfeited.  Frick  and  Phipps  thereafter  persuaded 
the  other  members  of  the  association  (with  the  exception  of  Mr.  Carnegie),  to 
the  extent  of  their  respective  interests  in  the  company,  to  release  Frick  and 
Phipps  from  the  payment  of  any  cash  consideration  for  said  option.    This  ar- 
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rangement  resulted  in  the  execution  and  delivery  of  two  options,  to  wit,  one 
by  Carnegie  with  respect  to  his  interest  in  both  companies  and  the  other  by 
the  other  members  of  the  association,  the  former  of  which  was  made  for  a 
cash  consideration,  of  which  $1,000,000  was  paid  by  said  Moore  and  $170,000 
was  paid  in  equal  shares  by  Frick  and  Phipps;  and  the  latter  of  which  was 
made  for  a  nominal  consideration. 

According  to  the  plan,  Carnegie  was  to  receive  $100,000,000  of  the  price  men- 
tioned as  coining  to  him  in  bonds,  and  the  balance  thereof,  about  $57,950,000, 
in  cash.  It  Is  not  true,  however,  that  Carnegie  thereby  attained  any  advantage 
over  the  other  members  of  the  association.  He  rather  suffered  a  disadvantage, 
because  the  options  given  by  the  other  members  provided  for  a  payment  to 
them  entirely  in  cash  or  in  securities  at  their  option.  The  price  fixed  In  said 
option  was  based  upon  the  proposition  that  said  Carnegie  should  go  out  and 
stay  out  of  the  steel  business,  but  that  the  junior  members  should  be  em- 
ployed by  the  proposed  corporation  for  a  term  of  years. 

Many  of  the  junior  members  of  the  association  were  attracted  by  the  scheme 
which  gave  them  the  opportunity  not  only  of  future  employment  in  the  conduct 
of  the  business,  but  also  of  realizing  at  once  upon  a  capitalization  of  their 
future  earning  power,  and  to  comply  with  their  wishes  the  defendant  Carnegie 
acceded  to  the  suggestion  of  giving  the  option  and  received  his  share  of  the 
price  paid  for  the  saine.  The  parties  to  whom  the  option  was  given,  however, 
when  the  time  came  to  exercise  it,  were  unable  to  carry  out  its  terms  and  to 
provide  the  money  needed  to  complete  the  purchase,  so  that  when  the  option 
es:plred,  the  said  Carnegie,  seeing  from  a  business  standpoint  the  impractica- 
bility of  the  plans  of  the  plaintiff  and  his  associates,  declined  to  modify  or 
renew  said  option,  and  thereafter  the  plaintiff  manifested  in  his  relations  to 
the  said  Carnegie,  and  in  the  performance  of  his  official  duties  as  a  member 
of  the  board  of  the  association,  an  'increasing  animosity  toward  the  said 
Carnegie. 

Prior,  however,  'to  said  transaction,  and  as  early  as  the  month  of  March, 
1S99,  the  plaintiff  caused  to  be  spread  upon  the  proceedings  of  the  board  of 
managers  remarks  made  by  him  which  tended  to  Introduce  controversy  of  a 
personal  character  into  the  business  of  the  association.  From  time  to  time 
these  Insinuations  and  innuendoes  were  spread  upon  the  minutes  with  a 
more  intense  exhibition  of  feeling,  and  culminated  in  a  formal  paper  which 
the  said  plaintiff  introduced  and  caused  to  be  spread  upon  the  minutes  of  the 
meeting,  in  the  month  of  November,  1899,  which  was  calculated  to  destroy  all 
harmony  of  action  In  the  board. 

As  a  result  of  the  plaintiff's  attitude  a  large  majority  of  the  members,  both 
in  number  and  value,  determined  that  it  was  necessary,  for  the  protection  of 
their  interests  as  members  of  the  association,  as  well  as  of  the  association 
itself,  that  the  relations  of  the  plaintiff  to  the  association  should  be  severed. 
As  to  the  manner  in  which  the  same  was  done  and  the  authority  therefor, 
reference  will  be  made  in  the  answer  to  the  twelfth  paragraph  of  the  bill. 

And  in  particular  we  do  deny  that  any  scheme  was  conceived  by  us,  or  either 
of  us,  or  by  any  of  our  members,  to  forfeit  any  interest  or  right  of  the  plaintiff, 
or  that  the  plaintiff  had  any  right  in  the  association  which  was  of  the  value  of 
$15,000,000,  but,  on  the  contrary,  we  do  aver  that  it  has  been  our  purpose,  and 
the  purpose  of  our  associates,  acting  in  the  premises,  that  the  plaintiff  shall 
be  paid  for  his  interest  In  the  manner  prescribed  In  the  contract,  to  which  all 
the  members  of  the  association.  Including  the  plaintiff,  are  parties. 

Twelfth.  The  averments  contained  in  the  twelfth  paragraph  of  the  bill  of 
complaint,  taken  In  their  entirety,  are  untrue.    The  facts  are  as  follows : 

A  meeting  of  the  board  of  managers  was  held  on  the  8th  day  of  January, 
1900.  The  plaintiff  was  not  present  at  said  meeting,  as  he  had  theretofore 
resigned  the  office  of  chairman  and  manager,  and  his  resignation  had  been 
accepted.  It  is  not  true  that  the  statements  contained  in  the  resolutions 
adopted  at  said  meeting  were  either  false  or  misleading;  but  in  fact  nothing 
which  took  place  at  said  meeting  has  any  relation  to  plaintiff's  right  of  mem- 
bership in  this  association  or  his  exclusion  therefrom. 

On  the  10th  and  11th  days  of  January,  1900,  more  than  three-fourths  in 
number  and  interest  of  the  members  of  this  association  signed  a  writing,  of 
which  the  following  is  a  copy : 

"  Under  the  provisions  of  a  certain  agreement  between  the  Carnegie  Steel 
Co.  (Ltd.)  and  the  partners  composing  it,  known  as  and  generally  referred 
to  as  the  '  ironclad '  agreement,  we,  the  undersigned,  being  three-fourths  in 
number  of  the  persons  holding  interest  in  said  association  and  three-fourths  in 
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value  of  said  interests,  do  now  hereby  request  Henry  O.  Frick  to  sell,  assign, 
and  transfer  to  the  Carnegie  Steel  Co.  (Ltd.)  all  of  his  interest  in  the  capital 
of  the  Carnegie  Steel  Co.  (Ltd.),  said  transfer  to  be  made  as  at  the  close  of 
business  January  31,  1900,  and  to  be  paid  for  as  provided  in  said  agreement. 
"  Done  at  Pittsburg,  Pa.,  this  10th  and  11th  days  of  January,  1900. 

"  C.  M.  Schwab,  Gibson  D.  Packer,  D.  G.  Kerr,  H.  E.  Tener,  jr.,  A.  C. 

Case,  Jno.  McLeod,  Lewis  T.  Brown,  Geo.  E.  McCague,  W.  B. 

Dickson,  B.  F.  Wood,   Geo.  Megrew,   J.  E.   Schwab,  Homer  J. 

Lindsay,    Alex.    R.    Peacock,    Millard    Hunsiker     (per    C.    M. 

Schwab),  Andrew  Carnegie,  Geo.  Lauder,  A.  M.  Moreland,  James 

Gayley,  D.  M.  Clemson,  Thos.  Morrison,  L.  C.  Phipps,  Chas.  L. 

Taylor,  Jno.  O.  Fleming,  W.  W,  Blackburn,  H.  P.  Bope,  James 

Scott,  W.  H.  Singer,  W.  E.  Corey,  Geo.  H.  Wightman,  J.  Ogden 

Hoffman.    Chas.  W.  Baker  (power  attorney)." 

The  execution  and  delivery  of  the  said  writing  was  the  free  and  voluutary 

act  of  each  of  the  persons  who  signed  the  same,  and  we  expressly  deny  that 

any  of  said  persons  was  forced  to  sign  the  same  by  the  said  Andrew  Carnegie, 

or  was  even  requested  by  him  so  to  do.    We  further  deny  that  said  writing  was 

so  signed  in  pursuance  of  any  fraudulent  intent  or  scheme  whatever,  and  aver 

that  the  only  motive  inducing  said  persons  to  sign  the  same  was  their  belief 

that  said  action  was  for  the  best  interests  of  the  association  and  its  members. 

The  action  thus  taken  was  pursuant  to  the  terms  of  the  agreement  which  for 
many  years  has  been  known  among  the  members  of  the  association  as  lihe 
"  ironclad  agreement." 

The  history  of  this  agreement  is  as  follows: 

Very  shortly  after  the  formation  of  this  association  in  the  year  1881,  it  be- 
came apparent  that  its  true  interests  would  be  best  subserved  by  admitting  to 
membership,  from  time  to  time,  various  young  men  who  were  acquainted  with 
its  business  and  actively  engaged  therein.  The  plan  therefore  was  conceived 
and  adopted  that  shares  or  interests  in  the  capital  should  be  furnished  by  the 
older  members  of  the  association  for  that  purpose.  The  understanding  was 
that  In  all  dealings  between  the  association  and  its  members  the  values  of  such 
interests  should  be  conclusively  determined  at  their  "  book  value,"  as  hereto- 
fore explained,  and  in  order  to  furnish  holdings  for  this  purpose  the  association 
did,  on  the  31st  day  of  January,  }884,  purchase  certain  Interests  from  Andrew 
Carnegie,  Thomas  M.  Carnegie,  and  Henry  Phipps,  jr.,  a.t  "book  value,"  as 
shown  January  1, 18S4.  These  interests  were  subsequently  sold  at  "  book  value  " 
by  the  association  to  three  young  men  whom  it  was  deemed  desirable  to  interest 
in  the  business  of  the  association. 

The  purchase  price  was  to  be  and  actually  was  paid  by  them  out  of  the 
profits  from  time  to  time  declared  and  distributed  as  dividends  on  said  interests. 
It  became  the  rule  of  the  association  that  when  any  partner  desired  to  leave  the 
association,  it  would  purchase  his  stock  at  its  "book  value,"  and  when  any 
partner  died,  it  would  purchase  his  interest  in  the  like  manner  and  at  the  like 
price,  and  that  said  interests  so  purchased  should  be  used  by  the  association 
for  the  purpose  of  interesting  new  men  therein,  to  be  sold  to  them  at  "  book 
value,"  and  paid  for  by  them  out  of  the  profits.  As  the  membership  in  the 
association  Increased,  it  was  defemed  advisable  to  put  said  agreement  in  formal 
shape,  so  as  to  prevent  misapprehensions,  and  after  discussion  among  all  the 
then  members  of  the  association,  and  after  submitting  the  matter  to  the  associa- 
tion counsel,  a  formal  agreement  was  drawn  up,  dated,  "  This day  — , 

A  D.  1897,"  between  this  association,  "  party  of  the  first  part,  and , 

parties  of  the  second  part,"  which  was  actually  executed  by  this  association 
and  by  some  of  its  members  on  the  10th  day  of  January,  1887,  and  is  referred 
to  in  the  subsequent  minutes  of  the  association  as  an  agreement  of  that  date. 
The  said  agreement  was  read  at  a  shareholders'  meeting  on  January  18,  1887, 
and  spread  at  length  upon  the  minutes  and  formally  approved  and  adopted  by 
the  association  and  directed  to  be  executed  on  the  part  of  the  association.  At 
that  meeting  all  the  shareholders  were  present.  At  the  time  of  the  adoption 
and  execution  of  said  paper  the  plaintiff,  H.  C.  Frick,  had  no  interest  whatsoever 
in  this  association.  ,      ^  ^,  ,         i..        *  i. 

In  and  by  the  terms  of  said  contract,  each  of  the  several  parties  of  the 
second  part  thereto,  acting  for  himself,  agreed  with  this  association,  the  party 
of  the  first  part,  that  he  would  at  any  time  thereafter,  when  three-fourths  m 
number  of  the  persons  holding  interests  in  this  association  and  three-fourths 
in  value  of  said  interests  should  request  him,  sell,  assign,  and  transfer  to  this 
association  aU  of  his  interest  therein,  and  that  said  transfer  should  at  once 
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terminate  all  his  interest  in  and  connection  with  this  association ;  that  the 
request  of  the  number  and  value  should  be  evidenced  by  a  writing  signed  by 
the  persons  owning  the  same,  a  copy  of  which  should  be  delivered  to  the  party 
of  the  second  part;  and  it  was  further  agreed,  and  this  association  did  cove- 
nant, that  it  would  pay  therefor  to  the  party  so  assigning  the  value  of  the 
interest  assigned  as  it  should  appear  to  be  on  the  boolis  of  this  association 
on  the  first  day  of  the  month  following  said  assignment,  and  that  it  would 
mal<e  payment  therefor  in  a  certain  manner  difCering  according  to  the  ex- 
tent (jf  the  interest  purchased,  and  which  in  the  ease  of  a  person  owning 
6  per  cent  of  the  capital  should  be  paid  for  one-fourth  cash  within  six 
months  after  the  date  of  assignment,  and  the  balance  in  five  equal  annual 
payments  from  the  date  of  the  assignment,  to  be  evidenced  by  the  notes  of 
this  association.  It  was  furthermore  therein  agreed  that  the  agreement  was 
irrevocable,  and  (that  it  might  be  carried  out  in  good  faith,  and  notwithstand- 
ing any  effort  on  the  part  of  any  party  of  the  second  part  to  evade  it)  each 
party  of  the  second  part  appointed  the  person  who  at  the  time  when  he  should 
be  called  upon  to  act  should  be  chairman  of  this  association  his  attorney, 
for  him  ard  in  his  name  to  assign  and  transfer  his  interest  in  this  association 
whenever  it  would  be  his  duty  under  the  agreement  so  to  do ;  and  it  was 
furthermore  declared  that  said  appointment  was  irrevocable,  was  coupled 
with  the  party's  interest  in  this  association,  and  would  warrant  the  said  attor- 
ney to  act  just  as  efiicaciously  after  the  party's  death,  or  after  he  had  attempted 
to  revolie  the  power  or  evade  the  agreement  as  if  he  were  living  and  acting 
up  to  it  in  entire  good  faith.  It  was  further  provided  and  declared  in  said 
agreement  that  the  same  evidenced  the  Settled  policy  of  this  association  and  all 
of  its  members  in  entire  good  faith,  and  with  all  efCort  on  their  part  to  carry 
out  its  true  spirit  and  meaning — 

"All  of  us  being  satisfied  that  if  we  do  so  it  will  be  greatly  to  the  benefit  of 
Carnegie  Bros.  &  Co.  (Ltd.),  and  that  any  effort  upon  the  part  of  either  of  us 
to  evade  any  of  the  provisions  of  the  s;ime  will  most  properly  pro^•e  our  unfit- 
ness to  be  connected  with  said  association." 

And  that  any  person  signing  the  agreement  should  become  a  party  of  the 
second  part  thereto  with  the  same  effect  as  if  named  in  the  body  of  the  same. 

During  the  said  month  of  January,  18S7,  said  agreement  was  duly  executed  by 
the  association  and  by  every  member  thereof. 

When  the  plaintiff  first  became  interested  'in  this  association  he  executed  a 
written  article  of  agreement  on  31st  day  of  January,  1887  (Exhibit  A  hereto), 
by  which  he  agreed  to  purchase  a  certain  interest  therein,  and  it  was  expressly 
stated  in  the  agreement  that  the  same  was  made  subject  to  all  the  terms  of  the 
conti-act  of  January  10,  1887,  between  this  association  and  individual  members 
thereof,  a  copy  of  which  was  thereto  annexed  and  made  part  thereof  (the  same 
being  the  "ironclad  agreement"  last  hereinbefore  mentioned),  and  it  was  fur- 
ther stated  that  by  the  signing  of  this  agreement  the  said  plaintiff — 

"Intends  to  and  hereby  expressly  stipulates  that  he  will  comply  with  all  the 
terms  of  said  annexed  agi'eement." 

Shortly  thereafter  the  plaintiff  in  accordance  with  the  terms  of  said  agree- 
ment did  sign  the  "  ironclad  agreement "  of  January  10,  1887,  hereinbefore 
leferred  to,  and  his  purchase  of  an  interest  in.  this  association  and  his  subse- 
quent admission  to  membership  therein  was  conditioned  upon  his  signature  to 
and  his  agreement  to  abide  by  the  provisions  of  said  agreement. 

In  anticipation  of  the  plaintiff's  said  agi-eement  of  January  31,  1887,  at  a 
meeting  of  the  managers  of  this  association  held  January  24,  1887,  it  was 
resolved  that  in  selling  interests  in  the  association  theretofore  acquired  by  it 
from  Mrs.  Lucy  0.  Carnegie,  as  executrix  of  the  estate  of  Thomas  M.  Carnegie, 
deceased,  certain  conditions  should  be  annexed  thereto  and  set  forth  in  formal 
agreements  to  be  prepared  by  the  company's  counsel,  and  it  was,  at  the  same 
meeting,  further  resolved  that  of  the  interests  so  to  be  sold  2  per  cent,  repre- 
senting $100,000  of  our  capital,  at  par,  should  be  transferred  to  Henry 
Phipps,  jr.,  one  of  our  members,  as  trustee.  This  action  was  talcen  in  order 
that  the  contemplated  acquisition  of  such  2  per  cent  by  the  plaintiff  should  be 
carried  into  effect. 

We  aver  that  on  the  14th  day  of  January,  1889,  the  plaintiff,  H.  C.  Frick,  was 
elected  chairman  of  this  association ;  that  after  his  election  as  chairman  it  was 
deemed  advisable  by  the  members  of  this  association  to  prepare  a  printed  draft 
of  the  agreement  of  1887,  so  that  it  should  be  signed  by  the  new  members  who 
might  come  in  and  each  member  might  have  a  copy  thereof,  and  under  the  advice 
and  direction  of  said  Fricli  the  same  was  printed  with  a  slight  modification  in  Its 
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opening  paragraph,  so  that  it  should  read  as  an  agreement  made  the  10th  day 
of  January,  1887,  and  on  certain  dates  thereafter,  between  this  association  and 
each  one  of  the  members  who  has  thereto  affixed  his  name,  but  that  the  said 
printed  copy  is  in  other  respects  identical  with  the  original  contract  of  1887, 
and  in  it  it  was  declared  again  that  it  stated  the  settled  policy  of  the  company 
and  of  its  members,  and  that  its  enforcement  would  be  greatly  to  the  benefit  of 
the  company  and  all  of  its  members,  and  that  any  effort  upon  the  part  of  any- 
body to  evade  it  would  most  properly  prove  his  imfitness  to  be  connected  with 
this  association.  After  said  draft  had  been  reprinted  it  was  executed  by  this 
association,  by  H.  C.  Frick,  as  chairman,  and  was  signed  from  time  to  time 
thereafter  by  various  new  members,  as  they  were  elected  to  this  association, 
who  had  not  signed  the  original  ironclad  of  1887. 

At  or  about  this  time  the  said  contract  or  fundamental  law  of  this  association 
began,  by  reason  of  Its  terms  and  stability,  to  be  known  among  all  the  members 
of  this  association  as  the  "  ironclad  agreement,"  and  is  mentioned  from  time 
to  time  on  the  minute  books  of  this  association  under  said  name. 

The  standard  form  of  resolution  of  the  board  of  managers,  under  which  au- 
thority was  given  for  the  transfer  to  new  members  of  Interests  in  the  capital  of 
the  association,  was  as  follows : 

"Resolved,  That  F.  T.  F.  Lovejoy,  trustee,  be  and  Is  now  hereby  directed  and 

authorized  and  empowered  to  transfer  out  of  trust  certain  capital  of 

this  association  to  the  persons  and  in  the  amounts  named,  as  follows,  to  wit : 

Names.  Amounts. 


at  its  'book  value'  at  the  close  of  business ,  189 — ,  subject  to  all 

the  conditions  of  the  ironclad  agreement  and  subject  to  confirmation  at  the 
next  meeting  of  the  shareholders." 

Resolutions,  Substantially  as  above  set  forth,  appear  In  the  minutes  of  the 
board  of  managers,  approved  by  the  signature  of  the  plaintiff,  as  chairman, 
with  reference  to  transfers  of  Interests  in  the  capital  to  more  than  30  members 
between  1892  and  1900. 

In  the  year  1892  the  matter  was  discussed  in  the  association  of  revising  the 
form  of  said  agreement,  and  the  secretary  prepared  another  printed  draft  of 
said  "  ironclad  agreement,"  substantially  in  the  same  form  as  the  printed  draft, 
the  last  before  referved  to,  with  a  modification  In  the  terms  of  payment  In  the 
case  of  partners  holding  more  than  20  per  cent  of  the  capital;  and  in  this 
agreement  It  was  again  declared  that  the  same  evidenced  the  settled  policy  of 
this  association  and  of  Its  members,  and  that  it  was  greatly  beneficial  to  this 
association  and  its  members  to  carry  out  the  same  In  good  faith,  and  that  any 
effort  on  the  part  of  any  person  to  evade  any  of  Its  provisions  would  most 
properly  prove  his  unfitness  to  be  connected  with  this  association.  This  draft 
of  the  "  ironclad  agreement "  bears  the  printed  date  of  July  1,  1892.  It  was 
executed  for  this  association  by  H.  C.  Frlck,  chairman,  and  by  various  members 
of  the  association  Individually,  including  H.  C.  Frlck,  said  signatures  having 
been  added  from  time  to  time  down  to  the  present  date.  All  the  drafts  of  this 
agreement  contain  Identically  the  same  provision  as  to  the  acquiring  and  pur- 
chasing the  Interest  of  a  partner  holding  6  per  cent  of  stock  In  the  association, 
and  all  of  them  contain  provisions  for  the  purchase  of  stock  held  by  all  the 
members  of  the  association,  the  only  difference  being  In  the  terms  of  payment 
proportionate  to  the  amount  of  capital  held. 

In  December,  1896,  the  question  of  revising  the  "  Ironclad  agreement "  was 
brought  to  the  attention  of  the  managers  of  the  association  with  the  twofold 
object,  as  expressed  by  the  plaintiff  to  his  fellow  members,  of  making  the 
terms  of  payment  easier  for  the  association  In  the  case  of  partners  holding  a 
large  interest,  and  of  making  its  provisions  more  specific  as  to  some  details 
understood  by  the  parties  but  not  fully  expressed  In  the  first  draft  of  the  agree- 
ment, and  during  the  whole  year  of  1897  the  subject  of  a  revision  of  the 
"  ironclad  "  In  those  particulars  was  under  discussion,  and  finally  a  form  was 
reached  which,  it  was  thought,  would  be  satisfactory  to  all  concerned,  and  It 
was  expressly  understood  and  so  stated  In  this  draft  that  It  should  make  void 
and  of  no  effect  the  existing  "  Ironclad  "  when  It  had  been  executed  by  aU  the 
members.    In  this  new  draft  it  was  again  stated  and  declared  that  the  "  Iron- 

17042— No.  36—12 1_ 


2564  UNITED   STATES   STEEL   COBPOEATION. 

Clad  agreement "  was  the  settled  policy  of  ttiis  association  and  of  Its  members, 
and  that  they  were  all  convinced  that  it  was  greatly  to  the  benefit  of  this 
association  and  to  each  member  thereof,  and  that  any  effort  on  the  part  of  any 
member  to  evade  any  of  its  provisions  would  most  properly  prove  his  unfitness 
to  be  connected  with  this  association.  This  draft  was  executed  by  this  asso- 
ciation by  H.  C.  Frick  as  chairman.  Its  object  was,  primarily,  to  provide  for 
the  acquisition  of  the  interests  of  Andrew  Carnegie  and  Henry  Phipps,  jr.,  upon 
the  terms  of  payment  running  substantially  over  50  years,  instead  of  the  much 
shorter  terms  in  the  existing  "  ironclad,"  and  was  prepared  at  the  instance  and 
request,  primarily,  of  Mr.  Frick,  the  plaintiff.  It  was  accepted  and  signed  by 
Andrew  Carnegie.  Mr.  Phipps,  however,  refused  to  sign  the  same,  giving  as  a 
reason  therefor  that  he  was  satisfied  with  the  "  Ironclad,"  which  treated  him 
the  same  as  the  rest  of  the  partners,  and  that  he  would  not  sign  a  paper  which 
was  less  favorable  to  him  than  it  was  to  the  holders  of  the  small  interests,  and 
the  said  attempted  revision  of  1897  was  thereupon  abandoned  and  the  old 
"  ironclad  "  left  In  force. 

While  this  matter  was  under  discussion,  and  so  recently  as  a  meeting  of  the 
board  of  managers  held  on  the  19th  day  of  October,  1897,  the  question  of  the 
new  agreement  and  its  execution  being  under  consideration,  and  objection  to 
the  form  of  such  new  agreement  having  been  made  by  the  defendant,  Henry 
Phipps,  jr.,  the  plaintiff  made  a  statement  to  the  board,  of  which  the  following 
is  a  copy : 

"  Mr.  Fbick.  I  do  not  know  the  nature  of  Mr.  Phipps's  objection  to  the  agree- 
ment, having  on  the  subject  no  letter  from  him  other  than  that  just  read.  He 
has,  of  course,  the  right  of  objection,  and  his  views  are  entitled  to  the  fullest 
consideration.  In  this  letter  he  speaks  in  general  terms  as  to  two  points :  First, 
the  legality  of  the  agreement;  and,  second,  the  wisdom  of  purchase  of  capital 
under  the  agreement.  Mr.  Lovejoy  can,  no  doubt,  inform  us  as  to  the  origin  of 
the  one  we  now  understand  to  be  in  force." 

And  this  statement  having  been  made  by  the  plaintiff,  the  defendant,  F.  T.  P. 
Lovejoy,  In  response  to  his  request,  made  a  statement,  of  which  the  following 
is  a  copy : 

"  Mr.  Lovejoy.  The  original  '  Ironclad  agreement '  was  prepared  in  Decem- 
ber, 1886,  and  January,  1887,  was  submitted  to  the  shareholders  at  a  meeting 
held  January  18,  1887,  with  W.  H.  Singer  in  the  chair,  and  was  approved  and 
its  execution  authorized,  on  the  motion  made  by  Henry  Phipps,  jr.,  and  seconded 
by  John  Walker.  The  original  agreement  bears  Mr.  Phipps's  official  signature 
as  chairman  and  personal  signature  as  shareholder.  It  was  drawn  up  by  D.  T. 
Watson,  and  its  legality  in  all  respects  has  never  been  seriously  questioned.  It 
hashad,  including  this  last,  two  careful  revisions,  each  being  submitted  to  Messrs. 
Knox  &  Reed  and  to  Mr.  Packer  for  careful  examination  and  criticism,  and  it 
is  believed  no  stipulation  therein  is  other  than  legal  and  just." 

And  that  statement  having  been  made  to  the  board,  the  plaintiff  made  a 
further  statement  in  words  following: 

"  Mr.  Fbick.  That  applies  to  both  points ;  Mr.  Phipps  certainly  believed  the 
agreement  to  be  both  legal  and  wise,  or  he  would  not  have  taken  an  active- 
part  in   its  execution. 

"  On  the  question  of  policy,  it  is  certainly  better  for  this  association  to  con- 
trol the  ownership  of  its  capital  by  such  an  agreement,  its  only  alternative 
otherwise  being  to  elect  the  executors  or  administrators  of  the  estate  of  a  de- 
ceased partner  to  membership  in  the  association,  thereby  dividing  its  earn- 
ings with  an  estate  the  representatives  of  which  can  not  in  any  wise  aid  it  in 
the  conduct  of  its  business,  either  by  service  or  advice ;  or,  on  the  other  hand, 
to  submit  to  an  appraisement  of  the  capital  held  by  such  estate  and  to  pay  In 
cash  the  amount  so  found  to  be  due.  Mr.  Phipps's  expression,  '  Better  new  capi- 
tal than  no  capital,'  is  entirely  correct ;  but  there  is  no  provision  whatever,  either 
in  the  law  or  in  this  agreement,  which  would  prevent  the  company  from  selling 
any  part  of  its  capital  purchased  from  an  estate  to  any  person  or  persons  whom 
the  surviving  members  might  regard  as  desirable  partners. 

"  The  old  agreement  we  believe  to  be  legally  operative  until  this  revision 
has  been  signed,  and  as  the  only  changes  made,  other  than  the  extension  of  the 
stipulated  times  of  payment,  are  for  the  better  understanding  and  carrying  out 
of  the  details,  understood,  but  not  fully  expressed,  in  the  first  agreement,  and 
as  the  present  form  is  satisfactory  to  every  member  of  the  association  who  has 
examined  it,  with  the  exception  of  Mr.  Phipps,  I  am  of  the  opinion  we  should 
proceed  to  print  and  execute  the  agreement.  Mr.  Phipps  is  a  fair  man,  espe- 
cially so  in  looking  after  the  interests  of  his  junior  partners,  and  I  fully  be- 
lieve will  withdraw  his  objections  after  he  has  talked  the  matter  over  with  Mr. 
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Carnegie  and  with  the  members  of  the  board.  It  was  expected  that  Mr. 
Phipps  would  sail  for  Pittsburgh  on  October  23,  but  I  learn  that  he  has  de- 
ferred his  visit  until  >fovember  15." 

All  of  which  appears  in  the  minutes  of  the  meeting  of  that  day,  as  entered  in 
the  records  of  this  association,  to  which  record  is  affixed  the  signature  of  the 
plaintiff,  approving  the  same,  under  the  date  of  October  26,  1897. 

Th6  statements  made  by  the  plaintiff  to  that  meeting  of  the  board  of  man- 
agers we  aver  to  be  strictly  accurate,  and  to  truly  express  the  contractual  rela- 
tion which  existed  and  was  known  by  all  members  to  exist  in  the  association. 

During  all  this  time  and  down  to  the  present  time  the  ironclad  agreement 
has  been  the  fundamental  rule  of  this  association.  During  all  the  years  that 
the  plaintiff  was  chairman  of  the  association  the  interests  of  any  partners  who 
desired  to  withdraw  from  the  association  were  acquired  by  the  association, 
through  Frick  as  its  active  agent,  under  the  terms  of  said  agreement.  During 
all  these  years,  whenever  a  partner  was  deemed  to  be  unsatisfactory  by  his 
associates,  he  was  informed  of  that  fact,  generally  by  Frick,  with  the  statement 
that  the  company  would  pay  for  his  interest  under  the  terms  of  this  agreement, 
and  that  if  such  settlement  was  not  accepted  voluntarily,  he,  Fcick,  would 
enforce  the  agreement.  During  all  these  years,  when  partners  died,  this  asso- 
ciation, through  Frick,  its  chairman,  at  once  notified  their  executors  of  the 
existence  of  this  agreement  and  of  the  exercise  by  this  association  of  its  right 
to  purchase  thereunder,  and  in  every  instance  the  said  Frick  did  acquire  the 
interest  for  the  association,  and  settled  for  the  same  with  the  executors  at  the 
value  as  shown  on  the  books  of  this  association  in  accordance  with  the  terms 
of  the  ironclad  agreement.  This  course  of  dealing  by  this  association  through 
the  said  Frick  with  its  members  continued  up  to  the  time  of  his  resigning  as 
chairman  and  manager  of  this  association,  and  up  to  the  time  of  the  filing  of 
the  bill  in  this  cause  no  member  of  this  association,  except  the  said  Frick,  has 
questioned  or  attempted  to  evade  said  ironclad  agreement. 

This  is  evidenced  by  the  minutes  of  a  meeting  held  on  May  18,  1897. 

"At  a  meeting  of  the  board  of  managers  of  the  Carnegie  Steel  Co.  (Ltd.), 
held  at  the  general  offices  of  the  association,  Carnegie  Building,  Pittsburgh, 
Pa.,  at  12.30  p.  m.,  on  Tuesday,  May  18,  1897,  there  were  Messrs.  Frick  (chair- 
man). Singer,  Curry,  Schwab,  Leishman,  Peacock,  and  Lovejoy  (secretary)  ; 
also  Messrs.  Thomas  Morrison,  W.  W.  Blackburn,  and  D.  M.  Cle'mson.  (Mr. 
Phipps  abroad;  Mr.  Pontefract  ill.) 

"  Mr.  Feiok.  Under  the  '  ironclad  agreement '  we  have  the  right,  at  any  time 
during  the  four  months  succeeding  the  death  of  our  partner,  H.  W.  Borntraeger, 
to  purchase  his  interest  at  its  book  value  on  the  first  day  of  the  month 
succeeding  his  death.  The  secretary  should  be  instructed  to  notify  the  Fidelity 
Title  &  Trust  Co.,  the  executors  of  Mr.  Borntraeger's  will,  that  we  will  avail 
ourselves  of  the  option. 

"On  motion  (Messrs.  Schwab  and  Curry),  the  secretary  was  so  directed; 
the  vote  being  unanimous.  < 

"  Jlr.  Feick.  It  is  well  for  the  board  to  note,  in  this  connection,  that  it  is 
the  old  'Ironclad  agreement,'  dated  July  1,  1892,  which  will  govern  this  settle- 
ment, the  new  'ironclad  agreement '  under  consideration  not  having  been  signed 
by  all  the  members.  This  will  make  one-fourth  of  the  value,  something  over 
$200,000,  due  in  cash  within  90  days,  the  balance  in  notes  maturing  1  and  2 
years  after  his  death.  This  will  make  the  payments  pretty  heavy,  as  it  was 
not  contemplated  at  the  time  of  making  the  agreement  that  the  book  value 
would  be  so  high. 

"  On  motion,  adjourned." 

This  minute  is  approved  with  the  signature  of  the  plaintiff  as  chairman  in 
his  own  handwriting. 

In  January,  1900,  more  than  three-fourths  in  number  and  value  of  interests 
of  members  of  this  association  did  determine,  for  the  reasons  hereinbefore  set 
forth,  that  the  Interest  of  the  said  Frick  in  this  association  should  be  acquired 
by  it  under  the  terms  of  the  said  ironclad  agreement,  and  did  sign  a  writing, 
hereinabove  set  forth  at  length,  which  writing  was  duly  served  on  said  Frick, 
as  provided  in  said  agreement.  Said  Frick  neglected  and  refused  to  make  the 
said  transfer,  and  thereafter,  in  accordance  with  the  terms  of  said  ironclad 
agreement,  to  wit,  on  the  1st  day  of  February,  1900,  Charles  M.  Schwab,  then 
the  president  of  this  association,  did  assign  and  transfer  all  of  said  Frick's 
interest  in  this  association  to  this  association,  under  the  terms  o"f  said  agree- 
ment, and  this  association,  by  a  resolution  of  its  board  of  managers,  duly 
passed  on  said  1st  day  of  February,  1900,  directed  its  officers  to  make  pay- 
ment for  the  same,  in  accordance  with  said  agreement;  and  this  association 
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is  ready  and  willing,  and  liereby  tenders  payment  for  the  said  interest  in  ac- 
'cordance  with  the  terms  of  said  agreement,  to  wit,  its  value  as  it  shall  appear 
to  be  on  the  books  of  this  association  on  the  1st  day  of  March,  1900;  and  as 
soon  as  this  association's  books  are  written  up  as  of  that  date,  the  said  Frick 
will  be  furnished  with  a  balance  sheet,  and  the  cash  and  notes  will  be  tendered 
him  for  the  value  of  his  interest  as  it  appears  therein,  said  amount  being  ap- 
proximately $4,900,000. 

We  aver  that  the  said  sum  will  be  the  full  amount  due  to  said  Frick  under 
the  terms  of  said  agreement,  being  the  amount  shown  on  the  books  kept  in  the 
manner  prescribed  by  Frick  during  his  years  of  oflSce  as  chairman,  and  under 
the  proper  and  customary  method  of  keeping  books,  and  upon  the  same  basis 
as  all  other  partners  and  estates  of  deceased  partners  have  heretofore  been 
settled  for.  We  further  aver  that  said  price  is  the  full  and  fair  value  of  the 
interest  of  said  Frick  on  said  date. 

The  method  of  valuing  the  interests  of  any  member  or  members  according 
to  the  valuation  as  stated  on  the  books  is  eminently  just  and  liberal.  It  is  a 
method  of  ascertaining  the  value  of  partnership  interests  largely  adopted  both 
in  this  country  and  in  England.  The  experience  and  judgment  of  business 
men  justify  us  in  saying  (as  we  do)  that  such  a  method  of  valuation  in  large 
manufacturing  companies,  and  especially  of  iron  and  steel  in  our  country,  as 
a  rule.  Is  more  liberal  to  the  seller  than  to  the  buyer ;  for  experience  has  shown 
that  partnership  assets,  on  a  just  appraisement,  seldom  reach  the  value  at 
which  they  stand  on  the  books  of  the  concern,  and  that  a  settlement  made  with 
a  withdrawing  partner  at  a  valuation  of  his  interest  based  upon  its  value  as 
appearing  on  the  books  of  the  firm  is,  in  a  very  large  majority  of  cases,  highly 
advantageous  to  such  withdrawing  partner. 

The  interest  of  6  per  cent  in  this  association  held  by  the  plaintifC  prior  to 
February  1,  1900,  was  acquired  by  him  in  different  amounts  at  different  times, 
and  was  paid  for  by  crediting  to  the  plaintiff  his  proportionate  share  of  the 
profits  of  the  association,  less  interest  on  the  amount  with  which  the  plaintiff 
stood  charged,  except  to  the  extent  of  about  $310,000,  which  plaintiff  paid  on 
account  of  said  Interest  in  cash  or  its  equivalent.  During  his  membership, 
however,  the  plaintiff,  in  addition  to  an  adequate  salary  paid  to  him  for  his 
services  as  a  manager,  received  upon  his  said  interest  actual  dividends  in  cash, 
which  not  only  repaid  to  him  the  said  sum  of  $311,000,  but  an  additional  sum 
or  clear  profit  of  $938,275.87.  The  book  value  of  said  6  per  cent  interest  oh 
January  1,  1900,  was  $4,536,606.24,  to  which  in  a  settlement  with  the  plaintiff 
is  to  be  added  his  proportion  of  the  profit  earned  in  the  months  of  January  and 
February,  1900.  We  aver  that  the  plaintiff  has  no  reason  to  complain  of  the 
operation  of  a  contract  which  gives  to  him  nearly  $5,000,000  for  an  interest 
which  Involved  no  investment  of  capital  by  him,  and  which  has  already  paid 
him  in  cash  profits  of  almost  $1,000,000. 

Thirteenth.  We  deny  the  truth  of  the  averments  contained  in  the  thirteenth 
paragraph  of  the  bill  of  complaint,  and  in  particular  that  there  was  any  at- 
tempt on  the  part  of  Carnegie  or  others  to  seize  plaintiff's  interest  in  the  firm 
at  a  fraction  of  its  real  value;  but,  on  the  contrary,  we  aver  that  in  accord- 
ance with  the  terms  of  a  contract  between  the  plaintiff  and  this  association 
plaintiffs  relations  as  a  member  of  the  association  were  brought  to  an  end, 
and  that  the  plaintiff  under  the  terms  of  said  contract  is  entitled  to  receive 
in  the  manner  specified  in  said  contract  the  book  value  of  his  interest  in  the 
property  of  the  association  upon  the  same  terms  as  in  many  Instances  during 
plaintiff's  relations  to  this  association,  as  its  chief  executive  officer,  he  settled 
with  the  estates  of  deceased  and  retiring  members;  and  we  aver  that  the 
amount  which  plaintiff  will  receive  under  said  contract  is  not  only  the  amount 
which  he  agreed  to  receive  as  one  of  the  terms  of  his  admission  to  the  asso- 
ciation, but  is  also  the  full  and  fair  value  of  his  interest  In  the  property. 

Fourteenth.  We  deny  the  truth  of  the  averments  contained  in  the  fourteenth 
paragraph  of  the  bill  of  complaint  in  manner  and  form  as  stated.  While  it 
is  true  that  this  association  and  the  defendant  Andrew  Carnegie  have  refused 
to  submit  to  arbitration  the  question  of  the  value  of  plaintiff's  interests,  their 
action  in  this  regard  is  not  because  they  believe  that  the  result  of  said  arbitra- 
tion would  Increase  the  amount  which  the  plaintiff  is  entitled  to  receive.  The 
refusal  to  submit  the  question  to  arbitration  was  because  the  defendants  pro- 
pose at  all  times  to  maintain  the  integrity  of  the  contract  under  which  the 
relations  of  the  association  and  its  various  members  have  been  defined  since 
the  year  1887,  and  under  which  all  previous  transactions  between  the  associa- 
tion and  its  several  members  have  been  made.  Said  agreement  was  adopted 
by  the  members  of  the  association  as  the  basis  upon  which  they  agreed  to 
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cooperate  together  in  conducting  the  business  of  the  association.  By  reason 
of  the  advantages  which  the  association  has  received  from  doing  business  under 
said  ironclad  agreement  in  being  able  to  secure  and  retain  the  services  of  the 
most  competent  and  energetic  men,  and  of  dispensing  with  others  proving 
inefficient  or  inharmonious,  much  of  the  prosperity  of  the  association  is  due. 
If  the  validity  of  such  an  agreement  can  not  be  maintained,  it  will  be  impossible 
in  the  future  for  this  association  or  others  organized  upon  the  same  plan  to 
continue  in  business,  and  by  reason  of  the  importance  and  necessity  of  main- 
taining the  integrity  and  validity  of  the  ironclad  agreement  we  have  declined, 
and  will  always  decline,  to  arbitrate  the  question  of  the  value  of  plaintiffs 
interest;  and  having  so  said  we  do  aver  that  all  the  pretended  offers  of  com- 
promise set  forth  in  said  fourteenth  paragraph  were  made  in  bad  faith  by 
Frick,  and  for  the  purpose  not  of  obtaining  what  he  was  justly  entitled  to,  but 
for  the  purpose  of  evading  his  agreements  and  with  the  view  to  possibly  obtain- 
ing by  means  thereof  a  price  to  which  he  is  not  entitled.  If  it  be  as  Frick 
alleges,  and  which  we  deny,  that  this  association  is  a  general  partnership,  the 
said  Frick  having  ceased  to  be  a  member,  is  under  no  liability  for  any  future 
indebtedness  and  as  to  any  past  indebtedness  this  association  is  ready  and 
willing  and  hereby  tenders  to  indemnify  tie  said  Frick  against  any  liability 
therefor.  We  deny  expressly  that  the  association  is  under  the  exclusive  con- 
trol and  management  of  Carnegie,  but  we  aver  that  if  it  were,  he  is  fully 
competent  and  able  to  properly  manage  and  carry  on  the  said  business. 

We  admit  that  the  business  of  this  association  was,  while  Fiick  continued  a 
member,  "jeopardized  by  Inharmonious  relations  between  the  partners,"  and 
it  is  necessary  "  that  its  enormous  business  might  be  carried  on  by  united  and 
harmonious  action  " ;  but  we  do  aver  that  there  is  no  reason  why  the  plaintiff 
should  be  permitted  to  repudiate  or  evade  his  own  contract  fairly  made  upon  a 
fair  and  full  consideration,  which  has  heretofore  been  observed  in  good  faith 
and  without  exception  by  all  the  other  retiring  members  of  said  association, 
and  which,  until  it  was  applied  to  his  own  case,  was  always  advocated  and  sup- 
ported by  the  plaintiff  not  only  as  a  valid  and  binding  contract,  but  as  a  fair 
and  equitable  one,  and  which  the  plaintifl:  himself  has  always  insisted  should 
be  impartially  applied  to  the  interests  of  the  living  and  the  estates  of  the  dead. 

For  these  reasons  we  are  unwilling  to  relieve  the  said  plaintifC  from  the  obli- 
gations of  his  contract,  and  insist  that  the  same  be  carried  out,  and  therefore 
decline  the  proposition  as  aforesaid  that  plaintiff's  interest  be  paid  for  at  a 
valuation  to  be  ascertained  by  three  disinterested  business  men,  or  to  be  ascer- 
tained otherwise  than  as  in  and  by  said  contract  provided.  We  do  aver  that 
the  said  Carnegie  Steel  Co.  (Ltd.)  is  now  a  valid  partnership  association  under 
the  laws  of  Pennsylvania,  and,  denying  that  it  is  a  general  partnership,  decline 
plaintiff's  propositions  to  take  further  action  alleged  or  pretended  to  be  for  the 
purpose  of  making  said  company  a  partnership  association  or  to  admit  the 
plaintiff  to  participation  in  the  management  of  said  business  upon  the  allega- 
tion or  pretense  that  the  said  company  is  now  a  general  partnership.  We  are 
advised  and  believe  and  therefore  aver  that  so  far  as  the  so-called  ironclad 
agreement  is  concerned  it  is  immaterial  whether  the  said  company  is  a  partner- 
ship association  under  the  statutes  of  Pennsylvania  or  a  general  partnership, 
and  that  in  either  case  the  said  so-called  ironclad  agreement  is  a  good  and  valid 
contract,  binding  upon  the  plaintiff  with  respect  to  his  interest  therein. 

Fifteenth.  We  admit  that  this  association  and  all  its  members,  as  stated  in 
the  fifteenth  paragraph  of  the  bill,  claim  that  Frick  has  now  no  interest  in  this 
association,  except  to  receive  certain  payments  under  the  terms  of  his  agree- 
ment, and  we  do  aver  that  such  is  the  fact.  We  deny  all  the  other  allegations 
in  the  fifteenth  paragraph.  We  deny  that  the  prosperity  of  this  association  is 
the  result  of  the  plaintiff's  continuous  and  close  personal  management  of  the 
same  from  the  time  of  its  organization.  We  admit  that  the  plaintiff  and  other 
members  of  the  association  were  competent  and  energetic  business  men,  and  did 
each  in  his  way  contribute  to  the  prosperity  of  the  association  until  such  time  as 
the  plaintiff  entered  upon  a  course  of  conduct  which  placed  him  in  a'  position 
where  It  was  impossible  for  him  to  contribute  to  the  common  prosperity. 

Sixteenth.  We  deny  the  averments  contained  in  the  sixteenth  paragraph  of  the 
biU  of  complaint,  and  in  particular  do  aver  that  said  ironclad  agreement  was  in 
force  at  the  time  when  the  notice  was  given  to  the  plaintiff  hereinabove  particu- 
larly referred  to,  and  do  aver  that  the  transfer  of  said  interest  by  the  defendant 
Schwab,  as  the  attorney  in  fact  of  the  plaintiff,  was  a  valid  and  effective  trans- 
fer of  all  the  plaintiff's  interest  in  the  capital  of  this  association,  and  that  by 
said  transfer  all  right,  title,  or  interest  of  any  kind  theretofore  owned  by  said 
plaintiff  in  the  capital  of  this  association  ceased  and  was  at  an  end. 
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Seventeenth.  We  deny  each  and  every  allegation  of  fraud  contained  in  the 
bill,  and  we  aver  that  there  is  no  truth  in  any  statement  contained  in  the  bill 
except  what  is  in  this  answer  expressly  admitted  to  be  true. 

Wherefore,  having  denied  all  and  every  averment  contained  in  the  bill  of  com- 
plaint which  is  material  to  the  relief  sought,  we  pray  that  the  bill  may  be 
dismissed  with  costs. 

[seal.]  The  Carnegie  Steel  Co.   (Ltd.), 

By  C.  M.  Schwab. 
Attest : 

A.  M.  Morelaud,  secretary ;  Andrew  Carnegie ;  0.  M.  Schwab ;  L.  C. 
Phipps;  W.  H.  Singer;  Thomas  Morrison;  D.  M.  Clemson;  James 
Gayley ;  A.  M.  Moreland. 
Geo.  Tucker  Bispham,  Richard  O.  Dale,  Clarence  Burleigh;  Dalzell, 
Scott  &  Gordon,  Defendants'  Solicitors. 

State  or  Pennsylvania,  County  of  Allegheny,  City  of  Pittsburgh,  ss: 

Before  me,  the  undersigned,  a  notary  public  in  Pennsylvania,  residing  in  said 
city  and  county,  personally  came  Andrew  M.  Moreland,  who,  being  duly 
sworn  according  to  law,  deposes  and  says  that  he  is  the  secretary  of  the  Car- 
negie Steel  Co.  (Ltd.),  the  above-named  association;  that  he  was  personally 
present  at  the  execution  of  the  foregoing  answer  and  saw  the  common  seal 
of  the  said  association  thereto  affixed ;  that  the  seal  so  affixed  thereto  is  the 
common  seal  of  the  said  association,  the  Carnegie  Steel  Co.  (Ltd.)  ;  that  the 
common  seal  of  the  said  association  was  aflixed  thereto  pursuant  to  a  resolu- 
tion of  the  board  of  managers  of  said  association ;  and  that  the  signature  of 
Charles  M.  Schwab  and  of  this  deponent  subscribed  thereto,  as  president  and 
secretary,  respectively,  of  said  association,  are  of  their  proper  and  respective 
handwriting;  and  this  deponent  doth  further  aver  that  the  statements  of  fact 
set  forth  in  the  said  answer  are  true  and  correct  as  this  deponent  verily 
believes. 

Andbew  M.  Moreland. 

Sworn  and  subscribed  before  me  this  12th  day  of  March,  A.  D.  1900. 

Albert  H.  Eames, 

Notary  PuUic. 

State  of  Pennsylvania,  City  and  County  of  Philadelphia,  ss: 

Before  me,  the  undersigned,  a  notary  public  of  Pennsylvania,  residing  in  said 
city  and  county,  personally  came  the  above-named  Andrew  Carnegie,  who,  being 
duly  sworn  according  to  law,  deposes  and  says  that  the  statements  of  fact  set 
forth  in  the  foregoing  answer,  in  so  far  as  made  upon  his  personal  knowledge, 
are  true  and  correct,  and,  in  so  far  as  made  upon  information  received,  he 
believes  tJie  same  to  be  true  and  correct. 

Andrew  Carnegie. 

Sworn  and  subscribed  before  me  this  10th  day  of  March,  A.  D.  1900. 

George  H.  Smyth, 

Notary  Public. 

State  of  Pennsyi-vania,  County  of  Allegheny,  City  of  Pittsburgh,  ss: 

Before  me,  the  undersigned,  a  notary  public  of  Pennsylvania,  residing  in  said 
city  and  county,  personally  came  the  above-named  Charles  M.  Schwab,  L.  0. 
Phipps,  W.  H.  Singer,  Thomas  Morrison,  D.  M.  Clemson,  James  Gayley,  and 
A.  M.  Moreland,  who,  being  duly  sworn  according  to  law,  do  severally  depose 
and  say  that  the  statements  of  fact  set  forth  in  the  foregoing  answer,  in  so 
far  as  made  upon  their  personal  knowledge,  are  true  and  correct,  and,  in  so 
far  as  made  upon  information  received,  they  believe  them  to  be  true  and 
correct. 

Charles  M.  Schwab. 
L.  S.  Phipps. 
W.  H.  Singer. 
Thomas  Morrison. 
D.  M.  Clemson. 
James  Gayley. 
A.  M.  Moreland. 
Sworn  and  subscribed  before  me  this  12th  day  of  March,  A.  D.  1900. 

Albert  H.  Eames, 

Notary  PuWc. 
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Exhibit  A. 


Articles  of  agreement,  made  and  concluded  this  31st  day  of  January, 
A.  D.  1887,  between  Carnegie  Bros.  &  Co.  (Ltd.),  a  partnership  organization 
existing  under  the  laws  of  the  State  of  Pennsylvania,  party  of  the  first  part, 
and  Henry  C.  Frick,  of  the  city  of  Pittsburgh,  county  of  Allegheny  and  State 
aforesaid,  party  of  the  second  part,  as  follows : 

(I)  The  party  of  the  first  part  has  agreed,  and  does  hereby  agree,  for  the 
consideration  and  upon  the  conditions  hereinafter  mentioned,  to  sell,  assign, 
and  transfer,  at  the  time  and  in  the  manner  hereinafter  stated,  to  the  party 
of  the  second  part  an  interest  in  the  capital  of  the  said  party  of  the  first  part 
which  shall  amount  to  the  sum  of  $100,000,  at  par,  of  said  capital,  together 
with  all  profits  or  dividends  in  any  way  applicable  thereto  after  November 
1,  1886. 

(II)  In  consideration  whereof  the  said  party  of  the  second  part  hereby 
promises  and  agrees  to  pay  to  the  said  party  of  the  first  part  the  sum  of 
$184,000,  payable  in  manner  as  follows :  $36,800  on  November  1,  1887 ;  $36^00 
on  November  1,  1888;  $36,800  on  November  1,  1889;  $36,800  on  November  1, 
1890 ;  $36,800  on  November  1,  1891,  with  Interest  at  6  per  cent  per  annum, 
payable  semiajinually  on  he  1st  days  of  May  and  November  in  each  year  until 
fully  paid. 

(III)  It  is  expressly  understood  and  agreed  between  the  parties  hereto  that 
the  said  party  of  the  second  part  shall  not,  until  the  said  purchase  money  and  the 
interest  thereon  shall  have  been  fully  paid  to  the  said  party  of  the  first  part, 
receive  any  of  the  dividends,  or  the  profits,  or  the  earnings  in  any  way  appli- 
cable to  or  belonging  to  the  interest  hereby  agreed  to  be  sold  to  the  said  second 
party ;  nor  shall  the  said  second  party  in  any  shape,  manner,  or  form  have 
the  right  to  control  the  said  interest,  or  have  any  legal  or  equitable  estate  In 
said  interest,  until  the  said  purchase  money  shall  be  fully  paid;  nor  shall  he, 
until  then,  have  the  right,  in  any  way  or  at  any  time,  to  vote  upon  the  sai,d 
Interest. 

(IV)  The  party  of  the  first  part  agrees,  however,  that  it  will  credit  all  the 
profits  and  dividends  properly  applicable  to  the  said  interest  to  the  said  pur- 
chase money  to  be  paid  by  the  said  second  party  and  at  the  times  when  the 
said  dividends  and  profits  are  declared,  and  in  order  that  this  arrangement 
may  be  carried  out  witji  the  least  inconvenience,  and  also  that  the  entire  interest 
as  agreed  to  be  sold  shall  always  be  security  for  any  balance  of  purchase  money 
still  remaining  impaid,  both  parties  hereto  agree  that  upon  the  execution  hereof 
the  said  Interest  hereby  agreed  to  be  sold  to  the  said  party  of  the  second  part 
shall  be  transferred  to  and  remain  in  the  name  of  Henry  Phipps,  jr.,  as  trustee, 
with  whom  an  account  shall  be  kept  on  the  books  of  the  company  as  to  said 
interest;  and  to  the  said  Henry  Phipps,  jr.,  as  trustee,  shall  be  issued  a  cer- 
tificate for  the  said  Interest  agreed  to  be  sold,  and  he  shall  thereupon  transfer 
and  assign  the  said  certificate  to  the  said  party  of  the  first  part  as  collateral 
security  for  any  and  all  purchase  money  that  may  at  any  and  all  times  be 
unpaid  out  of  the  said  purchase  money  which  the  party  of  the  second  part 
hereby  agrees  to  pay. 

Said  Henry  Phipps,  jr.,  shall  have  the  right  at  all  times  to  vote  upon  said 
interest  and  to  control  and  manage  the  same  without  any  interference  of  any 
kind  from  said  party  of  the  second  part  up  until  the  said  purchase  money  has 
been  paid  in  full.  The  said  Henry  Phipps,  jr.,  shall  under  no  circumstances  be 
held  liable  for  any  loss  that  may  in  any  way  be  occasioned  to  the  said  interest 
except  in  case  of  actual  fraud. 

(V)  This  agreement  is  made  subject  to  all  the  terms  and  provisions  of  an 
article  of  agreement  dated  January  10,  1887,  between  the  association  of  Car- 
negie Bros.  &  Co.  (Ltd.),  as  the  party  of  the  first  part  and  the  individual  mem- 
bers thereof  as  the  parties  of  the  second  part,  a  copy  of  which  is  hereto  an- 
nexed and  made  part  hereof,  and  by  the  signing  of  this  agreement  the  said 
party  of  the  second  part  intends  to,  and  hereby  expressly  stipulates,  that  he 
will  comply  with  all  the  terms  of  the  said  annexed  agreement. 

(VI)  Upon  the  full  and  faithful  compliance  by  the  said  party  of  the  second 
part  not  only  With  all  the  terms,  provisions,  and  stipulations  of  this  agreement, 
but  also  on  a  full  and  faithful  compliance  with  all  the  terms,  provisions,  and 
stipulations  of  the  annexed  agreement,  and  after  all  the  said  purchase  money 
shall  have  been  fully  paid,  the  said  party  of  the  first  part  shall  transfer  and 
assign  on  Its  books  to  the  said  party  of  the  second  part  the  said  Jnterest  In  its 
capital,  as  specified  In  the  first  paragraph  hereof,  and  shall  cancel  and  transfer 
the  assignment  made  to  the  said  Henry  Phipps,  jr.,  as  trustee. 
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In  witness  whereof  the  said  party  of  the  first  part  has  hereunto  set  Its 
common  seal,  attested  by  the  signatures  of  its  chairman  and  treasurer,  and  the 
said  second  party  has  hereunto  set  his  hand  and  seal  the  day  and  date  first 
above  given. 

Caeneqie  Bros.  &  Co.  (Ltd.), 
By  H.  Phipps,  Jr.,  Chairman. 
D.  A.  Stewabt,  Treasurer. 
H.  C.  Fbick.  [seal.] 

In  the  presence  of — 

S.  E.  MooBE,  Secretary. 
R.  E.  Bbidqe. 


And  now  Jlay  13,  1889 : 

Whereas  under  an  agreement  bearing  date  of  January  31,  1887,  by  and  be- 
tween this  association  and  Henry  C.  Frick,  2  per  cent  of  the  paid-up  capital  of 
this  association  (or  $100,000)  has  since  date  as  of  November  1,  1886,  been  held 
in  trust  by  Henry  Phipps,  jr.,  for  said  Henry  C.  Frick,  conditioned  upon  the 
payment  at  certain  times  set  forth  in  said  agreement  of  an  aggregate  value  of 
$184,000;  and 

Whereas  at  sundry  times  since  that  date,  and  especially  on  May  18,  1889,  the 
said  Henry  C.  Frick  did  receive  certain  credits  for  dividends,  and  did  make  a 
certain  p;iyment  of  cash,  and  did  issue  to  this  association  certain  notes  aggre- 
gating $100,000,  covering  the  balance  unpaid  as  of  May  1,  1889,  on  said  capital 
purchased,  falling  due  at  certain  times  hereafter,  and  being  secured  by  the 
aforesaid  2  per  cent  of  the  capital  of  this  association  as  collateral,  all  of  which 
appears  in  detail  on  the  records  of  this  association :  Now,  therefore,  be  it 

Resolved,  That  the  said  Henry  Phipps,  jr.,  as  trustee,  be  directed  to  transfer 
to  Henry  C.  Frick,  as  of  December  31,  1888,  said  holding  of  capital  in  this 
association ; 

That  said  trustee  be  fully  released  from  any  and  all  responsibility  or  concern 
in  the  trust  aforesaid ;  and 

The  transfer  being  duly  made,  that  the  trusteeship  be  abolished  and  the 
agreement  regulating  the  same  be,  and  is  now  hereby,  abrogated,  canceled,  and 
annulled  absolutely,  taking  effect  as  on  December  31,  1888. 

Certified  from  the  minutes  of  a  meeting  of  the  board  of  managers  of  Carnegie 
Bros.  &  Co.  (Ltd.),  held  at  the  association  branch  offices,  Pittsburgh,  Pa.,  May 
15,  1889.  It  being  also  this  day  agreed  by  and  between  the  parties  in  interest 
that  the  said  2  per  cent  of  the  capital  shall  remain  as  collateral  for  the  notes 
above  referred  to,  and  that  all  dividends  made  payable  thereon  shall  be 
deposited  by  said  H.  C.  Frick  with  this  association,  as  advance  payments,  to 
bear  interest,  on  account  of  the  notes  as  aforesaid. 

.ToiiN  G.  A.  Leishman,  Vice  Chairman. 
Geo.  Laudeb,  Manager. 

Attest : 

S.  E.  JIooBE,  Secretary. 

I  agree  to  the  foregoing. 

H.  C.  Frick. 


This  agreement,  made  this  10th  day  of  January,  A.  D.  1887,  between  Carnegie 
Bros.  &  Co.  (Ltd.),  party  of  the  first  part,  and  Andrew  Carnegie,  John  Walker, 
.'iamuel  E.  Moore.  Henry  Phipps,  jr.,  H.  M.  Curry,  William  H.  Singer,  George 
Lauder,  William  L.  Abbott,  David  A.  Stewart,  H.  W.  Borntraeger,  parties  of 
the  second  part. 

Witnesseth : 

(I)  That  the  parties  of  the  second  part,  each  acting  for  himself  only  and  not 
for  another,  for  and  in  consideration  of  the  sum  of  $1  to  each  of  us  in  hand 
paid  by  the  party  of  the  flrst  part,  the  redeipt  whereof,  by  the  signing  hereof.  Is 
hereby  acknowledged,  and  for  other  good  and  valuable  considerations  to  each 
of  us  moving,  do  hereby  covenant,  promise,  and  agree  to  and  with  the  party  of 
the  first  part,  that  they,  the  several  parties  of  the  second  part,  each  acting  for 
himself,  will  at  any  time  hereafter  when  three-fourths  in  number  of  the  persons 
holding  interests  in  said  first  party,  and  three-fourths  in  value  of  said  interests 
shall  request  us,  or  either  of  us  so  to  do,  sell,  assign,  and  tranrfer  to  said  first 
party,  all  of  each  of  our  interests  in  the  limited  partnership  of  the  Carnegie 
Bros.  &  Co.  '(Ltd.).     The  interest  shall  be  assigned  freed  from  all  liens  and 
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fncumbrances  or  contracts  of  any  kind,  and  this  transfer  sliaU  at  ouce  terminate 
all  our  Interests  In  and  connection  with  said  Carnegie  Bros.  &  Co.  (Ltd.). 

(II)  The  request  of  the  requisite  number  and  value  shall  be  evidenced  by 
a  writing  signed  by  them  or  their  proper  agents  or  attorneys  in  fact — and  a 
copy  of  this  shall  be  either  served  upon  the  party  whose  interest  it  is  proposed 
to  buy,  or  mailed  to  him  at  his  post-office  address — at  least  five  days  before 
the  day  fixed  in  said  request  to  malse  said  transfer  and  assignment. 

(III)  The  party  of  the  first  part  covenants  and  agrees  that  it  will  pay  unto 
the  party  so  selling  and  assigning  the  value  of  the  interest  so  assigned,  as  it 
shall  appear  to  be  on  the  books  of  said  Carnegie  Bros.  &  Co.  (Ltd.),  on  the 
first  day  of  the  month  following  said  assignment. 

Said  payment  shall  be  made  in  matter  as  follows : 

If  the  interest  assigned  shall  not  exceed  2  per  cent  of  the  capital  stock  at 
par,  the  same  shall  be  paid  for  as  follows : 

One-fourth  cash  within  90  days  of  the  date  of  the  assignment  and  the  balance 
in  two  equal  annual  payments  from  the  date  of  the  assignment  to  be  evidenced 
by  the  notes  of  said  first  party. 

If  the  interest  assigned  shall  exceed  2  per  cent,  but  shall  not  exceed  4  per 
cent,  of  the  capital  stock  at  par,  then  the  same  shall  be  paid  as  follows :  One- 
fourth  cash  in  six  months  after  the  date  of  the  assignment,  and  the  balance  in 
three  equal  annual  payments  from  the  date  of  the  assignment,  to  be  evidenced 
by  the  notes  of  the  said  first  party. 

If  the  interest  assigned  shall  exceed  4  per  cent,  but  shall  not  exceed  20  per 
cent,  of  the  capital  stock  at  par,  then  the  same  shall  be  paid  for  as  follows : 
One-fourth  cash  within  six  months  after  the  date  of  the  assignment,  and  the 
balance  in  five  equal  annual  payments  from  the  date  of  the  assignment,  to  be 
evidenced  by  the  notes  of  said  first  party. 

If  the  interest  assigned  shall  exceed  20  per  cent  and  not  exceed  40  per 
cent  of  the  capital  stock  at  par,  then  the  same  shall  be  paid  for  as  follows: 
One-fourth  cash  within  eight  months  after  the  date  of  the  assignment,  and  the 
balance  in  10  equal  annual  payments  from  the  date  of  the  assignment,  to  be 
evidenced  by  the  notes  of  the  said  first  party. 

If  the  interest  assigned  shall  exceed  40  per  cent  of  the  capital  stock  at  par, 
then  the  same  shall  be  paid  for  as  follows:  One-fourth  cash  within  12  months 
after  the  date  of  the  assignment,  and  the  balance  in  15  equal  annual  payments 
from  the  date  of  the  assignment,  to  be  evidenced  by  the  notes  of  said  first  party. 

All  deferred  payments  shall  bear  interest  at  6  per  cent  per  annum,  payable 
semiannually. 

(IV)  This  agreement,  and  the  option  each  of  the  parties  of  the  second  part 
hereby  give  to  the  first  party,  is  hereby  declared  to  be  irrevocable ;  and  that  it 
may  be  carried  out  in  good  faith  and  notwithstanding  any  effort  on  the  paBt 
of  any  of  the  second  parties  to  evade  it,  each  of  the  second  parties  do  hereby 
appoint  the  person  who,  at  the  time  v\'hen  he  Is  called  upon  to  act,  is  chairman 
of  the  first  party  our  attorney  in  fact  for  us  and  in  our  names,  places,  and 
stead,  to  assign  and  transfer  our  said  interests  in  said  Carnegie  Bros.  &  Co. 
(Ltd.)  whenever,  under  this  agreement,  it  would  be  the  duty  of  any  one  of  us 
so  to  do.  This  appointment  Is  also  irrevocable,  is  coupled  with  the  interest 
each  of  us  have  in  said  Carnegie  Bros.  &  Co.  (Ltd.),  and  will  justify  and  war- 
rant our  said  attorney  in  fact  to  act  for  us,  or  either  of  us,  In  the  premises 
just  as  efficaciously  after  the  death  of  any  of  us,  or  after  any  of  us  has 
attempted  to  revoke  this  power  of  attorney  or  evade  this  agreement,  as  if  we 
were  alive  and  living  up  to  it  In  entire  good  faith. 

(V)  Death  shall  not  revoke,  alter,  or  impair  any  of  the  terms  of  this  con- 
tract, but  the  first  party  shall,  after  the  death  of  either  of  the  second  parties, 
have  the  following  time  to  elect  to  buy  his  interest  on  the  terms  hereinbefore 
set  out: 

If  the  Interest  does  not  exceed  4  per  cent,  four  months. 

If  the  Interest  exceeds  4  per  cent  but  does  not  exceed  20  per  cent,  eight 
months. 

If  the  interest  exceeds  20  per  cent,  12  months. 

And  we,  each  of  us,  who  sign  this  agreement  hereby  direct  our  personal 
representatives,  after  our  death,  to  approve,  join  in,  and  perfect  any  transfer 
our  said  attorney  in  fact  may  make,  and  our  said  executor  or  executors,  or 
administrator  or  administrators  shall  carry  out  this  contract  and  all  Its  pro- 
visions just  as  if  said  representatives  had  themselves  made  this  agreement. 

(VI)  This  agreement  is  hereby  declared  to  be  a  lien  and  incumbrance  upon 
each  of  our  shares  in  said  Carnegie  Bros.  &  Co.   (Ltd.)  ;  no  attempt  of  any 
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of  the  second  parties  voluntarily  to  sell,  pledge,  or  mortgage,  and  no  proceed- 
ings adversely  against  any  of  the  second  parties  by  execution,  process  at  law, 
or  equity  of  any  kind,  bankruptcy  or  insolvency,  shall  in  any  way,  shape,  or 
form  affect,  impair,  or  alter  it,  or  any  part  of  it,  or  take  from  under  Its  opera- 
tions our  respective  interests,  or  relieve  any  of  those  interests  from  the  clog 
hereof. 

All  parties  hereto  agree  and  declare  that  it  is  the  settled  policy  of  Carnegie 
Bros.  &  Co.  (Ltd.),  and  all  of  us,  in  entire  good  faith  and  with  all  effort 
on  our  part  to  carry  out  hi  its  true  spirit  and  meaning  this  agreement,  we,  all 
of  us,  being  satisfied  that  if  we  do  so  it  will  be  greatly  to  the  benefit  of 
Carnegie  Bros.  &  Co.  (Ltd.),  and  that  any  effort  on  the  part  of  either  of 
us  to  evade  any  of  the  provisions  of  the  same  will  most  properly  prove  our 
unfitness  to  be  connected  with  said  Carnegie  Bros.  &  Co.  (Ltd.). 

(VII.)  Any  person  signing  this  agreement  shall  become  n  party  of  the  sec- 
ond part  hereto,  with  as  full  effect  as  if  named  in  the  body  of  the  same. 

In  witness  whereof  the  first  party  has  hereto  set  its  common  seal,  attested 
by  the  signatures  of  its  chairman  and  secretary,  and  the  parties  of  the  second 
part  have  hereto  set  their  respective  hands  and  seals,  the  day  and  date  first 
above  given. 

Carnegie  Bbos.  &  Co.   (Ltd.), 
By  H.  Phipps,  Jr.,  Chairman. 
D.  A.  Stewabt,  Treasurer. 

Attest : 

S.  B.  Moore,  Secretary. 


Andrew  Carwegie. 

[SEAL.] 

Henby  Phipps, 

Jr. 

[SEAL.] 

Geo.   Lauder. 

[SEAL.] 

D.  A.  Stewabt. 

[SEAL.] 

John  Walkeb. 

[SEAL.] 

H.  M.  Curry. 

[SEAL.] 

Wm.  L.  Abbott. 

[SEAL.] 

H.   W.   Bobntraeger. 

[SEAL.] 

S.    E.    MOOBE. 

[SEAL.] 

W.  H.  Singer. 

[SEAL.] 

Signed,  sealed,  and  delivered  in  the  presence  of : 

Chas.  T.  C.  Mackie 
(As  to  Andrew  Carnegie  and  Henry  Phipps,  jr.). 
F.   T.   P.   LovEJOY 
(As  to  Geo.  Lauder,  D.  A.  Stewart,  John  Walker,  H.  M.  Curry,  Wm.  L.  Abbott, 
II.  W.  Bomtra(\!;er,  S.  K.  Moore,  and  W.  H.  Singer). 

Now  York,  January  10,  1887,  received  one  ($1)  dollar  for  consideration  men- 
tioned in  within  agreement. 

Andrew  Cabneqie. 

Received,  Pittsburgh,  January  12,  1887,  in  full,  for  consideration  mentioned 
in  within  agreement. 
One  dollar,  Henry  Phipps,  jr. 
One  dollar,  Geo.  Lauder. 
One  dollar,  D.  A.  Stewart. 
One  dollar,  John  Walker. 
One  dollar,  H.  M.  Curry. 

Prom  the  record. 

[SEAL.] 


One  dollar,  Wm.  L.  Abbott. 
One  dollar,  H.  W.  Borntraeger. 
One  dollar,  S.  B.  Moore. 
One  dollar,  W.  H.  Singer. 


Wm.  B.  Kikkee,  Prothonotary. 


[In  the  Court  of  Common  Pleas  No.   1,  of  Allegheny  County,  Pa.     In  equity,  No.  422, 
March  term,  1900.     H.  C.  Frlek,  plaintiff,  v.  The  Carnegie  Steel  Co.  (Ltd.)] 

Andrew  Carnegie,  Henry  Phipps,  jr.,  L.  C.  Phipps,  George  leader,  O.  M. 
Schwab,  H.  M.  Curry,  W.  H.  Singer,  A.  R.  Peacock,  P.  T.  P.  Lorejoy,  ThomBB 
Morrison,  George  H  Wightman,  D.  M.  Clemson,  James  Gayley,  A.  M.  Moreland, 
Charles  L.  Taylor,  A.  R.  Whitney,  W.  W.  Blackburn,  John  C.  Fleming,  J.  Ogden 
HofEman,  Millard  Hunsiker,  George  E.  McCague,  James  Scott,  H.  P.  Hope,  W.  B. 
Coiev.  Joseph  E.  Schwab,  L.  T.  Brown,  D.  G.  Kerr,  H.  J.  Lindsay,  E.  P.  Wood, 
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H.  B.  Tener,  Jr.,  George  McGrew,  G.  D.  Packer,  W.  B.  Dickson,  A.  C.  Case,  John 
McLeod,  Charles  W.  Baker,  A.  R.  Hunt,  A.  C.  Dinkey,  P.  T.  Berg,  Charles  Mc- 
Creary,  F.  T.  F.  Lovejoy,  trustee  for  the  Carnegie  Steel  Co.  (Ltd.),  defendants. 

To  the  honorable  the  Judges  of  the  said  Court: 
Your  orator  complains  and  says : 

1.  During  the  months  of  April,  May,  and  June,  in  the  year  1892,  Andrew 
Carnegie,  Henry  Phlpps,  jr.,  George  H.  Lauder,  W.  H.  Singer,  H.  M.  Curry,  H.  W. 
Borntraeger,  John  G.  A.  Leishman,  William  L.  Abbott,  Otis  H.  Childs,  John  W. 
A'andervort,  C.  L.  Strobel,  P.  E.  F.  Lovejoy,  P.  R.  Dillon,  W.  W.  Blackburn,  Wil- 
liam P.  Palmer,  L.  C.  Phipps,  A.  B.  Peacock,  J.  Ogden  Hoffman,  John  C.  Fleming, 
James  H.  Simpson,  H.  P.  Bope,  H.  C.  Frick,  and  F.  T.  F.  Lovejoy,  trustee,  for 
the  Carnngie  Steel  Co.  (Ltd.),  executed  and  acknowledged  certain  articles  of 
association,  of  which  a  copy  marked  "Exhibit  A"  is  hereto  attached,  which  it 
is  prayed  may  be  taken  as  part  of  this  bill.  It  was  provided  in  said  agreement 
that  it  should  go  into  effect  on  the  1st  day  of  July,  1892.  It  was  therein  recited 
that  Carnegie  Bros.  &  Co.  (Ltd.)  had  been  duly  "organized  under  the  provisions 
of  an  act  of  the  General  Assembly  of  the  Commonwealth  of  Pennsylvania,  en- 
titled "An  act  authorizing  the  formation  and  regulation  of  partnership  associa- 
tions," approved  the  2d  day  of  June,  1874,  and  the  various  supplements  ttereto, 
to  conduct  a  limited  partnership  association  under  that  name.  Said  agreement 
was  recorded  in  the  recorder's  office  of  Allegheny  County  in  the  limited  partner- 
ship book,  volume  9,  page  376,  on  the  30th  day  of  June,  1892. 

The  said  agreement  further  stated  that  the  then  holders  of  shares  in  Carnegie 
Bros.  &  Co.  (Ltd.)  had  unanimously  agreed  and  resolved  to  change  the  name 
of  the  association,  to  change  the  location  of  the  general  office,  to  change  the 
business  to  be  conducted,  and  to  increase  the  capital  from  $5,000,000  to  $25,- 
000,000.  In  order  to  accomplish  and  carry  out  these  changes  the  said  parties 
Who  executed  the  said  agreement,  which  was  made  to  bear  date  July  1,  1892, 
created  an  association  which  was  really  a  new  partnership.  Many  of  the 
persons  Who  executed  the  said  agreement  of  1892  had  not  been  parties  to  and 
had  not  signed  the  articles  of  association  of  the  said  Carnegie  Bros.  &  Co. 
(Ltd.)  subscribed  for  and  took  capital  stock  in  said  new  partnership — the 
Carnegie  Steel  Co.  (Ltd.). 

These  articles  of  association  pretended  to  be  an  amendment  of  the  original 
articles  of  association  of  Carnegie  Bros,  &  Co.  (Ltd.),  but  for  various  reasons 
they  were  not  an  amendment  of  said  articles,  but  Were  new  articles  of  associa- 
tion which  created  a  new  partnership.  Some  of  the  parties  who  executed  said 
new  articles  had  neither  executed  the  original  articles  of  association  of  Car- 
negie Bros.  &  Co.  (Ltd.)  nor  acquired  any  Interest  therein  by  assignments  of 
members  thereof.  Said  new  articles  provided  for  carrying  on  not  only  the 
original  but  also  different  and  independent  businesses;  for  conducting  business 
under  a  new  and  entirely  different  name;  for  a  change  in  the  location  of  the 
general  office  of  the  new  company ;  and  for  a  large  increase  in  the  capital  stock 
thereof.  The  said  new  association  or  firm,  called  the  Carnegie  Steel  Co.  (Ltd.), 
was  not  in  fact  the  original  association  of  Carnegie  Bros.  &  Co.  (Ltd.),  but  was 
In  fact  a  new  partnership  differing  from  the  latter  inter  alia  in  name.  In  mem- 
bership, In  amount  of  capital  stock,  in  location,  and  In  the  business  to  be 
conducted. 

2.  Prior  to  the  formation  of  the  Carnegie  Steel  Co.  (Ltd.)  the  partnership 
,  of  Carnegie  Bros.  &  Co.  (Ltd.)  had  been  engaged  solely  In  the  manufacture  and 

sale  of  steel  rails  at  the  Edgar  Thompson  Steel  Works,  located  In  the  town- 
ship of  Braddock,  in  the  county  of  Allegheny  and  State  of  Pennsylvania.  It 
had  made  coke  at  Larimer  and  at  the  Toughlogheny  Coke  Works  and  mined  ore 
at  the  Scotia  ore  mines  and  made  pig  iron  and  billets;  It  had  done  all  these 
things,  saving  the  manufacture  of  billets,  for  the  purpose  of  securing  the  raw 
materials  needed  in  the  manufacture  of  steel  rails.  The  said  Carnegie  Bros.  & 
Co.  (Ltd.),  from  its  organization  down  until  the  1st  day  of  July,  1892,  had  been 
engaged  in  no  other  business  than  as  above  stated. 

The  said  Carnegie  Steel  Co.  (Ltd.),  on  the  other  hand,  was  formed  for  the 
purpose  of  and  engaged  in  and  carried  on  the  following  business : 

(a)  All  the  business  thefetofore  carried  on  by  Carnegie  Bros.  &  Co.  (Ltd.) 
and  in  addition  thereto  the  business  carried  on  at  the  following  places: 

(6)  The  Homestead  Steel  Works: 

At  these  works,  at  which  in  1892  about  3,500  men  were  employed,  structural 
materials,  beams,  channels,  angles,  plates,  armor  plate,  and  steel  made  by  the 
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open-hearth  process  were  manufactured.  The  tonnage  thereof  in  1892  was  about 
30,000  tons  per  month.    The  then  yearly  output  aggregated  about  $15,000,000. 

(e)  Upper  Union  Mills,  the  Lower  Union  Mills: 

At  these  mills  in  1892  about  1,500  men  were  employed.  .Puddling  furnaces 
were  there  operated  and  iron  and  rolled  steel,  plates,  beams,  angles,  and  other 
structural  steel,  axles,  locomotive  forgings,  steamboat  shaftings,  and  other 
forgings  of  different  kinds  were  there  manufactured.  Their  tonnage  was  about 
10,000  tons  per  month  and  their  yearly  output  was  about  $4,000,000., 

(d)  The  Lucy  Furnaces: 

At  these  works,  at  which  about  500  men  were  employed  in  1892,  pig  iron  was 
manufactured.  The  tonnage  was  in  the  neighborhood  of  about  450  tons  per  day 
and  the  yearly  output  was  about  $2,000,000. 

(e)  Keystone  Bridge  Works: 

At  these  works,  in  which  about  800  men  were  employed  in  1892,  iron  and  steel 
bridges  for  railroads  and  other  purposes  in  structural-steel  buildings,  elevated 
railways,  and  causeways  for  railroads  were  constructed.  Their  tonnage  was 
about  20,000  tons  per' year  and  their  annual  output  about  $1,500,000. 

(/)  Beaver  Falls  Mills: 

These  mills  were  located  in  Beaver  County,  Pa.  They  then  employed  about 
1,000  men.  At  them  were  manufactured  steel  rods,  wire,  and  nails.  Their  ton- 
nage was  about  15,000  tons  per  year  and  the  yearly  output  was  about  $1,000,000. 
The  principal  office  of  the  company  was  changed  from  Braddock  Township,  Alle- 
gheny County,  Pa.,  to  the  city  of  Pittsburgh,  Allegheny  County,  Pa.  The  places 
of  business  were  enlarged.  Instead  of  carrying  on  the  business  only  at  those 
places  specified  in  the  original  articles,  the  new  firm  of  Carnegie  Steel  Co.  (Ltd.) 
carried  on  business  at  divers  and  sundry  other  places  in  Allegheny  County  and 
elsewhere  and  greatly  increased  the  capacity  of  the  different  works  operated  by 
them. 

3.  The  agreement  of  1892  provided  that  capital  to  the  extent  of  $20,000,000 
should  be  paid  in  cash  on  or  before  the  30th  day  of  June,  1892,  but  made  no 
proxision  for  the  remaining  capital,  viz,  $5,000,000.  Said  amount  of  Increased 
capital  was  never  paid  into  the  association  in  cash,  either  on  or  before  the  30th 
day  of  June,  1892,  or  later.  Said  increase  was  made  in  the  manner  following: 
On  the  30th  day  of  June,  1892,  the  firm  of  Carnegie,  Phipps  &  Co.  (Ltd.),  de- 
clared a  dividend  of  200  per  cent  on  its  capital  stock  of  $5,000,000.  The  amount 
of  this  dividend  thus  declared  was  $10,000,000.  On  said  30th  day  of  June,  1892, 
the  firm  of  Carnegie  Bros.  &  Co.  (Ltd.)  also  declared  a  dividend  upon  its  then 
capital  of  $5,000,000  of  200  per  cent,  making  the  amount  of  the  dividend  thus 
declared  $10,000,000.  Checks  were  given  by  Carnegie,  Phipps  &  Co.  (Ltd:),  to 
its  members,  and  by  Carnegie  Bros.  &  Co.  (Ltd.)  to  its  members,  for  their 
several  shares  of  said  dividends,  said  members  being  the  subscribers  to  the 
articles  of  association  of  the  Carnegie  Steel  Co.  (Ltd.).  These  checks  thus 
given  to  said  members  were  indorsed  over  by  them  in  payment  of  their  several 
subscriptions  to  Carnegie  Bros.  &  Co.  (Ltd.)  in  payment  of  the  several  sub- 
scriptions to  the  Carnegie  Steel  Co.  (Ltd.).  In  fact,  no  cash  was  paid  by 
either  of  said  limited  companies,  neither  by  Carnegie  Bros.  &  Co.  (Ltd.)  nor 
by  Carnegie,  Phipps  &  Co.  (Ltd.).  There  was  not  cash  in  bank  to  the  credit 
of  either  company  to  meet  said  checks  thus  by  each  drawn.  Subsequently, 
Carnegie,  Phipps  &  Co.  (Ltd.),  having  retained  assets  sufficient  to  pay  its  obli- 
gations other  than  those  assumed  by  Carnegie  Steel  Co.  (Ltd.),  conveyed  to 
the  Carnegie  Steel  Co.  (Ltd.)  all  its  property,  real  and  personal.  All  the  assets 
of  Carnegie  Bros.  &  Co.  (Ltd.),  at  the  time  of  said  articles  of  association  in 
1892  and  for  some  time  prior  thereto,  were  chiefly  in  the  shape  of  real  and 
personal  estate.  It  would  have  been  impossible  for  said  company  to  have  paid 
said  checks  thus  drawn  by  it  without  selling  the  whole  or  part  of  said  prop- 
erty, real  and  personal,  all  of  which  was  needed  for  the  conduct  of  the  business 
of  the  Carnegie  Steel  Co.  (Ltd.),  and  was  thereafter  used  by  it  in  carrying  on 
Its  business. 

4.  Xour  orator  believed,  until  January  of  the  present  year,  that  said  Car- 
negie Steel  Co.  (Ltd.)  was  a  limited  partnership,  duly  oi'ganized  in  accord- 
ance with  the  laws  of  the  State  of  Pennsylvania,  and  that  his  private  fortune 
was  not  pledged  for  the  debts  of  said  association  except  in  so  far  as  he  held 
an  interest  in  the  capital  stock  of  the  same.  In  January,  1900,  he  was  forced 
to  employ  counsel  to  protect  his  interests  against  the  attacks  by  Andrew  Car- 
negie hereinafter  stated.  He  was  then  advised  that  the  Carnegie  Steel  Co. 
(Ltd.)  was  not  a  valid  limited  partnership  association  under  the  laws  of 
the   State  of  Pennsylvania,   but,   on   the  contrary,   that   each   and  all  of  its 
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partners  were  liable  to  creditors  as  general  partners,  and  that  the  firm  itself 
was  a  general  partnership,  In  which  the  rights,  duties,  and  privileges  of  the 
partners  were  governed  by  the  general  law  relating  thereto. 

5.  The  firm  of  Carnegie  Bros.  &  Co.  (Ltd.)  had  been  formed  by  virtue  of  ar- 
ticles of  association  entered  into  in  the  year  1881  by  Andrew  Carnegie,  Thomas 
M.  Carnegie,  Gardner  P.  McCandless,  Henry  Phipps,  jr.,  D.  A.  Stewart,  John 
Scott,  and  John  W.  VanderVort  as  a  limited  partnership  association  under 
the  provisions  of  an  act  of  the  general  assembly  of  this  Commonwealth,  en- 
titled "An  act  authorizing  the  formation  of  partnership  associations  in  which 
the  capital  subscribed  will  alone  be  responsible  for  the  debts  of  the  association, 
except  under  certain  circumstances,"  approved  the  2d  day  of  June,  1874,  and 
the  various  supplements  thereto.  The  articles  of  association  of  this  part- 
nership, bearing  date  the  1st  day  of  April,  1881,  were  executed  by  all  of  said  ' 
partners  and  were  recorded  in  the  recorder's  office  of  Allegheny  County, 
Pa.,  in  Limited  Partnership  Book,  vol.  2,  page  180,  on  the  1st  day  of  April,  1881. 

A  copy  of  said  articles,  marked  "  Exhibit  B,"  is  hereto  attached,  which  it  is 
prayed  may  be  taken  as  a  part  of  this  bill.  Under  these  articles  said  limited 
association,  whose  original  capital  was  $5,000,000,  which  was  contributed 
as  to  $1,000,000  in  cash  and  as  to  $4,000,000  thereof  in  property,  carried  on 
the  business  of  manufacturing  steel  rails,  as  hereinbefore  stated,  until  July 
1,  1892.  Prom  time  to  time  certain  members  thereof  had  assigned  their 
I'espective  interests  therein  to  said  association,  which  had  admitted  to  mem- 
bership certain  other  persons  as  partners.  On  the  30th  day  of  June,  1892, 
the  members  of  said  association  and  those  holding  interests  and  the  percentage 
of  each  holding  were  as  follows : 

Carnegie  Bros.  &  Co.  {Ltd.),  list  of  shareholders,  June  SO,  189$. 


Names.  Percentage. 

Andrew  Carnegie 55J 

Henry  Phipps,  jr 11 

H.  C.  Frick 11 

George  Lauder 4 

H.M.Curry 2 

W.H.Singer 2 

H.  W.  Borntraeger 2 

John  G.  A.  Leishman 2 

Wm.  L.  Abbott. 1 

OtisH.  Childa 1 

Jno.  W.  Vandevort t 

O.L.  Strobel | 

F.  T.  F.  Lovejoy | 

P.  R.Dillon i 

W.  W.  Blackburn J 

"Wm.  P.  Palmer | 


Names.  Percentage. 

L.  0.  Phipps J 

A.  R.  Peacock | 

J.  Ogden  Hoffman J 

Jno.  0.  Fleming | 

Jas.  H.  Simpson | 

H.  P.  Bope -i 

Chas.  L.  Taylor i 

E.H.miey J 

C.  M.  Schwab | 

Jno.  A.  Potter | 

James  Gayley | 

Thos.  Morrison | 

Undivided,    F.    T.    F.    Lovejoy, 

trustee - l}f  J 


($5,000,000) 100 


The  whole  business  of  said  association  on  the  1st  day  of  July,  1892,  was 
merged  into  that  of  the  Carnegie  Steel  Co.  (Ltd.),  which  took  into  its  posses- 
sion and  ownership  all  its  assets.  All  of  said  assets  have  since  continued  to 
be  held,  and  are  now  held,  to  such  extent  as  the  same  have  not  been  converted, 
by  the  said  Carnegie  Steel  Co.  (Ltd.).  No  business  since  that  date  has  been 
conducted  by  said  Carnegie  Bros.  \  Co.  (Ltd.).  Its  contracts  were  assumed 
from  time  to  time  by  said  steel  company,  limited. 

6.  On  or  about  the  4th  day  of  January,  1889,  your  orator  acquired  an  interest 
and  became  a  partner  in  Carnegie  Bros.  &  Co.  (Ltd.).  His  interest  iti  said 
association  at  different  periods  was  as  follows:  On  the  4th  of  January,  1889, 
it  was  2  per  cent.  On  the  30th  day  of  June,  1892,  it  was  11  per  cent.  On 
the  1st  day  of  July,  1892,  his  interest  in  said  Carnegie  Steel  Co.  (Ltd.)  was 
11  per  cent.    At  the  present  time  his  interest  in  said  steel  company  is  6  per  cent. 

7.  On  the  14th  day  of  Janhary,  1889,  your  orator  was  elected  chairman  of 
Carnegie  Bros.  &  Co.  (Ltd.),  and  continued  to  act  as  such  chairman  until  the 
new  association  of  the  Carnegie  Steel  Co.  (Ltd.)  was  formed.  He  was  then 
elected  chairman  of  the  latter  and  continued  to  act  as  such  until  December 
5,  1899. 

On  January  11,  1895,  with  the  assent  of  those  interested  and  with  a  view 
to  enable  your  orator  to  perform  duties  which  were  believed  to  be  of  more 
value  to  the  firm  than  those  then  imposed  upon  said  chairman,  the  office  of 
president  was  created.  Upon  said  officer  was  placed  the  details  of  the  duties 
your  orator  had  theretofore  performed  as  chairman. 


2576 


UNITED   STATES   STEEL   COBPOEATION. 


Your  orator  continued  as  chairman  witli  general  supervisory  power  until 
December  5,  1899.  About  that  date  Carnegie,  without  reason,  and  actuated 
by  malevolent  motives,  demanded  his  resignation  of  said  position.  Recogniz- 
ing Carnegie's  paramount  Influence  as  the  holder  of  a  majority  interest,  and 
desiring  to  prevent  the  evil  which  might  result  from  discord,  your  orator 
acquiesced  in  the  demand  and  gave  his  resignation. 

As  chairman  of  said  companies  your  orator  had  participated  largely  in  and 
directed  the  business  conducted  by  them,  and,  until  the  time  of  his  enforced 
resignation,  said  business  was  conducted  to  a  large  extent  under  his  personal 
supervision,  management,  and  direction.  Carnegie  lived  in  New  York  City. 
He  spent  much  of  his  time  abroad,  remaining  there  continually,  at  one  time, 
for  over  18  months.  Of  course,  he  was  consulted  about  important  matters,  but 
he  rarely  participated  in  the  current  management  of  the  business. 

8.  Andrew  Carnegie  was  a  member  of  Carnegie  Bros.  &  Co.  (Ltd.)  and  of 
Carnegie,  Phipps  &  Co.  (Ltd.).  He  also  became  a  member  of  the  Carnegie 
Steel  Co.  (Ltd.)  by  signing  its  articles  of  association.  He  has  ever  since  con- 
tinued to  be  a  member  of  said  last-named  association.  At  the  present  time  his 
interest  in  said  association  is  58i  per  cent. 

Some  of  the  partners  who  signed  the  original  articles  of  association  of  the 
Carnegie  Steel  Co.  (Ltd.),  from  time  to  time  surrendered  their  mtorests  to 
said  association.  The  latter  has  permitted  other  persons  to  take  from  it  inter- 
ests therein  and  to  become  members  of  the  firm.  The  persons  who  have  thus 
become  members  since  the  1st  day  of  July,  1892,  are  all  largely  indebted  to  the 
association  for  the  amount  of  the  contributions  agreed  by  them  to  be  made. 
The  only  members  who  hold  fully-p.iid  shares  are  Andrew  Carnegie,  Henrj 
Phipps,  jr.,  George  Lauder,  W.  H.  Singer,  and  your  orator.  The  remaining 
members  are  largely  indebted.  The  limited  company  in  all  Instances  holds 
tau  ownership  of  the  ret;pective  interests  of  said  indebted  members  as  col- 
lateral security  for  thv^  payment  of  their  contributions.  Andrew  Carnegie's 
Interest  always  exceerled  ;J0  per  cent  of  the  whole,  and  thus  he  has  been  enabled 
whenever  he  so  dcsii-od,  to  control  nearly  all  his  copartners. 

On  December  30,  1809,  the  names  of  the  parlBers  of  the  Carnegie  Steel  Co. 
(Ltd.)  and  those  having  interest.?  and  the  respective  holdings  of  each  are  as 
follows : 


The  Carnegie  Sied  Co.  {Ltd.)  list  of  shareholders,  Dec.  SO,  1899. 


Names.  Percentage. 

Andrew  Carnegie 58i 

Henry  Phipps,  jr 11 

H.O.Frick 6 

George  Lauder 4 

O.M.Schwab 3- 

H.  M.  Curry 2 

W.  H.  Singer 2 

L.  C.  Phipps 2 

A.  R.  Peacock 2 

F.  T.  F.  Lovejoy f 

Thos.  Morrison 

Geo.  H.  Wightman 

D.  M.  Olemson 

James  Gayley 

A.  M.  Moreland 

Ohas.  'i^.  Taylor 

A.  R.Whitney 

W.  W.  Blackburn 

Jno.  G.  Fleming 

.  J.  Ogden  Hoffman 

Millard  Hunsicker 

Geo.  E.  McOague 

James  Scott 

H.  P.  Bope 

W.  E.  Corey 

Jos.  E.  Schwab 

L.  T.  Brown 

D.G.Kerr 

H.  J.  Lindsay 


i 

1  1 

n- 

i 
J 


Names.  Percentage. 

E.F.Wood i 

H.  E.  Tener,  jr |. 

George  Megrew 4 

G.D. Packer J 

W.B.Dickson | 

A.  0.  Case | 

John  McLeod I 

Chaa.  W.  Baker | 

Undivided,    F.    T.    F.    Lovejoy, 

trustee J 


($25,000,000) 100 

Changes  since  Dec.  SO,  1899. 

H.  P.  Bope,  bought i 

P.  T.  Berg,  bought '. ^ 

A.  0.  Dinkey,  bought ^ 

James  Gayley,  bought ^ 

A.  R.  Hunt,  bought tV 

Charles  McCreery,  bought iV 

Total -A 


Held  by  F.  T.  F.  Lovejoy,  trustee, 
Dec.  30  1899 i 

Held  by  F.  T.  F.  Lovejoy,  trustee, 
Jan.  1,  1900 i 
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9.  Tlie  business  of  Carnegie  Bros.  &  Co.  (Ltd.),  whicli  was  merged  into  tliat 
of  the  Carnegie  Steel  Co.  (Ltd.),  was  profitable.  Tbe  business  of  the  Carnegie 
Steel  Co.  (Ltd.),  especially  during  the  last  few  years,  has  been  enormously 
successful  and  profitable. 

With  the  then  outlook  Carnegie  estimated  in  November,  1899,  that  it  will 
realize  from  its  business  for  the  year  1900  a  profit  of  $40,000,000,  and  I  then 
and  now  believe  that  said  profit  will  exceed  $40,000,000.  During  the  year  end- 
ing December  31,  1899,  its  net  profits  were  $21,000,000. 

Its  assets  on  the  31st  day  of  December,  1899,  were  clearly  worth  more  than 
$250,000,000.  Within  the  last  few  months  Carnegie  has  asserted  the  fair  value 
thereof  to  be  greatly  in  excess  of  that  sum.  He  has  further  .asserted  that  they 
are  of  such  value  that  in  ordinary  times  of  peace  and  reasonable  business  pros- 
perity in  England  the  same  could  be  readily  placed  on  the  London  market  on 
the  basis  of  £100,000,000.  Since  the  making  of  these  assertions  the  value  of 
these  assets  has  largely  increased. 

Within  the  year  1899  huge  additions  to  and  improvements  of  the  works 
have  been  completed,  thereby  adding  enormously  to  their  producing  power. 
Other  additions  and  improvements,  now  in  course  of  constrnction,  which  will 
still  further  greatly  increase  said  producing  power  and  future  profits,  will  soon 
be  completed. 

The  books  of  said  company  do  not  now  and  have  not  recently  contained  a 
reasonable  valuation  of  its  assets.  A  very  large  quantity  of  its  assets  on  the 
1st  day  of  January,  1900,  stood  upon  its  books  at  very  Inadequate  valuations. 
Some  of  the  assets  did  not  there  appear  at  any  valuation.  This  was  known  to 
Carnegie  and  the  other  partners.  The  fair  value  of  your  orator's  interest 
therein  could  not  be  determined  from  what  now  appears  on  the  books  of  said 
company. 

(11)  For  various  reasons — none  just,  not  necessary  now  to  be  stated,  but 
which  will  appear  hereafter  in  the  taking  of  testimony — Carnegie  has  recently 
conceived  a  personal  animosity  toward  your  orator.  This  partly  arose  from  the 
failure  of  your  orator,  in  connection  with  others,  to  avail  of  an  option  given 
by  Carnegie  in  consideration  of  the  sum  of  $1,170,000  to  Carnegie  paid,  and 
now  retained  by  him,  as  a  forfeit  to  purchase  his  (Carnegie's)  interest  in  said 
Steel  Co.  (Ltd.)  for  the  sum  of  about  $157,950,000,  which  sum  Carnegie 
insisted  should  be  so  preferred  and  secured  that  he  would  virtually  have  a  first 
mortgage  on  all  the  partnership  assets  and  thus  gain  a  preference  over  all  his 
partners. 

As  has  been  heretofore  said,  on  the  4th  day  of  December,  1899,  without  good 
reason,  and  from  malevolent  motives  toward  me,  Carnegie  demanded  the  resig- 
nation of  your  orator  of  his  office  of  chairman  of  said  company.  This  resigna- 
tion, in  the  interest  of  harmony,  was  tendered.  Since  that  time  Carnegie  has 
secured  control  of  the  whole  association  and  of  its' affairs,  and  has  compelled 
the  copartners,  other  than  Henry  Phipps,  jr.,  F.  T.  F.  Lovejoy,  and  Henry  M. 
Curry,  and  perhaps  others,  who  refused  to  carry  out  his  orders  and  desires,  to 
pass  such  resolutions  and  do  such  acts  as  he  dictated,  without  regard  to  their 
conformity  to  their  real  wishes  or  to  their  judgment  as  to  the  true  policy  of 
the  association.  Many  of  the  partners  were  unable  or  unwilling  to  incur  his 
animosity,  lest  he  might  attempt  to  forfeit  their  interests  in  the  association. 
Some  of  them  were  practically  unable  to  resist  his  will,  because  of  their  large 
indebtedness  thereto. 

In  order  that  he  injure  your  orator  whilst  benefiting  himself,  Carnegie  con- 
ceived a  scheme  to  forfeit  the  interest  of  your  orator  in  the  association,  worth 
upward  $15,000,000,  in  such  way  as  would  not  oblige  him  to  pay  therefor  one- 
half  of  its  real  value  and  would  enable  him  to  make  payment  therefor  in  small 
installments  at  very  long  intervals  of  time. 

(12)  As  part  of  this  fraudulent  scheme,  Carnegie,  who  had  rarely  attended 
the  meetings  of  the  board  of  managers  of  the  Steel  Co.  (Ltd.),  thereto- 
fore held,  presented  himself  at  a  meeting  of  the  said  board  held  on  the  8th 
day  of  January,  1900,  after  the  resignation  by  your  orator  of  his  chairmanship 
and  when  he  was  not  present.  Carnegie  then  presented  to  said  board  of 
managers  resolutions  by  him  previously  prepared,  which  he  caused  to  be 
adopted.  Many  of  the  statements  in  said  resolutions  were  false.  The  whole 
of  the  resolutions  were  misleading.  In  them  he  referred  to  a  certain  so-called 
ironclad  agreement.  Carnegie  followed  up  his  action  in  this  respect  by  obliging 
the  board  of  managers  to  instruct  the  secretary  to  receive  signatures  to  this 
so-called  ironclad  agreement,  which,  for  the  first  time,  he  called  a  supplemental 
ironclad  agreement  of  July  1,  1892.    No  such  agreement  had  ever  been  executed 
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by  Carnegie.  Many  other  members  of  the  firm  bad  never  executed  tbe  same. 
This  so-called  agreement  was  inoperative  and  void.  Carnegie  knew  that  It 
was  void  and  inoperative.  He  linew  that  neither  he  nor  the  Carnegie  Steel  Co. 
has  any  power  to  compel  any  person  to  sell  his  interest  in  the  firm  in  pursu- 
ance thereof ;  yet.  knowing  this,  without  your  orator's  knowledge,  secretly,  after 
said  resolutions  had  been  passed,  he  signed  for  the  first  time  said  so-called 
ironclad  agreement  of  July  1,  1892.  At  the  same  time,  or  shortly  after,  he 
caused,  directly  or  indirectly,  other  persons  to  sign  the  same,  with  a  fraudulent 
intent,  thereby,  and  without  your  orator's  knowledge  or  consent,  to  make  a 
contract  for  him  under  which  he,  Carnegie,  could  seize  your  orator's  interest 
in  said  firm.  All  these  acts  he  carefully  concealed  from  your  orator,  his  part- 
ner. Subsequently,  in  person,  Carnegie  threatened  your  orator  when  he  called 
upon  him  that  unless  he  would  do  what  he,  Carnegie,  desired,  he  would  deprive 
your  orator  of  his  interest  in  the  firm.  In  pursuance  of  his  fraudulent  intent 
and  in  furtherance  of  his  said  scheme  of  fraud,  Carnegie  caused  to  be  served 
on  your  orator  on  the  15th  day  of  January,  1900,  a  notice  purporting  to  be 
given  under  and  in  pursuance  of  said  so-called  ironclad  agreement. 

In  this  demand  was  made.  In  the  name  of  Carnegie  and  in  that  of  other  per- 
sons who  had  been  forced  by  him  to  sign  the  same,  that  your  orator  should 
transfer  his  interest  in  said  Carnegie  Steel  Co.  (Ltd.).  Having  failed  to  secure 
this  transfer,  Carnegie  persuaded  Schwab,  one  of  the  defendants,  who  was 
acting  as  president  of  said  association,  to  transfer,  on  the  1st  day  of  February, 
1900.  on  the  books  of  the  company  your  orator's  interest  in  said  steel  company, 
limited,  as  if  he  were  entitled  to  make  said  transfer  as  attorney  in  fact  of  your 
orator.  After  Schwab  had  made  this  pretended  transfer,  Carnegie  pretended, 
now  pretends,  and  many  of  the  partners  under  his  compulsion  pretend,  that  the 
Carnegie  Steel  Co.  (Ltd.)  owns  all  your  orator's  interest  in  said  firm.  Carnegie 
being  the  owner  of  58i  per  cent  of  the  entire  capital  thereof,  is  now  pre- 
tending to  be  the  owner  of  over  60  per  cent  of  your  orator's  said  interest, 
thus  pretended  to  have  been  acquired.  Carnegie  further  pretends  that  he  need 
not  and  will  not  pay  for  your  orator's  Interest  what  it  Is  fairly  worth,  but  that 
he  can  only  be  compelled  to  pay  a  price  which  will  be  determined  by  himself 
and  by  the  partners  he  controls.  This  price,  he  contends,  can  only  be  demanded 
by  your  orator  In  such  small  installments  during  the  term  of  years  of  such 
duration  as  will,  probably,  not  only  enable  the  company  to  entirely  pay  for  your 
orator's  interest  by  using  the  share  of  the  profits  applicable  to  them,  but  have 
;i  surplus  left  to  the  company.  Thus  it  is  part  of  Carnegie's  scheme  not  only  to 
seize  your  orator's  Interest,  but  to  make  it  pay  for  itself  out  of  the  profits,  and 
thereafter  leave  Carnegie,  In  large  part,  the  owner  of  said  interests,  with  a  large 
surplus  of  money  besides.  Though  Carnegie  pretends  that  he  had  thus  secured 
a  large  part  of  your  orator's  interest  in  a  way  which  will  inure  to  his  benefit, 
he  denies  all  Individual  liability  whatever  for  its  payment,  and  claims  that  the 
cnly  party  who  will  be  obliged  to  pay  the  price  he  will  determine  to  give  will  be 
the  Carnegie  Steel  Co.  (Ltd.),  which  he  will  use  for  that  purpose. 

The  exact  manner  in  which  Curnegle  will  seek  to  depreciate  the  value  to  be 
paid  for  your  orator's  Interest  can  not  be  stated  by  your  orator  in  detail  with 
certainty ;  but  he  believes,  and  therefore  avers,  that  although  Carnegie's  atten- 
tion and  that  of  the  defendants  have  been  called  by  him  to  the  fact  that  the 
values  of  the  company  assets  on  its  books  were  wholly  Inadequate,  and  although 
he  and  the  defendants  have  been  requested  to  make  said  values  conform  with 
the  truth,  he,  the  said  Carnegie,  will  use  figures  put  upon  the  books  years  ago, 
which  are  obsolete,  and  are  not  by  any  of  the  defendants  pretended  to  be 
correct;  will  fail  to  put  any  valuation  upon  assets  of  immense  value;  and  will 
resort  to  other  illegal  and  unfair  devices. 

(13)  Tour  orator  shows  to  your  honors  that  this  attempt  of  Carnegie  to  expel 
him  from  the  firm  and  seize  his  Interest  therein  at  but  a  mere  fraction  of  Its 
real  value  is  not  made  by  him  in  good  faith  and  for  the  best  interests  of  the 
Carnegie  Steel  Co.  (Ltd.).  It  is  not  actuated  by  honorable  motives  on  his 
part,  nor  for  the  future  good  of  the  firm,  but  is  a  determination  to  punish 
your  orator,  principally,  because  of  the  failure  of  the  scheme  by  which  Carnegie 
was  to  realize  over  $157,000,000  for  his  interest,  and  also,  in  part,  to  make 
gain  for  himself  by  seizing  your  orator's  Interest  at  very  far  below  its  real 
and  fair  value. 

(14)  In  order  that  the  business  of  the  firm  of  Carnegie  Steel  Co.  (Ltd.) 
might  not  be  jeopardized  by  Inharmonious  relations  between  the  partners  and 
that  Its  enormous  business  might  be  carried  on  by  united  and  harmonious 
action,  your  orator  was  willing,  upon  ascertaining  the  animosity  of  Carnegie 
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toward  himself  and  his  determination  to  drive  him  from  the  firm,  to  dispose 
of  his  interest  therein  at  a  fair  value.  This  fact  was  stated  by  your  orator 
to  Carnegie  when  the  latter  called,  in  January,  1900,  at  his  office,  in  an  endeavor 
to  coerce  the  making  of  a  sale  by  your  orator  at  a  price  below  what  was  fair. 
An  offer  was  then  made  by  your  orator  to  Carnegie  that  In  case  a  fair  price 
could  not  be  agreed  upon  for  his  interest,  which  the  latter  Insisted  upon  secur- 
ing, that  your  orator  would  agree  to  refer  to  the  arbitration  or  three  disinter- 
ested men  the  determination  and  fixing  of  a  fair  value.  This  offer  Carnegie 
refused,  doubtless  because  he  hoped  to  acquire  such  interest  at  much  less 
than  the  fair  value  thereof  by  means  of  his  fraudulent  scheme  hereinbefore 
set  out,  which  scheme  he  was  then,  though  without  any  Intimation  of  that 
fact  to  your  orator,  secretly  perfecting  and  detei'mined  to  carry  into  effect. 

Your  orator  Is  willing,  in  order  that  harmony  may  be  preserved  and  that 
the  great  interests  involved  may  not  be  subjected  to  jeopardy,  to  sell  his  interest 
in  the  Carnegie  Steel  Co.  (Ltd.)  at  a  fair  value  to  be  ascertained  by  three  disin- 
terested business  men.     He  now  tenders  his  willingness  so  to  do. 

Notwithstanding  the  fraudulent  actions  of  Carnegie,  your  orator  also  is  will- 
ing, in  order  that  the  enormous  business  interests  of  the  Carnegie  Steel  Co. 
(Ltd.)  may  be  protected  without  injury  to  any  of  its  partners,  to  continue  the 
business  of  the  said  firm  in  accordance  with  the  true  spirit  of  the  articles  of 
agreement  of  July  ],  1S92,  creating  the  same. 

If,  as  your  orator  is  advised  and  believes,  the  said  articles  created  a  general 
and  not  a  limited  partnership,  he  is  willing,  and  now  tenders  such  willingness, 
to  have  such  action  taken  by  the  firm  and  by  the  partners  thereof  as  will  make 
the  said  firm  strictly  a  limited  partnership,  as  originally  intended.  Your  orator 
is  further  willing,  and  now  tenders  such  willingness,  to  continue  the  Carnegie 
Steel  Co.  (Ltd.)  as  a  general  partnership  if  he  is  allowed,  as  one  of  the  partners, 
to  participate  in  the  management  thereof,  claiming  no  other  or  further  right 
than  that  of  a  general  partner  In  a  general  partnership. 

Your  orator  is  not  willing,  however,  to  continue  the  general  partnership  under 
the  sole  control  of  Carnegie  without  being  allowed  to  have  any  participation 
therein.  Carnegie  is  so  engaged  in  other  occupations  and  diversions  that,  were 
he  otherwise  able  so  to  do,  he  can  not  properly  manage  and  carry  on  said 
business.- 

Your  orator  believes  and  avers  that  the  financial  prosperity  of  the  firm  will 
be  impaired  by  the  exclusive  management  and  control  of  the  same  by  Carnegie. 

(15)  All  of  the  defendants  excepting  Henry  Phipps,  F.  T.  F.  Lovejoy,  and 
Henry  M.  Curry  and  possibly  others,  at  the  instance  of  Carnegie,  now  claim  that 
your  orator  has  no  interest  in  the  Carnegie  Steel  Co.  (Ltd.)  and  that  his  only 
right  is  to  demand  from  said  company,  at  long  postponed  periods,  such  amount 
in  compensation  as  Carnegie  shall  be  willing  to  concede  him. 

Your  orator  thus  by  the  fraudulent  acts  of  Carnegie  and  the  acqulesence 
therein  of  the  defendants,  other  than  those  above  named,  has  been  ejected  from 
the  Carnegie  Steel  Co.  (Ltd.)  and  has  been  and  is  now  denied  any  participa- 
tion in  its  business.  Your  orator's  interest  therein  has  been  taken  possession 
of  by  the  defendants,  and  they  at  the  instance  and  under  the  domination  of 
Carnegie  are  now  carrying  on  the  said  business,  alleging  that  they  will  con- 
tinue to  carry  it  on  as  if  your  orator  had  no  interest  therein. 

Your  orator  alleges  that  the  whole  effort  which  has  been  made,  and  which  the 
defendants  are  now  seeking  to  make  effectual,  is  in  pursuance  of  said  fraudulent 
scheme  of  Carnegie  to  practically  seize  your  orator's  interest  in  said  firm.  This 
attempt  Is  being  made,  although  Carnegie  knows,  and  all  the  defendants  know^ 
that  the  prosperity  of  the  firm,  in  considerable  part,  is  the  result  of  your  orator's 
continuous  and  close  personal  management  of  the  same  from  the  time  of  its 
organization. 

(16)  Your  orator  denies  that  there  is  or  was  when  said  notice  was  given  any 
contract  under  which  the  defendants  have  acquired,  or  lawfully  can  acquire, 
his  Interest  In  said  firm. 

He  avers  that  the  attempt  to  acquire  the  same  and  said  pretended  transfer 
thereof  by  said  Schwab  are  illegal  and  void.  Schwab  was  not  the  attorney  in 
fact  of  your  orator  to  make  said  transfer,  nor  did  he  have  any  lawful  authority 
so  to  do. 
Wherefore  your  orator  needs  equitable  relief,  and  prays  as  follows : 
First.  A  decree  that  the  pretended  transfer  of  your  orator's  interests  In  the 
Carnegie  Steel  Co.  (Ltd.),  was  and  is  null  and  void,  and  that  he  is  still  the 
owner  of  all  such  Interest  and  is  entitled  in  every  lawful  way  to  represent  and 
act  for  the  same. 
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Second.  All  injiuictiou,  now  siu'cial,  hereafter  to  bo  uinde  flnal,  reslnilnliiK 
the  defendants  nud  all  of  tbeiu  I'loni  nuy  Interference  with  your  orator's  Inter- 
est In  said  Carnegie  Steel  Oo.  (Ltd.).  and  from  excluding  hlni  from  a  imrtlclpn- 
tion  in  the  care  and  mauagemeut  of  the  assets  and  business. 

Third.  An  injunction,  special  until  hearlUK.  and  perpetual  thereafter,  en- 
joining and  restraining  the  defendants  from  coiuluodng  tlie  business  operations 
of  the  firm  called  the  Carnegie  Steel  Co.  (l-ld.),  without  permitting  your 
orator  to  participate  therein. 

Fourth.  Au  injunction,  special  until  hearing,  and  perpetual  tliercaller,  en- 
joining and  restraining  the  ddVudants  from  transferring,  or  allowing  to  be 
transferred,  to  the  Carnegie  Steel  Co.  tijtd.),  or  to  any  person  or  persons,  or 
corporation,  your  orator's  interest  In  the  said  Carnegie  Steel  Co.   (Ltd.). 

Fifth.  A  dorree  ordering  the  defeaidants  to  cancel  iipou  the  boolts  of  the  said 
firm,  called  the  Cnrnegie  Sleel  Co.  (Ltd.),  any  asslgniiieni  or  transfer  iieretn- 
fore  made,  or  pretended  to  be  made,  to  said  association,  of  your  orator's  In- 
terest in  said  firm,  and  all  furtlun'  Msslgnnieuts,  i(  any.  to  any  other  persons, 
of  your  orator's  said  interests. 

Sixth.  A  decriH"  ordering  the  defendants  (o  Join  with  your  orator  In  con- 
ducting  and  managing  the  affairs  and  business  and  in-opertles  of  (he  Carnegie 
Steel  Co.  (Ltd.). 

Sevenlh.  A  decree  ordering  the  deleiulants  to  cancel  and  erase  nil  enlrlcs 
upon  the  booics  of  the  firm  of  the  Carnegie  Steel  Co.  (I^ld.)  of  InsudicleMt, 
unfair,  and  Improper  valuations  of  Its  assets  and  of  your  orator's  Interest 
therein,  and  to  cause  the  said  hooics  so  to  he  kept  as  to  fairly  and  fully  show 
the  real  value  of  the  Carnegie  Sleel  l^o.  (Ijtd.)  as  a  going  concern  and  yoiu' 
orator's  Interest  therein. 

FIglilh.  In  case  the  defendants  shall  refuse  Ihe  offers  hereinbefore  by  yonr 
orator  made,  and  shall  refuse  to  continue  Ihe  snid  huslness  and  allow  him  to 
participate  in  the  managonieul  and  control  thereof  and  of  the  properties  of 
the  Carnegie  Steel  Co.  (Ltd.)  in  conjunction  with  llioniselves,  and  shall  Insist 
upon  the  exclusive  management  liy  themselves  of  .said  business  and  ai-sels,  and 
shall  continue  to  exclude  your  orator  from  his  Interest  in  Ihe  business  and 
assets  of  the  said  linn,  that  yonr  honorable  court  will  thereupon  allow  yonr 
orator  to  declare  the  said  firm  of  the  Carnegie  Sleel  Co.  (T,td.)  dissolved,  and 
that  yon  will  thereupon  appoint  a  reeeher  to  take  charge  of  all  the  btishicss 
and  assets  of  the  said  firm,  permitting  said  receiver  to  fulfill  unperfornieri 
contracts  and  to  do  whatever  shall  be  necessary  In  and  about  Ihe  proper 
liquidation  of  Its  affairs,  and  that,  afler  Ihe  conversion  of  the  entire  assels 
of  the  company  Into  money  and  the  payment  of  (he  debts  of  the  said  company, 
your  honorable  court  will  then  distribute  the  balance  thereof  among  the 
partners  In  proportion  to  their  Interests. 

Ninth.  That  an  accoiuit  be  taken  between  (larnegle  anil  your  orator,  whereliy 
Carnegie  shall  bo  chnrgeil  with  all  the  losses,  expenses,  and  damage  he  hiis 
caused  your  orator  by  his  illegal  and  fraudulent  condnci  hereinbefore  slalcil; 
and  that  if  Carnegie  persists  In  his  said  fraudulent  scheme  and  i-efnscs  llio 
offers  hereinbefore  made  and  thus  causes  (he  actual  dissolution  of  the  Ann, 
all  losses  Incurred  by  your  orator  by  reason  of  the  said  dlssolullon  and  forreil 
winding  up  of  (he  firm  shall  he  charged  against  hini  and  lha(  he  shall  be  deiTciMl 
to  make  good  and  pay  to  your  orator  the  difference  between  what  his  InloroRl 
was  fairly  worth  on  or  about  February  1,  lOTO,  and  the  amount  he  shall  receive 
through  the  decree  of  this  court  In  flnal  liquidation  and  settlement  of  (lis 
said  firm. 

Tenth.  That  nil  entries  Carnegie  or  any  other  person  has  caused  (o  be  made 
on  the  books  of  the  Carnegie  Steel  Co.  (Ltd.),  in  i)ursinince  of  said  fraudnlcnl 
scheme  of  said  Carnegie,  shall  be  ernsed  and  canceled  under  (he  (lecre(>  of  tills 
honorable  court. 

Klevenlh.  Cenernl  relief. 

II.  C.  Frkk. 

.TolIN    (i.    .TOIINSTO.N, 

1>.  I).   Watson, 
Wilms  J'.   McCooii, 
ftiilicllornfor  PlalnUff. 
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State  of  Pennsylvania,  Allegheny  County,  ss: 

Personally  before  me  came  Henry  C.  Frick,  the  plaintiff  above  named,  who, 
being  by  me  duly  sworn,  says  that  the  statements  contained  in  the  foregoing 
bill,  in  so  far  as  they  are  stated  from  deponent's  personal  knowledge,  are  true ; 
and  in  so  far  as  stated  from  information  received,  he  believes  them  to  be  true. 

H.  C.  Frick. 

Sworn  to  and  subscribed  this  February  13,  1900.    Coram. 

[SEAL.]  I^.  H.  Mathews,  Notary  PiiliHr. 


Exhibit  A. 

Whereas  Carnegie  Bros.  &  Co.  (Ltd.),  a  limited-partnership  association, 
was  duly  organized  in  accordance  with  the  provisions  of  the  act  of  the  General 
Assembly  of  the  Commonwealth  of  Pennsylvania,  entitled  "An  act  authorizing 
the  formation  of  partnership  associations  in  which  the  capital  subscribed  shall 
alone  be  responsible  for  the  debts  of  the  association,  except  under  cer- 
tain circumstances,"  approved  the  2d  day  of  June,  1874,  and  the  various  sup- 
plements thereto,  as  will  fully  appear  by  reference  to  the  statement,  in  writing, 
of  said  association,  recorded  in  the  recorder's  office  in  and  for  Allegheny  County, 
in  limited-partnership  book,  volume  2,  pages  180  to  272,  inclusive;  and 

Whereas  the  present  shareholders  in  said  association  have  unanimously 
agreed  and  resolved  to  change  the  name  of  said  association  from  Carnegie 
Bros.  &  Co.  (Ltd.),  to  The  Carnegie  Steel  Co.  (Ltd.),  and  the  location  of  the 
general  office  and  business  to  be  conducted;  and  to  increase  the  capital  from 
$5,000,000  to  $25,000,000 ; 

Therefore,  we,  the  subscribers  hereto,  desiring  to  amend  the  original  state- 
ment of  said  association, 'recorded  as  aforesaid,  and  for  the  purpose  of  car- 
rying into  effect  such  changes  and  amendments  in  compliance  with  the  pro- 
visions of  said  act  of  assembly  and  the  supplements  thereto,  do  hereby  set  forth 
and  certify  in  this  amended  statement  in  writing: 

(1)  The  full  names  of  the  subscribers  hereto  are  and  the  amount  of  the 
increase  in  the  capital  subscribed  for  by  each  is : 


Subscriber. 


Residence. 


Subscription. 


Andrew  Carnegie 

Henry  Phipps,  jr 

Henry  Clay  Frick 

George  Lauder 

William  H.  Singer 

Henry  M.  Curry 

Henry  W.  Borntraeger 

John  G.  A.  Leisbman 

William  L.  Abbott 

OtisH.  Childs 

John  W.  Vandevort 

Charles  L.  Strobel 

Francis  T.  F.  Lovejoy 

Patrick  B.  Dillon 

William  W.  Blackburn 

William  P.  Palmer 

Lawrence  C.  Phipps 

Alexander  E.  Peacock 

J.  Ogden  Hoffman 

John  C.  Fleming 

James  H.  Simpson 

Henrj^P.  Bope 

Francis  T.  F.  Lovejoy,  trustee 


New  York,  N.  Y 
Allegheny,  Pa... 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Allegheny,  Pa... 
Pittsburgh,  Pa . . 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa . . 
Pittsburgh,  Pa.. 
Pasadena,  Cal . . . 

Chicago,  111 , 

Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Allegheny,  Pa... 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Philadelphia,  Pa 

Chicago,  111 

Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 
Pittsburgh,  Pa.. 


$11, 
2, 
2, 


066,666.66 

200,000.00 

200. 000. 00 

800,000.00 

400,000.00 

400,000.00 

400, 000. 00 

400,000.00 

200,000.00 

200,000.00 

160,000.00 

133,333.34 

133,333.34 

100,000.00 

66,666.66 

66,666.66 

66,666.66 

66,666.66 

66,666.66 

66,666.66 

50,000.00 

22,222.23 

734,444.47 


20,000,000.00 


(2)  The  total  amount  of  capital  of  said  association,  including  the  increase 
hereby  made,  is  $25,000,000,  of  which  $5,000,000  constituted  the  original  capital 
of  said  association,  and  was  paid  in,  $1,000,000  in  cnsli  in  four  equal  monthly 
installments,  and  $4,000,000  in  property,  contributed,  valued,  and  described  as 
set  forth  in  the  original  statement  of  said  association,  and  the  schedule  thereto 
attached  and  made  a  part  thereof,  recorded  as  aforesaid,  and  to  which  refer- 
ence is  hereby  made  for  the  full  contents  and  particulars  thereof ;  and  of  which 
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the  remaining  $20,000,000,  subscribed  as  aforesaid,  is  to  be  paid  in  cash  on  or 
before  the  30th  day  of  June,  1892. 

The  amount  of  original  capital  of  said  association  held  by  each  subscriber, 
the  amount  of  the  increase  In  said  capital  subscribed  for  by  each,  and  the 
resultant  total  capital  held  by  each  subscriber  after  said  capital  shall  have 
been  increased  to  $25,000,000  are  as  follows : 

Capital. 


Name. 


Original. 


Increase. 


Total. 


Andrew  Carnegie 

Henry  Phipps,  jr 

Henry  Clay  Frick 

George  Lauder 

William  H.  Singer 

Henry  M.Curry 

Hem'y  W.  Borntraeger . , , 

John  G.  A.  Leishman 

WUUam  L.  Abbott 

OtisH.Childs 

John  W .  Vandevort 

Charles  L.  Strobel 

Francis  T.  F.  Loyejoy... 

Patrick  R.  Dillon 

William  W.  Blackburn. . 

William  P.  Pahner 

Lawrence  C .  Phipps 

Alexander  R.  Peacock. . . 

J.  Ogden  Hofiman 

John  C.  Fleming 

James  H.  Simpson 

Henry  P.  Bope 

F.  T.  F.  Lovejoy,  trustee 

Total 


$2, 766, 

550, 

650, 

200, 

100, 

100, 

100, 

100, 

50, 

50, 

40, 

33, 

33, 

25, 

16, 

16, 

16, 

16, 

16, 

16, 

12, 

S, 

183, 


666. 67 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
333.33 
333. 33 
000.00 
666.67 
666. 67 
666.67 
666.67 
666.67 
666.67 
500.00 
555.55 
611.10 


$11,066, 
2,200, 
2,200, 
800, 
400, 
400, 
400, 
400, 
200, 
200, 
160, 
133, 
133, 
100, 


66, 


666.66 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
333.34 
333.34 
000.00 
666. 66 
666. 66 
666. 66 
666.66 


66,666.66 
60,000.00 
22,222.23 
734, 444. 47 


$13,833, 

2,760, 

2,760, 

1,000, 

600, 

500, 

600, 

600, 

260, 

260, 

200, 

166. 

166, 

125, 


000.00 
000.  OO 
000.00 
000.00 
000.00 

000.  OO 

000.00 

000. 00 

000.00 
000.00 
666.67 
666.67 
000. 00 


83,333.33 
83,333.33 
83,333.33 
83,333.33 
83,333.33 
62,600.00 
27,777.78 
918,  OSS.  S7 


5,000,000.00 


20,000,000.00 


25,000,000.00 


(3)  The  character  of  the  business  to  be  conducted  is  the  manufacture  and 
sale  of  all  kinds  of  iron  and  steel  in  all  their  branches  and  the  procuration 
and  preparation  of  all  materials  necessary  therefor;  and  the  locations  of  said 
business  are  as  follows : 

The  steel  works  and  blast  furnaces,  known  as  the  Edgar  Thomson  Steel 
^A'orks,  in  Braddock  Township,  Allegheny  County,  State  of  Pennsylvania; 

The  Homestead  Steel  Works,  in  Mifflin  Township,  Allegheny  County,  State 
of  Pennsylvania ; 

The  Duquesne  Steel  Works,  formerly  known  as  the  Allegheny  Bessemer  Steel 
Works,  in  the  Borough  of  Duquesne,  county  of  Allegheny,  State  of  Pennsyl- 
vania ; 

The  Upper  Union  Mills,  formerly  known  as  the  Union  Iron  Mills;  the 
I.,ower  Union  Mills,  formerly  known  as  Wilson,  Walker  &  Co.'s  Mills ;  the  Lucy 
Furnaces;  and  the  Keystone  Bridge  Works,  In  the  city  of  Pittsburgh,  county 
of  Allegheny,  State  of  Pennsylvania ; 

The  Beaver  Falls  Mills,  formerly  known  as  the  Hartman  Steel  Works,  at 
Bearer  Falls,  In  Beaver  County,  State  of  Pennsylvania ; 

The  Scotia  Ore  Mines,  in  Patton  Township,  Center  County,  State  of  Penn- 
sylvania ; 

The  Larimer  Coke  Works,  in  North  Huntingdon  Township,  Westmoreland 
County,   State  of  Pennsylvania ; 

The  Youghiogheny  Coke  Works,  in  Elizabeth  Township,  Allegheny  County, 
State  of  Pennsylvania;  and 

The  principal  office  or  place  of  business  of  said  association  is  in  the  city  of 
Pittsburgh,  county  of  Allegheny,  and  State  of  Pennsylvania,  from  which  office 
all  the  business  of  said  association  is  managed  and  directed. 

(4)  The  name  of  said  association  shall  be  The  Carnegie  Steel  Co.  (Ltd.). 

(5)  The  contemplated  duration  of  said  association  is  as  set  forth  in  tlie 
original  statement  of  said  association,  to  wit,  20  years  from  the  1st  day  of 
April,  1881. 

(6)  The  names  of  the  officers  of  said  association,  elected  in  conformity  with 
the  provisions  of  said  act  of  assembly,  and  the  supplements  thereto,  are :  Henry 
Clay  Frick,  chairman;  Henry  M.  Curry,  treasurer;  Francis  T.  F.  Lovejoy,  sec- 
retarv. 
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The  managers  of  said  association  are :  Henry  Clay  Frick,  George  Lauder, 
William  H.  Singer,  Henry  M.  Curry,  John  G.  A.  Leishman,  Lawrence  C.  Phipps, 
Francis  T.  F.  Lovejoy. 

The  amended  statement  shall  go  into  effect  on  the  1st  day  of  July,  1S92. 
In  witness  whereof,  the  parties  hereto  have  hereunto  set  their  respective 
hands  and  seals,  at  certain  times  during  the  months  of  April,  May,  and  June, 
in  the  year  1892,  as  will  appear  in  the  several  certificates  of  aclmowledgments 
Iiereto  attached. 

Andrew  Carnegie  [L.  S.],  May  20,  1892;  Henry  Phlpps,  jr.  [L.  S.], 
May  20,  1892;  H.  C.  Frick  [L.  S.],  April  29, 1892;  George  Lauder, 
by  Andrew  Carnegie,  attorney  in  fact  [L.  S.l,  May  20,  1892; 
W.  H.  Singer  [L.  S.],  June  3,  1892;  H.  M.  Curry  [L.  S.],  April 
29,  1892;  H.  W.  Borntraeger  [L.  S.],  June  3,  1892;  John  G.  A. 
Leishman  [L.  S.],  June  28,  1892;  Wm.  L.  Abbot  [L.  S.],  May  23, 
1892;  Otis  H.  Childs  [L.  S.],  April  29,  1892;  John  W.  Vandevort 
[L.  S.],  June  10,  1892;  C.  L.  Strobel  [L.  S.],  June  16,  1892; 
F.  T.  F.  Lovejoy  [L.  S.],  April  29,  1892;  P.  R.  Dillon  [L.  S.], 
June  2,  1892;  W.  W.  Blackburn  [L.  S.],  April  29,  1892;  Wm.  P. 
Palmer  [L.  S.],  April  29,  1892;  L.  C.  Phlpps  [L.  S.],  April  29. 
1892;  A.  R.  Peacock  [L.  S.],  April  29,  1892;  J.  Ogden  Hoffman 
[L.  S.],  June  20,  1892;  John  C.  Fleming  [L.  S.],  June  16,  1892; 
James  H.  Simpson  [L.  S.],  June  22,  1892;  H.  P.  Bope  [L.  S.l, 
April  29,  1892;  F.  T.  F.  Lovejoy,  trustee  [L.  S.],  April  29,  1892. 


Exhibit  B. 

abticles  of  association  of  carnegie  bkos.  &  co.  (ltd.). 

We  the  luidersigijed,  who  are  desirous  of  forming  a  partnership  association 
where  the  capital  shall  alone  be  liable  for  the  debts  of  said  association  in 
accordance  with  and  under  the  provisions  of  an  act  of  the  general  assembly 
of  this  Commonwealth,  entitled  "An  act  authorizing  the  formation  of  partnership 
associations  in  which  the  capital  subscribed  shall  alone  be  responsible  for  the 
debts  of  the  association,  except  under  certain  circumstances,"  approved  the  2d 
day  of  June,  A.  D.  1874,  and  the  supplements  thereto,  do  hereby  In  accordance 
with  said  act  make  the  following  statement  in  writing: 

I.  The  names  of  such  persons  are  as  follows :  Andrew  Carnegie,  New  York 
City,  State  of  New  Xork;  Thomas  M.  Carnegie,  Pittsburgh,  State  of  Pennsyl- 
vania ;  Henry  Phlpps,  jr.,  Allegheny  City,  State  of  Pennsylvania ;  David  A. 
Stewart,  Pittsburgh,  State  of  Pennsylvania ;  John  Scott,  Pittsburgh,  State  of 
Pennsylvania ;  John  W.  Vandevort,  Pittsburgh,  State  of  Pennsylvania ;  Gardner 
F.  McCandless,  New  York  City,  State  of  New  York. 

II.  The  total  amount  of  the  capital  of  said  association  Is  $5,000,000.  This  Is 
to  be  contributed  and  paid  as  follows,  viz :  The  sum  of  $4,000,000  by  property 
described  In  the  schedules  hereto  annexed.  The  sum  of  $1,000,000  shall  be  paid 
in  cash  In  four  equal  monthly  installments  of  $250,000  each.  The  first  install- 
ment shall  be  paid  May  1,  A.  D.  1881,  and  a  like  amount  shall  be  paid  on  the 
1st  days  of  June,  July,  and  August,  A.  D.  1881. 

III.  The  amount  of  the  capital  of  said  association  subscribed  for  by  each  is 
as  follows: 

Andrew  Carnegie,  $2,737,977,95. 

Two  million  seven  hundred  and  thirty-seven  thousand  nine  hundred  and 
seventy-seven  and  ninety-five  hundredths  dollars  of  this  sum  the  said  Andrew 
Carnegie,  in  four  equal  monthly  installments  of  $136,898.90,  beginning  May  1, 
1881,  shall  pay  in  cash  a  total  of  $547,595.59,  and  the  balance  of  said  sum. 
being  $2,190,832.36,  the  said  Andrew  Carnegie  pays  by  contributing  his  share 
In  the  real  and  personal  properties  described  In  the  schedules  hereto  annexed. 

Thomas  M.  Carnegie,  $878,096.65. 

Eight  hundred  and  seventy-eight  thousand  nlnety-slx  and  sixty-five  hun- 
dredths dollars:  Of  this  sum  the  said  Thomas  M.  Carnegie,  In  four  equal 
monthly  Installments  of  $43,904.83  each,  beginning  May  1,  1881,  shall  pay  in 
cash  a  total  of  $175,619.33,  and  the  balance  of  said  sum,  being  $702,477.32,  the 
said  Thomas  M.  Carnegie  pays  by  contributing  his  share  in  the  real  and  per- 
sonal estate  described  in  the  schedules  hereto  annexed. 

Henry  Phlpps,  jr.,  $878,096.65. 
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Eight  hundred  and  seventy-eight  thousand  ninety-six  and  sixty-five  hun- 
dredths dollars:  Of  this  sum  the  said  Henry  Phipps,  Jr.,  in  four  equal  monthly 
instalments  of  $43,904.83  each,  beginning  May  1,  1S81,  shall  pay  in  cash  a  total 
of  $175,619.33,  and  the  balance  of  said  sum,  being  $702,477.32,  the  said  Heury 
Phipps,  jr.,  pays  by  contributing  his  share  in  the  real  and  personal  estate  de- 
scribed in  the  schedule  hereto  annexed. 

David  A.  Stewart,  $175,318.75. 

r)ne  hundred  and  seventy-five  thousand  three  hundred  and  eighteen  and 
seventy-five  hundredths  dollars:  Of  this  sum  the  said  David  A.  Stewart,  in 
four  equal  monthly  instalments  of  $8,765.94  each,  beginning  May  1,  1881,  shall 
pay  in  cash  a  total  of  $35,063.75,  and  the  balance  of  said  sum,  being  $140,255, 
the  said  David  A.  Stewart  pays  by  contributing  his  share  of  the  real  and 
personal  properties  described  in  the  schedules  hereto  annexed. 

John  Scott,  $175,318.75. 

One  hundred  and  seventy-five  thousand  three  hundred  and  eighteen  and 
seventy-five  one  hundredths  dollars :  Of  this  sum  the  said  John  Scott,  in  four 
equal  monthly  instalments  of  $8,765.94  each,  beginning  May  1,  1881,  shall  pay 
in  cash  a  total  of  $35,063.75.  And  the  balance  of  said  sum,  being  $140,255,  the 
said  John  Scott  pays  by  contributing  his  share  of  the  real  and  personal  prop- 
erties described  in  the  schedules  hereto  annexed. 

Gardner  F.  McOandless,  $105,191.25. 

One  hundred  and  five  thousand  one  hundred  and  ninety-one  dollars  and 
twenty-five  cents:  Of  this  sum  the  said  Gardner  F.  McCandless,  In  four  equal 
monthly  installments  of  $5,259.56  each,  beginning  May  1,  1881,  shall  pay  in 
cash  a  total  of  $21,038.25 ;  and  the  balance  of  said  sum,  being  $84,153,  the  said 
Gardner  F.  McCandless  pays  by  contributing  his  share  of  the  real  and  personal 
property  described  in  the  schedules  herein  annexed :  John  W.  Vandevort,  $50,000. 

Fifty  thousand  dollars :  Of  this  sum  the  said  John  W.  Vandevort,  in  four  equal 
monthly  installments  of  $2,500  each,  beginning  May  1,  1881,  shall  pay  in  cash 
a  total  of  $10,000 ;  and  the  balance  of  said  sum,  being  $40,000,  the  said  John  W. 
Vandevort  pays  by  contributing  his  share  of  the  real  and  personal  properties 
described  in  the  schedules  hereto  annnexed. 

IV.  The  character  of  the  business  to  be  conducted  is  the  manufacture  and 
sale  of  all  kinds  of  iron  and  steel  in  all  their  branches  and  the  procuration  and 
preparation  of  all  materials  necessary  therefor. 

The  location  of  the  business  is  as  follows : 

The  steel  works  and  blast  furnaces  therewith  are  situate  in  the  township  of 
Wilkins,  in  the  county  of  Allegheny  and  State  of  Pennsylvania. 

The  iron  mills  now  known  as  the  Union  Iron  Mills  are  situated  in  the  city 
of  Pittsburgh,  in  the  county  of  Allegheny  and  State  of  Pennsylvania.  The 
blast  furnaces  now  known  as  the  Lucy  Furnaces  are  situate  in  the  eighteenth 
ward  of  the  city  of  Pittsburgh,  in  the  county  of  Allegheny  and  State  of  Penn- 
sylvania. The  coal  mines  and  coke  ovens  now  known  as  the  Monastery  Coke 
Works  are  situate  in  the  township  of  Unity,  in  the  county  of  Westmoreland  and 
State  of  Pennsylvania.  The  coke  ovens  now  known  as  Carnegie  &  Co.'s  Larimer 
Coke  Works  are  situate  in  the  township  of  North  Huntingdon,  in  the  county  of 
Westmoreland  and  State  of  Pennsylvania.  The  ore  mines  are  situate  in  the 
township  of  Patton,  in  the  county  of  Center  and  State  of  Pennsylvania,  and 
known  as  the  Scotia  Ore  Mines. 

V.  The  name  of  the  association  shall  be  Carnegie  Bros.  &  Co.  (Ltd.). 

VI.  The  contemplated  duration  of  said  association  shall  be  20  years.  The 
principal  office  of  said  association  shall  be  located  at  Bessemer  Station,  on  the 
Pennsylvania  Railroad,  being  in  the  township  of  Wilkins,  in  the  county  of  Alle- 
gheny and  State  of  Pennsylvania. 

VII.  The  names  of  the  officers  of  said  association,  selected  in  conformity  with 
the  provisions  of  said  act,  are :  Thomas  M.  Carnegie,  chairman ;  David  A.  Stewart, 
secretary  and  treasurer. 

The  managers  of  said  association  are  Thomas  M.  Carnegie,  Andrew  Carnegie, 
Henry  Phipps,  jr.,  John  Scott,  David  A.  Stewart. 

VIII.  The  several  subscribers  hereto  do  contribute  the  properties  hereinafter 
mentioned  and  particularly  described  in  the  schedules  hereto  annexed,  at  the 
following  valuations  over  and  above  the  mortgage  liens  upon  the  same,  which 
valuations  are  hereby  approved  by  all  the  members  subscribing  to  the  capital 
of  this  association : 

The  property  consisting  of  the  steel  works  and  blast  furnaces  therewith 
erected  situate  in  the  township  of  Wilkins,  in  the  county  of  Allegheny  and 
State  of  Pennsylvania,  and  now  called  the  Edgar  Thomson  Steel  WorliS. 
$2,385,000. 
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The  surface  coal  mines  and  coke  ovens  situate  In  the  township  of  Unity, 
county  of  Westmoreland,  and  State  of  Pennsylvania,  $80,000. 

The  ore  lands  situate  in  the  township  of  Patton,  county  of  Center,  and  State 
of  Pennsylvania,  $35,000. 

The  blast  furnaces,  fixtures,  and  property  known  as  the  Lucy  Furnaces, 
$750,000. 

The  iron  mills  and  leaseholds  and  fixtures  therewith  connected,  known  as 
the  Union  Iron  Mills,  $630,000. 

The  undivided  four-fifths  interest  in  Carnegie  &  Co.'s  Larimer  Coke  Works, 
$120,000. 

Of  these  several  properties  the  Edgar  Thomson  Steel  Works  and  blast  fur- 
naces therewith  connected,  the  Lucy  Furnaces,  the  Monastery  Coke  Works, 
and  the  Scotia  Ore  Jlines  are  each  subject  to  mortgages  particularly  described 
in  the  schedules  hereto  annexed. 

And  each  one  of  the  subscribers  hereto  does  hereby  approve  of  the' respective 
shares  of  said  valuations  applied  as  hereinbefore  enumerated  in  the  payment 
of  the  capital  subscribed  for  by  each. 

In  witness  whereof  the  said  parties  have  hereunto  set  their  hands  and  seals 
this  1st  day  of  April  in  the  year  of  our  Lord  one  thousand  eight  hundred  and 
eighty-two. 

Andrew  Carnegie.  [seal.] 

Witnesses : 

W.  M.  Watson. 

Thomas  M.  Carnegie,  [seal.] 

By  Andrew  Carnegie.  [seal.) 

(His  attorney  in  fact.) 


John  A.  Hillery  (J.  A.  H. ). 
(As  to  Andrew  Carnegie.) 

Thomas  M.  Carnegie, 
By  Andrew  Carnegie. 

(His  attorney  in  fact,  and 
(for  Gardner  F.  McCandless.) 


Gardner   P.  McCandless.     [seal. J 


Hbnby  Phipps,  Jr. 

[seal.] 

D.  A.  Stewart. 

[seal.] 

John  Scott. 

[seal.] 

Jno.  W.  Vandevort. 

[SEAL.] 

M.   H.  HOL'SEMAN. 

W.  M.  Watson. 

(As  to  Henry  Phipps,  Jr., 

D.  A.  Stewart,  John  Scott, 

and  Jno.  W.  Vandevort.) 

State  of  New  York,  City  of  New  York,  ss: 

Personally  before  me,  a  commissioner  of  the  State  of  Pennsylvania,  residing 
in  the  city  of  New  York  and  State  of  New  York,  and  duly  authorized  and 
competent  to  take  the  acknowledgment  of  deeds  for  all  lands  in  State  of 
Pennsylvania,  came  Andrew  Carnegie  and  Gardner  F.  McCandless  and  acknowl- 
edged the  above  and  foregoing  statement  in  writing  and  the  schedules 
thereto  annexed  to  be  their  act  and  deed,  and  as  such  desired  the  same  might 
be  recorded.  At  the  same  time  and  place  also  personally  appeared  before  me 
Thomas  JT.  Carnegie,  by  his  attorney  in  fact,  Andrew  Carnegie,  and  the  said 
attorney  in  fact  did  duly  acknowledge  the  above  and  foregoing  statement  in 
writing  and  the  schedules  thereto  attached  to  be  the  act  and  deed  of  the  said 
Thomas  M.  Carnegie  and  of  the  said  Andrew  Carnegie  as  attorney  in  fact  for 
the  said  Thomas  M.  Carnegie,  and  as  such  desired  the  same  might  be  recorded 
as  such. 

Witness  my  hand  and  oflicial  seal  this  2eth  day  of  March,  A.  I).  1881. 

[SEAL.]  Jno.  A.  Hillebt, 

A  Commissioner  for  Pennsylvania  in  the  City  of  New  Tork 

State  of  Pennsylvania,  County  of  Allegheny,  City  of  Pittsburgh: 

Personally  before  me,  a  notary  public  of  the  State  of  Pennsylvania,  resid- 
ing in  the  city  of  Pittsburgh  aforesaid,  came  Henry  Phipps,  jr.,  John  Scott, 
David  A.  Stewart,  and  John  W.  Vandevort,  each  of  whom  in  due  course  of  law 
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acknowledged  the  above  and  foregoing  statement  in  writing  and  the  schedules 
thereto  annexed  to  be  their  and  each  of  their  act  and  deed,  and  as  such  desired 
they  might  be  recorded. 

Witness  my  hand  and  official  seal  this  29t)i  day  of  March,  A.  D.  1881. 

[SEAL.]  M.  H.  Houseman, 

Notary  PuNic. 

(The  schedules  are  omitted.) 


To  the  vnthin  named  defendants: 

You  are  hereby  notified  and  required  to  cause  an  appearance  to  be  entered 
for  you  in  the  within-named  court  and  file  your  answer  to  the  within  bill  of 
complaint  within  15  days  after  the  service  hereof  on  you,  and  to  observe  what 
the  said  court  shall  direct. 

You  are  also  notified  that  if  you  fail  to  enter  your  appearance  and  file  your 
answer  within  15  days  you  will  be  liable  to  have  the  bill  taken  pro  confesso  and 
a  decree  made  against  you  in  your  absence. 

Dated  this day  of ,  1900. 

John  G.  Johnston, 
D.  T.  Watson, 
Willis  McOook, 

Solicitors  for  Plaintiff. 
Filed  February  13,  1900. 


State  of  Pennsylvania,  Comity  of  Allegheny,  ss: 

I,  William  B.  Kirker,  prothonotary  of  the  courts  of  commou  pleas  in  and  for 
Allegheny  County,  do  hereby  certify  that  the  foregoing  Is  a  true  copy  of  the 
bill  of  complaint  filed  of  record  in  my  office  at  No.  422,  March  term,  1900. 

In  witness  whereof  I  have  hereunto  set  my  hand  and  affixed  the  seal  of 
common  pleas  court  No.  1,  this  7th  day  of  June,  A.  D.  1911. 

[seal.]  Wm.  B.  Kibker,  Prothonotary. 

The  Chairman.  Mr.  Carnegie's  attorneys  have  kindly  agreed  that, 
inasmuch  as  Mr.  Bridge  is  anxious  to  return  to  New  York,  he  may  be 
permitted  to  take  the  stand  for  a  few  minutes  now. 

This  is  in  connection  witli  his  book,  The  Inside  History  of  the 
Carnegie  Steel  Company^  being  apparently  a  documentary  history  of 
that  concern  and  containing  excerpts  and  copies  and  photographic  re- 
productions of  letters  and  other  papers  which  have  been  imported 
quite  extensively  into  the  report  of  Herbert  Knox  Smith  on  the  steel 
industry  and  have  been  used  by  a  good  many  members  of  the  commit- 
tee as  a  basis  for  various  questions. 

STATEMENT  OF  J.  H.  BRIDGE, 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Mr.  Bridge,  are  you  the  author  of  this  book,  The 
Inside  History  of  the  Carnegie  Steel  Company  ? 

Mr.  BRrocE.  Yes,  sir. 

The  Chairman.  Did  you  have  access  to  the  books  and  papers  of 
the  Carnegie  Steel  Co.  when  you  wrote  the  book? 

Mr.  Bridge.  No,  sir. 

The  Chairman.  Or  to  the  documents  which  are  reproduced  here? 

Mr.  Bridge.  Yes;  to  the  documents  which  are  reproduced,  but  not 
to  the  books. 

The  Chairman.  On  page  98  here,  for  instance,  is  a  copy  of  a  bal- 
ance sheet,  which  appears  to  be  a  literal  photographic  copy,  and  a 
photographic  copy  of  letters. 
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Mr.  Bridge.  Yes.  Those  were  originals  which  were  in  my  posses- 
sion at  the  time  the  copies  were  made. 

The  Chairman.  That  is  the  balance  sheet  that  is  copied  in  Herbert 
Knox  Smith's  report? 

Mr.  Bridge.  Yes.  He  copied  it  from  my  book,  and  I  had  the  origi- 
nal and  had  it  photographed. 

The  Chairman.  I  will  ask  you  to  take  this  book  where  certain 
pages  are  marked  in  this  copy,  giving  excerpts  from  the  books  of  the 
company,  estimates  of  cost,  descriptions  of  processes,  extracts  from 
the  books  showing  the  profits,  and  capitalization  of  the  company  at 
various  times,  letters  from  the  Olivers,  from  Mr.  Carnegie  and  others, 
touching  the  ore  field,  and  the  final  sale  of  the  property;  and  I  will 
a&k  you  if  these  places  so  marked  by  you  and  the  figures  there  given 
are  all  taken  from  the  original  records. 

Mr.  Bridge  (after  examining  the  passages  marked  as  indicated  by 
the  chairman).  They  are. 

The  Chairman.  I  will  say  in  addition  to  that,  that  besides  giving 
a  history  of  the  Carnegie  Steel  Co.,  there  is  a  description  of  the  rela- 
tive merits  and  dements  of  Mr.  Carnegie  and  Mr.  Frick,  and  of  the 
parts  each  played  in  the  organization  of  this  concern.  In  that  con- 
troversy, of  course,  this  committee  is  not  in  any  way  interested. 

Mr.  Bartlett.  Those  passages  are  not  marked? 

The  Chairman.  No.  We  have  cut  out  all  of  that  that  we  could ; 
and  I  submitted  this  book  to  Mr.  Carnegie's  attorneys,  and  they  found 
several  places  that  we  had  overlooked  where  some  little  reference 
was  made  to  Mr.  Carnegie  and  to  Mr.  Frick  in  the  way  of  compari- 
son ;  and  Mr.  Eeed  struck  them  out  with  my  approval  and  that  of  the 
committee,  because  we  do  not  want  to  go  into  that  question. 

The  blue-pencil  marks  to  which  I  have  referred,  Mr.  Bridge,  were 
made  by  you  ? 

Mr.  BRmGE.  Yes. 

Mr.  Young.  The  question  was  whether  these  are  correct  copies  of 
the  originals,  was  it  not  ? 

The  Chairman.  Yes. 

Mr.  Bridge.  These  are  correct  copies  of  the  records ;  many  of  them 
photographic  copies. 

Mr.  Young.  That  is,  all  of  the  matters  which  are  marked  there 
with  a  blue  pencil  ? 

Mr.  Bridge.  Yes;  they  are  either  copies  of  the  original  records  or 
statements  based  on  the  original  records  which  I  still  have. 

Mr.  Reed.  I  wish  to  say  at  this  point  that  in  some  cases  some  of 
Mr.  Bridge's  comments  are  included  in  these  passages  which  have 
been  marked  with  blue  pencil,  and,  of  course,  it  is  understood  that 
as  to  that  portion  of  this  matter  it  is  simply  his  opinion  on  the  facts. 

The  Chairman.  Oh,  yes. 

Mr.  Young.  Certainly.    That  is  understood. 

The  Chairman.  The  following  are  the  extracts  from  Mr.  Bridge's 
book.  The  Inside  History  of  the  Carnegie  Steel  Co.,  which  have  just 
been  referred  to : 

From  pages  94,  95,  96,  97,  99, 100, 101,  and  102 : 

The  admirable  system  of  accounting  introduced  by  Mr.  Shinn  enabled  the 
Edgar  Thompson  managers  to  see  at  a  glance  the  exact  cost  of  every  one  of 
the  many  operations  entering  into  the  manufacture  of  a  ton  of  ingots,  blooms, 
or  rails.     Every  month  cost  sheets  were  made  out  in  which  these  items  were 
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given  to  the  hundredth  part  of  a  cent.     These  statements  were  marvels  of 
ingenuity  and  careful  accounting. 

The  first  was  issued  on  October  1,  1875.  It  gave  in  detail  the  output  and  cost 
of  the  first  month's  run,  together  with  the  name  of  the  purchasing  railroads 
and  the  prices  received.  It  was  a  gratifying  document  to  the  anxious  partners. 
The  output  for  September,  1875,  was  1,110 /jJiy  tons  of  rails.  Their  cost  was 
exactly  $57  a  ton,  including  all  charges,  even  to  office  expenses  and  maintenance 
of  the  plant.  The  prices  received  averaged  $66.50  a  ton  at  the  worlts,  thus 
leaving  a  clear  profit  of  $9.50  a  ton,  and  a  total  of  over  $10,000  on  the  month's 
work.  In  the  second  month  the  output  was  1,817HM  t^s,  which  cost  $57.20 
and  sold  for  $66.32.  At  the  end  of  the  year  the  average  of  four  montlis' 
operations  showed  that  ingots  had  cost  $43.33  a  ton,  blooms  $47.17,  and  rails 
$58.45.  The  average  price  at  which  they  sold  was  a  fraction  under  $66  a  ton 
giving  a  total  profit  on  rails  of  $41,970.06.  The  percentage  of  rails  from 
pig  iron  and  spiegel  was  80.56 ;  and  this  was  afterwards  used  as  a  basis  on 
which  to  figure  the  making  of  contracts. 

During  the  following  year  the  Improvements  in  processes  made  by  Capt. 
Jones,  already  referred  to,  greatly  increased  the  output  and  reduced  the  cost. 
On  the  other  hand,  prices  also  fell.  Andrew  Carnegie  wrote  this  year  to  oue 
of  his  colleagues : 

"  We  must  not  lose  sight  of  the  fact  that  the  great  products  now  made  must 
affect  prices.  I  look  for  cost  to  be  reached  for  a  short  time,  say,  50.50  at  mills 
with  us.  Some  concerns  must  stop.  Therefore  any  orders  we  can  take  netting 
above  52.50  had  better  be  taken — $55  at  mills  is  a  tall  price — Pennsylvania 
steel  (1.  e.,  Pennsylvania  Steel  Co.)  has  offered  $60,  Baltimore  to  Georgia 
Railroad,  but  I  hope  to  get  a  small  order —  " 

In  the  same  letter,  however,  he  waxes  enthusiastic  over  the  future: 

"  What  do  you  really  figure  we  can  put  rails  at  cost,  running  double  4,000 
tons  per  month  on  this  basis?  Can't  we  shade  $50?  If  so,  where  is  there 
such  a  business —  " 

And  so  alluring  is  the  picture  in  his  mind  that  in  the  next  sentence  he  says; 

"  I  want  to  buy  Mr.  Coleman  out  and  hope  to  do  so^  " 

But  that  is  another  part  of  the  story. 

Concerning  his  great  expectations  at  this  time,  the  following  extract  from  a 
letter  of  his  to  Shinn,  dated  April  13,  1876,  is  Interesting.  He  estimates  future 
profits  at  40  per  cent  per  annum,  or  $300,000  net  on  a  capital  of  $750,000 : 

"  Harry,  Jim,  and  I  want  your  entire  time,  and  we  are  only  too  anxious  to 
be  able  to  feel  you  are  enlisted  thoroughly  in  the  work.  It  is  a  great  one  and 
means  $40,000  a  year  profit  on  $100,000,  on  an  average,  say,  $750,000  casb, 
$300,000;  Interest  on  loan,  $25,000;  total,  $325,000;  50,000  tons  at  $7.  The 
bulk  will  not  stand  permanently  below  that  to  us — say  price  rails  at  works 
average  $55,  cost  $48.  So  years  we  shall  do  far  better.  *  *  *  "  ^Photo- 
graphic reproduction.) 

The  price  of  rails  this  year  (1876)  dropped  steadily  from  $67  in  January 
to  $52  in  December;  but  the  average  price  received  by  the  Edgar  Thompson 
Co.  for  the  16  months  ending  December  31,  1876,  was  $60.61.  The  product  for 
the  year  was  32.228  tons,  and  for  16  months  38.2842VA  tons.  The  cost  of 
manufacture,  which  averaged  $56.98  for  the  first  7  months,  had  dropped  to 
$53.19  for  the  second  7  months.  The  net  earnings  for  the  year  amounted  to 
$181,007.18  on  a  capital  issue  of  $731,500. 

The  output  of  rails  for  1877  was  42,826  j'/i',;  tons.  Both  prices  and  cost  of 
manufacture  show  a  remarkable  decline.    They  are  as  follows : 


Cost  at  Ed- 
gar Thom- 
son works. 


January S46. 6775 

February 44. 89 

March 44. 102S 

April 43. 585 

May 45.6335 

June 42.2803 


Price  at 
mills. 


$49. 00 
49.00 
49.00 
49.00 
47.26 
46.50 


July 

August 

September 
October. . . 
November. 
December. 


Cost  at  Ed- 
gar Thom- 
son works. 


$44. 8750 
42. 6.5.54 
43. 8302 
42. 0048 
40. 1314 
40.  3588 


Price  at 
mills. 


(45.25 
44.75 
44.00 
42.25 
40.50 
40.50 
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It  must  be  inferred  from  this  that  during  the  later  months  of  the  year  the 
company  was  running  at  a  loss,  for  the  rails  made  in  November  and  December 
had  been  sold  at  prices  prevailing  9  or  12  months  earlier.  At  the  same  time 
profits  were  greatly  diminished,  and  the  year's  balance  sheet  showed  only  a  net 
gain  of  $36,673.33.  But  about  $115,000  had  been  spent  on  the  works  and  some 
$20,000  of  indebtedness  had  been  paid  ofC.  As  a  matter  of  fact,  the  profits  of 
all  the  Carnegie  works  this  year  aggregated  $190,379.33. 

In  February  of  this  year  the  first  dividend  was  declared,  being  25  per  cent  in 
scrip.  In  August  a  second  dividend  of  14  per  cent  was  declared,  part  of  which 
was  applied  on  stock  and  part  paid  iu  cash.  In  this  way  the  capital  was  raised 
to  $1,000,000.  In  October  dividend  No.  3,  of  2f  per  cent,  was  declared,  maldng 
a  total  for  the  year,  in  cash  and  stock,  of  41J  per  cent. 

At  the  beginning  of  1878  Andrew  Carnegie  shows  that  further  reductions  in 
cost  to  $38  were  expected,  while  the  price  to  be  received  was  put  at  $42.50,  with 
an  allotment  by  the  steel-rail  pool  of  60,000  tons.  This  would  give  a  profit  of 
$240,000  from  rails,  and  other  additions  not  now  traceable  were  expected  to 
bring  the  total  net  profit  to  $250,000.  Well  might  he  exclaim,  "Where  is  there 
such  a  business !  " 

Let  us  see  how  the  prophecy  turned  out.  By  March,  1878,  thanks  to  Capt. 
Jones's  excellent  practice  at  the  works,  the  monthly  product  of  rails  had  reached 
7,383  Mot  tons.  The  cost  of  ingots  had  been  reduced  to  $29.50  and  that  of  rails 
to  $37.77.  During  the  year  the  cost  of  making  rails  did  not  go  more  than  a  few 
mills  above  $38.  In  April  it  was  $38.066 ;  in  May,  $36.81 ;  in  June,  $37.925 ;  in 
July,  $38,013;  In  August,  $37,829;  in  September,  $36,987;  in  October,  $36,114; 
in  November,  $36,415;  and  in  December,  $36,525.  The  average  price  at  which 
they  were  sold  was  $42.50,  exactly  corresponding  with  Carnegie's  guess.  The 
net  profits  of  a  single  month  (November)  amounted  to  a  fraction  of  $52,000, 
and  Andrew  Carnegie,  apropos  of  lofty  heights,  writes  from  Sorrento: 

"  Pyramids  and  Mount  Etna  and  Vesuvius  have  been  our  last  climbs.  Mount 
Etna,  of  course,  we  did  only  from  the  base.  Tell  Capt.  Jones  there  was  a  proud 
little  stout  man  who  gave  a  wild  hurrah  When  he  saw  E.  T.  ahead.  Was  not 
it  a  close  race  with  C.  I.  Co.?  But  they  had  a  start.  Besides,  we  had  to  go 
through  with  the  measles,  you  know." 

The  earnings  of  the  Edgar  Thomson  works  this  year  were  $401,800 — over 
31  per  cent  on  its  capital,  which  had  been  increased  to  $1,250,000.  Andrew 
Carnegie,  by  the  way,  subscribed  for  the  whole  of  this  increase,  and  a  year 
later  was  shown  by  the  balance  sheet  to  owe  the  company  $175,000  on  account 
of  stock  subscription. 

The  next  year  the  price  of  rails  took  a  sharp  upward  spurt,  reaching  $67  a 
ton  in  December  and  $85  by  February,  1880.  In  the  same  period  the  cost  of 
manufacture  was  slightly  reduced.  In  January,  1879,  rails  cost  $38,606  a  ton 
to  ^^^ke,  and  in  May  $35,845.  During  the  first  six  months  of  this  year  the 
Edgar  Thomson  works  made  $252,854.  The  second  half  of  the  year  the  gains 
were  even  greater.  In  August,  with  rails  selling  at  $48,  there  was  a  clear  profit 
of  $10.50  a  ton  (pig  iron  had  gone  up  $12.50)  ;  in  OQtober  a  fraction  under  $15, 
and  by  December  over  $22  a  ton  net  profit.  The  monthly  output  of  ingots  now 
exceeded  10,000  tons  and  of  rails  five  to  six  thousand  tons.  "  Where  is  there 
such  a  business  !  " 

These  golden  times  continued  throughout  the  following  year.  In  January 
the  difference  between  the  selling  price  of  rails  and  the  cost  of  pig  iron  was 
$53  a  ton,  the  former  being  $75  and  the  latter  $22  a  ton.  The  next  month  it 
was  $65,  and  of  this  something  like  $40  a  ton  was  clear  profit  to  the  Edgar 
Thompson  Steel  Co.,  who  were  running  day  and  night  and  had  orders  for 
80,000  tons  of  rails.  Without  burdening  this  narrative  with  further  details 
of  costs  and  prices,  it  may  be  briefiy  stated  that  in  this  12  months  the  Edgar 
Thompson  Works  made  a  profit  of  $1,625,000.  For  an  infant  industry  not  out 
of  Its  swaddling  clothes  that  was  a  very  fair  showing,  and  was  certainly  as 
legitimate  a  cause  of  exultation  on  the  part  of  the  members  of  the  firm  as 
those  more  public  triumphs  in  mechanics  already  spoken  of.  The  highest  price 
of  rails  reached  this  year  was  $85  a  ton.  Who  shall  say,  in  presence  of  these 
facts,  that  protection  is  not  synonymous  with  prosperity? 

To  the  Camegies  the  tariff  was  specially  helpful  at  this  time,  when  an 
extraordinary  demand  arose  for  iron  and  steel  in  all  its  forms.  The  American 
manufacturers  were  unable  to  meet  this  demand,  and  prices  rose  to  a  point  at 
which  importations  of  foreign  steel  could  be  made  despite  the  high  duties. 
From  $19,000,000  in  1879  these  importations  rose  to  over  $71,000,000  in  1880, 
$60  500  000  in  1881,  and  $68,000,000  in  3882.     Simultaneously  the  profits  of  the 


2590 


UNITED   STATES   STEEL,   CORPOBATION. 


Carnegie  companies  rose  from  $512,068.40  in  1879  to  $2,000,377.42  in  1881  and 
12,128,422.91  In  1882 ;  for  while  the  cost  of  rails  was  between  $34  and  $38.50, 
the  average  price  received  during  these  years  was  $56.26.  It  Is  obvious  that 
but  for  the  tariff  these  enormous  gains  would  have  been  Impossible,  and  the 
magnificent  series  of  blast  furnaces,  Into  the  construction  of  which  these 
profits  went,  would  never  have  been  built.  Of  course,  the  railroads  of  the 
country  paid  the  difference ;  but  they  eventually  got  it  back,  and  more,  out  of 
the  enormous  tonnage  of  ore,  coke,  and  lime  needed  by  the  furnaces.  Here, 
however,  we  are  trenching  upon  debatable  ground,  and  that  is  neither  neces- 
sary nor  desirable  in  a  work  of  this  kind,  which  aims  only  to  set  out  the  facts 
and  leave  the  reader  free  to  draw  his  ovsti  conclusions. 

During  the  following  years,  before  Mr.  Frick  came  into  supreme  power  and 
multiplied  the  Carnegie  profits  elevenfold  in  11  years,  the  net  earnings  of  all 
the  properties  whose  history  we  are  tracing  reached  the  following  annual  totals. 
The  average  price  of  steel  rails  for  these  years  is  also  given. 


Annual  net 
earnings. 

Average 
price  of  rails. 

Aimual  net 
earnings. 

Average 
priceof  rails. 

1883 

$1,019,233.04 
1,301,180.28 
1,191,993.54 

$37. 75 
30.76 
28.50 

1886 

82,925,360.08 
3,441,887.29 
1,941,655.44 

83450 

1884 

1887 

37  08 

1885 

1888 

From  page  110 : 

In  increasing  the  output  of  these  works  I  soon  discovered  it  was  entirely 
out  of  the  question  to  expect  human  flesh  and  blood  to  labor  incessantly  for  12 
hours,  and  therefore  it  was  decided  to  put  on  three  turns,  reducing  the  hours 
of  labor  to  8.  This  proved  to  be  of  immense  advantage  to  both  the  company 
and  the  workmen,  the  latter  now  earning  more  in  8  hours  than  they  formerly 
•did  in  12  hours,  while  the  men  can  work  harder  constantly  for  8  hours,  having 
16  hours  for  rest. 

From  pages  131,  132,  133,  134,  and  135 : 

Pittsburgh,  April  4,  1S81. 
John  Scott,  Esq.,  Pittsliurgh,  Pa. 

Dear  Sir  :  I  have  your  letter  of  March  31,  in  which  you  refer  to  the  basis 
of  consolidation  of  interests  of  the  Edgar  Thomson  Steel  Co.  (Ltd.)  with  the 
Lucy  Furnace  Co.,  Carnegie  Bros.  &  Co.,  and  Carnegie  &  Co.,  on  the  basis  of 
55  per  cent  to  the  former  and  45  per  cent  to  the  latter,  and  ask  how  I  c^e  to 
recommend  what  you  characterize  as  "  such  a  mistake." 

In  reply,  I  will  state  the  circumstances  under  which  the  proposed  consolida- 
tion was  first  discussed  ai;d  what  led  me  to  assent  to  the  basis  named. 

In  August,  1879,  I  was  invited  to  Mr.  T.  M.  Carnegie's  one  evening,  where 
I  found  Messrs.  A.  Carnegie,  T.  M.  Carnegie,  and  H.  Phipps, 

The  subject  of  the  consolidation  was  broached,  and  they  produced  statements 
of  cost  and  earnings  of  their  properties,  as  follows : 


Union  Iron  Mills 

Lucy  furnaces 

CoVe  works,  four-fifths 

Total 


Cost  to 
July  1. 


3813,000 
062,000 
100,000 


1,675,000 


Earnings, 
1878. 


8153,000 
120,000 
20,000 


293,000 


Six 

montlis, 

1879. 


$98,000 
70,000 
16,000 


184,000 


The  cost  of  E.  T.  works,  exclusive  of  the  amount  expended  on  furnaces  and 
the  earnings  for  the  same  period,  had  been  as  follows : 

Cost  of  B.  T.  works  July  1,  1879 $1,522,159.16 

Profits,   1878 $401,800 

Profits,  6  months.  1879 252,845 

654,  645. 00 
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The  cost  and  earnings  of  the  two  properties  compared  then  as  follows : 


Cost. 

Earnings,  18 
monliis. 

E.  T.  S.  Works 

$1,522,000 
1,675,000 

$654,646 

Carnegie's  Works 

477,000 

But  the  E.  T.  S.  Co.  had  furnaces  A  and  B  well  under  way,  and  expected  to 
complete  them  by  January  1,  1880;  and  I  claimed  there  should  be  added  to 
the  cost  and  earnings  of  E.  T.  S.  Co.  an  amount  equal  to  four-fifths  the  cost 
and  earnings  of  Lucy  furnaces,  or  to  cost,  say,  $528,000;  and  to  earnings, 
$200,000.    This  made  them  compare  as  follows : 


Cost. 


Earnings,  18 
months. 


E.T.  8.  Works... 
Carnegie's  Works . 


$2,060,000 
1,575,000 


$364,645 
477,000 


the  proportions  of  which  were  relatively — 


Per  cent 
of  cost. 


Per  cent 
of  earn- 
ings, 18 
months. 


E.  T.  S.  Worls... 
Carnegie's  Works. 


56.5 
43.5 


64 
36 


the  average  of  which  gave  E.  T.  S.  Works  60  per  cent,  Carnegie's  40  per  cent, 
and  I  therefore  proposed  to  accept  60  per  cent  for  E.  T.  S.  Works. 

T.  M.  Carnegie  demurred  to  this,  alleging  that  the  E.  T.  S.  Works  had  been 
unusually  profitable  in  past  18  months,  while  the  furnace  property  had  been 
very  unusually  depressed,  pig  Iron  having  sold  at  very  low  prices;  and  he  in- 
sisted on  50  per  cent  for  the  Carnegie  Works. 

Carpegie  then  pointed  out  that  the  E.  T.  S.  Works  had  a  debt  of  $186,000  on 
its  land,  which  would  have  to  be  assumed  by  the  joint  interest,  which,  if  de- 
ducted, would  allow  only  $1,864,000  as  cost  of  E.  T.  S.  Works,  or  54  per  cent 
of  the  whole. 

Upon  these  considerations,  and  for  the  reason  named  by  you,  viz,  to  destroy 
the  unceasing  strife  and  bad  feeling  in  the  fixing  of  prices  for  metal  bought  of 
Lucy  Furnace  Co.,  in  which  I  had  been  annoyed  almost  beyond  endurance,  I 
suggested  55  per  cent  as  a  compromise,  which  was  agreed  to. 

It  was  not  mentioned,  nor  was  I  aware,  that  the  land  on  which  the  Lucy  Fur- 
naces and  Union  Iron  Mills  were  built  was  not  owned  by  them ;  and  when  Mr. 
Carnegie  urged  the  mortgage  on  the  E.  T.  S.  property  in  reduction  of  its  value 
he  knew  that  a  similar  and  much  more  important  incumbrance  was  on  the 
Union  Iron  Mills  property,  which  I  now  understand  was  only  leased,  at  a  rental 
of  $4,855  annually,  and  liable  to  be  greatly  increased  when  present  leases 

This  is  equal  to  a  mortgage  of  $80,900 ;  mortgage  on  Lucy  Furnace  property, 
$160,000;  making  a  total  incumbrance  of  $240,900,  of  which  no  mention  was 
made  at  the  time,  of  which  I  had  not  the  slightest  knowledge  or  suspicion,  and 
which  good  faith  required  should  have  been  set  forth. 

Had  I  known  of  these  incumbrances  I  never  would  have  agreed  to  consolidat- 
ing on  the  basis  of  55  and  45  per  cent,  nor  would  I  have  agreed  to  it  at  all, 
except  to  harmonize  our  Interests  on  the  point  which  had  caused  so  much  diffi- 
culty and  hard  feeling. 
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I  see  that  in  the  new  firm  of  C.  B.  &  Co.   (Ltd.)  tliey  put  in  tlie  respective 
properties — 

B.  T.  S.  property  (62i  per  cent) $2,500,000 

Carnegie  property  (37i  per  cent) 1,500,000 

Total 4,  000, 000 

^Yllicb  is  much  nearer  what  the  real  proportionate  value  was  a  year  ago. 
Yours,  truly, 

Wm.  p.  Shinn. 

The  following  interesting  data  appeared  in  a  footnote  to  Mr.  Shinn's  letter: 

1S80,  profits,  E.  T.  S.  Works $1,  625, 000.  CO 

Lucy $294,  524.  97 

Coke 96,  295.  97 

Union  Mills 55,836.71 

446,  657. 65 


2, 071, 657. 65 
(Chgd.  Impts.) 

Lucy  Furnace  Co 131,259.57 

Union  Mills 55,200.62 

186,  460. 19 


Leaves  actual  profits 260,197.46 

The  new  firm  referred  to  by  Mr.  Shinn  was  Carnegie  Bros.  &  Co.  (Ltd.), 
which  was  organized  on  April  1,  1881,  with  a  capital  of  $5,000,000.  Of  this, 
$4,000,000  was  represented  by  the  Union  Iron  Mills,  the  Lucy  Furnaces,  certain 
unimportant  coke  Interests  of  Andrew  Carnegie,  and  the  Edgar  Thomson  Works. 
The  rest  was  to  be  paid  in  cash.  In  this  consolidation  the  interests  were  appor- 
tioned as  follows : 

Andrew    Carnegie $2, 737, 977. 95 

Thos.  M.  Carnegie 878, 096.  58 

Henry  Phipps 878,096.58 

David  A.  Stewart 175,318.78 

John  Scott 175,318.78 

Gardiner   McCandless 105,191.00 

John  W.  Vandervort 50,000.00 

The  last  named  was  Carnegie's  companion  on  his  trip  around  the  world. 
He  soon  fell  sick  and  withdrew  from  active  business  to  California,  where  he 
died  in  1897. 

The  earning  powers  of  the  several  properties  are  given  in  the  footnote  to  Mr. 
Shinn's  letter  quoted  above.  Their  estimated  values  are  given  In  the  articles 
of  incorporation  as  follows : 

Edgar  Thomson  Works  (mortgage,  $594,000) $2,385,000 

Coal  mines  and  coke  ovens  at  Unity 80,000 

Ore  lands  at  Patton 35,000 

Lucy  Furnaces  (mortgage,  $160,000) 750,000 

Union  Iron  Mills 630,000 

Four-fifths  interest  in  Larimer  Coke  Works 120,000 


4, 000, 000 

The  advantages  if  industrial  consolidation  had  not  at  this  date  received  any 
general  recognition,  and,  as  we  have  seen,  it  was  other  considerations  than  in- 
creased efficiency  and  economy  that  prompted  the  first  imperfect  combination 
of  the  Carnegie  properties. 

As  illustrating  how  vague  and  incoherent  were  the  plans  of  the  group  of  men 
controlling  the  property  at  this  time,  it  may  be  mentioned  that  two  months 
after  the  consolidation  described,  the  Lucy  furnaces  were  taken  out  of  it  and 
turned  over  to  Wilson,  Walker  &  Co.  During  these  eight  weeks,  however, 
their  value  was  supposed  to  have  increased  from  $750,000  to  $1,000,000;  and 
^Messrs.  John  T.  Wilson,  James  R.  Wilson,  and  John  Walker  each  subscribed 
for  $142,857  of  stock  in  the  Lucy  Furnace  Co.  (Ltd.),  with  its  $1,000,000 
capital.    Andrew  Carnegie's  share  in  it  amounted  to  $420,627;  the  rest  of  the 
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group  holding  interests  from  $58,539  in  the  cases  of  Thomas  M.  Carnegie  and 
Henry  Phipps  to  $3,333  in  the  case  of  John  Vandevort. 

Pages  150-151 : 

On  October  21  of  that  year,  however,  an  event  occurred  of  first  importance 
in  the  history  of  Homestead.  This  vi-as  the  incorporation  of  the  Pittsburgh 
Bessemer  Steel  Co.  (Ltd.),  with  a  capital  of  $250,000.  The  founders  of  this 
company  were  all  connected  with  the  firms  which  had  been  supplied  with  mer- 
chant steel  for  a  time  by  the  Edgar  Thomson  Co.,  and,  as  already  related,  had 
been  suddenly  been  cut  off  from  supplies  through  the  refusal  of  that  firm  to 
fill  orders  for  billets.     Their  subscriptions  were  as  follows : 

William  G.  Park,  of  Parli  Bros.  &  Co.,  5  shares $50,  000 

Curtis  G.  &  C.  Curtis  Hussey,  of  Hussey,  Wells  &  Co.,  5  shares 50,  000 

William  H.  Singer,  of  Singer,  Nimick  &  Co.,  5  shares 50,  000 

Reuben  Miller,  of  the  Crescent  Steel  Works,  4  shares 40,  000 

William  Clark,  of  the  Solar  Iron  &  Steel  Works,  4  shares 40,  000 

Andrew  Kloman,  of  the  Superior  Mill,  Allegheny,  2  shares 20,  000 

The  Singer  concern  made  a  spe'cialty  of  tool  cast  steel,  patent  rolled  saw 
plates,  spring  and  plow  steel,  axles,  tires,  etc.  The  Hussey  firm  made  refined 
cast  steel  for  edged  tools,  homogeneous  plates  for  locomotives,  boilers,  and  fire 
boxes,  and  cast-steel  forgings  for  crank  pins,  car  axles,  etc.  Park  Bros,  were 
the  owners  of  the  Black  Diamond  Steel  Works,  and  were  in  a  somewhat 
similar  line,  while  Kloman  had  leased  the  Superior  Mill  in  Allegheny  and  had 
recommended  the  manufacture  of  eyebars  and  structural  material.  He  was 
also  rolling  light  rails. 

Kloman's  lease  ran  out  in  1879,  and  he  decided  to  build  a  mill  of  his  own. 
He  bought  a  small  tract  of  land  adjoining  the  city  farm  at  Homestead  and 
commenced  the  erection  of  a  building  684  feet  long  by  85  wide,  to  contain  a 
21-inch  rail  mill,  2  Universal  mills,  a  16-inch  bar  train,  and  a  muck  train.  At 
the  same  time  the  Pittsburgh  Bessemer  Steel  Co.  bought  some  40  or  50  acres 
of  land  adjoining  Kloman's  and  commenced  the  erection  of  a  converting  works 
blooming  mill.  The  two  concerns  were  designed  to  work  together,  Kloman 
taking  the  surplus  product  of  the  Bessemer  Steel  Co.  and  working  it  up  into 
sti'uctural  shapes.  One  Universal  mill  and  four  steam  hammers  were  to  be 
constantly  run  on  the  Kloman  patent  solid  eyebars,  and  he  gauged  the  capacity 
of  his  plant  at  50,000  tons  of  steel  rails  and  30,000  tons  of  structural  material 
annually. 

Page  159 : 

Accordingly  in  October,  1883,  the  Homestead  mills  became  the  property  of 
the  Carnegie  group.  The  price  paid  was  the  cost  of  the  plant,  with  a  reason- 
able allowance  for  increased  land  values.  Little  cash  was  paid,  and  the  notes 
given  in  payment  were  subsequently  liquidated  out  of  the  profits  of  the  mills. 

The  Carnegies,  with  a  view  of  holding  for  themselves  the  markets  created  by 
the  old  stockholders,  offered  the  latter  the  privilege  of  remaining  in  the  enter- 
prise, but,  with  one  unimportant  exception,  they  declined  the  offer,  and  taking 
their  little  checks  and  notes  went  out  of  the  enterprise  with  grateful  hearts. 
The  interest  of  the  one  who  remained  was  eventually  sold  for  about  eight 
millions. 

Pages  169-170: 

This  mammoth  body  owned  its  own  mines,  dug  its  ore  with  machines  of 
amazing  power,  loaded  It  Into  its  own  steamers,  landed  it  at  its  own  ports, 
transported  It  on  its  own  railroads,  distributed  it  among  its  many  blast  fur- 
naces, and  smelted  It  with  coke  similarly  brought  from  its  own  coal  mines  and 
ovens  and  with  limestone  brought  from  its  own  quarries.  From  the  momeiit 
these  crude  stuffs  were  dug  out  of  the  earth  until  they  flowed  in  a  stream  of 
.liquid  steel  into  the  ladles  there  was  never  a  price,  profit,  or  royalty  paid  to  any 
outsider.  Without  any  cessation  of  motion  and  with  hardly  any  loss  of  heat 
this  product  passed  with  automatic  precision  into  the  multitudinous  machines 
which  pressed  It  Into  billets,  rails,  armor  plate,  bridge  structures,  beams,  and 
the  endless  variety  of  shapes  required  in  modern  architecture.  Finally  these 
highly  finished  materials  were  often  conveyed  to  consumers  over  the  same  trans- 
portation systems  as  before,  and  the  profit  of  every  movement,  as  of  every 
process  and  change  of  form,  passed  without  deduction  into  the  exchequer  of 
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which  was  now  the  Carnegie  Steel  Co.  (Ltd.),  a  single  organization  with  oue 
mind,  one  purpose,  one  interest.  The  annual  earning  power  of  this  great  Insti- 
tution increased  under  Mr.  Fricls's  direction  from  $1,941,555  to  $40,000,000  in 
a  dozen  yeas,  while  its  annual  product  of  steel  increased  during  the  same 
period  from  332,111  tons  to  3,000,000  tons.  The  change  thus  baldly  and  inade- 
quately expressed  in  terms  of  dollars  and  tons  makes  a  most  impressive  record 
for  such  a  short  period  of  any  manufacturing  organization  in  this  or  any  other 
country. 

Pages  171-173 : 

In  1^50  there  were  only  4  establishments  making  coke  In  the  whole  of  the 
United  States  In  1860  the  census  shows  that  there  were  21  such  establishments, 
all  in  Pennsylvania,  and  10  years  later,  when  Frick  had  already  appeared  on 
the  scene  and  had  become  interested,  there  were  about  25  coking  plants  in  the 
country. 

In  1871  young  Frick  organized  the  firm  of  Frick  &  Co.,  with  Abraham  O.  Tints- 
man,  one  of  his  grandfather's  partners,  and  Joseph  Eist.  They  had  300  acres 
of  coal  lands  and  a  plant  of  50  coke  ovens.  At  this  time  there  were  not  400 
ovens  in  the  whole  Connellsville  region,  which  included  an  area  of  100  square 
miles.  The  Mount  Pleasant  &  Broad  Ford  Railroad,  of  which  Frick  was  one  of 
the  projectors,  was  opened  about  the  same  time.  The  next  year  Frick  &  Co. 
erected  150  more  ovens.  Then  the  panic  of  1873  came,  and  everybody  but  Frick 
thought  the  business  had  come  to  an  end.  But  he  had  gauged  its  possibilities, 
and  with  a  confidence  in  the  country's  growth  rare  in  one  of  his  years,  he 
realized  that  the  depression  was  of  that  tidal  character  which  would  eventually 
carry  the  business  to  higher  levels  than  before.  Timid  competitors,  anxious  to 
sell  out  at  any  price,  found  a  ready  purchaser  in  the  firm  of  Frick  &  Co.,  and 
in  the  lean  years  following  the  panic  he  had  acquired  the  interest  of  his  part- 
ners, who,  burdened  with  unpald-for  purchases,  staggered  and  finally  fell  in  the 
storm.  By  a  singular  paradox  the  panic  which  ruined  his  partners  made  Henry 
C.  Frick's  fortune.  When  the  trouble  had  passed  the  price  of  coke  rose  from 
90  cents  to  $4  and  $5  a  ton,  and  the  boom  put  young  Frick  at  the  head  of  the 
coke  industry.  By  1882,  when  Frick  admitted  the  Carnegles  into  his  business, 
he  had  acquired  1,026  ovens  and  3,000  acres  of  coal  land. 

The  business  was  now  reorganized  with  a  capital  of  $2,000,000,  and  a  year  later 
this  was  increased  to  $3,000,000  to  keep  pace  with  the  expansion  of  the  trade. 
By  1889,  when  its  capital  was  increased  to  $5,000,000,  the  H.  C.  Frick  Coke  Co. 
owned  and  controlled  35,000  acres  of  coal  land  and  nearly  two-thirds  of  the 
15,000  ovens  in  the  Connellsville  region,  three  water  plants  with  a  pumping 
capacity  of  5,000,000  gallons  daily,  35  miles  of  railroad  track,  and  1,200  coke 
eais.  The  company  employed  11.000  men.  The  volume  of  shipments  amounted 
to  1,100  carloads  a  day,  or  330,000  cars  a  year.  This  is  equivalent  to  10,000  trahi- 
loads,  which,  strung  together,  would  extend  from  New  York  to  San  Francisco, 
or  from  London  across  the  Continent  of  Europe,  through  Persia,  and  well  on 
the  road  to  India. 

In  1895  the  capital  of  the  H.  C.  Frick  Co.  was  further  Increased  to  $10,000,000. 
It  now  owned  11,7^6  ovens;  40,000  acres  of  Connellsville  coal  lands  out  of  a 
total  of  60,000  to  65,000  acres,  and  its  capacity  was  25,000  tons  of  coke  a 
day,  or  80  per  cent  of  the  entire  production  of  the  Connellsville  region.  A  little 
later  lis  monthly  output  amounted  to  an  even  1,000,000  tons. 

Pages  254^255 : 

On  July  1,  1892,  for  the  first  time  in  the  history,  the  separate  establishments 
whose  growth  we  are  tracing  were  brought  into  a  single  organization  and 
endowed  with  one  mind,  one  purpose,  one  interest.  Mr.  Frick  was  too  wise  a 
seneral  to  enter  a  battle  with  his  forces  needlessly  scattered,  and  while  fences 
lyere  being  built  around  the  company's  works  their  corporate  strength  was 
also  concentrated  and  made  instantly  responsive  to  his  will. 

The  consolidation  of  the  different  Carnegie  interests  had,  however,  long  been 
contemplated  by  Mr.  Frick.  As  early  as  February,  1890,  he  had  discussed  the 
project  with  Mr.  Abbot,  chairman  of  Carnegie,  Phipps  &  Co.,  and  had  made  It 
the  subject  of  a  written  communication  to  Mr.  Carnegie.  But  at  (hat  time 
there  were  obstacles  of  a  financial  nature.  One  concern  was  used  to  make 
paper  for  the  other,  as  the  phrase  is — that  is,  one  Carnegie  company  selling  to 
another,  was  able  to  discount  the  notes  it  received  in  payment,  so  that  the 
transaction  had  all  the  banking  advantages  of  an  outside  trade.     On  occasions. 
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too,  such  notes  could  be  discounted  without  any  antecedent  sale.  In  tiranfe'ac- 
tions  of  this  kind  Mr.  Stewart,  with  his  strong  financial  connectlotis;  had  long 
proved  very  useful. 

Pige  255 : 

In  the  consolidation  of  July  1,  1892,  the  Carnegie  Steel  Co.  (Ltd.),  became  the 
owner  of  the  Upper  and  Lowei-  Union  Mills,  the  Lucy  Furnaces,  the  Edgar 
Thomson  Steel  Works,  the  mills  at  Homestead,  the  newly  acquired  property  at 
DU<juesne,  the  Keystone  Bridge  Works,  the  unprofitable  and  prolonged  experf* 
ment  at  Beaver  Falls,  with  a  few  other  interests  in  ore  and  natural  gas 
Rprlhtled  about  western  Pennsylvania.  The  capital  was  $25,000,000:  It  was  a 
gigantic!  concern;  but,  as  De  TOcgueville  says  of  the  United  States  of' his  time, 
it  was  "  a  giailt  without  bohes."  It  had  gristle,  howevet,  and  this  soon  hardened 
intfo  bones. 

Having  brought  the  separate  establishments- into  a  single  organization,  STr. 
FricK  rtbw  sought  to  harthonize  their  relations  sb  tJiat  each  plant  would  serve  ^o 
supplement  and  round  out  the  operations  of  every  other.  This  he  affected  by 
the  Uniotl  Hallway,  which  he  tiiiilt  to  cdrihect  the  principal  works  with  each 
other  and  with  all'  the  different  transportation  systems  enterihg  tie  I^ittsburgh 
district.  It  was  a  masterly  conception,  for  it  unified  the  scattered  works  arid 
mstde  them  a^  ^&Sy  to  opt-rate  as  if  they  liad  been  contiguous.  At  the  same  fi'ra^ 
it  gave  them  liiiequaied  transportation  facilities  through  direct  cohnectibh  with 
every  impbi'tant  railway  system  in  western  PdhnSylVania. 

The  advantages  of  easy  exchange  of  jiroductS  among  the  different  work*  can 
not  be  stated  in  figures.  But  they  have  their  place  in  the  phenomfiial  record 
of^^he  firiil'S  profits,  given  els6v(fhere.  The  saving  in  switching  charges  alone 
pftid  ihtdr^St  on  the  dost  of  the  rkilroad;  and  tlie  company  was  tillowed  ^5  cents 
a  ton  rebate  on  all  rates. 

A  further  advantage  was  that  the  compstny  thus  regained  possession  o:^  its 
otvii  yards.  Hiliiel'to  the  different  railroad's  running  into  the  works  liad  cofj' 
trol  of  all  tracks  and  sidings,  and  so  tenaciously  did  they  hold  t:o  these  clieapiy 
a'eqilli*ed  rights  tliat  they  often  resisted  the  extension  of  a  mill  thkt  involved 
the  removal  Of  a  track.  This  cause  of  annoyance  now  came  to  an  end,  and"  a 
judicious  rearrangement  of'  tracks  and  sidings  so  as  to  meet  changed  condi- 
tions resulted  in  a  gteAt  saving  of  yard  space  and  expedited  the  handling  of 
vast  tonnages.  The  superiority  of  this  system,  by  which  tlie  traffic  wds  regu- 
Mted  by  one  ofganizatioh  instead  of  by  several  railroads,  is  readily  seen  yheri 
a  statement  is  made  of  the  total  tonnage  entering' and  leiaving  the  works-' of 
the  Carnegie  Steel  Co.  In  1899  this  amounted  to  I'6,p00,0d0  tons — as  much  as 
the  combined  total  freight  handled  by  the  Northern  Pacific,  Union  PaciBe,,and 
liissouri  Pacific  Railways,  with  their  13,000  miles  of  track,  1,500'  ibcomotives, 
and  50,000  freight  cars. 

The  n6xt  step  in  the  progress  of  this  great  industrial  aggregate  toward-  tfom- 
pleteness  was  tiiat  which  gave  it  possession  of  the  ir.on  ore  it  needed.  Tliis 
was  the  only  thing  it'  had  to  buy  of  outsiders.  So  long  as  it  did  not  its^li 
produce  everything  it  needed,  it  could  not  be  considered  a  perfect  industrial 
unit,  such  as  it  was  Mr.  Frick's  ambition  to  make  it.  An  accident  helped  him 
to  a  realization  of  his  great  plans,  though  they  were  nearly  frustrated'  tlirough 
the  unexpected  opposition  of  Mr.  Carnegie. 

Thp  story  of  the  -^ay  the  Car^e^i'e  Steel  Co.  acquired  its  great  ore  min^s  on 
tlie  Lake  Superior  lacks  none  of  ihe  romance  that  makes  the  history  of' Home- 
stead' and  Duquesne  so  interesting.  It  is  a  story  of  a  huge  profit  made  with 
hardly  a  dollar  of  inyest'ment,  and  the  accepting  of  an  impregnable  ppsitioh  in 
the  industrial  world  with  a  reluctant  and  complaining  consent.  It  i»  the 
amplifiied  tale  of  t'he  "  most  hazardous  enterprise,"  told  afresh ;  but  where  a 
thousand  dollars  was  involved,  a  hundred  millions  now  hold  our  interest.  Un- 
fortunately it  is  a  story  that  shadows  all  preconceptions  of  the  genius  neqess«r^" 
to  achieve  milUonaireship ;  but  that  is  merely  incidental.  Among  the  boy 
companions  of  Thomas  M.  Carnegie  was  Henry  W.  Oliver.  He  had  become  one 
of  the  Cleverest  business  men  of  Pittsburgh,  and  had  made_  several  foi;tunes  jn 
iron  and  steel  manufacture  before  he  reached  the  maturity  of  midlife.  He 
was  singularly  far-sighted  and  enterprising,  and  a  skillful  financier,  gome 
time  in  1892  he  formed  a  company,  called  after  himself,  to  operate  the  Missabi 
Stountain  nliiie  on  the  Mesaba  Range,  his  main  object  being  to  provide  a  Cheap 
and  uninterrupted  supply  of  high-grade  Bessemer  ore  for  his  own  furnaces'. 
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Mr.  Frick,  who  had  similar  ideas  for  his  own  works,  watched  the  experiment 
with  Interest,  and  presently  he  suggested  to  Mr.  Oliver  that  an  ore  combination 
with  the  Carnegie  Steel  Co.  might  be  made  mutually  beneficial.  Mr.  Oliver 
was  quick  to  see  the  advantage  of  such  a  union,  permitting  him,  as  it  would  do, 
to  bargain  with  Independent  miners  and  transportation  companies  on  a  basis  of 
a  high  minimum.  In  other  words,  the  enormous  consumption  of  ore  of  the 
united  plants  would  enable  him  to  oSer  a  guarantee  tonnage  to  railroads  and 
steamboat  companies  in  exchange  for  low  rates,  as  well  as  to  make  exceptional 
offers  to  mine  owners  willing  to  let  their  ores  be  worked  on  a  royalty  basis. 
He  therefore  viewed  the  suggestion  with  favor,  and,  after  some  negotiations, 
agreed  to  Mr.  Frlck's  proposal  to  give  the  Carnegie  Co.  one-half  thte  stock  ot 
the  Oliver  Mining  Co.,  conditioned  on  a  loan  of  half  a  million  dollars,  secured  by 
a  mortgage  on  the  ore  properties,  to  be  spent  In  development  work.  In  this 
Ingenious  way  Mr.  Frick  so  arranged  that  the  Carnegie  ore  interest  would  not 
cost  a  dollar. 

The  matter  was  at  once  brought  to  the  attention  of  Mr.  Carnegie,  who  op- 
posed it. 

Mr.  Frick,  however,  made  the  combination  with  Mr.'  Oliver,  and,  on  his  re- 
turn from  Europe,  Mr.  Carnegie  expressed  himself  vigorously  In  condemna- 
tion of  it. 

Mr.  Carnegie's  attitude  was  not  modified  by  the  successful  working  of  the 
arrangement,  and  during  the  next  two  years  he  repeatedly  placed  himself  on 
record,  with  Increasing  emphasis,  as  being  opposed  to  any  venture  In  Lake 
Superior  ores.  Writing  to  the  board  of  managers  from  Buckhurst  Park, 
WIthyham,  Sussex,  on  April  18.  1894.  he  says  again : 

"  The  Oliver  bargain  1  do  not  regard  as  very  valuable.  You  wiU  find  that 
this  ore  venture,  like  ail  our  other  ventures  in  ore,  will  result  In  more  trouble 
and  less  profit  than  almost  any  branch  of  our  business.  If  any  of  our  brilliant 
and  talented  young  partners  have  more  time  or  attention  than  is  required  for 
their  present  duties,  they  will  find  sources  of  much  greater  profit  right  at 
home.    I  hope  you  will  make  a  note  of  this  prophecy." 

It  subsequently  transpired,  however,  that  Mr.  Carnegie  thought  his  company 
was  entitled  to  a  larger  share  than  one-half  of  the  Oliver  Mining  Co.'s  stock, 
and  Mr.  Oliver  consented  to  sell  the  Carnegles  an  additional  interest  of  one- 
third,  making  their  holdings  five-sixths  of  the  total  stock.  But  he  took  care 
to  safeguard  his  own  interests  by  a  contract  under  which  the  Oliver  furnaces 
were  entitled  to  one-sixth  of  all  ore  mined  by  the  company.  At  this  time  the 
capital  of  the  Oliver  Miding  Co.  was  $1,200,000. 

In  1896  Messrs.  Oliver  and  Frick  made  the  celebrated  Rockefeller  connec- 
tions, by  which  they  leased  the  other  great'  mines  on  the  Mesaba  Range  on  a 
royalty  basis  of  only  25  cents  a  ton.  This  low  price  was  given  by  the  Rocke- 
fellers In  consideration  of  a  guaranteed  output  of  600,000  tons  a  year,  to  be 
shipped  over  the  Rockefeller  railroads  and  steamships  on  the  Lakes,  with  an 
equal  amount  from  the  Oliver  mine.  This  amounted  to  1,200,000  tons  a  year; 
and  as  the  contract  was  to  run  for  50  years.  It  means  a  guaranty  of 
60,000,000  tons  of  freight,  at  80  cents  a  ton  by  rail  and  65  cents  a  ton  on  the 
Lakes,  a  consideration  great  enough  to  justify  the  low  royalty  of  25  cents  when 
other  mine  owners  were  getting  65  cents.  To  the  Carnegie-Oliver  Iron  Interests 
It  meant  a  visible  saving  of  $27,000,000. 

This  alliance  with  the  Rockefellers  had  an  unexpected  result.  It  produced  a 
panic  among  the  other  mine  owners,  and  stockholders  in  Boston,  Chicago,  Cleve- 
land, and  the  Northwest  hastened  to  get  rid  of  their  ore  properties  at  almost 
any  price.  The  demoralization  extended  to  the  ore  markets,  and  Norrie,  which 
sold  at  $6  a  ton  in  1891,  dropped  to  $2.65  on  the  docks  at  Cleveland. 

This  was  Mr.  Oliver's  opportunity,  and,  backed  by  Mr.  Frick  and  some  of  the 
more  enterprising  Carnegie  managers,  like  Curry,  Schwab,  Gayley,  and  Clemson, 
he  hastened  to  secure  options  on  all  the  best  mines  in  the  Lake  Superior 
region.  The  following  is  the  argument  he  submitted  to  the  Carnegie  managers 
on  July  27,  1897  : 

New  Yoek,  N.  Y.,  July  27,  1891. 
H.  C.  Fbick,  Chairman. 

Deab  Sib:  I  mail  you  my  specific  reports  on  the  Norrie,  Tllden,  and  Pioneer 
mines. 

I  now  address  you  mainly  to  impress  my  views  that  it  should  be  our  policy  to 
acquire  all  three  of  these  properties.  We  (I  mean  the  Carnegie  and  Oliver  fur- 
naces) have  paid  more  than  our  share  of  tribute  to  Cleveland  and  Northwestern 
miners.  Part  of  their  receipts  were  profit,  but  a  large  part  was  wasted  In 
expenses  that  we  will  In  the  future  save — in  exploration,  in  which  we  will 
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benefit;  in  development  of  mines  that  have  proved  failures;  and  In  excessive 
freight  rates  to  steamship  lines  controlled  by  the  Cleveland  middlemen.  All 
this  would  stop.  I  claim  that  we  could  produce  and  deliver  our  ore  to  Lake 
Erie  ports  20  to  30  cents  per  ton  cheaper  than  it  can  be  done  by  those  now  in 
<rontrol  of  the  mines  we  seeli:.  Our  saving  would  be  in  steady  and  more  regular 
mining,  in  avoiding  a  line  of  high-salaried  officers,  in  procuring  lower  lake 
freights,  and  in  saving  the  Cleveland  commission  of  10  cents  per  ton.  I  am 
satisfied  that  the  economies  that  we  will  practice  in  the  lines  above  indicated, 
will  be  fully  equivalent,  in  the  future,  to  any  royalties  we  may  pay.  The  Car- 
negie furnaces  and  the  Oliver  furnaces  will  require  about  4,000,000  tons  of  ore 
per  annum.    Our  minimum,  under  my  proposition,  would  stand  as  follows : 

Tons. 

Mesaba 1,  200,000 

Norrie 700,  000 

Tiiden 400,  000 

Pioneer 500,000 

Total 2,  800,  000 

On  the  above  the  only  cash  obligation  that  we  will  have  if  my  plan  is  car- 
ried out  is  in  the  purchase  of  the  Norrie  stock.  The  Mesabi  leases  we  can 
throw  up  on  six  months'  notice  and  the  Tiiden  and  Pioneer  leases  on  three 
months'  notice.  The  amount  that  we  would  invest  in  the  Norrie  is  a  very  small 
item,  considering  the  immense  stake  we  have  in  the  business,  and  the  fact  that 
if  we  do  not  fortify  ourselves  on  the  plan  that  I  have  indicated,  it  would  be 
easy  for  the  mine  owners  to  exact  three  to  four  millions  of  dollars,  or  even  a 
greater  sum,  from  us  as  a  profit  on  the  ore  we  consume.  A  glance  at  the  prices 
paid  for  ore  the  past  10  or  15  years  will  show  that  my  estimate  of  the  profits 
that  we  have  paid  them  is  extremely  conservative. 

Excuse  me  for  bringing  to  the  attention  of  yourself  and  your  associates  the 
fact  that  the  Carnegie  Co.  never  heretofore  hesitated  to  invest  millions  of  dol- 
lars to  save  25  cents  to  50  cents  per  ton  in  the  manufacture  of  pig  iron.  You 
destroy  old  plants  and  erect  new  ones  to  save  a  quarter  of  a  dollar  per  ton. 
You  are  now  engaged  in  building  a  railroHd  to  the  Lakes  at  an  immense  expendi- 
ture of  treasure  and  credit,  with  the  ultimate  object  of  making  a  saving  (in 
which  your  competitors,  to  a  certain  extent,  will  share)  of  25  to  30  cents  per 
ton  mid  to  protect  Pittsburgh  against  high  ore  rates  in  the  future.  I  propose, 
at  a  risk  of  using  our  credit  to  the  extent  of  $500,000  or  possibly  $1,000,000,  to 
effect  a  saving,  in  which  our  competitors  will  not  share,  of  four  to  six  million 
dollars  per  annum.  All  arguments  to  the  contrary  notwithstanding,  I  know  I 
am  right  in  these  matters;  as,  in  my  judgment,  with  a  knowledge  of  the  nature 
of  the  ownership  of  the  mines  in  the  Northwest,  no  power  can  prevent  their 
soon  coming  together  and  exacting  the  old  time  price  for  ore. 

On  the  Gogebic  Range  the  mines  I  have  selected  comprise  over  80  per  cent  of 
developed  ore  or  "ore  in  sight."  They  comprise  in  this  year's  pool  about  60 
per  cent  of  the  allotment,  the  allotment  being  made  not  on  the  basis  of  ore  In 
sight  but  on  the  basis  of  the  preceding  year's  shipments.  They  are  the  only 
mines  on  the  range  that  can  mine  ore  at  present  prices  and  make  money.  The 
other  mines,  with  their  small  product  and  heavy  general  expenses,  are  not 
making  1  cent  per  ton.  The  result  is  that  one  or  two  of  the  smaller  of  these 
mines  are  being  thrown  up  this  year;  and  with  proper  care  and  attention,  If 
we  were  on  the  ground,  we  should  be  able  to  take  up  practically  all  of  them. 

Doubts  may  arise  as  to  the  quantity  of  ore  in  the  properties  we  propose  to 
take  up.  The  question  is,  however,  if  the  ore  is  not  in  the  mines  I  propose  to 
acquire,  where  can  it  be  shown  to  exist?  In  properties  available  to  lease  or 
purchase?  In  the  ranges  other  than  the  Mesabi  Range?  I  have  selected  as 
the  properties  we  should  acquire  the  mines  that  common  report  names  as  hav- 
ing the  largest  quantity,  and  our  special  reports  confirm  that  view.  If  there 
be  not  large  quantities  of  ore  in  the  properties  we  have  under  consideration, 
then  there  are  no  large  deposits  of  Bessemer  ore  yet  known,  outside  of  the 
Mesabi  Range  and  the  Chapin  and  Minnesota  Iron  Co.'s  properties.  In  that 
case  Bessemer  ores  will  shortly  appreciate  in  value,  and  we,  with  others,  will 
have  to  pay  the  holders  thereof  a  large  advance  on  present  prices.     " 

An  important  point  in  making  the  venture  in  the  Gogebic  region  and  securing 
a  large  body  of  ore  Is  the  effect  it  will  have  upon  the  guaranty  made  us  by  the 
Rockefeller  party,  that  our  ore  shall  be  as  low  as  any  other  Mesabi.  ore  at 
Lake  Superior  ports.  The  possession  of  a  large  body  of  ore  in  the  Gogebic  Range 
will  strengthen  our  position  In  holding  the  Rockefeller  people  down  to  low 
freight  rates  from  the  Mesabi  Range. 
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The  three  properties  I  pn^ose  to  take  np  CMitain  not  only  tiie  largest  body 
of  ore  In  s;?t^  but  are  iHactieally  the  only  mics.  exeqjtifflg  2  few  extra  lo«- 
idto^horos  11:^ «  anil  lie  Chapm  &  ifirrr-es-fta  Iron  Go.  properties,  that  are 
this  year,  ni-dcr  their  jyitein  of  mining  and  cspe— s^^.  pT>ii!'j;n2  oires  at  a 
pr;:5:.  In  addition  to  tiiis.  as  siowine  th«r  standiL?  in  the  trade,  they  te^e 
'c>eez  aliolted,  on  the  ll=:=  ;■-  us:  year's  diipme:  :?.  orer  T*}  per  ceat  of  tie 
<>;oe:;?  onipnt  and  over  iL-j  pes*  c-^zt  of  the  tot:ij  in  a  poo!  .;f  4.250.080  tons, 
comprising  all  the  Bessemer  ores  ilnclndi'?  Chairtn)  prodnced  in  the  Sortt- 
west.  excepting  only  ;r.^5  from  the  Mesaba  E^T^it 

I  am  not  ignoring  ihe  stT'jng  podrion  we  liold  on  tlie  Mesaba  Bangie.  With 
two  exoertions.  we  r-:s5e^i  the  ooly  ste-aEL -siioTel  nrines.  at  1  "be  low  cost  of 
-r.  ■ ;  ore  1=  extremely  graaijing.  M  re  Mesaba  ore  can  be  .s-r-i  in  onr  mixmres. 
bst  ;r  is  not  a  wise  folicy  to  quietly  extacst  the  rich  qnarry  we  hare  «m  the 
Mes.:.bi  r:a^-e.  takiaz  off  rapidly  the  snrfece  ore.  A^iho  -1  we  are  mining  it  at 
rreseEt  for  ^s  than  o  eeiits  per  ton  for  labor,  we  must  h,  ^  to  the  i'ZTT:re.  wbeo 
we  wfl]  hare  to  r;  deQ>er.  pump  water,  r.  i  lift  the  ore.  We  sjonld  rather 
pre- '.on?  the  period  of  cheap  steam-itorel  mining,  take  in  the  other  range  prop- 
erties i  =  :^es:  for  mixture,  and.  by  working  one  range  i^aiits:  the  other,  lieep 
down  Msts  of  fret^tt.  I  destre  to  impress  upm  yon  the  :;.  :t  that  if  if  had  not 
beei  for  onr  R ;  liefeHer-Mesaba  deal  of  "ast  yeitr.  with  Lhe  conseqnent  de- 
mora;-z.!ir1^^  in  the  trade  cansei  by  tte  publication  there*'  ;t  would  not  tare 
beai  T-"SS-t-e  for  -=  to  now  secure  the  other  ratine  pr'-j-erces  I  frot'tse  to 
ac-qcire.  either  by  lease  or  for  t-j  --is.  -_t"e  price.  We  simply  kB<x-ked  tlie 
price  of  ore  frtrc  S4  down  t>.  saj.  >/iZ"  i^r  ton.  Xcw  let  t:s  taie  adra?!*;;;  sii 
our  action  before  a  set^  '  ::  ^-"-^d  t;t_-s  zlres  the  ore  pri~:ers  stre-.:ta  aad 
■:;-  rt  t^lty  -•  ?et  :  :?etlier  by  otmMcatioii. 

I  trtst  that  when  you  rea<!  tils  letter  and  ttv  rep-trts  yoti  will  isot  attribiite 
the  strca?  pos::;  m  I  rake  to  my  ;-  :11-  Oft— Istle  nature.  It  :s  true  thiit  I 
generally  like  the  riew  of  tie  brigtt  ^i  te  of  affairs  but  these  practical  nattas 
I  have  digested  in  a  thoroughly  judicial  ^nrit,  and  my  condu.-l  r.^  are  '!» 
result  of  great  *bon^t  and  mcusT  thorough  lnTerri2a~l:'ii.  Ton  do  n-..r  hear  of 
the  many  tr:t-5rTles  I  have  condemned  and  turned  down  as  t-einz  not  worAj 
of  yocr  consideratioE.  I  at  "e  selo'tred.  for  the  «?e?l>lon  of  my  ass-tciates.  onlf 
the  TBTy  test.  Tte  Mir-ties<3la  Iron  Co.  r^opertits  are  otit  of  the  qtestloti;  the 
^  las  hare  been  p-blished.  and  union  with  the  Illinois  .~-te^  C5o.  is  oaly  a  ica:- 
ter  of  tiue.  All  others,  however,  I  hare,  in  one  si-iafie  or  another,  had  befoie 
me  Itc  Chapin  is  too  high  in  phtsjhorons  and  held  by  tfto  s*iT  a  crowd. 
Other  Meaomtnee  properres  (the  Anr  ?oii_  f  r  i-sraace.  that  was  s-t.id  the  <itier 
day)  too  small  and  expemate.  I  ha^e  not  recommended  or  tried  to  lead  yoo 
into  wts-e  f  money  oa  explorati-'tis  of  virzta  property.  Mr.  A.  iL  Byers  toK 
me  that  be.  with  Klmf>erly,  had  worked  for  yeairs.  s^eadin.  over  a  miiiioa  >>' 
dollars  in  siaiias  shaf*s  "T.ra^h  s-  lid  rock,  haatta?  a  Ic-t  rein  «f  ore.  on  the 
Lndington  mine,  which  adj'ia=  flie  Chapuu  Please  recall  that  on  the  Messh* 
iRange  I  ccademned  t.>:-r  'rtr-srties.  sath  as  tlie  .S'aaatrv  and  others;  that  I 
stood  stroazi.T  isata^t  the  iMahoniacr.  otit  of  wtith  they  tare  iTeat  >flS<-t;ltj 
this  vear  In  attaia?  aay  bat  non-Besssner  ores:  and  that  I  only  bntarht  befisre 
yon  f-r  ayrro'^I  tlie  mazaltlcett  jr.-yet-lis  oa  the.Mesaha  Raaze  that  we  are 
now  -•erttaz.  Panloa  zne  for  a  ea"l  aiaa  the  above.  I  ■jnly  dc-  it  to  imprew 
apon  you  the  fact  tbat  I  ha-e  analyzed  this  qaestloa  roost  thor-taahiy.  I  te^e 
si^en  months  of  tiiou^Cit  to  these  qtiestitas  where  others  have  s-;-'.n:-eIy  glrea 
minirtes.  I  taowl  aia  rl?ht.  and  trust  you  and  yoar  ->  dates  will  <a-e  me 
oprtnrHniity  to  prove  it  The  future  wlU  ^low  that  all  a:v  predlctioos  —ill  exwie 
true  to  the  letter. 

Xoars.  ete_  Hesxt  W.  Otnxt 

This  do-tttineat  "^r;  s  s<?at  by  — -^ial  messenger  to  Mr.  Frt'rk.  in  Lcmdon,  ;a.i 
by  Mm  transnitted  to  Mr.  Carnegie  in  >-<^.t!atv»  M-.  Camei'-i-  asaJn  CFJo«ed 
the  project    ITieTeupon  Mr.  Ollrw  dispatched  the  folliwias  cableeram: 

The  Cjxsvbo.  .Stezi,  Ca  'L,id.>. 

Pitl-ihrnrgh,  Pa^  .?i?f  f-fsi^w  i'-.  1-0I. 
To  CAa:vz.;iE.  Loffffau: 

I  am  distressed  at  indicatit  as  here  that  Xorrie  optioas  expiring^  on  Mflodiy. 
are  to  be  refused.  Tt  would  be  a  terriWe  mistake.  The  e- -d  times  make  it 
that  I  could  not  f<>ssib!y  se-ture  the=.r  07-1 -'tis  again  at  t'l*  '•»•  cent  -dTsBPe. 
The  Norrie  mine  rtata-ls  the  wbrie  sitnatian.     They  have  S' id  over  iLI'Tft  "" 
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loiiH  tlilM  your.  Willi  (Ijo  ixUlltloiuil  imiiverty  w<>  will  itel  froui  tUi-  foo  (iwik'vh, 
w(>  iit'cin'o  IKUhiii  td'twMit.v  iiillllim  loiiH  <>i'  i1k>  oiv  Hint  the  Oatnegle  <lo.  nro 
liurdiiiMJiiK  tlilM  ytMU'.  n&<).(KHi  luiiH.  I  will  Kuiifiiutoe,  i-nimtluK  the  auriiUiH  tu«y 
iiiivc  In  llii>li-  triNiKiiry,  lo  i'<»liii'ii  In  pi'tilllB  itvory  (lolliir  wo  Uivpst  In  two  yenVB. 
l>i>,.uot  nllow  my  lini-il  muuiiuor'ti  woi-U  to  ko  for  niniKht? 

llBNiiv  W.  Oi.ivicn. 

II  will  \>i<  w<'i<n  from  thlH  llinl  llu'  C.iii^ueKh^H  huil  Juot  bouffht  500,000  tone  of 
IIiIh  Yory  oiv,  wllluli  Wiih  yl<il<llu«(  the  uiii>(>  owiiot'H  $1  lo  $1.2()  n  lou  profit.  Ity 
limli'iiullwiN  fniin  Haotlniiit  llitty  Iwul  iiiiiilo  IIiIh  piiruhasejiwil  nt  tlu<  erlllcal  mo- 
luiMii  Unit  Mr.  <>Uvi>r  wiim 'm-Kotliillui;  I'nr  oi^IIoiin  oji  tlic  aluii<e8  of  the  Norrlu 
niino,  uml  hlH  IumU  whh  mail©  Uoulily  tllflkMilt  by  (lio  l'u«l.  Hvl'ore  thin  tlio  Nofrlo 
owuMTH  liiiil  Hultl  only  iniXOtiO  Ioiih,  hh  nMaliml  t(>ii  Ihiu's  thai  iiniouiil  in  prc- 
vIoiiH  y<>iirH.  NutwIllmtoiitltiiK  thiN  iMul)ni'm«t<luK  |iiii>ulMise.  Mr.  Olivet*  wos 
iililo  lo  M(M;ni'i>  ot»(lonH  fvoui  iilxnit  -lUO  .HtoukUoldurB,  wlio  realdod  In  ovnry  imrt 
of  llii>  ooniiti'y,  tiud.  mil'  mlnht  Hiiy,  In  ovoiiy  imil  of  tlit-  world.  'I'lils  wiie  lUo 
"  linnl  Htiininor'H  work  "  wlilfli  wiih  n-iidi'ii'il  fiilllo  by  ii  word  from  OnrnoKle. 

On  ivfolpl  of  Mr.  Ollvor'n  cabloKriini,  Uowovtu",  Mr.  OiinioRle  so  fur  vfiwu- 
NldonMl  hlH  ob.lorllouH  ii«  lo  Iciivo  lUo  derltlon  lo  Uio  olMlrnNni  niul  lM>nrd  of 
niiiiiiiKorH  In  I'lllsliiir^th :  iiiid  tlitvio  iiontlonittn  t»iH)iniilly  iiutliorUod  Mr.  Oltvi^ 
lo  cluw)  tUo  don  I.  TIiIh  notion  wiiH  tlio  |il\otiU  pulnl  In  tlio  kiiNi»vIiik  totiother, 
by  llio  (.'nriu'wli"  tillviM-  liiltnostH,  <if  lUo  urt-iil  ow  proporllos  wliloU  jmvo  thetu 
Iboir  lni|*r<H(iiiiblo  iioHlllon  In  llu'  Iron  intluRtry  of  tho  oonntry.  On  tbo  oifnnl- 
Kiitlon  of  Hio  lliil|»d  NliilcH  Hlool  do,,  llio  (.^iiriiwKlt>  Ollvor  Oo.  own«d  two-tlllr^ 
of  tlio  known. norllivvt»(«loni  miiiply  of  IlttNM»iu«r  uih>s  -roiifibly  500,000,800  ton»— 
which  Mr.  8«hwiib  Iiiin  «Iiio<>  viiluwl  iil  lfri»iO.«00,mH).  11  wonld  bo  dlflimilt  to  ftud 
a  |nii'mIIi<I  lo  lids  liu-idoiil  In  iiiiy  riiiiiiint'o  of  Atuorlonn  IndiiKlrlalliiUn, 

It  hi  only  fair  lo  Mr.  Ciiriioulo  lo  ndil  Hmt  ho  afl»>nvaitls  so  far  modified  his 
osllmalo  of  Mr.  Ollvor  as  lo  olYor  hini  an  InltMyisI  In  Iho  Onruefito  Steel  (?o. 

'I'lio  ni-oal  valno  ut  tbo  nlfl  wldob  .\n(lrt>w  C^inurlo  tlnis  rolnotiintly  nllowed 
Mr.  Krlok  lo  aooopi  I'or  llio  oompauy  niiiy  bo  fnrfhov  llUiHlrated.  Tho  llrsi 
Mosaba  niliio  soonrod  by  Mr,  Ollvor  Is  of  snoh  ohawclor  tlMil  5,800  tons  of  oro 
lilivo  boon  ndiitMl  and  IoioIimI  Into  otirs  of  oiio  »teani  sliovol  In  10  hours;  and  Ibo 
mitpiil  lor  inn>  (noiitli  was  lil-MHHt  Ions  Tills  was  Ibo  work  of  only  elftht  nion. 
'I'broo  i«oh  uitM^ilnoei.  nMiilo  by  tho  Mooyriis  c'o..  of  Soiilli  Mllwaidtoo,  mlnwlfi-om 
Us  iialuriil  biMl  OlfMMlO  Itais  id'  oro  dnrliin'  tbo  soasoii  of  1800,  worklii);  day  shtft 
only,  S(nuo  of  Ibo  otiior  Hroal  ndnex  «ri>  <d'  Ibo  uauio  oluiraoliM-.  Tbo  nioMiod 
of  mtnlOK  I**  sliowii  In  tbo  atvonipanylni;  pbotoKraplis,  Klvo  tons  of  oro  ni* 
lUI«Ml  by  Ibo  nuioldiio  oaoli  stroko,  and  Jlvo  fnllwolsht  lifts  will  till  a  oar.  .\ 
■J5  ton  oar  oan  !«>  Illlod  In  two  and  a  half  ndtudos.  wbloh  Is  at  tbo  rato  of  000 
tons  an  hour.    »    ♦    ♦ 

>lavlnK  Ibns  provldi>d  nil  nnfatllnit  supply  of  Ibo  host  H(«ssomor  oros  at  tbo 
nioro  oi>st  of  mlnliiK  llioin.  Mr.  Vrlok  iil  oiioo  boj;im  to  olnborato  phiiis  for  llioir 
oli(>iip  and  oortatn  trainiportiitlon  lo  Ibo  furimces.  A  ooutraot  with  (lio  Itossoiiior 
Stoainshlp  t"o,,  a  Uool«>ft»llor  ooiioorn.  tnsnriMl  tho  iv^nlar  dollvory  of  1.'JOO,000 
tons  n  year  at  Kako  10rli>  tiorts.  and  nn  afirooniout  w;is  slmnltanooiisly  made 
wltli  tb(>  ronnsylvanla  HalUniad  for  Ibo  land  bani  of  somo  SOO  nillo.-i.  lint  this 
tnaidltlon  of  dopoiulonoo  was  \msatlsfaolory,  and  Mr.  FrIok  boldly  talktvl  of 
hulldhiK  his  own  railroad  lo  tbo  l,)iUos.  'I'lils  bronaiil  nn  ofl'or  fnun  tho  prosl- 
deal  of  tbo  ronnsylvnnln  liiillroad  for  Iwltor  I'aollliU^s,  and  Mr,  Krlok  pivposinl 
an  arran»toiiioiil  nndor  wbHi  llio  rarn«»Klo  Stool  To.  shonld  run  Us  own  oiv 
trains  from  Lalto  lOrto.  ispilpptnl  with  Its  own  liK'tmiolhos  and  orow,  ovor  Iho 
IVnnaylvnnlH  Iraoks.  This  plan  was  woll  rooolvod  by  tbo  ortlolnls  of  tho  I'onn- 
s,vlvHHla  linllrnad,  but  hofnro  anything'  dollnllo  bad  boon  dooldiHl  upon  n  lolo 
(fra»n  was  rooolv»d  from  .Mr.  r.)inio,i;lo  In  I'lorlda,  askln.i;  that  nil  m>jn>tiatUn\s  be 
snMponded  until  tho  arrival  of  his  l(»ll(>r.  Wbon  this  oamo  It  was  fonnd  that  he 
hnd  euloivd  Into  an  aisTiMMnonl  with  Mr.  Samnol  I!,  niok,  pr<>aid«>nt  of  tho  l*itt-s- 
bnrit,  ShonnuKo  i*s  l.'iko  Krio  Kallnxid  to  roor,«anlKO  that  iHiniimny,  which  was  on 
tho  vor};t>  of  iainkruptoy,  and  to  build  nn  o\lonslon  IVian  Its  tormlnus  nt  Dutler 
lo  a  |K>lnl  on  tho  Vnlon  Itallroad  nt  ll<>ss»>nior. 

This  PIttsbnrjth,  ShonanK"  &  lifllw  Kvio  Kiillwvid  had  had  nn  ovontfnl  history, 
InvulviitK  i^Hiilvorshlps,  i-eorHanliiatUms,  and  iH>nsolld«tloiis.  and  at  this  tln»e  It 
hnd  little  more  Uwn  a  rljrht  of  w»»y  and  two  stroaks  of  rust,  as  tbo  saylns  Is, 
It  had  ot>rt«ln  lennlnal  faollltlos  at  ("onno.int  Harbor,  howivwr,  and  d»rli>g 
the  ikrevlous  j-^^ir  (1»W\1  n  qnartor  \rt  a  million  tons  of  ore  had  been  bandied 
tlmn>.  Tho  tJovornment  was  dr««l)ihi^'  tbo  harbor,  and  Its  fttctlltles  wore  oaiwble 
of  stvnio  lmpii>vemont,  tbon»th  not  to  the  oxtont  oxp»<etwl  wbon  this  dwU  was 
inado.     Tho  harbor  has  h\Mi\ionlly  boon  hu-onvonlonlly  orowdtvl. 
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"  On  July  25,  1896,  the  first  contract  was  let  for  the  extension  to  Pittsburgh, 
and  simultaneously  the  work  of  renewing  the  old  track  was  begun.  One- 
hnndred-pound  rails  were  laid  down,  grades  lowered,  wooden  trestles  replaced 
with  steel,  and  in  other  ways  the  road  was  so  changed  as  practically  to  make  it 
a  new  one.  A  maximum  south-bound  grade  of  31  feet  per  mile  was  secured  over 
the  entire  route,  an  achievement  of  no  small  difficulty  in  the  hilly  parts  of 
western  Pennsylvania.  A  steel  bridge  across  the  Allegheny  two-thirds  of  a 
mile  long  was  the  most  noteworthy  engineering  feature  of  this  road;  and  the 
whole  work  of  renewal  and  the  building  of  42  miles  of  new  track  occupied 
only  15  months.  By  October  4,  1897,  ore  trains  consisting  of  35  steel  cars, 
each  carrying  100,000  pounds,  were  running  from  the  company's  ovra  docks  on 
Lake  Brie  over  the  company's  own  line  to  Bessemer  and  there  distributed  over 
the  company's  tTnion  Railroad  to  the  blast  furnaces  at  Braddock,  Duquesne, 
and  Pittsburgh.  It  was  a  long  step  in  the  progress  toward  self-sufficiency  at 
which  Mr.  Frick  had  long  been  aiming ;  and  it  had  cost  nothing  beyond  an  issue 
of  bonds,  which  the  volume  of  traffic  furnished  by  the  Carnegie  Steel  Co.  Itself 
made  gilt  edged. 

The  results  of  the  operation  of  this  road,  now  known  as  the  Pittsburgh,  Bes- 
semer &  Lake  Erie,  and  its  docking  facilities  at  Conneaut,  as  set  forth  by  Mr. 
T.  J.  OdeU,  its  former  vice  president,  are  as  follows: 

"  The  lowest  rate  per  ton  per  mile,  the  highest  average  length  of  revenue  haul 
in  proportion  to  its  track  mileage,  the  greatest  density  of  tonnage  in  proportion 
to  its  freight-train  mileage,  the  greatest  average  paying  load,  and  the  lowest  ton^ 
mile  cost  of  any  road  on  the  American  continent  reporting  to  the  Interstate  Com- 
merce Commission.  The  average  paying  load  of  all  its  freight  trains,  including 
three  branches,  and  with  but  little  back  .loading,  was,  for  the  year  ending  Decem- 
ber 31,  1899,  777  tons.  It  is  confidently  expected,  when  the  south  and  north  bound 
tonnage  is  70  per  cent  and  30  per  cent,  respectively,  and  the  tonnage  reaches 
5,000,000  tons  annually,  as  it  promises,  that  the  average  paying  load  will  be 
not  less  than  900  tons,  or  four  and  one-half  times  greater  than  the  present 
average  paying  load  of  the  country.  The  maximum  weight  of  the  paying  load 
for  the  year  was  1,580  net  tons,  with  the  average,  as  before  stated,  of  777 
tons.  Of  the  ore  trains  each  earned  on  a  3i-mill  rate  per  ton  p^r  mile  (gross 
tons)  $5.13  per  train-mile.  The  road  is  laid  with  100-pound  rails  and  the  track 
ballasted  with  furnace  slag.  The  bridge  will  carry  6,600  pounds  to  the  linear 
foot.  The  standard  locomotive  is  the  consolidation  pattern,  having  cylinders 
22  by  28  inches  and  weighing  170,000  pounds  on  the  drivers  alone.  The  ore 
equipment  consists  mostly  of  steel  cars,  weighing  17  tons  and  carrying  50  tons 
of  ore.  The  company  is  having  built  a  few  of  what  will  prove  to  be  the  heavi- 
est locomotives  In  the  world,  having  cylinders  23  by  32  inches  and  weighing 
217,000  pounds  on  the  drivers.  With  these  locomotives  the  total  weight  of  an 
ore  train,  including  the  locomotive  and  light  weight  of  the  cars,  will  be  about 
2,600  tons." 

But  It  is  not  only  in  the  operation  of  the  road  that  greatest  economy  Is 
obtained,  but  also  in  the  transfer  of  the  ore  from  the  lake  steamers  to  the 
trains.  The  steel  company  owns  the  entire  harbor  at  Conneaut.  Nine  ships 
can  be  docked  at  the  same  time.  Twenty-five  thousand  tons  of  all  classes  of 
freight  can  be  handled  every  10  hours.  The  most  modern  machinery  is  used 
for  handling  ore  and  coal.  A  6,000-ton  ship  can  be  cleared  in  14  hours,  and  In 
the  same  time  from  the  moment  the  hatches  are  opened  the  ore  can  be  at  the 
furnaces  at  Pittsburgh.  A  new  steam  shovel  was  completed  last  winter,  by 
which  a  train  of  35  or  40  cars  will  be  loaded  with  ore  in  two  hours.  A  4(Mod 
car  of  coal  can  be  unloaded  and  partly  trimmed  in  the  ship  in  36  seconds. 
Most  of  the  switching  at  Conneaut  is  done  by  the  haulage  system  (a  cable  run- 
ning between  the  rails  at  about  4  miles  per  hour).  The  operating  officers 
believe  that  with  this  railroad  the  utmost  limit  of  all  that  is  possible  in 
solving  the  problem  of  cheap  transportation  has  been  reached.  Their  achieve- 
ment shows  what  remains  to  be  done  and  can  be  done  by  the  other  railroads  of 
this  country  in  the  same  direction. 

The  only  gap  that  now  remained  was  that  on  the  Lakes.  To  fill  it  the  com- 
pany should  operate  its  own  line  of  steamers.  While  the  contract  with  the 
Bessemer  Steamship  Co.  provided  for  the  conveyance  of  1,200,000  tons  a  year, 
the  steel  company  was  dependent  upon  the  small  fleet  of  ships  owned  by  indi- 
viduals to  a  greater  extent  than  seemed  desirable,  and  early  in  1899  the  Oliver 
Iron  Mining  Co.  purchased  the  Lake  Superior  Iron  Co.'s  fleet  of  six  vessels,  each 
capable  of  carrying  3,000  tons,  as  well  as  its  ore  properties  on  the  Marquette 
Range.    Before  taking  over  these  steamers  at  the  end  of  the  year  certain 
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changes  in  organization  were  made  in  conformity  with  the  suggestions  ot  Mr. 
Oliver,  contained  in  the  following  letter  to  the  board  of  managers  of  the  Carne- 
gie Steel  Co. :  , 

"Under  our  attorney's  advice,  taking  in  view  the  legal  complications  that 
might  arise  in  a  mining  company  being  Interested  in  navigations,  we  have  set- 
tled that  our  venture  in  the  purchase  and  building  of  vessels  on  the  Great  Lakes 
should  be  conducted  under  an  organization  distinct  from  the  Oliver  Iron  Mining 
Co.     We  have  taken  out  a  charter  and  organized  the  Pittsburgh  Steamship  Co. 

"  The  oflBcers  of  the  company,  the  board  of  directors,  and  the  stock  interests 
are  identical  with  those  of  the  Oliver  Iron  Mining  Co. 

"  To  finance  the  company  I  propose,  first,  a  paid-up  capital  stock  in  cash  of 
$1,000,000  and  the  issue  of  5  per  cent  gold  bonds,  interest  payable  semiannually, 
of  $4,000,000.  The  Union  Trust  Co.  of  Pittsburgh  to  be  the  trustee  of  a  mort- 
gage covering  all  the  vessels  of  the  fleet,  and  to  issue  to  the  purchasers  of  the 
bonds  interim  certificates  for  80  per  cent  of  the  cost  of  the  vessels  on  de- 
livery to  them  of  satisfactory  bills  of  sale  or  chattel  mortgages  for  each  vessel 
as  it  is  turned  over  by  the  seller  or  the  builder  of  the  vessel  to  the  new 
company;  that  is  to  say,  as  fast  as  each  vessel  is  delivered  to  the  new  com- 
pany, the  bondholders  advance  80  per  cent  of  its  cost  and  the  stockholders  the 
remaining  20  per  cent  of  its  cost.  On  the  completion  of  the  fleet,  as  now 
projected,  bonds' in  proper  shape,  reciting  what  vessels  they  cover,  with  proper 
requirements  for  insurance,  etc.,  will  be  exchanged  by  the  trust  company  for 
the  interim  'certificates  above  recited.  The  cost  of  the  vessels  under  contract 
(which  is  all  we  propose  to  acquire  this  season)  aggregate  about  $2,900,ci00. 

"  Kindly  advise  me  if  the  above  plan  is  satisfactory  to  the  Carnegie  interests. 

"  Bonds  to  be  payable  as  follows : 

'■  Series  A,  5  years $1, 000, 000 

"Series  B,  10  years 1,500,000 

"Series  C,  15  years 1,500,000 

"  Total 4, 000, 000 

In  this  way,  on  the  very  day  of  Mr.  Frick's  retirement  from  the  chairmanship 
of  the  Carnegie  Steel  Co.,  the  huge  corporation  became  a  complete  industrial 
unit,  owning  everything  it  needed  in  its  business,  controlling  every  movement 
of  Its  material,  and  in  all  its  operations,  from  mining  the  crude  ore  to  the 
shipment  of  the  finished  steel,  paying  no  outsider  a  price. 

From  pages  277,  278,  279,  280,  281,  282,  283,  284,  285,  286,  288, 
289,  290,  291,  and  292: 

At  a  meeting  of  the  board  of  managers  of  the  Carnegie  Steel  Co.  (Ltd.),  held 
at  the  general  ofllces  of  the  association,  Carnegie  Building,  Pittsburgh,  Pa.,  at 
12.30  p.  m.  on  Monday,  January  16,  1899,  there  were  present  Messrs.  Frick 
(chairman).  Singer,  Schwab,  Peacock,  Phlpps,  Clemson,  and  Lovejoy  (secre- 
tary) ;  also  Messrs.  George  Lauder,  James  Gayley,  and  H.  P.  Bope.  (Mr. 
Curry  In  Pasadena;  Mr.  Wlghtman  in  Florida.) 

The  minutes  of  the  meeting  of  the  board  of  managers  held  January  10  were 
read  and,  on  motion,  approved. 

The  following  communication  from  the  president  of  the  board,  under  date  of 
January  12,  was  read: 

"As  reported  by  Mr.  Phlpps  last  week,  we  have  finally  closed  for  the  purchase 
of  the  Bethlehem  plate  mills,  which  purchase  the  board  "has  already  approved. 

"  The  mills,  as  you  are  aware,  comprise  a  slabbing  mill  of  the  latest  design ; 
a  128-inch  plate  mill,  complete  In  every  particular ;  and  a  .42-inch  universal 
mill  of  the  latest  and  best  construction.  There  are  no  changes  in  all  these  mills 
we  would  suggest. 

"  We  should  have  a  capacity  of  12,000  to  14,000  tons  of  plates  out  of  these 
mills,  besides  some  excess  of  slabs,  which  could  be  sold  outside. 

"  It  is  estimated  that  the  cost  of  putting  these  mills  in  operation — founda- 
tion, buildings,  furnaces,  etc. — ^will  be^  approximately' $500,000,  and  would  like 
the  board  to  authorize  this  expenditure." 

The  following  communication  from  W.  E.  Corey,  general  superintendent 
Homestead  Steel  Works,  to  the  president,  under  date  of  January  11,  was  read : 

"  The  building  of  10  new  furnaces  at  open  hearth  No.  3  will  cost  about 
$80,000  per  furnace,  or  n  total  of  $800,000.  This,  of  course.  Includes  all  cranes, 
tracks,  grading,  filling  in,  etc.,  and  also  a  stripper  for  the  stripping  of  large 
Ingots  for  the  new  slabbing  mill. 

"  Kindly  authorize  the  expenditure  of  this  money  and  oblige." 
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[The  foUftwing  communiq»tiQQ  from  tlie  president  to  the  board,  imder  date  «f 
jMu^ry  42,  was  ,read : 

The  demand  for  open  hearth.  Instead  of  Bessemer  steel,  is  incceasing  eadi 
da^.    ^  careful  calculation  would  indicate  that  10  additional  open'heaic4ih  fur- 
naces ,ai;e  necessary  for  our  Hoi^estead  Steel  Wqrks. 
^*/ijclqs^  Bt^SP  fll4  Mr.  Corey's  estimate  and  recommendation  for  same. 

"  K?  Wliuld  pcopq^e  majiing  the  'fucnaqes  identical  in  every  particular  with 
those  ,flo.wj?uilt,  whiii  have  been  vgiy  satisfactory. 

'  -Ww'd  .^ecoifimMid  that  the  .board  permit  me  to  proceed  with  the  erection 
of  these  furnaces  at  once.    They  can  be  completed  within  about  five  months." 

Mi^srs.  EhjBPs  aii'i  Clemson  ipoved  the  authorlza^ipn  of  an  appropsiatlon 
crfj|l,30(),pQP  in  .^cQq^danq^  with  the  recommendations  of  the  pcesident. 
•Mr.  F'lficK.  T!hat  cost  appears  h\gli. 

,Mr.  Schwab.  J^Ir.  Cprey  ^^i^its  that  it  is  high,  but  dpes  npt  want  -to  get 
caiPght  agftiP  '«;'th  an  iRgnwoient  appropriation.  ^He  will  not  waste  money, 
and  .if  all  .is  not  needed  so  fliuqh  the  better. 

Mr.  .JJkicp.  ^.e  must  ii^\e  the  fucnapes  apywa^,  and  may  «p  well  appco- 
priate  the  pptsjae  cp^t.  These  are  large  amopets,  but  the  whqje  matter  i\as 
bg^n  tbprpnghly  discug^ged  outside  pf  tT^e  board  meeti^gp,  apd  ,all  appear 
satisfied. 

■  tor.  Schwab.  These  furhaQSS  will  Jucr^ase  ow  capacity  30,00P  tons  of  open- 
hearth  ingots  j)er  mquth.  ^his  purchase  renders  it  unnecessary  to  .build  the 
pTate  mtlT  Which  wag  agreed  i^QP,  alt'^o'is}!  J(JO  approprialiion  ^as  authorized 
wien  ,^p  ,oi§cussed  the  car  worlds.  TJbere  is  no  plant  X  kuqw  of  so  w«ll 
equipped  as  this.    It  ,18  the  latest  and  best  in  plftte  ifiHis. 

Mr.  ijAUDEB.  it  is  the  right  tWng  to  do. 

The  motion  was  adopted,  the  vote  being  unanimous,  and  .all  .prqsent  ,(;<)«- 
ourrlng. 

TheaoUowing  communication  from  W.  E.  Corey  to  the  president,  uijdgr.date 
of  December  30,  was  read: 

"In  line  with  my  couversation  with  you  concerning  the  changes  ,i\i  beam 
yard,  beg  to  moke  the  following  report.  In  the  first  plan  as  proposed  in  my 
letter  of  iNovember  18,  it  will  necessitate  the  expenditure  of  $40*000,  and  would 
enable  .ug  tp  make  an  average  delivery  of  10  days'  time  on  all  beam  and,  channel 
orders. 

"  Itoder  this  arrangement  30  per  cent  of  all  beams  and  channels  would  be 
cut  from  stock,  which  would  increase  the  cost  per  ton  on  beams  and  channels 
shjjjped  (rom  Homestead  8  cents  per  ton. 

'"^ow,  in  going  over  this  matter  the  second  time,  it  seems  to  me  that  it 
would  not  be  a  paying  investment  to  spend  $40,000  and  increase  the  cosl  of 
pvp^uptjon,  if  there  is  any  other  alternative. 

'"  Now,  if  our  custonjers  could  be  satisfied  wiLh  an  a\  ernge  delivery  of  15 
days  on  all  orders,  I  would  recommend  that  nothing  be  done  toward  "tl»ip  ex- 
penditure for  another  year,  or  until  it  is  decided  to  move  the  fitting  shPP- 

"  I  would  therefore  ask  that  you  authorize  an  exiienditure  in  the  beam  yard 
of  $15,000,  to  be  expended  as  follows:  $6,000  each  for  two  lO^ton  electijic 
traveling  cranes,  one  tp  be  placed  Immediately  outside  the  40-^ncii  mill  at  the 
roadway,  and  the  other  at  No.  3  roadway  to  handle  material  frorp  the  spijill 
saw ;  $3,000  to  be  spent  in  moving  small  saw_  40  feet  due  west  from  the  present 
location,  and  making  necessary  change  in  tracks. 

"  This  would  enable  us  to  make  15-day  deliveries  without  increasing  the 
CQgt  of  productlop. 

""  Kindly  advise  me  at  your  earliest  convepience  what  you  tbipk  pf  this 
prppo^ition." 

^Ir.  ScjiwAB.  3:'hese  are  only  additional  cranes  for  the  beam-yard  equipmept 
we  have  now.  While  we  save  nothing  by  the  expenditure,  we  saye  in  ,^iipe 
of  .flllipg  orders. 

Mr.  Feick.  Money  spent  in  expediting  delivery  is  well  spent,  and  e^peqiftUy 
Pft-YV  when  we  expect  so  lai;ge  a  business. 

iMr.  SC9W43.  When  this  ,matter  Qrst  came  up  in  November,  I  was  unwilUi;^ 
to  recommend  the  expenditure  of  $40,000,  and  referred  Mr.  Corey'jS  letter  |baql£ 
tp  Wpi.  !W^hen  we  rebuild  the  fitting  shop,  we  can  spend  the  $40,000  to  very 
nipqji  better  advantage.    I  wopld  recomipend  the  expenditure  of  $15,000. 

On  motion  (Peacock  and  Singer),  the  expenditure  of  $15,000,  as  recom- 
m^ded  W  the  president,  was  authorized,  the  vote  being  unanimous. 

The  following  letter  from  W.  B.  Corey  to  the  president,  un(ier  date  of 
January  11,  was  read : 
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"Please  find  b^aw.an  approximate  estimate  of  expendituce  for  iniprovements 
at  our  Carrie  furnaces,  as  recommended  by  Mr.  G.  K.  Hamfeldt,  superintendent : 

"  Furnace  with  new  shell,  downtake,  and  dust  catcher,  wit;h  linipgs, 
Incline  with  top  arrangement,  hoisting  epgine,  and  one  coke  and 
limestone  bin,  with  traiek  for  stock  yard,  complete- $136,000 

Bxtension  and  rellning  of  two  stoves ,_      il3>  000 

One  compound  condensing  blowing  engine,  40  inchep  by  72  inches  by 
60  ini;hes  by  84  inches,  with  foundation^  extension  to  blowlng-epgihe 
house,  with  foundations  and  piping 1 .46„000 

Weise  condenser,  3)600  horsepower,  complete 18,  OQO 

Total .21§,,P0O 

"  1^  4^ta4W  iPlAPS  for  same  ?bave , not  as  yet  been  completed,  but  as  soon  as 
completed  ,1  wUl  .arrange  with  'Jir.  Qayley  to  ,go  over  them  with  Mr.  Hamfeldt. 

"Klftdly  advi^  me  if -yaw  wtll  autSioBlKe  the  expenditure  of  this  mojiey." 

Messrs.  Bhiippe  and  Glemson  jmoved  the  autbarization  of  an  extpenditure  of 
$21^j000. 

Mr.  SaH>y^.  Ti)^t  jv,ill .put  .Carrie  No  2  in  praatically  the  same  shape  as  our 
othf^r  ,fHrnaceB,  ,and  ^viU  ,make  the  furnace  equal  to  "F"  or  "6."  It  is  in 
this  .dilution  we  , must  go  in  making,  improvements. 

Mr.  Gaylet  (an  r^ly  to  the  chairman).  It  should  increase  the  prodiiot  100 
tons  xier  day. 

Mr.  Schwab.  We  have  no  place  to  use  the  surplus  steam  at  Carrie,  and  it 
will  not  ,pay  us  to  ,compound  fthe  .engines  there  at  present.  We  can  compound 
them  later  on  if  it  is  found  advantageous. 

Mr.  SiNGEB.  Hhis  is  a  wise  thing  to  ,do. 

Mr.  Peacock.  We  should  put  ail  our  furnaces  .in  good  shape. 

Mr.  GAjtLET.  I  am  satiaSed  we  need  to  do  this. 

Mr.  Clemson.  It  is  a  mistake  to  do  anything  else  but  keep  our  furnaces  in  the 
best  possible  ctmditlon. 

Mr.  JjAudeb.  I  think  it  is  the  right  thing  to  do. 

Mr.  ^Hirae.  We  all  e^^peoted  to  do  this  when  we  bought  the  plant. 

Mr.  LovEJOY.  It  is  in  line  with  our  policy  aad  should  be  done. 

Mr.  Gayley.  The  Carrie  Furnace  Co.  intended  to  do  a  part  of  this  work  if 
they  had  not  sold. 

Mr.  Fkick.  It  is  a  large  amount,  but  to  our  willingness  to  spwid  large  lynounts 
in  improvements  we  owe  our  success. 

The  motion  was  adopted,  the  vote  being  unanimous. 

Mr.  Schwab.  At  a  meeting  in  New  York  of  our  principal  partners  and  man- 
agers it  was  decided  that  the  following  changes  and  new  interests  should  be 
made,  commencing  .with  January  1,  1899,  subject  to  the  approval  of  the  board 
and  of  the  shareholders : 

It  is  proposed  to  give  one-ninth  per  cent  to  each  of  the  following:  W.  B. 
Eiickson,  A.  C.  Case,  John  McLeod,  Charles  W.  Baker,  and  to  give  an  increase 
of  one-ninth  per  cent  to  James  Gayley,  one-sixth  per  cent  to  D.  M.  Clemson, 
one-ninth  per  cent  to  A.  M.  Moreland,  one-ninth  per  cent  to  L.  T.  Brown, 
two-ninths  per  cent  to  J.  B.  Schwab. 

On  motion  (Singer  and  Peacock)  the  following  .resolution  was  adopted: 

Resolved,  That  F.  T.  F.  Lovejoy,  trustee,  be,  and  is  now  hereby,  directed, 
authorized,  and  empowered  to  transfer  out  of  trust  "iSI"  certain  capital  of  this 
association  to  the  persons  and  in  the  amounts  named  as  follows:  To  James 
Gayley,  one-ninth  per  cent,  or  $27,777.78 ;  to  D.  M.  Clemson,  onersixth  per  cent, 
or  $41,666.67 ;  to  A.  M.  Moreland,  one-ninth  per  cent,  or  $27,777.78,  at  .its  book 
value  at  .the  close  of  business  December  31,  1898 ;  subject  to  all  of  ithe  conditions 
of  the  "  ironclad  agreement,"  and  subject  also  to  confirmation  at  the  next 
meeting  of  the  shareholders;  and 

Reaoliied,  That  ^having  so  done,  F.  T.  F.  Lovejoy  be  released  and  discharged 
from  any  ^further  4>qcountability  as  to  his  trusteeship  for  the  seven-eighteenths 
per  cent  of  the  capital  of  this  association,  the  transfer  of  which  is  authorized 
■  hereby. 

The  vote  being  unanimous. 

On  motion  (Singer and  Peacock),  the  following  resolution  was  adopted : 

Resolved,  That  F.  T.  F.  Lovejoy,  trustee,  be,  and  Is  now  hereby,  directed, 

authorized,  and  empowered  to  transfer  out.of  itrust  "  N  "  cwtain  capital  of  this 

association  to  the  trust  accounts  and  in  tlie  amounts  named  as  follows :  To 

trust  "  W,"  for  L.  T.  Brown,  one-ninth  per  cent  of  1  per  cent,  or  $27,777.77 ;  to 
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trust  "AB,"  for  J.  B.  Schwab,  two-ninths  per  cent  of  1  per  cent,  or  $55,555.55; 
to  trust  "AE,"  for  W.  B.  Dickson,  one-ninth  per  cent  of  1  per  cent,  or  $27,777.78 ; 
to  trust  "AF,"  for  A.  C.  Case,  one-ninth  per  cent  of  1  per  cent,  or  $27,777.78 ;  to 
trust  "AG,"  for  John  McLeod,  one-ninth  per  cent  of  1  per  cent,  or  $27,777.78; 
to  trust  "AH,"  for  Charles  W.  Baker,  one-ninth  per  cent  of  1  per  cent,  or 
$27,777.78 ;  the  same  having  been  sold  to  said  persons  at  book  value  December 
31,  1898 ;  subject  to  all  of  the  conditions  of  the  "  ironclad  agreement,"  and  sub- 
ject also  to  confirmation  at  the  next  meeting  of  the  shareholders. 
The  vote  being  unanimous. 

Mr.  Schwab.  As  the  members  of  the  board  are  aware,  I  go  Bast  to-night  and 
sail  for  Southampton  on  Wednesday,  expecting  to  be  back  hepe  April  4.  Dur-\ 
ing-  my  absence  the  plans  for  the  new  car  works  will  proceed  without  any 
delay,  and  be  ready  with  actual  bids  for  all  the  machinery  and  other  contract 
items  by  April  1,  when  an  estimate  of  the  cost  will  be  given  to  the  board  and 
an  appropriation  asked  for.     No  expenditure  will  be  necessary  meantime. 

In  reply  to  the  chairman,  I  have  not  figured  closely  on  the  cost  at  all,  but 
would  say,  in  round  figures,  the  works  will  cost  from  $750,000  to  $1,000,000. 

Mr.  Peacock.  I  think  while  we  are  on  the  subject  of  car  works  it  would  be 
well  to  consider  our  present  position  with  the  new  steel-car  combination.  They 
have  already  approached  us  on  the  subject  of  a  contract,  and  would  be  willing 
to  buy  probably  1,000  tons  of  steel  per  day,  provided  we  stay  out  of  the  steel- 
car  business.  I  think,  under  a  favorable  contract,  I  would  favor  this,  espe- 
cially since  they  are  reorganized  and  will  be  in  good  financial  condition  and 
safe  to  sell  to. 

Mr.  Schwab.  I  do  not  think  anything  should  prevent  our  going  ahead  with 
our  car  works. 

Mr.  Clemson.  There  is  room  for  two,  and  they  will  have  to  come  to  us. 
Mr.  Phipps.  I  would  favor  going  ahead. 

Mr.  Latjdeb.  It  would  bear  some  thought,  but,  on  the  whole,  I  think  I  would 
go  ahead  with  the  works. 

Mr.  SiNGEB.  I  think  we  should  go  ahead  with  our  plans,  but  I  am  a  little 
inclined  to  agree  with  Mr.  Peacock.     There  is  a  great  deal  of  detail  connected 
with  the  car  business,  and  we  will  probably  make  as  much  money  if  we  sell 
the  plates  as  if  we  turned  the  plates  into  cars  and  sold  them. 
Mr.  Gatlet.  I  would  go  ahead  with  the  works. 

Mr.  Clemson.  I  would  build  the  car  works,  and  would  also  look  into  the 
steel-pipe  business.     I  believe  there  Is  money  in  that. 

Mr.  LovEJdY.  I  think  we  should  go  ahead  with  the  works,  believing  we  can 
sell  both  plates  and  cars,  and,  having  the  car  works,  we  can  compel  Schoen- 
Fox  to  buy  from  us. 

Mr.  Fbick.  Is  our  car  as  good  as  the  Schoen  or  Fox  car? 
Mr.  Schwab.  I  think  it  is  better,  but  It  is  heavier.    We  expect  to  Improve 
on  it,  and  I  believe  we  can  make  it  as  light  as  theirs  and  at  the  s^me  time  a 
better  and  stronger  car. 

Mr.  Feick.  I  am  strongly  in  favor  of  going  ahead.  There  will  be  room  for 
both. 

Mr.  Clemson.  We  brought  in  some  good  gas  wells  during  the  latter  part  of 
December,  and  we  are  now  in  as  good  shape  for  gas  as  we  were  this  time  last 
year.     I  will  guarantee  a  sufficient  supply  of  gas  for  this  year. 
Mr.  Feick.  That  is  very  gratifying  news. 

At  this  point  Mr.  Clemson  withdrew  from  the  meeting,  having  been  called  as 
a  witness  in  a  case  pending. 

A  letter  from  Andrew  Carnegie  to  the  president,  under  date  of  December  30, 
was  read  as  follows : 

"  Several  times  I  have  been  upon  the  point  of  writing  you  about  settling  with 
James  C.  Carter,  the  lawyer,  here. 

"  We  consulted  him  in  regard  to  your  claim  against  the  Government  for  re- 
mission of  fine  imposed — for  supplying  defective  armor  plate.  I  suppose  it  is 
the  general  feeling  that  we  had  better  not  disturb  that  question,  better  just 
let  it  pass.  If  you  find  this  to  be  so  in  the  board,  then  I  should  like  a  note 
written  to  Mr.  Carter,  stating  that  we  do  not  wish  the  case  pursued  any  fur- ' 
ther,  and  to  send  us  his  bill.     His  address  is  No.  277  Lexington  Avenue." 

Mr.  Feick.  Suppose  Mr.  Phipps  should  write  to  Mr.  Carter  In  effect  as  fol- 
lows: 

"  We  have  not  yet  decided  whether  or  not  we  wish  to  abandon  our  claim,  but 
should  we  decide  to  press  it  we  would  wish  to  retain  him.  Meantime,  however, 
as  the  case  has  been  hanging  fire  for  some  time,  we  would  be  glad  to  have  a 
bill  for  his  services  to  date,  which  we  will  pay." 
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That  complies  with  Mr.  Carnegie's  wish,  and  at  the  same  time  does  not  close 
the  matter  absolutely. 

This  met  with  general  approval,  and,  on  motion,  the  matter  was  so  decided 
upon. 

Mr.  Fbick.  I  would  like  to  ask  Mr.  Peacock  if  he  is  selling  much  material 
to-day,  and  if  he  is  getting  advanced  prices? 

Mr.  Peacock.  I  think  the  only  Increase  in  billets  sold,  shown  in  our  state- 
ments during  the  last  four  weeks,  has  been  where  we  have  sliding  contracts. 
We  have  to-day  nothing  to  sell  but  structural  material,  on  which  we  are  getting 
good  prices. 

We  have  under  consideration  a  contract  with  the  American  Tin  Plate  Co.,  of 
New  Jersey,  which  has  been  agreed  to  subject  to  the  action  of  the  board. 

The  contract  was  read  in  full,  the  features  thereof  being : 

"  Quantity. — One  hundred  and  twenty-five  thousand  gross  tons  of  tin  and 
black  plates,  bars  (not  Including  sheet  bars),  per  year,  for  a  period  of  five  years,, 
from  July  1,  1899,  and  thereafter  until  after  one  year's  written  notice,  which 
may  be  given  by  either  party  on  or  after  July  1,  1903. 

"  The  amount  to  be  added  to  the  price  of  pig  iron  for  sheet  bars  shall  be  as 
follows : 

Price  when  the  price  of  pig  iron  per  gross  ton  is — 

$8.99  or  under $5.45 

$9  to  $9.99 5.  60 

$10  to  $10.99 . 5.  75 

$11  to  $11.99 6.00 

$12  to  $13.99 6.  25 

$13  to  $14.99 ■  6.  .50 

$13  to  $14.99 6.75 

$15  to  $15.99 T.  00 

$16  or  over 7.25 

"  Price  to  be  fixed  monthly  and  averaged  for  six  months. 

"  Payments. — Cash  on  the  20th  of  each  month. 

"Deliveries. — ^Approximately  10,416  tons  per  month. 

"  Buyer  may  specify  up  to  10  per  cent  basic  open  hearth  at  $1.50  per  ton 
advance. 

"  Buyers  may  not  resell  without  first  putting  material  through  a  process  of 
manufacture. 

"  Sellers  agree,  so  long  as  the  buyers  perform  their  part  of  this  contract, 
'  they  will  not  sell  to  any  competitive  person  or  company  in  the  United  States 
tin  or  black  plate  bars  of  the  character  covered  by  this  contract,'  and  sellers 
agree  'not  to  enter  into  competition  with  the  Carnegie  Steel  Co.  (Ltd.)  in  any 
of  the  products  which  the  Carnegie  Steel  Co.  (Ltd.)  manufactures  during  the 
life  of  this  contract.' 

"  Buyers  also  agree,  if  their  capacity  be  Increased,  sellers  shall  have  the 
privilege  of  selling  the  same  proportion  of  the  new  requirements. 

"Any  dispute  as  to  price  to  be  referred  to  A.  H.  Childs." 

Mr.  Fbick.  Would  it  not  be  well  to  have  all  matters  of  dispute  under  this 
contract  referred  to  an  arbitrator? 

Mr  Peacock  It  might  be,  although  our  attorneys  advise  us  our  position  Is 
better  if  we  do  not  agree  to  defer  all  matters  to  an  arbitrator,  since  we  would 
probably  be  compelled  to  appeal  to  the  courts  to  sustain  the  award  of  an  arbi- 
trator, and  we  might  as  well  fight  out  the  whole  thing  in  court. 

Mr.  Fbick.  I  do  not  agree.  The  decision  of  an  arbitrator  is  usually  binding 
and  conclusive  among  reputable  business  concerns. 

All  spoke  in  favor  of  the  making  of  this  contract,  and  on  motion  ( Schwab  and 
Phipps)  its  execution  was  authorized,  the  vote  being  unanimous. 

Mr.  Peacock.  This  represents  25  per  cent  of  their  total  requirements  of  last 
year. 

Mr.  Schwab.  It  is  more  than  double  what  we  sold  last  year. 

Mr.  Peacock.  We  have  in  process  of  negotiation  a  contract  with  the  National 
Transit  Co.  for  plates,  but  it  is  not  quite  in  shape  to  report  to  the  board.  It 
also  is  a  sliding  scale,  and  on  $10  pig  gives  up  $1.15  for  sheared  plates. 

Mr.  Schwab  (in  reply  to  the  chairman).  That  would  give  us  $8  per  ton 
profit. 

On  motion  (Phipps  and  Schwab)  the  making  of  this  contract  was  left  with 
Mr.  Peacock,  with  power  to  act. 
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Messrs  Gayley  and  Clemson,  appointed  as  a  committee  December  13,  made 
tlie  following  report: 

"Tbe  committee  appointed  to  investigate  the  property  of  the  Pittsburgh  & 
Conneaut  Dock  Co.,  at  Conneaut  Harbor,  Ohio,  to  determine  if  land  was 
available  for  fhe  erection  of  a  blast-furnace  plant  would  report  aspfollows: 

" '  A  number  of  plans  have  been  prepared  to  -determHie  the  best  lo^tlon, 
and  with  such  plans  befoie  us  a  personal  inspection  of  the  property  was 
made  during  the  ^ast  week.  lEhe  plat  selected  is  jufit  east  of -the  present  coal- 
unloading  slip.  Xhe  new  drawbridge  crossing 'the  creek  to  the  new  dock  will 
permit  the  largest  ore  vessels  to  pas.  At  a  point  on  the  creek  300  feet  east 
of  the  drawbridge  the  vessels  can  turn  into  a  slip,  which  iWill  have  to  be 
dredged,  which  allows  ample  room  for  stockyards  -and  furnace  pUmt  on  -the 
east  side.  By  this  arcangement  there  is  obtained  on  the  western  side  a  «trip 
of  ground  400  feet  wide,  whi<3h  can  be  used  by  the  doek  company  m  iftirther 
dock  extensions;  t)ie  li^tgth  of  such  dock  oanhe  f-rom  1,000  <  to  SsOOO  <fee<t  ^long, 
as  found  necessa^  >to  dredge.  There  is  {provided  .in  this  aciiangem^t  ample 
room  for  a  furnace  plant  between  the  slip  and  the  hillside,  and  lengthwise 
will  be  found  room  for  a  number  of  ^furnaces.  (Che  low  ground  .  extending 
along  the  railroad  for  some  distance  affords  an  excellent  space  for  disposal 
of  slag  for  many  years,  or  the  slag  can  just  as  readily  be  conveyed  to  the 
upper  end  of  the  new  dock  and  dumped  Into  the  lake,  and  in  this  wfiy  pro- 
viding for  dock  extensions.  There  is  suflBcient  flat  land  adjoiniijg  the  .furnace 
location,  of  which  the  dock  company  owns  part,  which  if  filled  wjth  slag  .would 
be  suitable  for  steel  works  and  other  manufactories.' 

"  The  slip  your  company  had  in  view  for  a  furnace  site  comprised  about  25 
acres,  with  plenty  of  just  as  suitable  property  adjoining. 

"The  dock  frontage  at  Conneaut  for  discharging  ore  is  as  follows: 

Feet 

Old  dock 1, 900 

Direct  unloading  dock 1,200 

New  dock  (under  construction) 1,100 

Total 4, 200 

New  dock  can  be  extended 1,100 

Furnace  dock  as  outlined , 1,000 

Making  a  total  of 6,300 

"  and  this  can  be  increased  by  extensions  into  the  lake  and  of  the  furnace  s.Jij). 
The  above  figures  are  for  ore  unloading  alone  and  do  not  include  the  side  of 
dock  for  coal  or  rail  unloading. 

"A  furnace  at  Conneaut  Harbor  making  300  tons  of  iron  per  day  would  re- 
quire per  annum  100,000  net  tons  of  coke  and  40,000  gross  tons  of  limestone." 

Mr.  Feick.  We  will  leave  that  report  on  the  minutes  for  congideratiou  and 
take  up  the  matter  at  some  future  time. 

Mr.  Gayey.  We  have  made  the  following  purchases  of  manganese  ore: 

Caucasian  ore.— Everitt  &  Co.,  10,000  tons,  at  lOJ  pence,  shipment  March 
to  September ;  F.  Haeberlin,  10,000  tons,  at  lOf  pence,  shipment  March  to 
October ;  John  Carr  &  Co.,  6,000  tons,  at  10}  pence,  shipment  March  to  May. 

Cuban  ore. — We  have  purchased  from  the  Ponupo  Jllning  &  Transportation 
Co.  their  product  for  this  year  up  to  25,000  tons  at  24  cents  per  unit  at  seaboard. 

Mr.  Gatley  (in  reply  to  the  chairman).  We  have  several  old  Caucasian  ore 
contracts  at  lower  prices  than  these,  but  find  it  difficult  to  get  deliveries. 
Making  these  contracts,  we  will  be  able  to  get  deliveries  under  both  the  old  and 
new  contracts.  These  prices  on  Caucasian  ore  are  up  about  $1.50  per  ton, 
while  the  Cuban  contract  has  come  down  about  $2  per  ton.  The  average 
inrcease  in  the  cost  of  ferromanganese  this  year  will  be  $1.50  per  ton. 

Mr.  Peacock.  But  we  are  getting  from  $4  to  $5  per  ton  more  for  ferro  than 
we  did  a  year  ago. 

On  motion  (Schwab  and  Peacock),  the  purchases  reported  were  approved, 
ratified,  and  confirmed. 

Mr.  Gayley.  The  operations  at  Conneaut  Docks  for  the  five  days  ending 
January  13  were  as  follows :  Receipts,  none ;  sliipments,  11,359  tons.  [In  rejrty 
to  the  chairman:]  Everything  at  the  docks  will  be  ready  for  next  year's 
business. 

Mr.  Fbick.  It  would  be  well  to  bear  in  mind  the  necessity  of  getting  the  cajs 
under  contract  with  the  Schoen  Co.  in  time.  Mr.  Gayley  might  put  a  man  on  to 
look  after  this. 
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Mr.  Bope,  as  assistant  general  sales  agent,  submitted  tlie  following  report : 
"Statement  of  sales  of  standai-d  rails  since  Nov.  18,  1898. 


Carnegie 

Illinois 

Cambria 

Colorado 

Total. 


Sales. 

Options 
(mini- 
mum). 

- 
Totals. 

326,623 

342,713 

65.266 

20;698 

46,000 
36,000 

372,623 

378, 713 

6.5,266 

20,698 

755,300 

82,000 

837,300 

"  All  of  OUT  own  sales  above  reported  have  been  included  in  our  report  of 
obligations  following,  although  formal  contracts  for  only  197,000  tons  have  been 
executed. 

"  The  statement  given  below  compares  our  estimated  obligations  (for  the 
classes  of  material  specified)  at  the  opening  of  business  Friday,  January  6,  and 
January  13,  1899: 


Material. 


B«ibv..--, 

Billets,  blooms,  sheet  bars,  etc 
Structural  and  ship  material.. 

Axles  and'  bars 

Plates 

Total 


'  Loss. 


Januury  6: 


564,110 
445,227 
174,564 
38,110 
41,693 


1,263,704 


January  13. 


658,541 

433,739 

180,923 

39,742 

46;245 


1,257,190 


2  Gain. 


Differ- 
ence. 


1  7,569- 
1 11,.48* 

2  6,35» 
M,632 

3  -4, 552 


1  6,514 


"All  in  gross  tons,  based  on  our  minimum  obligations." 

Mr.  Phipps;  As  the  members  of  the  board  are  aware,  we  have  been  building 
a  footbridge  over  the  railroad  at  Duquesne,  and  are  aslied  to  sign  a  contract 
agreeing-  to  keep  it  in  good  order. 

On  motion  (Phipps  and  Scbwab)  the  execution  of  such  a  contract  was  au- 
thorized, the  vote  being  unanimous. 

Mr.  Phipps.  We  have  divided  the  Fawcett  land  into  lots,  and  a  plan  has  been 
prepared  showing  29  lots  on  each  side  of  the  boulevard.'  This  plan  should  be 
adopted  in  order  that  it  may  bfe  recorded  in  the  courthouse. 

On  motion  (Schwab  and  Peacock)  the  jdan '  submitted  was  approved  and 
adopted^  the  vote  being  unanimous. 

Mr.  Phipps.  Collections  have  been  coming  in  so  freely  that  we  have  found  it 
advisable  to  anticipate  our  ore  payments  up  to  and  including  those  for  March. 

Mr.  Laudeb.  Referring  to  the  question  of  lake  freight  on  ores,  I  think  we 
can  transport  much  cheaper  than  it  is  being  contracted  for  by  building  large 
barges  and  handling  these  by  tugs  in  relays,  running  the  business  as  a  railroad 
would  transport  cars.  The  barges  should  hold,  say,  10,000  tons;  two  barges 
per  day  dtiring  the  shipping  seaSOn,  running  regularly,  would  gl^ve  us  our  sup- 
ply, and  would,  I  believe,  althoilgh  I  have  not  figured  on  It  In  detail,  effect  a 
saving  of  40  to  50  per  cent  In  freight  cost. 

Mi.  Fbick.  In  tills  connection  I  was  told-  by  W.  L.  Brown  that  they  trans- 
ported ore  fi-6m  EScanaba  tb  South  Chicago  for  17  cents.  That  should  be  looked 
lip  by  Mr.  Gayl6y,  and  we  should  also  bear  Mr.  Lauder's  suggestion  in  mind. 

MK  Schwab.  I  think  it  practicable,  but  do  not  see  where  the  great  saving 
would  come  In. 

Mt.  Gaylet.  The  barges  suggested  are  only  3,000  tons  larger' than  those  now 
in  use.  The  traffic  is  a  little  uncertain  on  the  Lakes,  and  the  tugs  might  have  to 
He  over  and  lose  time.  That  is  what  keeps  the  rates. higher  than  they  would 
be  otherwise.    The  suggestion  Is  worthy  of  Investigation,  and  I  wm  take  it  up. 

Mr.  Frick  here  made  the  statement  concerning  the  reroganlzatlon  of  the  com- 
pany, and  asked  :  "  Whom  will  you  name  as  the  committee?  " 


2608  UNITED   STATES   STEEL  COBPORA-TION. 

On  motion  (Schwab  and  Singer),  Messrs.  Frick,  Peacock,  Phlpps  (L.  C),  and 
LoTejoy  were  appointed  as  the  committee  in  charge  of  the  organization  of  the 
Ciimegie  Co.  (Ltd.),  their  being  no  dissent 

Mr.  Feick.  The  committee  will  reiwrt  progress  to  the  board  from  time  to 
time;  meanwhile,  all  should  consider  this,  and  be  prepared  to  make  suggestions 
on  any  points  that  occur  to  them. 

I  may  add  that  the  question  of  buying  and  selling  value  of  capital  stock  in 
the  new  company — that  is.  what  wiU  be  paid  to  retiring  partners,  or  what  will  be 
paid  by  new  shareholders  admitted — is  having  careful  consideration,  will  be 
fixed  on  a  fair  basis,  and  will  be  set  forth  in  an  agreement  similar  to  our 
present  "  ironclad  agreement "  to  be  signed  when  the  new  company  takea 
possession. 

On  motion  adjourned. 

liOVEJOT,  Secretary. 

Approved  at  meeting  held . 


Chairman  Board  of  Managerg. 

Opy  to  A.  C,  Xew  York ;  H.  P.  jr.,  Washington,  D.  C. ;  H.  il.  C  Pasadena, 
January  17,  1899. 

In  1S.S9  negotiations  were  entered  into  by  Andrew  Carnegie  with  certain  Eng- 
lish bankers  and  capitalists  with  a  view  of  selling  out  the  iron  and  steel  enter- 
prises with  which  he  was  connected.  At  that  time  British  investors  were  absorb- 
ing American  industrial  stocks  with  astonishing  avidity ;  and  Carnegie,  believ- 
ing the  zenith  of  prosperity  had  been  reached  in  his  own  business,  thought  the 
time  an  opportune  one  to  sell  out  to  the  English.  The  project  was  resisted  by 
Mr.  Phipps,  who  had  sold  seven-eighteenths  of  his  interest  the  previous  year; 
but  he  finally  yielded  to  his  partner's  insistence  find  gave  a  reluctant  consent  to 
the  sale  of  the  properties. 

So  far  as  could  be  seen  at  the  time,  Carnegie's  lack  of  faith  in  the  future  was 
justified.  Three  years  before  the  profits  of  the  several  companies  had  amounted 
to  nearly  $3,000,000.  In  38S7  they  aggregated  close  on  three  and  a  half  mil- 
lions. Then  in  18SS  they  dropped  to  §1,941.555 :  and  it  seemed  a  prudent 
measure  to  slip  out  of  the  business  on  wh.Tt  looked  like  a  passing  book  of  I'isg. 
The  negotiations,  however,  had  no  satisfactory  result ;  and  Mr.  Phipps.  hearing 
of  their  failure,  expressed  his  relief.  Incidentally  he  gave  expression  to  his 
opinion  on  the  impropriety  of  selling  out  to  a  trust — an  opinion  that  makes 
strange  reading  nowadays.  Here  is  the  beginning  of  the  letter  he  wrote  to  Mr. 
Carnegie : 

"  Gband  ITnion  Hotel, 
"  Dresden,  Saxony,  yovemher  1,  1889. 

"  Deab  Andrew:  Few  pleasures  on  a  foreign  trip  are  equal  to  a  friendly 
letter  from  home  like  yours  of  the  18th. 

"  I  am  gratified  that  we  are  not  to  go  out  ,of  business  and  especially  to 
make  room  for  a  trust,  which  is  by  no  means  a  creditable  thing.  As  yon  say, 
the  tariff  would  be  repealed  on  rails,  and  rightly  so. 

"  With  Mr.  Frick  at  the  head  I  have  no  fear  as  to  receiving  a  good  return 
upon  our  capital.  Being  Interested  in  manufacturing  keeps  us  in  touch  of 
the  world  and  its  affairs  Instead  of  being  on  the  shelf.  Of  course  I  am  anxlons 
that  you  should  not  be  worried  by  the  business — only  pleasantly  inter- 
ested.   *    *    * 

"  Tours,  truly,  "  H.  P.,  Jk." 

It  was  a  very  fortunate  thing  for  Carnegie,  Phipps,  and  aU  the  partners 
that  the  project  failed;  for  in  1889  the  profits  of  the  year  amounted  to  $3,- 
540,000,  the  largest  up  to  that  date  in  the  history  of  the  various  enterprises, 
despite  the  fact  that  rails  were  down  to  their  lowest  point,  $29.25.  Next  year's 
profit  were  $5,350,000.  The  effect  of  Mr.  Frick's  management  was  beginning 
to  be  seen.  In  1891,  owing  to  dwindling  prices  and,  in  large  measure,  to  exces- 
sive cost  of  labor  at  Homestead,  there  was  a  falling  off  of  a  million  dollars; 
and  a  still  further  reduction  took  place  In  1892,  the  year  of  the  strike.  The 
profits  this  year  were  only  $4,000,000.  In  1893 — panic  year — a  further  reduc- 
tion of  a  minion  dollars  was  recorded,  and  this  marked  the  bottom.  Thence- 
forward the  annual  balance  sheets  showed  an  ever  Increasing  profit,  regular 
and  slow  at  first,  then  by  extraordinary  leaps  and  bounds.  Here  Is  the  gratify- 
ing record : 
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Net  profits  of  the  Carnegie  associations — Carnegie  Bros.  &  Co.  (Ltd.)  (to 
1892),  Carnegie,  Phipps  &  Co.  (Ltd.)  (to  1892),  and  the  Carnegie  Steel  Co. 
(Ltd.)  (from  July,  1892). 


1889 $3,  540,000 

1890 5.  350,  000 

1891 4,  300, 000 

1892 4,  000, 000 

1893 3, 000, 000 

1894 4,  000, 000 


1895 $5, 000,  000 

1896 6,000,000 

]897 7, 000, 000 

1898 11,  500, 000 

1899 21, 000, 000 

Plus  $4,500,000  reinvested. 


These  sums,  added  to  those  given  on  a  previous  page  for  the  years  1875  to 
1888,  Inclusive,  bring  the  aggregate  net  profits  of  all  the  Carnegie  associations 
to  the  impressive  total  of  $93,391,005.41.  In  the  year  1900— the  last  of  its 
separate  existence — the  Carnegie  Steel  Co.  made  a  profit  of  nearly  $40,000,000, 
and  a  sum  was  taken  from  the  contingency  fund  to  bring  it  up  to  this  even 
figure. 

It  is  believed  by  the  Carnegie  officials,  and  with  some  show  of  reason,  that 
this  magnificent  record  was  to  a  great  extent  made  possible  by  the  company's 
victory  at  Homestead.  From  that  time  on  the  firm  profited  by  the  heavy  invest- 
ments It  had  made  in  labor-saving  machinery ;  and  costs  got  so  low  that  one 
year  when  the  Carnegies  made  over  $4,000,000  their  chief  competitor,  the 
Illinois  Steel  Co.,  had  upward  of  a  million  dollars  loss.  The  following  year  the 
■Carnegies  made  over  five  millions,  while  the  Chicago  company  made  only 
$360,000.  By  1897  the  cost  of  steel  rails  on  cars  at  the  Braddock  mill  was  only 
$12  a  ton. 

From  pages  296  and  297 : 

The  increase  between  1893  and  1894  amounted  to  almost  as  much  as  the 
entire  output  of  the  works  in  1888,  and  exceeded  it  the  following  year. 

During  these  years  and  those  iipmediately  following  them  the  growth  of  the 
several  works  was  nothing  less  than  phenomenal.  No  great  expansion  was  pos- 
sible at  the  older  establishments,  such  as  the  Union  Iron  Mills  and  the  Lucy 
furnaces;  but  at  Braddock,  Homestead,  and  Duquesne  additions  were  made 
every  year  greater  than  the  entire  plant  had  been  a  short  time  before.  At 
Homestead  one  set  of  open-hearth  furnaces  was  rapidly  added  after  another 
and  new  mills  erected  to  finish  the  increased  output  of  steel.  In  one  case  only 
six  days  intervened  between  the  turning  of  the  first  sod  and  the  casting  of  an 
ingot  on  the  same  spot.  The  two  Carrie  furnaces,  just  across  the  river,  were 
bought  by  Mr.  Frick  with  his  usual  issue  of  bonds  and  the  bonds  liquidated 
out  of  profits.  Later  two  other  furnaces  were  added;  and  these  two  great 
stacks  have  broken  the  world's  record  for  yearly  tonnage.  At  Duquesne  the 
same  nervous  activity  was  displayed.  Four  huge  blast  furnaces  were  built 
to  supply  the  metal  required  by  the  extensive  open-hearth  plant  that  soon  sup- 
plemented the  two  Bessemer  converters  which  Mr.  Frick  found  there  when  he 
bought  the  works.  At  the  Edgar  Thompson  works  almost  every  year  witnessed 
an  addition  to  Its  great  battery  of  blast  furnaces  until  Kloman's  little  Esca- 
naba  stack  was  but  as  a  single  letter  in  half  the  alphabet.  Here,  expressed  in 
gross  tons  of  steel  ingots  made,  is  the  great  record  of  the  growth  of  the  com- 
bined business  of  these  plants  under  the  management  of  Henry  C.  Frick : 


Tons. 

1888 332,  111 

1880 536,  83S 

1890 660, 071 

1891 797,  286 

1892 877, 602 

1893 863,  027 


•       Tods. 

1894 1, 115, 466 

1895 1, 464,  032 

1896 1,  375,  249 

1897 1,  686. 37T 

1898 2, 171,  226 

1899 2, 663, 412 


The  import  of  these  statistics  is  seen  by  a  comparison.  In  1885  Great  Britain 
led  the  world  in  the  production  of  steel.  Her  total  output  for  that  year  was 
695,000  tons  less  than  the  product  of  the  Carnegie  Steel  Co.  in  1889. 

From  pages  299-315 : 

Early  in  January,  1899 — to  be  specific,  on  Thursday,  the  5th  of  that  month — 
a  meeting  was  held  at  the  house  of  Andrew  Carnegie,  in  New  York,  attended  by 
Messrs.  Hy.  Phipps,  Frick,  Schwab,  Lovejoy,  Peacock,  and  Lauder,  for  the  dis- 
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cussion  of  two  questions.  The  first  was  the  price  that  should  Be  uamed  for  the 
properties  of  the  Carnegie  Steel  Co.  and  the  H.  C.  Frick  Coke  Co.  in  response 
to  certain  overtures  to  purchase  which  had  been  made  by  a'  syndicate  Of  New 
York  and  Chicago  capitalists.  The  second  question  was  whether  two  companies 
should  be  consolidated  in  case  of  a  failure  to  sell  them,  and  on  what  terms.  Both 
matters  were  carefully  considered,  and  a  decision  to  sell  having  been  reached, 
the  price  of  $250,000,000  was  fixed  upon  for  the  steel  company's  stock,  "carry- 
ing with  it  all  that  is  on  its  books,"  including  the  shares  In  the  coke  company. 
Payment  was  to  be  made  one-half  In  cash  and  one-half  in  50-year  5  per  cent 
gold  bonds. 

When  these  terms  were  laid  before  the  syndicate,  they  were  rejected.  While 
the  members  did  not  say  so,  they  had  evidently  expected  to  make  a  partial 
pajTuent  in  stock. 

A  consolidation  of  the  coke  and  steel  business  was  then  decided  upon,  and  on 
January  14  Andrew  Carnegie  wrote  his  wishes  to  his  cousin,  George  I^audier,  as 
follows : 

"  Mr.  Rodgers,  Standard  Oil  and  Federal,  said  truly,  '  Too  big  a  dog  to  wag 
so  small  a  tail.'  Now,  H.  C.  F.  abd  I  talked  over  the  matter.  He  will  proceed 
to  get  plan,  new  charter,  bonds,  etc.,  as  proposed. 

"  I  wish  you  and  Peacock  and  Lawrence,  Clemson,  Lovejoy,  Gayl^y,  rtq.,,  to 
decide  whether  you  wish  to  buy  the  other  Frick  Coke  Co.  stocks  at  $35,O0O,Oi|)(>, 
which  Frick  now  wants,  or  prefer  to  let  things  stand  as  they  are  with  flie 
present  fixed  rate  on  coke. 

"The  Frick  Co.  price  was  $30,000,000,  if  $75,000,000  mortgage  bonds  only 
made  by  C.  S.  Co.,  and  you  may  prefer  to  do  this,  or  migtit  make  the  mortgage 
$100,000,000  and  only  issue  $75,000,000  now  and  provide  only  the  other  issue  for 
new  property  to  be  acquired,  which  would  be  the  same  thing  practically  as  the 
$75,000,000  mortgage- 

"  I  am  just  as  willing  to  keep  my  Frick  Co.  stock  as  to  sell  it  to  C.  S.  Co., 
and  I  suppose  H.  C.  F.  is.  He  can  make  it  pay  us  more  than  tlie  interest  on 
the  $35,000,000. 

"  You  should  consult  all  the  managers,  including  Singer,  and  let  eflch  state 
frankly  his  preference.  Also  ask  Schwab,  if  he  has  not  gone;  i^  he  has,  I  will 
see  him  here. 

"  It  is  a  matter  for  all  of  you  to  decide,  not  for  me.  As  I  told  ^on,  O.  S.  Co. 
paying  in  bonds  makes  it  easy  payments — no  cash — which  is  different  from 
heavy  yearly  payments  to  make.  Personally,  am  glad  to  have  this  year  to  our- 
selves to  show  what  we  can  do.  If  we  wish  to  sell  out,  believe  me,  we  can  do 
so  ourselves  for  more  than  $250,000,000." 

The  reference  to  the  proposed  purchase  of  "the  other  Frick  Coke  Co.  stocks 
at  $85,000,000  "  is  misleading.  The  price  was  to  Include  all  the  Stock  of  the 
coke  company,  as  is  shown  by  the  Frick  plan  to  which  Mr.  Carnegie  refers. 
The  clause  relating  to  this  reads: 

"The  (projected)  Carnegie  Co.  (Ltd.)  shall  purchase  all  the  property  and 
business  of  the  H.  C.  Frick  Coke  Co.,  the  Youghiogheny  Nortiiern  Bailway  Co;, 
Youghiogheny  Water  Co.,  Mount  Pleasant  Water  Co.,  Trotter  Water  Co.,  and 
the  ITnion  Supply  Co.  (Ltd.),  subject  to  all  their  debts,  obligations,  and  engage- 
ments, or  all  of  the  capital  stock  of  the  said  companies  as  shall  in  the  con- 
summation of  the  general  purpose  of  this  agreement  be  subsequently  deemed 
most  desirable  by  the  committee  hereinafter  designated;  for  the  sum  of 
$35,000,000,  to  be  paid  as  hereinafter  stated." 

In  other  words,  the  entire  business  of  the  Frick  Co.  and  aU  its  dependencies 
was  offered  at  $35,000,000.  This  is  exactly  half  the  price  paid  for  it  a  year 
later  in  settlement  of  the  famous  litigation. 

Mr.  Frick's  plan,  thus  referred  to,  of  a  company  with  a  capital  of  $60,000,000 
and  a  bond  issue  of  $]00,000,0(M),  was  not  acceptable  to  Mr.  Carnegie,  who  drew 
up  a  prospectus  in  substitution  of  it,  and  sent  it  with  the  following  letter  to 
his  colleagues  in  Pittbsurgh.  The  phraseology  of  these  documents  is  not  very 
clear,  but  in  the  prospectus  the  retirement  of  Mr.  Frick  is  distinctly  provided 
for: 

"We  (the'Carnegie  Steel  Co.  (Ltd.)  and  the  H.  C.  Frick  Coke  Co.)  (shaU) 
make  this  year,  under  the  lowest  prices  on  record,  say,  close  to  $15,000,000. 

"  We  had  ony  six  months  of  Carrie  blast  furnaces ;  not  six  months'  work  of 
the  big  new  Blooming  mill ;  no  armor  deliveries,  except  for  three  months ;  a 
loss  of  nearly  $1,000,000  profit. 
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"  Had  tliGse  been  running  as  now,  our  net  would  have  been  beyond  $15,000,000. 
"  For  1899 : 

"  We,  with  half  product,  sold  1,200,000  tons  on  our  books  at  higher 

prices  of  at  least  $1  deliveries $1,  200, 000 

"  We  have  of  armor — going  to  work  for  years  ahead — another 1, 000,  000 

"  Carrie  blast  furnaces;  the  Blooming  mill  all  the  year,  another 500,000 

"  If  we  get  $1  more  pull  on  the  remaining  1,200,000  tons 1,  200, 000 

"  3,  900, 000 


"  Our  increased  product  of  furnaces  and  mills  give  iis  a  big  increase,    . 

but  there  is  a  gain  of 4,  000,000 

"Which  might  easily  be  $5,000,000. 
"  Frick  coke  is  now  making  at  the  rate  of  $1,000,000  more  per  year ; 

even  better  prospects 1,000,600 

"  5, 000, 000 

"The  light-rail  mill  begins,  say,  July  1;  our  new  mines  this  year  will  in- 
crease profits  there;  our  big  new  Universal  mill  goes  into  operation,  say. 
May  1. 

"  Mr.  Frick's  estimate  of $15, 000,  OOp 

"  Frick  and  Superior  mines  over 5,  000,  000 

"Net  for  1899 , 20,000,000 

"  Just  as  likely  to  be  above  as  below,  I  think  more  so,  but  say  $20,000,000. 

"  In  1900 : 

"  We  had  the  big  plate  mill,  steel  car  shops,  new  axle  plant,  car-wheel 
foundry,  all  arranged  for — came  in  early  in  1899 — also  two  new  blast  furnaces 
at  Carrie. 

"  For  1900,  therefore,  present  conditions  are  good  for  $25,000,000.  These 
conditions  are  very  low.    Prices  liable  to  advance  $2  to  $5  per  ton. 

"  The  first  would  give  us  $5,000,000  more,  30,000,000. 

"  The  second,  $12,500,000  more,  37,500,000. 

"  I  am  certain  that  in  two  years  hence  we  shall  be  on  the  basis  of  $25,000,000 
net  yearly,  even  at  low  prices. 

"  We  have  to  supply  the  world — note  last  week's  British  advances — less  ore 
this  year  and  last  from  foreign  points ;  great  scarcity ;  prices  wild ;  coke  put 
to  15/6  (fifteen  shillings  and  sixpence)  at  works,  best  grade;  bad  to  get  at  that; 
near  $3.75  per  ton  and  scarce.  Impossible  to  Increase  supply  of  either  coke 
or  ore. 

"  Since  we  reach  Atlantic  ports  at  $1  per  ton  we  have  the  trade  of  the  world. 

"  I  favor  holding  on  for  two  or  three  years ;  no  question  but  we  can  sell  our 
property  at  $400,000,000. 

"  200,000,000  bonds  at  5  per  cent $10,  000, 000 

"  200,000,000  stock  at  6  per  cent 12, 000, 000 

22,  OOP,  000 
Surplus . 3, 000, 000 

"  We  shall  beat  this — ^why  then  not  wait.  If  you  wish  to  sell  now,  then  here 
Is  the  plan. 

"  A.  G." 


"  Peospecttjs. 

"the    CAENEGIE    BTEEL    CO.     (ltd.)     and    the    H.    C.    FBICK    OOKE    CO." 

In  pursuance  of  a  decision  of  long  standing,  the  four  principal  owners  of 
the  Carnegie  Steel  Co.  (Ltd.)  and  the  H.  C.  Frick  Coke  Co.  (Messrs.  Carnegie, 
Phipps,  Frick,  and  Lauder)  now  retire  from  active  business.  To  enable  them 
to  do  so,  and  with  the  approval  of  all  the  younger  partners,  the  partnership 
has  been  changed  to  a  corporation.    Capital,  $300,000,000. 

"  One-half,  $150,000,000  gold  mortgage  bonds. 

17042— No.  36—12 10 
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"  Preferred  stock,  6  per  cent,  $75,000,000. 

"  Common  stock,  $75,000,000. 

"All  the  bonds  and  preferred  stock  will  be  taken  payment  by  the  four  out- 
going partners. 

"  Part  of  the  common  stock  will  be  held  by  the  present  younger  partners ; 
part  Is  now  offered  to  the  public. 

"Applications  from  Pittsburgh  and  western  Pennsylvania,  especially  in  manu- 
facturers of  iron  and  steel,  will  be  given  preference,  the  desire  being  to  enlist 
as  many  experienced  business  men  at  home  as  possible. 

"All  the  present  partners  agree  to  continue  in  the  service  for  five  years. 
Messrs.  Carnegie,  Phipps,  Frick,  and  Lauder  also  agree  to  remain  for  that  period 
in  their  present  positions  as  consulting  partners." 

The  partners  have  agreed  to  make  good  any  deficiency  in  the  net  earnings, 
should  such  occur  during  said  five  years,  in  the  amount  necessary  to  pay  inter- 
est on  bonds  and  upon  preferred  stock,  and  6  per  cent  upon  common  stock. 

"  To  meet  this  liability  there  has  been  deposited  with  *  *  •  Trust  Co. 
$20,000,000  of  bonds,  contributed  pro  rata  by  the  partners. 

"  The  present  earnings  of  the  companies  exceed  the  sum  required  for  the 
payment  stated  and  leaves  a  satisfactory  surplus  for  contingencies.  Addi- 
tional works  now  in  progress,  which  the  demand  of  the  ever-growing  business 
required,  will  add  to  the  earnings.  The  property  of  the  new  company  embraces 
all  the  property  of  the  two  former  companies;  everything  is  included — real 
estate,  railroads,  coke  lands  (38,000  acres  unmined),  mills,  furnaces,  houses, 
offices,  water  rights,  mines,  and  everything  of  every  description. 

'•'  The  debts  of  the  company  including  all  mortgage  bonds,  etc.,  are  more 
than  covered  by  the  quick  assets — the  stock  of  material  and  the  bills  receivable 
and  the  cash  on  hand.    The  company  starts  with    *    *    *    working  capital. 

"(Signatures.)" 

This  prospectus  is  true ;  nothing  kept  back. 

These  different  plans  of  consolidation  and  reorganization  were  still  under 
consideration  when,  toward  the  end  of  March,  overtures  were  made  by  ex- 
Judge  W.  H.  Moore,  of.  Chicago,  for  the  purchase  of  the  Carnegie-Frick  prop- 
erties, with  the  view  of  combining  them.  This  time  an  effort  was  made  to  get  a 
price  on  Andrew  Carnegie's  individual  holdings  of  stock  in  the  two  companies, 
carrying,  as  they  did,  control ;  but,  for  the  sake  of  appearances,  Mr.  Carnegie 
refused  to  deal  with  outside  parties,  and  stipulated  that  the  negotiations  should 
be  conducted  in  the  names  of  his  principal  partners,  Phipps  and  Frick.  Ac- 
cordingly these  gentlemen  joined  the  syndicate,  with  the  understanding  that 
Moore  and  his  friends  should  finance  the  entire  scheme. 

Carnegie  demanded  a  million  dollars  for  a  90  days'  option  on  his  entire  inter- 
ests at  a  price  of  $157,050,000,  and  he  afterwards  raised  this  bonus  to  $1,170,000. 
The  increase  was  met  by  Messrs.  Phipps  and  Frick,  each  contributing  $85,000. 
Carnegie  agreeing  to  return  these  sums  to  them  later.  The  other  members  of 
the  steel  and  coke  companies  required  no  bonus  for  an  option  on  their  shares 
except  the  nominal  sum  of  $1.    These  agreements  were  signed  on  April  24. 

If  the  sale  had  been  consummated  it  would  have  been  on  the  basis  of  $250,- 
000.000  "  for  the  entire  ownership  of  first  party  (Andrew  Carnegie)  and  asso- 
ciate owners  and  interests  in  all  the  properties  and  assets  of  the  Carnegie  Steel 
Co.  (Ltd.),  except  its  holdings  in  the  stock  of  the  H.  C.  Frick  Coke  Co.  and 
allied  Interests,  namely,  about  30  per  cent  of  the  whole  of  the  said  H.  0.  Frick 
Coke  Co.,  in  which  30  per  cent  in  said  H.  C.  Frick  Coke  Co.  interests  the  said 
second  parties  (H.  C.  Frick  and  Henry  Phipps,  jr.)  may  take  first  party's 
interests  on  the  basis  of  $70,000,000  for  the  whole  of  the  said  H.  C.  Frick  Coke 
Co.  properties  and  allied  interests."  And  "  as  to  the  first  party's  individual 
holdings  of  stock  in  the  H.  C.  Frick  Coke  Co.  and  allied  interests,  this  shall  be 
upon  the  basis  of  $70,000,000  for  the  entire  property  and  assets  of  the  H.  C. 
Frick  Co.,  of  which  stock  the  holdings  of  the  said  first  party  is  about  25  per 
cent  of  the  whole." 

To  quote  still  further  from  the  original  option,  "  the  first  party  agrees  to 
take  as  part  payment  for  his  interests  as  above  $100,000,000  in  5  per  cent,  50- 
year  gold  bonds,  to  be  executed  by  such  individual  corporation  or  limited 
partnership  association,  as  may  be  designated  by  the  second  parties,  or  their 
assigns,  which  bonds  shall  be  secured  by  a  mortgage  upon  all  the  real  estate 
of  the  Carnegie  Steel  Co.  (Ltd.),  and  to  be  a  first  Hen  thereon  except  so  far 
as  the  same  shall  be  now  encumbered,  and  which  shall  cover  all  of  the  stocks, 
interests,  and  securities  covered  by  this  option. 

*  •  *  "  The  remainder  of  the  consideration  for  the  sale  of  the  interests 
hereby  optioned  is  to  be  in  cash." 
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In  this  way  Carnegie  would  have  been  so  secured  that  he  would  virtually 
have  had  a  first  mortgage  on  all  the  partnership  assets,  thus  gaining  a  prefer- 
ence over  all  his  partners. 

An  instrument  of  like  tenor  and  purport  was  signed  by  other  members  ofl 
the  Carnegie-Frick  companies,  without  any  forfeitable  bonus. 

At  the  time  this  option  was  bought  the  money  market  was  in  such  con- 
dition that  no  difficulty  was  anticipated  by  Judge  Moore  in  raising  the  neces- 
sary funds  to  carry  out  his  plans,  huge  as  these  were.  He  represented  that 
he  would  have  the  cooperation  of  the  National  City  and  the  First  National 
Banks,  of  New  York.  The  death  of  Roswell  P.  Flower,  however,  and  the 
forced  liquidation  of  the  many  industrial  securities  that  he  had  been  support- 
ing, brought  on  a  panic  that  was  as  disastrous  as  it  was  unexpected.  Occu- 
pied in  protecting  existing  obligations,  bankers  and  capitalists  had  little 
disposition  to  engage  in  fresh  ventures;  and  realizing  the  impossibility  of 
safely  launching  a  great  enterprise  in  such  troubled  waters,  Messrs.  Frick 
and  Phipps  went  to  Scotland  to  try  to  get  an  extension  of  their  option.  At 
Skibo  Castle  Mr.  Carnegie  refused  to  extend  the  option,  and  the  negotiations 
came  to  an  abrupt  end. 

An  interesting  document  was  drawn  up  at  this  time  which  is  worth  includ- 
ing here,  presenting  as  it  does,  at  a  glance,  the  imposing  magnitude  of  the 
business  whose  growth  we  have  traced  from  little  Kloman  forge  in  the  base- 
ment at  Girty's  Run.  It  Is  a  draft  of  a  prospectus  prepared  by  the  Moore 
Syndicate,  but  never  published.  It  marks  the  zenith  of  the  Carnegie  Steel 
Co.'s  prosperity.  Supplementing  it  is  a  letter  from  Mr.  C.  M.  Schwab,  of 
considerable  interest. 

Peospectds. 

"A  limited  amount  of  the  stock  of  the  Carnegie  Steel  Co.  is  now  offered  to 
the  public  on  the  following  basis: 

"  The  corporation  which  it  is  planned  to  form,  with  the  name  Carnegie  Steel 
Co.,  will  ha\e,  through  a  chartei*  to  be  obtained  under  the  laws  of  Pennsyl- 
vania, appropriate  powers  for  the  acquiring,  producing,  manufacturing,  and 
dealing'  in  steel,  iron,  ore,  coal,  and  coke,  and  all  things  made  of  steel  or  iron, 
with  all  other  powers  deemed  convenient,  and  will  have  an  authorized  capital 
of  $250,000,000.  divided  into  2,500,000  shares  of  the  par  value  of  $100  each. 

"  Each  subscriber  will  agree  to  take  and  pay  for  the  number  of  shares  for 
which  he  may  subscribe,  or  such  smaller  proportionate  number  as  may  be 
allotted  to  him  in  the  event  of  oversubscription,  of  the  full-paid  stock. 

"  The  price  is  to  be  $100  in  cash  for  each  share  of  stock,  and  is  to  ^e  paid 
into  such  depository  as  may  be  designated  by  the  managers  in  control  of  the 
subscription  lists,  within  10  days  after  notice  calling  for  such  payment  shall 
be  delivered  or  mailed  to  the  subscriber ;  but  $10  out  of  every  $100  of  sub- 
scription may  be  made  payable  immediately  on  allotment,  if  so  stated  in  the 
notice  thereof.  If  the  stock  certificates  can  not  be  delivered  when  payments 
are  completed,  receipts  will  be  issued  calling  for  the  stock  when  ready. 

"  The  corporation  is  to  be  vested  with  $15,000  000  in  cash  and  also  with  the 
cash  and  other  available  assets  of  the  Carnegie  Steel  Co.  (Ltd.)  and  the  H.  0. 
Frick  Coke  Co.,  and  subject  to  a  bonded  debt  of  $100,000,000  In  50-year  5  per 
cent  gold  bonds,  with  the  properties  of  the  Carnegie  Steel  Co.  (Ltd.)  and  the 
H.  C.  Frick  Coke  Co.,  which  include  the  following : 

"The  Edgar  Thomson  Works,  at, Bessemer,  Pa.,  including:  Edgar  Thomson 
Blast  Furnaces,  Edgar  Thomson  Foundry,  Edgar  Thomson  Steel  Works. 

"The  Duquesne  Works,  at  Duquesne,  Pa.,  including:  Duquesne  Blast  Fur- 
nace, Duqnesne  Steel  Works. 

"  The  Homestead  Steel  Works,  at  Munhall,  Pa.,  including :  Bessemer  steel 
department,  open  hearth  steel  department,  finishing  mills,  armor  plate  depart- 
ment. 

"  The  Carrie  Blast  Furnaces,  at  Eankin,  Pa. 

"  The  Lucy  Blast  Furnaces,  in  Pittsburgh,  Pa. 

"  The  Keystone  Bridge  Works,  in  Pittsburgh,  Pa. 

"  The  Upper  Union  Mills,  in  Pittsburgh,  Pa. 

"  The  Lower  Union  Mills,  in  Pittsburgh,  Pa. 

"  The  H.  C.  Frick  Coke  Co.'s  coal  and  coke  properties,  in  Westmoreland 
and  Fayette  Counties,  Pa.,  including:  About  40,000  acres  of  unmined  coal, 
20,000  acres  of  surface  lands,  11,000  coke  ovens,  2,500  railroad  cars,  3,500 
dwellings. 
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"The  Larimer  Coke  Works,  at  Larimer,  Pa. 

"  The  Youghiogheny  Coke  Works,  at  Douglas,  Pa. 

"  All  the  capital  stock  of  the  following  companies :  The  Union  Railroad  Co., 
the  Slackwater  Railroad  Co.,  the  Youghiogheny  Northern  Railway  Co.,  the 
Carnegie  Natural  Gas  Co.,  the  Youghiogheny  Water  Co..  the  Moimt  Pleasant 
Water  Co.,  the  Trotter  Water  Co.,  the  Pittsburgh  &  Conneaut  Dock  Co. 

"  Over  one-half  of  the  capital  stock  of  the  Pittsburgh,  Bessemer  &  Lake  Erie 
Railroad  Co. 

"  Forty-three  and  six-tenths  per  cent  of  the  capital  stock  of  the  Pennsylvania 
&  Lake  Erie  Dock  Co. 

"  One-fourth  of  the  capital  stock  of  the  New  York,  Pennsylvania  &  Ohio 
Dock  Co. 

"Five-sixths  of  the  capital  stock  of  the  Oliver  Iron  Mining  Co.,  owning: 

"  All  the  stock  of  the  Metropolitan  Iron  &  Land  Co. 

"  All  the  stock  of  the  Pioneer  Iron  Co. 

"  Over  68  per  cent  of  the  stock  of  the  Lake  Superior  Iron  Co. 

"  Over  98  per  cent  of  the  stock  of  the  Security  Land  &  Exploration  Co. 

"  Other  ore  properties  in  negotiation,  which  will  be  included  if  acquired. 

"  One-half  of  the  capital  stock  of  the  Pewabic  Co. 

"Three-fourths  of  the  capital  stock  of  the  Pittsburgh  Limestone  Co.  (Ltd.). 

"  Other  interests  in  ore  mines,  transportation  companies,  dock  companies, 
valuable  patents,  and  companies  owning  patents,  etc. 

"  These  furnaces,  steel  works,  coke  works,  and  other  properties  are  in  full 
operation,  their  latest  complete  month's  product  being  as  follows : 

Blast  furnaces. 


Names. 


Edgar  Thomson  furnaces, 

Duquesne  furnaoes. 

Carrie  furDiK'es 

Lucy  riiTDaces 

Total 


StaolM. 

Product  (gross  tons). 

March,  1899. 

April,  1899. 

9 
4 
2 
2 

90,686 

70,201 

18,936 

6,031 

88  937 

63  CIJ 

19  447 

»',m 

17 

185,812 

180,496 

Steel  works. 


Names. 

Product  (gross  tons). 

March,  1899.  ■ 

April 

1899. 

BESSEMER  STEEL. 

66,427 
63,189 
31,282 

62,381 
48,849 

Homestead  Steel  Works 

30,219 

Total  

160,898 
90,088 

141,449 
70,  "(14 

OPEN-HEAETH  STEEL. 

240,986 

212,163 
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Names. 


Edgar  Thompson  Steel  Works 
Duquesne  Steel  Works 

Do'.V//""/^'//.'.'.'.'.'.'.'.'.'. 
Homestead  Steel  Works 

Do 

Do 

Upper  Union  Mills 

Do 

Lower  Union  Mills 

Do 


Kind 


KaUs 

Billets 

Sheet  bars 

Splice  bars 

Blooms  and  b'iUets 

Structural 

Plates 

Structural 

Plates 

Structural 

Plates 


Product  (gross  tons). 

March,  1899. 

April,  1899. 

179,256 
29,316 
14,566 
4,207 
96,636 
22,043 
8,661 
12,106 
8,455 
4,374 
3,643 

159,344 

29,223 

11,478 

3,409 

82,977 

22,179 

8,818 

11,028 

7,466 



3,947 

3,429 

CoJce  works. 


Names. 

Shipments  (net  tons). 

March,  1899. 

April,  1899. 

606,870 
5,030 
2,860 

477,640 

5,090 



Works 

1,860 

514,760 

484,680 

H.''C.  FrickCoke  Co. 
Larimer  Coke  Works. 
Toughiogheny  Coke  Works. 

Total  coke . 


Other  departments. 


Names. 


Edgar  Thomson  Foundry 
Duquesne  Steel  Works . . . 
Homestead  Steel  Works . . 

Do 

Do 

Do 

Do 

Upper  Union  Mills 

Do 

Lower  Union  Mills 

Do 

Do 

Keystone  Bridge  Works . . 

Do 

Do 


Kmd. 


Castings 

Finished  spUces. 

Armor 

Eivets  and  bolts 

Castings 

Fitted  work 

Columns 

Iliyets  and  bolts 

Fitted  work 

Axles 

Forgings 

Spring  steel 

Bridge  work 

Castings 

Rivets 


Product  (gross  tons). 

March,  1899. 

AprU, 

1899. 

5,466 

4,114 
446 
125 
152 

1,968 
636 
21 
346 

2,629 
108 
638 

3,394 
274 
116 

5,439 

3,470 
621 

105 

200 

1,928 
411 

20 

713 

1,664 
103 

731 

2,933 

348 

143 

"As  has  beeu  the  fixed  policy  of  the  Carnegie  associations  during  the  past 
20  years,  improvements,  extensions,  and  additions  are  constantly  being  made. 
Blowing  engines  are  being  added  at  Edgar  Thompson,  Duquesne,  and  Carrie 
blast  furnaces,  which  will  increase  the  product  of  pig  iron  175,000  tons  per 
annum.  Ten  open-hearth  furnaces,  a  30-inch  slabbing  mill,  a  128-inch  plate 
mill,  and  a  42-inch  Universal  plate  mill  are  building  at  Homestead  Steel 
Works,  and  will  be  completed  in  June  and  July  next,  increasing  the  product  of 
steel  Ingots  350,000  tons  per  annum  and  of  plates  300,000  tons  per  annum. 
A  steel  axle  works  at  Howard,  near  the  Homestead  Steel  Works,  will  be 
<;ompleted  by  November  next,  with  a  capacity  of  100,000  tons  of  car  axles  per 
annum.  Many  other  minor  improvements  are  under  way,  all  with  a  view  to 
increasing  product,  decreasing  cost,  or  expediting  shipment 

"  The  present  output  of  these  works  is  at  the  annual  rate  of  2,200,000  gross 
tons  of  pig  iron,  spiegeleisen,  and  ferromanganese,  and  2,800,000  gross  tons 
of  steel  Ingots,  with  adequate  finishing  capacity. 
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"  The  improvements  now  approaching  completion  will  increase  tlie  output  to 
the  annual  rate  of  2,375,000  gross  tons  of  pig  iron,  spiegeleisen,  and  ferro- 
manganese,  and  3,150,000  gross  tons  of  steel  ingots,  with  sufficient  finishing 
capacity  to  turn  this  steel  into  rails,  billets,  structural  shapes,  plates,  rail- 
road forgings,  and  other  merchantable  forms. 

"  The  net  earnings  of  the  business  which  will  be  transferred  to  the  Carnegie 
Steel  Co.  were :  For  March,  1899,  $1,652,038.75 ;  for  April,  $1,888,227.72. 

"  Owing  to  the  magnitude  of  the  business  and  the  immense  tonnage  of  the 
various  products,  it  is  necessary  that  long-time  contracts  be  made  far  in  ad- 
vance of  the  time  of  delivery.  The  result  is  that  present  shipments  are  at 
prices  far  below  present  rates,  the  rates  at  which  contracts  are  being  made  for 
future  delivery.  Had  current  prices  been  obtained  for  the  shipments  during  these 
two  months,  the  net  earnings  would  have  been  for  Jlarch,  1899,  $3,182,574.95; 
for  April,  1899,  $4,325,922.78;  and  with  present  market  prices  and  the  increased 
product  resulting  from  the  improvements  named,  an  average  single  month's  net 
profit  will  largely  exceed  the  above,  justifying  the  expectation  that  the  Car- 
negie Steel  Co.  will  pay  annually,  under  almost  any  condition  of  business: 

5  per  cent  on  $100,000,000  bonds $5,000,000 

And  at  least  6  per  cent  on  $250,000,000  stock 15,000,000 


20,  000, 000 

"  and  leave  an  ample  surplus  for  extra  dividends  as  well  as  for  other  improve- 
ments and  additions,  which  will  still  further  increase  the  net  earnings  and  the 
rate  of  dividends  on  the  stock,  besides  providing  a  fund  for  retiring  the  bonds 
at  maturity.  The  Carnegie  Steel  Co.  has  been,  is,  and  will  be  in  an  absolutely 
independent  position,  owning  the  sources  of  supply — ore,  coal,  coke,  limestone, 
and  natural  gas;  the  transportation  lines  for  bringig  the  raw  materials  to  the 
works;  the  docks  for  hadling  ore;  the  coke  works,  blast  furnaces,  steel  works, 
and  finishing  mills,  each  advancing  the  product  to  a  higher  grade,  until  It  is 
ready  for  the  markets  of  the  world,  with  every  intermediate  profit  saved  for 
the  benefit  of  the  stockholders. 

"  The  efficient  organization  which  had  brought  the  '  Carnegie '  associations 
to  their  present  unassailable  position  will  remain  intact.  Nearly  all  of  the 
former  shareholders  in  the  Carnegie  Steel  Co.  (Ltd.)  and  the  H.  C.  Prick  Coke 
Co.,  all  of  whom  were  actively  engaged  in  the  business,  have  taten  stock  in  the 
'  Carnegie  Steel  Co.,'  and  many  other  officers  and  employees,  superintendents, 
foremen,  heads  of  departments,  sales  agents,  workmen,  and  clerks,  have  sub- 
scribed for  stock  in  the  new  company,  demonstrating  their  faith  in  its  future 
and  insuring  the  same  bold  yet  conservative  management  which  has  rendered 
possible  such  an  aggregation  of  capital  as  this ;  making  large  profits,  yet  earning 
them ;  controlling  the  market,  yet  never  abusing  its  power ;  encouraging  the 
wider  use  of  steel  by  the  reductions  made  in  its  cost,  yet  paying  the  highest 
wages  in  the  world.  Such  has  been  the  past,  such  is  the  present,  and  such  will 
be  the  future  of  the  Carnegie  Steel  Co." 

Pittsburgh,  Pa.,  May  15,  1899. 

Mt  Dear  Me.  Fbick  :  You  ask  me  to  give  my  views  as  to  the  probable  future 
earnings  of  the  Carnegie  interests,  and  as  to  the  proposed  reorganization  on  a 
basis  of  $100,000,000  bonds,  $250,000,000  preferred  stock,  and  $275,000,000 
common  stock. 

Permit  me  to  say  that  commencing  in  1879  as  engineer  constructing  the  works, 
30  years  as  general  superintendent  of  our  principal  works,  and  over  2  years  as 
president,  I  feel  that  I  know  the  properties  and  their  possibilities  .as  well,  or 
better,  than  anyone  in  or  out  of  the  concern. 

While  we  have  been  highly  successful  in  the  past,  as  everyone  knows,  I 
believe  we  are  only  now  getting  In  shape  to  be  truly  successful  and  truly  profit- 
able. Our  April  profit-and-loss  sheet  shows  earnings  slightly  over  $1,500,000, 
with  rails  netting  us  only  $17.50  and  billets  $16.  Lowest  prices  we  ever  had 
on  an  average  were  $16.50  for  rails  and  $14.50  for  billets,  so  you  see  we  have 
reaped  very  little  of  the  advantages  of  increased  prices.  With  prices  anywhere 
near  to-day's  selling  prices  we  would  easily  make  over  $3,000,000  per  month, 
and  then  our  new  works,  to  be  started  in  two  months,  will,  I  estimate  on  present 
prices,  bring  us  an  additional  profit  of  $600,000  per  month,  or  a  total  of 
$3,000,000  per  month. 

Following  this  page  (p.  2617)  is  inserted  balance  sheet  of  the  Car- 
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Balance  sheet,  Mar.  1,  1900,  Carnegie  Steel  Go.  {Ltd.). 

Assets : 
Cash- 
Treasury  $1,  287,  437.  66 

Works 19,  283. 43 

Sale  agencies 25,  302.  50 


$1, 332,  023. 59 

Bills  receivable 7, 174,  g04. 02 

Mortgages  receivable,  employees 239,845.44 

Accounts  receivable — 

Current 16,  381,  884. 06 

Securities 517,  324.  80 


Stocks — 

Finished  product 2,  755,  203. 92 

Materials  for  use 7,  087,  964.  76 

Ore  at  Lake  ports 1,  952,  212.  31 

Ore  at  mines 16,  470. 00 


16,  899,  208.  86 


11,  811, 850.  99 

Available  assets 37,  457;  732.  90 

Works  and  properties — 
Edgar  Thomson 

Works _ $10,425,594.67 

DuquesneSteel 

Works 2,  333, 406. 35 

Duquesne  Furnaces  __  5,  626,  211.  91 
Homestead   Steel 

Works- 16,  644,  201. 84 

Carrie  Furnaces 1,  079,  588. 69 

Howard  Axle  Works.  717,476.87 

Lucy  Furnace 1,  251,  869.  99 

Keystone    Bridge 

Works 718, 160. 11 

Upper  Union  Mills___  1,000,000.00 

Lower  Union  Mills.—  700,000.00 

Larimer  Coke  Works.  200, 000.  00 
Youghiogheny  Coke 

Works 160,  000. 00 

City  farm  lots 960,  664.  50 

•     Verona   land 40,  000.  00 

Liberty  farm 225,000.010 

Oliver  land 310,313.81 

Fawcfett  land 25.  00 

42,396,513.74 


1900  improvements — 

Edgar  Thomson  Fur- 
naces    50, 489. 13 

Edgar  Thomson  Steel 
Works 31, 441. 69 

Edgar  Thomson  Foun- 
dry    10. 50 

Duquesne  Furnace 13,  324. 48 

Duquesne    Steel 

Works 304,  635.  24 

Homestead     Steel 

Works 240,  666.  98 

Carrie  Furnaces 204,  070.  56 

Howard  Axle  Works..  102,  542.  90 

Lucy  Furnaces 3,  415.  57 

Keystone  Bridge 

Works 1,  663. 18 

Upper  Union  Mills 6,537.12 

Lower  Union  Mills 


958, 797. 35 


Stocks  and  bonds,  investments 14,940,405.50 

58,  295,  716.  59 
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Assets — Continued. 

Undivided  capital $77,  TIO.  72 

Due  from  partners 5,585,6^2.22 

$5,  663, 352. 94 

Total  assets 101,  416,  802. 43 

Liabilities : 

Mortgages  payable — 

Edgar  Thomson 209,945.00 

Duquesne     Steel 

Works 995, 000.  00 

Duquesne  Furnaces  —  200,  000. 00 

Homestead     Steel 

Worlds 103,  250.  00 

Carrie  Furnaces 600,000.00 

Howard  Axle  WorliS—  273, 275.  85 

Keystone  Bridge 

Worlis 50,000.00 

Liberty  Farm 150,  000. 00 

Oliver  Land 153, 000. 00 

2,  734,  470.  85 

Bills  payable — 

Current 4,  360, 174.  73 

Stewart 375, 000.  00 

Bomtraeger 271, 423.  56 

5,  006,  598.  29 

Accounts  payable — 

Current 7, 469,  650.  44 

Ore 240, 130.  21 

. 2,  709,  780.  65 

Special  deposits 3,  776,  276.  27 

Liabilities  payable  14,227,126.06 

Special  funds — 

Contingent  fund 557, 143.  50 

Contingent,  special  ..  711,810.00 

Relining  fund 211, 328.  85 

Coal  extinguishment 
fund 15,  822.  45 

1, 496, 104.  80 

Due  to  partners 4,113,  657.38 

Surplus 56,579,914.19 

Capital 25, 000,  000.  00 

81,579,914.19 

101,  416,  802. 43 

As  to  the  future,  even  on  low  prices,  I  am  most  sanguine.  I  know  positively 
that  England  can  not  produce  pig  iron  at  actual  cost  for  less  than  $11.50  per 
ton,  even  allowing  no  profit  on  raw  materials,  and  can  not  put  pig  iron  into  a 
rail  with  their  most  efficient  works  for  less  than  $7.50  per  ton.  This  would 
make  rails  at  less  cost  to  them — $19.  We  can  sell  at  this  price  and  ship  abroad 
so  as  to  net  us  $16  at  works  for  foreign  business — nearly  as  good  as  home 
business  has  been.  What  is  true  of  rails  is  equally  true  of  other  steel  products. 
As  a  result  of  this  we  are  going  to  control  the  steel  business  of  the  world. 

You  Imow  we  can  make  rails  for  less  than  $12  per  ton,  leaving  a  nice  margin 
on  foreign  business.  Besides  this,  foreign  costs  are  going  to  increase  year  by 
year,  because  they  have  not  the  raw  materials,  while  ours  is  going  to  decrease. 
The  result  of  all  this  is  that  we  will  be  able  to  sell  our  surplus  abroad,  run  our 
works  full  all  the  time,  and  get  the  best  practice  and  costs  in  this  way. 

As  to  the  works,  any  competitor  will  tell  you  that  we  are  far  ahead  of  any 
one;  and  if  the  plans  which  we  have  for  the  future  are  carried  out  we  will  be 
further  ahead  than  ever.  I  have  no  fears  for  the  earnings  in  the  future.  I 
believe  they  will  exceed  any  estimate  we  have  made,  provided,  however,  that 
the  same  methods  of  organization  and  operation  as  now  exist  are  fully  carried 
out  in  the  future. 

It  must  not  be  run  as  other  concerns  are  run,  but  as  it  is  now  conducted. 
This  is  most  important.    I  believe  the  earnings  will  fully  justify  the  capitaliza- 
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tion,  and  as  a  proof  of  my  belief  in  this  I  am  quite  willing  to  take  every  dollar 
I  ovyn  in  the  stock  of  the  new  concern  on  the  basis  proposed. 
Very  truly,  yours, 

0.  M.  Schwab,  President. 
Mr.  H.  C.  Feick,  Ghairman. 

The  third  attempt  to  sell  the  Carnegie  properties  to  the  public  having  thus 
failed,  the  partners  return  to  their  schemes  of  consolidation  and  reorganization. 
This  time  Mr.  Frick  and  the  junior  members  took  up  the  task,  and  they  made 
elaborate  plans  for  a  new  company  with  a  capital  of  $250,000,000  and  no  bonds. 
This  company  was  "  to  purchase  from  the  Carnegie  Co.  (Ltd.),  for  $195,312,500, 
all  its  properties,  real,  personal,  and  mixed,  excepting  its  holdings  in  the  stocks 
of  the  H.  C.  Frick  Coke  Co."  *  *  *  and  "  from  the  H.  C.  Frick  Coke  Co. 
and  its  subsidiary  companies  named  above,  for  $54,687,500,  all  their  properties, 
real,  personal,  and  mixed;  the  total  consideration,  $250,000,000,  to  be  paid  In 
installments  as  the  stock  subscriptions,  became  due."  Provision  was  made  for 
"Andrew  Carnegie  to  loan  to  each  '  debtor  partner '  an  amount  sufficient  to 
■enable  him  to  pay  his  indebtedness  to  either  selling  company."  "All  the  stock  " 
was  to  be  "  placed  in  a  trust  for  10  years,  during  which  time  no  stock  shall  be 
«old  excepting "  from  one  owner  to  another,  or  by  authorization  of  a  three- 
tourths  vote  of  stock  in  value  and  stockholders  in  number,  or  in  the  event  of 
•death  of  any  member.  This  plan,  representing  the  "  unanimous  views  of  every 
subscriber  hereto,  after  full  discussions  of  all  suggestions  had  at  meetings  held 
September  11,  19,  and  25,"  was  commended  to  "  the  favorable  consideration  of 
the  senior  members."  "We  would  not  favor  any  plan  that  would  contemplate 
bonding  the  property,"  they  concluded.    Ten  signatures  followed. 

Of  course  nothing  came  of  it.  It  is  surprising  that  anything  should  have  been 
expected  of  a  plan  that  did  not  "contemplate  bonding  the  property."  Andrew 
Carnegie  had  placed  himself  on  record  with  sufficient  emphasis  to  leave  no 
doubt  in  any  reasonable  mind  as  to  the  kind  of  security  he  wanted.  So  this 
plan  joined  the  other  liquid  ideas  that  the  corpora"te  mind  had  secreted  during 
the  preceding  years. 

From  pages  354  and  355 : 

PiTTSBUEGH,  Pa.,  March  30,  1900. 
To  the  toard  of  managers  of  the  Carnegie  Steel  Go.  (Ltd.): 

The  committee  appointed  by  the  shareholders  of  the  Carnegie  Steel  Co.  ( Ltd. ) 
and  the  H.  C.  Frick  Coke  Co.  for  the  purpose  of  carrying  out  the  plans  of  reor- 
ganization of  the  Carnegie  interests  beg  leave  to  report : 

In  the  matter  of  the  adjustment  of  the  relative  book  values  of  the  Carnegie 
Co.  (Ltd.)  and  the  H.  C.  Frick  Coke  Co.  with  its  subsidiary  companies. 

At  April  1  1899,  the  relative  book  values  were  as  follows : 

The  Carnegie  Steel  Co.  (Ltd.) 3.27986 

H.  C.  Frick  Coke  Co.  and  allies 1 


Based  on  careful  estimates  of  March  profits  of  all  the  companies 
whose  stock  is  included  the  same  relative  book  values,  at 
Apr.  1,  1900,  show  a  surplus  for  distribution  to  shareholders 
of  the  Carnegie  Steel  Co.  (Ltd.)  of $16,277,464.69 

To  this  should  be  added  the  holdings  of  the  Carnegie  Steel  Co. 
(Ltd.)  In  the  stock  of  the  H.  C.  Frick  Coke  Co.  and  its  sub- 
sidiary companies  carried  on  the  steel  company's  books  at—      5, 585, 174.  39 

Total  for  distribution 21,  862, 639. 08 

This  committee  would  therefore  recommend  the  declaring  by  the  Carnegie 

Steel  Co.  (Ltd.)  of  a  final  dividend  of  88  per  cent,  or  $22,000,000,  payable  as 

follows : 

To  cover  the  value  of  the  stock  of  the  H.  C.  Frick  Coke  Co.  and 
its  subsidiary  companies  charged  to  partners  In  accordance 
with  the  reorganization  agreement $5,  585, 174. 39 

Three  per  cent  payable  in  cash  on  demand  by  either  "  paid-up  " 
partners  or  "debtor"  partners  whose  interests  were  pur- 
chased not  later  than  Jan.  1,  1899 750,000.  00 
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Balance  payable  at  such  times  and  in  such  installments  as  this 
committee  shall  decide  after  consultation  with  the  principal 
partners  and  the  treasurer $15,  664,  825. 61 

Total 22, 000,  000. 00 

Respectfully  submitted. 

C.  M.  Schwab. 
G.  D.  Packer. 
F.  T.  F.  LovEjoT, 

A.   M.  MOBELAND. 

From  pages  358,  359,  360,  361,  362,  363,  and  364: 

THE  BILLION-DOLLAE  FINALE. 

The  absorption  of  the  Carnegie  by  the  United  States  Steel  Corporation  has 
been  invested  with  much  dignity  and  lofty  circumstances  by  numerous  writers 
in  reviews  and  magazines ;  and  owing  to  its  magnitude,  running  into  hundreds 
of  millions,  the  transaction  has  struck  the  popular  imagination  and  acquired 
a  world-wide  interest.  To  those  who  watched  the  incident  from  the  in.side,  who 
saw  the  framework  of  the  scenery  and  the  elaborate  mechanism  of  the.  stage 
effects,  who  attended  the  rehearsals  and  heard  the  subdued  toues  of  the 
prompter,  there  was  certain  grim  humor  in  a  performance  which  those  in  front 
watched  with  bated  breath.  But  despite  its  lack  of  spontaneity,  the  proceeding 
had  the  dignity  conferred  by  magnitude,  and  its  brilliant  success  made  It  im- 
pressive, even  to  those  who  heard  the  creaking  of  the  machinery. 

The  time  is  not  yet  ripe  for  a  full  find  frank  description  of  the  events  leading 
up  to  this  important  consolidation,  but  a  rought  outline  of  them  may  be  given. 

About  a  year  before  Mr.  Frick  resigned  the  headship  of  the  Carnegie  Steel 
Co.  he  appointed  a  committee,  with  Mr,  Clemson  as  chairman,  to  report  on  a 
project  he  had  formed  of  building  a  tube  works  at  Conneaut,  the  Lake  Brie 
terminus  of  the  Bessemer  Railroad.  There  being  little  freight  from  Pittsburgh 
to  the  lake  port,  the  ore  trains  returned  for  the  most  part  empty,  and  to  utilize 
this  profitless  haul  various  plans  had  been  discussed  by  Mr.  Frick  and  his  col- 
leagues fpr  the  building  of  blast  furnaces  and  other  works  at  Conneaut  that 
would  call  for  Pittsburgh  coal  and  coke.  One  of  these  schemes  is  outlined  In 
the  minutes  of  the  meeting  of  the  board  of  managers  held  on  January  16,  1899, 
previously  quoted,  and  at  the  same  meeting  Mr.  Clemson  made  a  remark  which 
showed  that,  after  making  the  investigation  authorized  by  Mr.  Frick,  he  was 
in  favor  of  also  starting  the  tube  works.  It  is  probable  that  these  works  would 
have  been  built  by  the  Carnegie  managers  but  for  the  attempt  made  the  same 
year  to  sell  out  to  the  Moore  syndicate,  it  being  thought  undesirable  to  an- 
tagonize, while  such  a  deal  was  pending,  the  important  financiers  who  were 
interested  in  the  National  Tube  Co.,  with  which  the  new  works  would  have  come 
into  competition.  But  there  was  no  idea  at  this  timfe  of  holding  the  tube  project 
as  a  threat  over  anybody.  It  was  a  simple  business  plan,  growing  out  of  the 
need  for  filling  the  empty  ore  cars  on  their  return  to  Conneaut. 

After  the  reorganization  of  the  steel  company  consequent  on  the  withdrawal 
of  Mr.  Frick,  it  was  seen  by  Mr.  Carnegie  that  this  tube  project  might  be 
revived  and  utilized  to  force  the  purchase  of  at  least  his  own  holdings  in  the 
Carnegie  Co.,  and  perhaps  of  the  whole  concern.  So  the  plan  was  gone  over 
afresh,  amplified  and  made  definite,  and  then  given  to  the  newspapers  by  the 
Carnegie  press  agent  and  by  Carnegie  interviews.  Thus  it  was  published  the 
length  and  breadth  of  the  country  as  the  settled  purpose  of  the  steel  company. 
Here  are  two  of  these  statements ;  the  first  as  furnished  by  the  Carnegie  press 
agent,  and  the  second  in  a  characteristic  Interview  with  Andrew  Carnegie. 
The  Pickwickian  humor  of  the  latter  will  not  be  lost  on  the  reader  who  recalls 
the  discussion  of  the  Carnegie  managers  in  1899  concerning  the  Conneaut  project, 
quoted  in  the  eighteenth  chapter  of  this  book : 

"  It  has  been  determined  by  the  Catnegle  Co.,  in  order  to  utilize  this  now 
profitless  haul,  to  establish  at  the  lake  terrdinai,  where  it  already  owried  great 
docks  and  has  ample  facilities  for  handling  ore  and  for  the  lake  shlpmfeht  of 
the  finished  product,  and  extensive  pipe  and  tube  manufictriting  plant,  repre- 
senting an  investment  of  $12,000,000.  The  projected  works  will  stretch  over  a 
mile  along  the  lake  front,  and  will  be  the  most  extensive  and  complete  plant 
of  the  kind  in  existence.  Electric  power  will  be  mainly  used  for  driving  the 
machinery,  and  the  system  of  operation  will  be  continuous,  the  ore  being  un- 
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loaded  from  vessels  at  one  end  and  worked  through  successive  stages  of  iron 
and  steel  making  in  a  direct  line  to  the  finished  pipe  and  tube  at  the  other  end." 
(World's  Work.) 

"  Immediately  following  the  Carnegie  Co.  announcement  of  the  location  of  a 
tube  plant  at  Conneaut  Harbor,  Ohio,  rumors  were  set  afloat  throwing  some 
doubt  on  the  sincerity  of  the  company's  intention  to  carry  out  the  announced 
plans.  In  the  iron  trade  there  was  an  attempt  to  find  a  reason  for  the  location 
of  the  plant  at  Conneaut  rather  than  in  the  Pittsburgh  district.  Regarding 
the  reasons  for  going  outside  of  the  Pittsburgh  district  Andrew  Cfarnegie  was 
quoted  last  week  as  follows :  '  In  the.  first  place,  I  am  bound  to  say  that  Con- 
neaut was  not  considered  until  the  Pennsylvania  Railroad,  without  consulting, 
doubled  our  export  rates,  *  *  *  which  led  our  people  to  take  up  the  ques- 
tion. How  can  we  escape  from  the  grasp  of  this  arbitrary  railroad  combination? 
A  study  of  the  subject  convinced  everyone  that  we  could  do  so  by  taking  to 
water.  When  I  returned  from  Europe  it  was  to  find  all  agreed  that  this  was 
the  method  of  relief,  *  *  *  Our  establishment  at  Conneaut  will  benefit 
Pittsburgh,  because  we  shall  give  the  Pittsburgh  railroads  an  object  lesson. 
A  very  small  proportion  of  our  freight  will  go  by  rail  from  these  works.  We 
are  already  in  the  shipping  business,  and  have  only  to  add  half  a  dozen  small 
steamers  to  our  fieet  to  ply  to  the  important  lake  cities,  distributing  steel  and 
loading  up  with  scrap,  of  which  we  shall  use  an  enormous  quantity.' " 

Asked  whether  the  proposed  plant  was  supposed  to  be  a  blow  at  the  National 
Tube  Co.,  Mr.  Carnegie  replied  that  at  one  time  the  original  National  Co. 
purchased  billets  from  his  company,  but  later  decided  to  work  its  own  blast 
furnaces  and  make  its  own  billets.  Continuing,  he  said :  "As  I  understand  the 
policy  of  the  Carnegie  Steel  Co.,  it  is  to  cooperate  in  every  way  with  its  fellow 
manufacturers  in  the  industrial  world,  and  not  to  push  itself  into  any  new 
field,  save  in  self-defense.  We  did  not  leave  the  National  Tube  Co.  They  left 
us,  which  they  had  a  perfect  right  to  do,  of  course.  Now  we  are  ready  to  shake 
hands  and  cooperate  with  them  in  the  most  friendly  spirit.  We  are  better  for 
them  than  a  dozen  small  concerns,  conducted  in  a  sraall,  jealous  way.  We 
believe  there  is  room  enough  for  the  two  concerns."  (iron  Trade  Review, 
January  17,  1901.) 

In  the  conversion  of  the  heathen,  missionaries  have  found  it  useful  to  de- 
scribe the  conditio.n  of  the  damned  before  presenting  a  picture  of  the  joys  of 
the  blessed.  It  was  on  some  stich  principle  that  the  threat  of  industrial  war 
was  thus  made  by  the  Carnegies  before  the  blessings  of  cooperation  and  con- 
solidation were  set  out  before  the  vision  of  the  alarmed  financiers  of  the  coun- 
try. The  panic  produced  by  the  double  threat  of  the  Carnegies  to  build  a  rival 
,tube  works  and  to  enter  into  competition  with  the  great  Pennsylvania  has  been 
graphically  described  by  a  recent  magazine  writer : 

"  Either  project  as  a  threat  would  have  been  alarming.  The  two  together, 
as  imminent  and  assured  accomplishments,  produced  a  panic.  And  a  panic 
among  millionaires,  while  hard  to  produce,  is,  when  once  uhderway,  just  as 
much  of  a  panic  as  is  a  panic  among  geese.  They  ran  this  way  and  that ;  they 
hid  one  behind  another ;  they  filled  the  newspapers  with  their  squawkings ;  they 
reproached,  implored,  accused  each  other.  At  last  they  ran  to  their  master — 
Morgan — and  he  negotiated  with  Carnegie." 

But  the  negotiations  came  later.  They  were  preceded  by  a  bankers'  dinner, 
at  which  were  preached  the  joys  of  industrial  peace.  This  famous  dinner  also' 
grew  out  of  a  previous  incident  connected  with  Mr.  Prick. 

Somewhere  about  the  time  of  the  purchase  of  the  Moore  option  Mr.  Friek  in- 
vited a  number  of  prominent  bankers  to  Pittsburgh,  to  show  them  the  armor- 
plate  vault  that  had  just  been  built  for  the  Union  Trust  Co.  Incidentally  they 
were  given  an  opportunity  of  seeing  the  extent  of  the  iron  and  steel  works  at 
Pittsburgh.  Up  to  that  time  the  resources  of  the  Iron  City  were  but  imper- 
fectly known  in  Wall  Street.  This  visit  showed  that  it  was  the  busiest  place 
in  the  world  and  the  center  of  its  greatest  industry.  Duly  impressed,  the 
bankers  returned  to  New  York,  and  the  courtesies  they  had  received  as  Mr. 
Frick's  guests  were  now  treated  as  a,n  outstanding  asset  of  the  Ca.rnegie  Steel 
Co.  Through  the  influence  of  Mr.  Albert  6.  Case,  credit  agent  of  the  Carnegie 
Co.,  and  that  of  Mr.  Charles  Stewart  Smith,  an  Intimate  friend  of  Andrew 
Carnegie,  arrangements  were  made  with  a  prominent  banker  of  New  York,  who 
had  been  among  those  entertained  by  Mr.  Frick,  to  give  a  return  «inner  ostensi- 
bly in  honor  of  Mr.  Schwab.  This  dinner  was  duly  given,  and,  as  a  spon- 
taneous outburst  of  enthusiasm  for  Mr.  Frick's  earlier  protfegg,  it  has  been 
much  written  about  and  discussed. 
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Mr.  Morgan  attended  the  dinner  and  listened  with  great  interest  to  Mr. 
Schwab's  views  on  industrial  combinations — "  views  apparently  so  large,  so 
wise,  and  so  interesting  that  Jlr.  Morgan  was  strongly  impressed  by  the  speech 
and  the  speaker.  Then  there  began  a  series  of  interviews,  which  eventually 
led  to  the  founding  of  the  L'nited  States  Steel  Corporation,  to  the  realization  of 
Mr.  Carnegie's  desire  to  retire  from  the  control  of  the  business,"  and  to  the 
sale  and  absorption  of  the  Carnegie  Co.  It  was  the  most  masterly  piece  of 
diplomacy  in  the  history  of  American  industry,  and  formed  a  fitting  climax  to 
Andrew  Carnegie's  romantic  business  career. 

The  further  story  of  the  merger  has  been  told  a  hundred  times,  and  need  not 
be  repeated  here.  The  part  of  the  Carnegies  in  it  is  indicated  in  the  following 
letter  to  stockholders,  now  first  published: 

The  Carnegie  Co., 
Pittsburgh,  Pa.,  March  9,  1901. 

(Personal  and  confidential.) 

Dear  Sir:  To  facilitate  the  exchange  of  the  stock  of  the  Carnegie  Co.  for 
stock  of  the  United  States  Steel  Corporation,  the  undersigned,  at  the  request  of 
a  ma,iority  of  the  stockholders,  have  agreed  to  act  as  a  committee,  on  behalf  of 
their  fellow  stockholders,  to  receive  certificates  of  stock  of  the  Carnegie  Co. 
and  to  make  the  exchange  for  shares  of  preferred  and  common  stock  of  the  new 
company. 

You  are  therefore  requested,  if  you  desire  to  exchange  your  stock  and  to  have 
this  committee  act  for  you,  to  deliver  the  certificates  of  stock  of  the  Carnegie 
Co.  held  by  you  to  W.  W.  Blackburn,  who  will  deliver  to  you  the  receipt  of  the 
committee  therefor.  Such  certificates  must  be  indorsed  in  blank  (or  may  be 
accompanied  by  separate  powers  of  attorney),  with  the  names  of  the  under- 
signed inserted  as  attorneys  in  fact,  with  power  to  them  or  any  two  of  them  to 
transfer  the  said  shares  upon  the  books  of  the  company ;  proper  revenue  stamps 
to  be  attached.     The  receipt  appended  hereto  will  then  be  signed. 

The  basis  of  exchange  is  as  follows : 

One  share  of  the  Carnegie  Co.  stock  (par  value  $1,000)  to  receive  of  the 
United  States  Steel  Corporation  stock  15.3558  shares  of  7  per  cent  cumulative 
preferred,  par  value  $100 — $1,535.58;  14.1061  shares  common,  par  value  $100 — 
$1,410.61.  No  scrip  will  be  issued  for  fractional  shares,  but  exchange  will  be 
arranged  at  the  rate  of  $100  per  share  for  preferred  and  $50  per  share  for 
common,  viz : 

Where  a  depositor  is  entitled  to  less  than  one-half  of  one  share  of  preferred 
or  common  stock,  he  will  receive  cash  for  same;  and  where  entitled  to  more 
than  one-half  of  one  share  of  preferred  or  common  stock,  he  will  be  allotted 
and  required  to  pay  for  the  fractional  share  at  the  above  rate. 

A  deposit  of  stock  with  the  committee  will  constitute  an  acceptance  of  the 
above  terms  by  the  depositor. 

Tours,  respectfully,  C.  M.  Schwab, 

L.  C.  Phipps, 
W.   W.   Blackburn, 

Committee. 

Had  all  the  stockholders  been  subject  to  these  terms  it  would  have  meant 
that  the  $160,000,000  of  the  Carnegie  Co.'s  stock  would  have  been  exchanged 
for  the  TTuited  States  Steel  Co.'s  stock  as  follows : 

7  per  cent  cumulative  preferred $240,  569, 280 

Common    stock 225,697,760 

466,  267, 040 
Add  $160,000,000  bonds  exchanged  for  the  same  amount  of  Car- 
negie bonds 160, 000, 000 

Total 1_-     626, 267, 040 

As  a  matter  of  fact,  however,  Andrew  Carnegie,  Mrs.  Lucy  C.  Carnegie,  and 
George  Lauder  were  paid  entirely  in  United  States  Steel  Co.  bonds  at  the  rate 
of  $1,500  per  share.  Thus  for  96,000  shares  of  stock  in  the  Carnegie  Co.  they 
received  $144jOOO,000  in  bonds  of  the  United  States  Steel  Corporation.  The 
balance  of  the  $304,000,000  bond  issue  of  the  latter,  or  $160,000,000,  was  ex- 
changed at  par  for  the  $160,000,000  bond  issue  of  the  Carnegie  Co. 

For  the  balance  of  the  stock  of  the  Carnegie  Co.,  i.  e.,  64,000  shares,  was 
Issued  $98,277,120  In  preferred  stock  and  $90,279,040  In  the  common  stock  of 
the  United  States  Steel  Corporation. 
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At  the  time  of  purchase  the  bonds  and  the  preferred  stock  were  considered 
worth  par  and  the  common  stock  50,  making  the  total  amount  paid  at  that 
time  $447,416,640.  Add  to  this  the  $22,000,000  dividend  paid  to  Carnegie  stock- 
holders the  previous  year  in  adjustment  of  values  in  the  consolidation  of  the 
coke  and  steel  properties,  and  we  reach  the  total  cash  value  of  the  business 
to  which  Kloman's  little  forge  had  grown  in  40  years. 

Mr.  Young.  How  did  you  obtain  these  original  documents  for  use 
in  this  book  ? 

Mr.  Bridge.  They  were  given  to  me  by  officers  of  the  Carnegie  Steel 
Co.,  who  considered  that  they  had  th?  right  to  give  them  to  me  for 
publication. 

Mr.  Young.  Were  they  given  to  you  for  the  purpose  of  compiling 
this  book? 

Mr.  Bridge.  Yes,  sir.    They  knew  what  I  was  doing. 

Mr.  Young.  And  who  were  these  officials? 

Mr.  Bridge.  If  the  committee  will  excuse  me,  I  would  rather  not 
name  them. 

Mr.  Young.  Did  this  book  grow  out  of  the  controversy  between  Mr. 
Frick  and  Mr.  Carnegie? 

•Mr.  Bridge.  No,  sir;  not  at  all.    It  had  nothing  to  do  with  it. 

Mr.  Young.  But  it  was  published  subsequently  ? 

Mr.  Bridge.  Yes. 

Mr.  Young.  Were  those  gentlemen  to  whom  you  refer  officials  of 
the  Carnegie  Co.  at  the  time  that  they  delivered  these  things  to  you  ? 

Mr.  Bridge.  Some  of  them  were. 

Mr.  Young.  Some  of  them  were  not? 

Mr.  Bridge.  Some  of  them  were  not ;  had  retired  from  the  business. 

Mr.  Young.  Were  these  things  given  with  the  consent  and  knowl-> 
edge  of  the  company  as  a  company  ? 

Mr.  Bridge.  As  a  company  the  officials  of  the  Carnegie  Steel  Co. 
refused  to  give  me  any  information,  and  practically  challenged  me  to 
write  a  book  without  their  assistance.  Then,  afterwards,  some  of  the 
same  men  privately  gave  me  documents.  That  is  the  reason  I  do  not 
Avish  to  name  them. 

Mr.  Young.  All  right. 

Mr.  Beall.  Had  you  begun  the  preparation  of  this  work  before  the 
controversy  came  up,  if  there  was  one,  between  Mr.  Carnegie  and  Mr. 
Frick? 

Mr.  Bridge.  This  work  was  done  four  or  five  years  later. 

The  Chairman.  That  is  all.    Thank  you. 
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•    Exhibit  Offeeed  by  Mb.  Young. 

[Statistical  abstract  of  the  United  States,  1897.] 
PEICES   OF  DOMESTIC   IBON. 

Wo.  132. — Prices  of  pig  iron,  rolled  iar  iron,  iron  and  steel  rails,  steel  hilleis, 
per  ton,  and  of  cut  and  wire  nails,  per  keg  of  100  pounds,  from  1852  to  1897. 

[Furnished  by  the  American  Iron  and  Steel  Association.) 


Pig 

iron. 

Bariror 

,roUed. 

Steel 
biUets.2 

Rails.' 

Nails. 

Calendar 
year. 

No.  1 
foun- 
dry.! 

Gray 
forge.' 

Gray 
forge 
lake 
ore.2 

Besse- 
mer.J 

Best 

re- 

flned.s 

Best 

re- 

fined.2 

Iron 
stand- 
ard sec- 
tions. 

Steel 
stand- 
ard sec- 
tions. 

Cut.' 

Wire." 

1862 

J22. 63 

$58. 79 

$48.38 

$3.13 

1853 

36.12 
36.88 
27.75 

83.50 
91.33 
74.68 

77.25 
80.13 
02.88 

4.85 
4.76 
4.10 

1854 



1855 

1856       .     . 

27.12 
26.38 
22.25 
23.38 
22.75 
20.26 
23.88 

73.75 
71.04 
62.29 
60.00 
58.76 
60.83 
70.42 

64.38 
64.25 
50.00 
49.38 
48.00 
42.38 
41.75 

3.92 
3.72 
3.53 
3.86 
3.13 
2.76 
3.47 

1857 

1868 

1859 

I860 

1861  

1862 

1863 

35.25 

91.04 

76.88 

6.13 

1864 

69.26 
46.12 
46.88 

146.  46 
106.38 
98.13 

126.  00 
98.63 
86.75 

7.85 
7.08 
6.97 

1866 

1866 

1867     . . . 

44  12 

87.08 

83.13 

'iioe.  66 

5.92 



1868 

39.25 
40.63 
33.25 
35.12 
48.88 
42.75 

85.63 
81.66 
78.96 
78.54 
97.63 
86.43 

78.88 
77.26 
72.25 
70.38 
85.13 
76.67 

158.50 
132.25 
106.  7-5 
102.  50 
112.00 
120.50 

5.17 
4.87 
4.40 
4.62 
5.46 
4.90 

1809 

1870 

1871 

1872  

1873 

S35. 80 

1874....... 

30.25 

27.16 

67.95 

58.75 

94.25 

3.99 

1875 

25.50 
22.25 
18.88 
17.63 
21.50 
28.50 
25.12 
25.75 

■$22'66' 

23.67 
21.74 
20.60 
18.09 
22.15 
27.98 
22.94 
23.84 

60.85 
52.08 
45.65 
44.24 
61.85 
60.38 
58.05 
61.41 

47.76 
41.25 
35.25 
33.75 
41.26 
49.26 
47.13 
45.50 

68.75 
59.25 
46.50 
42.26 
48.25 
67.50 
61.13 
48.50 

3.42 
2.98 
2.57 
2.31 
2.69 
3.68 
3.09 
3.47 

1876 

1877 

1878 

1879     ...  . 

1880 

1881  

1882 

$54.61 

1883 

22.38 

19.33 

19.04 

50.30 

44.24 

) 

37.75 

3.06 

1884 

19.88 

17.71 

17.17 

44.05 

38.45 

) 

30.75 

2.39 

1885 

18.00 

15.58 

15.27 

40.32 

36.69 

1 

28.50 

2.33 

1886 

18.71 

16.40 

16.58 

18.96 

43.12 

38.08 

31.75 

) 

34.50 

2.27 

1887 

20.92 

17.79 

19.02 

21.37 

49.37 

43.59 

32.55 

) 

37.08 

2.30 

»$3.15 

1888 

18.88 

16.21 

15.99 

17.38 

44.99 

39.67 

28.78 

\ 

29.83 

2.03 

2.55 

1889 

17.75 

15.48 

15.37 

18.00 

43.40 

38.30 

29.45 

) 

29.25 

2.00 

2.49 

1890 

18.40 

15.82 

15.78 

18.86 

46.92 

41.25 

30.32 

( 

) 

31.75 

2.00 

2.51 

1891 

17.52 

14.52 

14.06 

15.96 

42.56 

38.38 

25.32 

} 

) 

29.92 

1.86 

2.04 

1892 

15.75 

13.64 

12.81 

14.37 

41.81 

36.79 

23.63 

( 

1 

30.00 

1.83 

1.70 

1893 

14.52 

12.73 

11.77 

12.87 

38.08 

33.53 

20.44 

( 

) 

28.12 

"1.44 

1.49 

1894 

12.66 

10.73 

9.75 

11.38 

29.96 

26.86 

16.68 

( 

1 

24.00 

10  1.08 

1.11 

1895 

13.10 

11.49 

10.94 

12.72 

32.29 

28.09 

18.48 

( 

) 

24.33 

W1.47 

1.69 

1896 

12.95 

11.09 

10.39 

12.14 

31.36 

27.22 

18.83 

( 

} 

28.00 

"2.32 

8  2.50 

1897 

12.10 

10.48 

9.03 

10.13 

29.40 

24.73 

15.08 

( 

' 

19.58 

'"1.47 

"1.48 

i;At  Philadelphia. 

'  At  Pittsburgh. 

2  From  store  at  Philadelphia. 

'  At  mills  in  Peimsylvanla. 

» Wholesale  base  prices  at  store,  Philadelphia.      . 

!  Base  prices  from  factory,  f.  d.  b.  Chicago,  in  carload  lots. 

'  First  made  in  commercial  quantities  in  the  United  States  in  1867. 

8  Superseded  by  the  manufacture  of  steel  rails. 

« Not  made  in  commercial  quantities  in  the  United  States  before  1887. 

■«  Prices  based  on  a  new  classification  adopted  in  1893,  the  base  price  and  schedule  of  extras  being  changed 
to  correspond  with  the  wire-nail  schedule.  In  December,  1896,  the  schedule  for  cut  and  wire  nails  was  again 
changed. 


17042— No.  36— ]  2 11 


2627 


2628 


UNITED   STATES   STEEL   CORPORATION. 


No.  25i. — Pig  iron,  rolled  iar  iron,  iron  and  steel  rails,  steel  billets,  per  long 
ton,  and  out  and  wire  nails,  per  keg  of  100  pounds;  annual  average  prices, 
1S98  to  1910. 

(Fumislied  by  the  American  Iron  and  Steel  Association.] 


Pig  iron. 


Bar  iron,  rolled. 


Calendar  year. 


IS'J'J 
1900, 
1901. 
1902, 
1903 
1904, 
1905 
1906 
1907, 
1908, 
1909, 
1910, 


Best       Best 


No  1  '^'■"y 

foim       *^™y      'o'Se      Besse-  , 

d^.   ^  '°^8«-'  :    '»;^«,       "^''^     tald.3  :  flned.' 


S11.60 
19.36  1 
19.98 
15.87 
22.19 
19.92 
15.67 
17.88 
20.98 
23.89 
17.70 
17.81 
17.36 


S10.23 
16.60 
16.49 
14.08 
19.20 
17.13 
13.67 
15.68 
17.79 
21.06 
15.72 
16.13 
15.72 


$9.18 

16.72 

16.90 

14.20  ' 

19.49 

17.52 

12.89 

15.62 

18. 19 

21.52 

15.23 

15.55 

15.24 


.510.33 
19.03 
19.49 
15.93 
20.67 
18.98 
13.76 
16.36 
19.54 
22.84 
17.07 
17.41 
17.19 


S2S.06 
46. 29 
44.00 
41.16 
47.79 
44.83 
38.49 
42.97 
44.28 
47.30 
38.12 
39.33 
41.37 


S23.93 
43.75 
48.12 
40.38 
43.63 
39.59 
83.17 
41.89 
43.21 
43.49 
36.75 
36.40 
36.87 


Steel 
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«ails, 
steel 

stand- 
ard 
sec- 
tion.' 


$15.31 
31.12 
26.06 
24.13 
30.57 
27.91 
22.18 
24.03 
27.45 
29.25 
26.31 
24.62 
26.38 


$17. 
28. 
32, 
27. 
28. 
28. 
28. 
28, 
28. 
28. 


Nails. 


Cut.s 


'$1.31 
2.21 
2.46 
2.29 
2.29 
2.36 
2.01 
2.00 
2.13 
2.36 
2.20 
2.05 
2.10 


Wire.' 


$1.45 
2.60 
2.76 
2.41 
2.15 
2.13 
1.96 
1.93 
1.98 
2.18 
2.17 
2.00 
1.96 


1  At  PMadelphia. 

'  At  Pittsburgh. 

3  Net  price  from  store  at  Philadelphia. 

<  At  mills  in  Pennsylvania.    First  made  in  commercial  quantities  in  the  United  States  in  1867. 

5  Wholesale  base  prices  at  store,  Philadelphia. 

'  Base  prices  from  factory  I.  o.  b.  Chicago,  in  carload  Ipts. 

'  Prices  based  on  a  new  classification  adopted  in  1893,  the  base  price  and  schedule  of  extras  being  changed 
to  correspond  with  the  wire-nail  schedule.  In  December,  1896,  the  schedule  for  cut  and  wfre  nails  was  again 
changed. 

From  the  report  of  the  American  Iron  and  Steel  Association  for  1907  with 
additions  by  said  association  for  subsequent  years. 

STEEL   RAILS. 

The  following  table  gives  the  annual  production  In  gross  tons  of  Bessettier 
steel  rails  in  the  United  States  from  1867  to  1910,  together  with  their  average 
annual  price  at  the  works  in  Pennsylvania  and  the  rates  of  duty  imposed  lit 
various  periods.  Prices  are  in  currency.  The  premium  on  gold  ended  on  Jniln- 
ary  1,  1879 : 


Years. 


1867, 
1S6S. 
1889. 
1870. 
1871. 
18T2. 
1873. 
1874. 
1875. 
1876. 
1877. 
18T8. 
1879. 
1880. 
1881. 
1882. 
1883. 
1884, 
1886. 
1880. 
1887. 
1888. 
1889. 
1890 
1891 
1892. 
1893. 


Gro.^s  ton«. 

Price, 

2,277 

Slb6. 00 

6,451 

168.  46 

8,616 

132. 19 

30,357 

106. 79 

34,152 

102.52 

83,991 

111.94 

115,192 

120.58 

129,414 

94.28 

259,699 

68.75 

368,269 

59.25 

385,865 

45.68 

491,427 

42.21 

610,682 

48.21 

852,196 

67.62 

1,187,770 

61.08 

1,284,067 

48.50 

1,148,709 

37.75 

996,983 

30.75 

959,471 

28.62 

1,674,703 

34.62 

2,101,904 

37.08 

1,386,277 

29.83 

1,610,057 

29.25 

1,867,837 

31.78 

1,293,063 

39.92 

1,537,588 

30.00 

1, 129,  400 

28.12 

Duty. 


46  per  cent  ad  valorem  to  Jan.  1, 1871. 


♦28  per  ton  from  Jan.  1,  1871,  to  Aug.  1,  1872;  $25.20  from 
Aug.  1, 1872,  to  Mar.  3, 1875;  $28  from  Mar.  3, 1875,  to  July 
1,1883. 


$17  per  ton  from  July  1, 1883,  to  Oct.  6, 1890. 


tl3.44  per  ton  from  Oct.  6, 1890,  to  Aug.  28, 1894. 
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Years. 

Grosi;  tons. 

Price. 

Duty. 

1894 

1,016,013 
1,299,628 
1,116,958 
1,644,520 
1,976,702 
2,270,585 
2,383,654 
2,870,816 
2,935,392 
2,946,766 
2, 137, 957 
3,192,3*7 
3,791,459 
3,380,025 
1,349,163 
1,767,171 
1,884,442 

J24.00 
24.33 
28.00 
18.76 
17.62 
28.12 
32.29 
27.33 
28.00 
28.00 
28.00 
28.00 
28.00 
28,00 
28.00 
28.00 
28.00 

J7.84  per  ton;irom;Aug.  28,'1894,  to  Aug.'6, 
S3.9:  pel-  ton  from  Aug.  6, 1909. 

1896 

189C 

1897 

1898 .'... 

1899 

1900 

1901 

1909. 

1902 

1903  . 

1904 

1906 

1906 

1907 

1900 

1910 

MeMOBANDTJM    as    to    SotTHOE    OF    FOLLOWING    TABLES. 

1 .  For  the  production  of  tin  plates  and  terne  plates  in  the  United  States  from 
1891  to  1909  see  the  annual  report  of  the  American  Iron  &  Steel  Association  for 
1909,  part  II,  pages  8-9.  A  copy  is  sent  therewith.  Figures  for  1910,  collected 
by  the  association,  have  been  added  to  the  table.  For  1910  figures,  see  page 
83  of  the  association's  report  for  1910.  Copies  of  the  report  of  Col.  Ira  Ayer, 
who  collected  the  tinplate  statistics  for  the  Treasury  Department,  from  July  1, 
1891,  to  June  30,  1897,  can  probably  be  had  at  Washington.  Our  files  of  his 
reports  are  not  now  complete.  As  stated  on  page  8,  part  II,  of  the  annual 
report  of  the  American  Iron  &  Steel  Association  for  1909,  tinplate  statistics 
from  July  1,  1897,  have  been  complied  chiefly  from  the  records  of  the  American 
Iron  &  Steel  Association. 

2.  For  the  table  by  W.  Fellows  &  Co.,  giving  the  highest  and  lowest  prices 
of  tin  plates  at  Liverpool  from  1863  to  1892,  see  p.ige  56  of  the  annual  report 
of  the  American  Iron  &  Steel  Association  for  1892,  sent  herewith. 

3.  For  the  table  giving  the  highest  Jind  lowest  prices  of  foreign  tin  plates 
at  Philadelphia  or  New  York  from  1869  to  1891,  prepared  by  the  N.  &  G.  Taylor 
Co.,  of  Philadelphia,  see  the  minority  report  of  the  Ways  and  Means  Com- 
mittee of  the  House  of  Representatives,  Fifty-second  Congress,  first  session — 
Report  1040,  part  II,  pages  17-18,  dated  April  25,  1892,  to  accompany  H.  R. 
8033.  Unfortunately  I  have  but  one  copy  of  this  report.  Tou  can  probably 
obtain  a  copy  at  the  House  library  or  at  the  document  room. 

4.  For  the  table  giving  the  prices  of  foreign  tin  plates  at  New  York  and  St. 
Louis  from  1878  to  1891,  see  page  21  of  a  letter  from  tlje  American  Iron  & 
Steel  Association  to  Senator  Aldrich,  dated  September  18,  1891.  Title  of 
pamphlet,  "The  Iron  and  Steel  Industries  of  the  United  States."  Copy  sent 
herewith. 

5.  For  the  table  giving  the  average  yearly  prices  of  foreign  tin  plates  at  >'e\v 
York  fix)m  1890  to  1898,  see  p'bge  47  of  the  annual  report  of  the  American 
Iron  &  Steel  Association  for  1»10. 

6.  For  the  table  giving  the  prices  of  domestic  tin  plates  at  mills  in  Pennsyl- 
vania from  1899  to  1910,  see  page  47  of  the  annual  report  of  the  American  Iron 
&  Steel  Association  for  1910. 


TIN  PLATES  AND  TEKNE  PLATES. 

The  following  table  gives  the  production  of  both  tin  plates  and  terne  plates 
in  the  United  States  from  the  beginning  of  the  industry  in  1891  to  the  end  of 
1910.  From  July  1,  1891,  to  June  .30.  1897.  the  statistics  were  collected  by  Col. 
Ira  Ayer  for  the  Treasury  Department.  On  the  latter  date  the  department 
abandoned  the  collection  of  these  statistics.  From  July  1,  1897,  to  December 
31,  1910,  the  statistics  have  been  compiled  from  reliable  sources  of  information, 
but  chiefiy  from  the  records  of  the  American  Iron  &  Steel  Association.  For 
1900  the  figures  are  for  the  census  year  ending  on  May  31,  and  for  1904  they 
are  for  the  census  year  ending  on  December  31,  the  statistics  of  both  tin  plates 
and  terne  plates  for  these  two  years  having  been  collected  by  the  Bureau  of 
the  Census.  The  production  of  tin  dipping  plants  is  included  In  the  figures 
for  all  years.. 
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Years. 


Tin  plates. 


1891  (second  6  months) . 

1892  (calendar  year) 

1893 

1894 

1895 

1896 

1897  (first  6  months) 

1897  (second  6  months) . 

1898  (calendar  year) 

1899. 


1900  (census  year  ending  May  31). 

1901  (calendar  year) 

1902 


Pounds. 

368,400 
13,921,296 
64,636,209 
102,223,407 
165,927,907 
270,151,785 
203,028,258 


Temeplates. 


707,718,239 


-1 


867,526,985 


1903. 

1904  (census  year  ending  Dec.  31). 

1905  (calendar  year) 

1906 '    1, 100, 373, 000 

1907.  

1908. 
1909. 
1910. 


998,650,000 
1,048,896,000 
1,179,858,000  I 
1,450,821,000  I 


Pounds. 
1,868,343 
28,197,896 
59,070.498 
64,120,002 
88,683,488 
89,058,013 
49,545,643 


141,285,783 


158,857,1 


193,367,000 
156,447,000 
154,179,000 
190,930,000 
168,184,000 


Total. 


Pounii. 

2,236,743 

42,119,192 

123,606,707 

166,343,409 

254,611,396 

369,209,798 

262,673,901 

322,205,619 

732,289,600 

808,360,000 

849,004,022 

894,411,840 

806,400,000 

1,075,200,000 

1,026,384,861 

1,105,440,000 

1,293,740,000 

1,153,097,000 

1,203,076,000 

1,370,788,000 

1,619,005,000 


In  the  following  table  we  have  reduced  to  gross  tons  the  figures  in  the  last 
column  of  the  above  table,  which  give  the  total  production  of  tin  plates  and 
temeplates  from  1891  to  1910. 


Years. 


1891  (last  6  months) 

1892 

1893 

1894 

1895 

1896 

1897 

1898..... 

1899 

1900  (census  year  ending  May  31) 


Gross  tons. 

Years. 

(Jross  tons. 

999 

1901 

399,291 

18, 803 

1902 

360,000 
480,000 

55, 182 

1903 

74,260 
113,666 

1904  (census  year  ending  Dec.  31) 

1905.  . 

468,208 
493, 600 

160,362 

1906 

677,562 
614,776 

256,598 

1907 

326, 915 

1908 

637,087 

360,875 

1909 

611,959 
722, 770 

379, 020 

1910.   . 

PBICE   OF   FOREIGN    TIN    PLATES. 


The  duty  of  2.2  cents  per  pound  in  the  tariff  of  1890  having  established 
our  tin-plate  Industry  on  a  permanent  basis,  as  is  shown  by  the  statistics  of 
production,  the  effect  of  this  and  subsequent  protective  duties  on  the  prices 
of  tin  plates  to  consumers  may  next  be  considered.  We  submit  herewith  a 
series  of  tables  which  we  have  compiled  from  authentic  sources,  giving  the 
prices  at  which  tin  plates  of  both  domestic  and"  foreign  manufacture  have  been 
sold  before  and  after  the  tin-plate  industry  was  established  in  this  country. 
The  figures  we  shall  give  do  not  relate  to  terne  plates. 

We  will  give  first  the  prices  prevailing  abroad  before  our  tin-plate  industry 
obtained  a  foothold.  The  following  table  presents  the  highest  and  lowest 
yearly  prices  of  I.  C.  coke  tin  plates,  per  box  of  about  108  pounds,  at  Liverpool 
from  1863  to  1892,  as  reported  by  W.  Fallows  &  Co.,  of  Liverpool,  iron  and 
steel  merchants  of  long  experience  and  establised  reputation : 
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Years. 

Lowest 
price. 

Highest 
price. 

Years. 

Lowest 
price. 

Lowest 
price. 

1863 

£    s.    d. 
1    02    03 
1    04    00 
1    02    00 
1    04    06 
1    01    06 
1    01    06 
1    03    06 
1    03    00 
1    04    06 
1    08    06 
1    10    00 
1    09    00 
1    01    00 
0    19    06 
0    17    00 

£    «.    d. 
1    05    06 
1    06    00 
.1    06    06 
1    06    06 
1    04    06 
1    04    00 
1    04    00 
1    04    06 

1  08    06 

2  02    00 
1    17    00 
1    12    06 
1    11    00 
1    01    00 
0    18    09 

1878 

£    s.    d. 
0    13    00 
0    14    06 
0    14    06 
0    14    06 
0    15    00 
0    15    06 
0    14    00 
0    12    06 
0    12    03 
0    12    09 
0    13    03 
0    12    09 
0    13    06 
0    12    06 
0    12    00 

£    s.    d. 
0    16    09 

1864     .. 

1879 

1    03    00 

1865 

1880 

1    10    00 

1866 

1881 

0    17    09 

1867 

1882 

0    18    00 

1868 

1883 

0    16    03 

1869  ... 

1884 

0    15    06 

1870 

1885 

0    15    00 

1871 

1886 

0    14    00 

1872       .              

•  1887 

0    15    00 

18T3 

1888 

0    15    06 

1874 

1889 

0    IS    09 

1890 

0    18    00 

1876       .                 

1891....- 

0    17    06 

1892 

0    12    09 

A  study  of  the  above  table  shows  that  the  price  of  tin  plates  at  Liverpool  from 
1863  to  1892  was  often  above  $5  per  box  of  108  pounds,  occasionally  above  $6 
and  $7  per  box,  and  once,  in  1872,  the  price  rose  to  $10.  Sometimes,  through 
trade  wars,  prices  fell  to  $4  and  even  to  $3.  But  for  10  years  at  a  time  the 
price  was  above  $5.  These  prices,  it  must  be  remembered,  were  in  Liverpool, 
to  which,  if  the  tin  plates  were  exported  to  this  country,  would  be  added  freight 
and  duty  and  other  charges. 

The  following  table  was  prepared  by  the  N.  &  G.  Taylor  Co.,  importers,  of 
Philadelphia,  in  April,  1892,  and  is  contained  in  the  minority  report  of  the 
Ways  and  Means  Committee  submitted  to  the  House  of  Representatives  on 
April  25,  1892.  It  gives  the  prices  of  foreign  tin  plates  at  Philadelphia  from 
1869  to  1891. 


Years. 

Melyn  grade  tin  plates. 

Coke  tin  plates. 

Higliest. 

Lowest. 

Highest. 

Lowest. 

1869 

S9.00 
9.00 
9.37 
13.75 
12.50 
11.00 
10.00 
7.62 
6.87 
6.12 
8.37 
10.00 
6.62 
6.50 
6.37 
6.00 
6.75 
6.76 
6.12 
6.12 
6.37 
6.50 
7.00 

$8.26 
8.26 
8.26 
9.60 
9.75 
9.62 
7.60 
7.00 
6.12 
5.87 
6.87 
6.00 
6.00 
6.26 
6.26 
5.76 
5.60 
5.60 
6.60 
5.37 
6.60 
6.12 
6.60 

$7.25 
7.76 

$7.00 

1870. .                   

7.nn 

1871 

8.37  1               7.12 

1872 

12.60  ;                8.25 

1873                                  

10.60  1               9.60 

1874 .^ 

8.75  1               7.60 

1875                          

7.87  1               6.26 

1876                                           ... 

6.62  ,               .S.87 

1877               

6.00 
6.37 
7.60 
8.62 

5.37 

1878                                 

4.62 

1879 

4.87 

1880                             

4.87 

1881 

6.57 

.      4.87 

1882                                 

6.60  '               4.87 

1883                

6. 12  '               4. 87 

1884                                 

4.87                 4.60 

1885  

4.75                 4.26 

1886                                 

4.75                 4.26 

1887      

4.75  1               4.26 

1888                    

4.  76                 4. 37 

1889    

6. 12                 4. 37 

1890                                  : 

6.  76                 4.  60 

1891 

6.87                 5.12 
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The  following  table  gives  the  prices  actually  paid  at  New  York  and  St. 
Louis  by  consumers  of  foreign  tin  plates  from  1878  to  1891.  The  prices  are  per 
box  of  108  pounds,  and  are  for  an  average  grade  of  Melyu  charcoal  tin  plates 
and  an  average  grade  of  Grafton  or  J.  B.  coke  tin  plates : 


Years. 

Pritx>s  at  New  York.  , 

Prices  at  St.  Louis. 

Charcoal. 

Coke. 

Charcoal 

Coke. 

1878                                   

$6.87J 
8.26 
9.00 
7.26 
7.00 
6.76 
6.60  • 
6.25 
6.15 
6.26 
6.25 
6.40 
6.80 
7.00 

56.12 
7.37 
8.12 
6.  SO 

1879             ^.  - . 

$7.25 
8.00 
6.40 
6.20 
6.00 
6.65 
5.35 
5.25 
5.50 
5.45 
6.45 
6.06 
6.20 

$6.25 
8.75 
5.46 
5.30 
5.10 
4.70 
4.40 
4.30 
4.60 
4.66 
4.56 
5.15 
5.30 

1880                    

1881                                                        .          

1882 

6.25 

1883                  

6.00 

1884                                                                                -   .   - 

5.50 

1886 

5.2.5 

1886                 .              .   .                               -                   

5.25 

1887 

5.40 

1888      

6.60 

1889                 ... 

5.80 

1890 

5.8S 

1891                 

6.00 

The  above  prices  are  for  foreign  tin  plates  to  consumers  in  this  country.  It 
will  be  noticed  that  in  no  year  from  1878  to  1901  did  the  price  of  coke  tin  plates 
at  New  York  fall  below  $4.30  per  box,  and  that  the  price  was  for  several  years 
above  $5,  and  in  two  years  above  $6,  per  box. 

For  a  few  years  after  the  enactment  of  the  McKlnley  tariff  of  1890,  the  tin- 
plate  provisions  taking  effect  in  1891,  the  prices  of  foreign  tin  plates  in  our 
markets  were  maintained  at  about  $5  per  box,  usually  above  $5,  but  when  it 
became  apparent  to  the  foreign  manufacturers  tliat  our  tin-plate  industry  had 
come  to  stay  their  price  was  reduced  in  1895  a  full  dollar  per  box,  falling  below 
$4.  The  following  table  gives  the  average  yearly  prices  of  Imported  coke 
Bessemer  tin  plates,  I.  C,  14  by  20,  per  box  of  108  pounds,  at  New  York,  freight 
and  duty  paid,  from  1890  to  1898: 


Years. 

Price. 

.S4. 80 
6.34 
5.30 
5.37 
4.89 

Years. 

Price. 

1S90 

1891 

1805 

1896 

1897 

1898 

$3.87 

3.80 

1892 

1893 

3.90 

4.00 

1894 

PBICES   OF  DOMESTIC   TIN   PLATES. 

Now,  we  come  to  the  prices  of  domestic  tin  plates.  Did  our  tin-plate  manu- 
facturers increase  the  cost  of  tin  plates  to  consumers  after  a  protective  duty 
was  imposed?  On  the  contrary,  they  have  greatly  reduced  the  cost,  while 
assuring  to  consumers  a  more  uniformly  excellent  quality  of  tin  plates  than 
when  these  consumers  were  dependent  upon  foreign  manufacturers.  This  they 
have  done  for  20  years.  Unfortunately,  only  fragmentary  quotations  of  do- 
mestic tin  plates  in  the  early  years  of  their  manufacture  are  available,  but  the 
following  details  wiU  show  that,  in  comparison  with  the  New  York  prices  of 
foreign  tin  plates  above  given,  our  manufacturers  sold  their  tin  plates  at  remark- 
ably low  prices.  New  industries  are  always  operated  at  a  greater  cost  at  the 
beginning  than  is  required  after  they  have  been  in  operation  a  few  years. 
From  1890  to  1895  the  prices  charged  for  domestic  tin  plates  and  terne  plates 
were  approximately  the  same  as  those  which  prevailed  for  the  foreign  product, 
the  domestic  manufacturer  simply  meeting  the  prices  charged  by  his  foreign 
competitor. 

From  a  leading  New  York  commission  house  we  learn  that  the  price  actually 
paid  at  New  York  for  Bessemer  coke  tin  plates  of  domestic  manufacture  on 
October  24,  1892,  was  $5.20  per  box  of  108  pounds  and  $4.97  per  box  of  100 
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pounds.  The  black  plates  were  manufactured  in  the  West,  and  the  tinning 
was  done  In  the  Bast.  In  May,  1893,  the  price  was  $5.15  per  box  of  108  pounds 
and  $4.95  per  box  of  100  pounds;  and  in  October,  1893,  It  was  $5  per  box  of 
108  pounds  and  $4.77  per  box  of  100  pounds.  In  November,  1893,  the  price  at 
Pennsylvania  mills  was  $4.75  per  box  of  100  pounds.  On  December  7,  1898,  it 
was  $4.95  per  box  of  108  pounds  and  $4.80  per  box  of  100  pounds.  In  December 
of  the  same  year  it  was  $4.85  per  box  of  108  pounds.  On  January  28,  1895, 
it  was  $3.60  per  box  of  108  pounds  and  $3.45  per  box  of  100  pounds.  To  these 
prices  15  cents  for  freight  to  New  York  would  be  added. 

William  TJ.  PoUansbee,  secretary  and  treasurer  of  the  Follansbee  Bros.  Co., 
of  Pittsburgh,  advises  us  that  in  each  of  the  last  six  months  of  1892  the  price 
of  Bessemer  coke  tin  plates  was  $5.50  per  box  of  100  pounds,  f.  o.  b.  at  mill 
near  Pittsburgh,  and  that  the  price  for  the  same  grade  of  tin  plates  in  1893 
was  $5.50  per  box  in  March,  $5.20  per  box  In  June,  and  $4.90  per  box  in  Sep- 
tember, and  that  in  December,  1894,  it  was  $3.70  per  box.  Beginning  early  in 
1895  a  sufficient  number  of  American  mills  were  in  operation  to  make  a  definite 
market  for  coke  tin  plates.  From  February  to  October  of  that  year  these  tin 
plates  were  obtainable  -at  $3.47i  per  box  of  100  pounds,  f.  o.  b.  at  mill  near 
Pittsburgh,  with  a  still  lower  price  of  $3.35  per  box  in  December,  1895. 

According  to  the  Iron  Age  the  average  wholesale  price  of  American  Bessemer 
tin  plates,  I.  C,  14  by  20,  per  box  of  108  pounds,  at  New  York,  in  1896,  was 
$3.63 ;  in  1897  It  was  $3.26 ;  and  in  1898  it  was  $2.99.  These  prices  are  obtained 
from  monthly  averages,  which  in  turn  had  been  averaged  from  weekly  quota- 
tions. The  \f ollowing  table,  compiled  from  quotations  in  the  Iron  Age,  gives 
the  average  yearly  prices  of  domestic  tin  plates,  I.  C,  14  by  20,  per  box  of  100 
pounds,  at  tin  plate  mills  In  Pennsylvania,  from  1899  to  the  end  of  1910 : 


Years. 

Price. 

1899 

$4.06 
4.47 
4.00 
3.93 
3.74 
3.41 

1905.-.  . 

1900 

1906 

1901 

1907 

1902               .              .              

1908.  .  . 

1903 

1909 

1904        .       -   

1910 

Years. 


Price. 


S3. 60 
3.69 
3.90 
3.70 
3.50. 
3.60 


An  examination  of  the  tables  of  prices  we  have  given  will  show  that  so 
long  as  foreigners  enjoyed  the  monopoly  of  supplying  our  markets  with  tin 
plates  they  charged  us,  as  a  rule,  high  prices  for  all  the  tin  plates  we  bought 
from  them,  and  that  since  the  passage  of  the  tarlif  of  1890  tin  plates  have  been, 
as  a  rule,  much  cheaper  in  our  markets  than  they  had  previously  been,  thus 
Illustrating  again  the  truth  that  a  protective  duty.  If  maintained  long  enough, 
not  only  gives  employment  to  our  own  people  and  keeps  our  money  at  home 
but  also  has  the  effect  of  permanently  reducing  the  prices  of  the  protected 
product  to  consumers. 
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UNITED  STATES  STEEL  OORPOEATION. 


Committee  on  Investigation  of  the 

United  States  Steel  Corporation, 

House  of  Representatives, 

Monday,  January  22, 1912. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairma,n) 
presiding. 

STATEMENT  OF  MR.  J.  A.  FARRELL. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  I  simply  would  like  to  call  the  attention  of  the 
committee  to  the  fact  that  I  served  a  subpoena  duces  tecum  upon  the 
president  of  the  United  States  Steel  Corporation,  Mr.  Farrell,  for  the 
producion  of  certain  books  and  papers  which  were  needed  by  the 
committee  and  by  Mr.  MacRae  in  the  completion  of  his  report,  and 
Mr.  Farrell  is  here  this  morning  in  obedience  to  that  process.  Mr. 
Farrell,  at  a  subsequent  date  I  am  sorry  that  we  will  have  to  put 
you  to  the  trouble  of  coming  here  more  than  once.  We  would  like 
to  have  you  here  to  ask  you  something  about  foreign  prices  and  the 
prices  quoted  in  these  hearings,  but  it  is  not  my  intention  to  go  into 
that  this  morning,  unless  the  committee  cares  to.  We  will  have  to  go 
into  that  subsequently. 

Mr.  Reed.  At  a  subsequent  day  this  week,  Mr.  Chairman? 

The  Chairman.  Some  day,  if  possible,  that  will  suit  the  conven- 
ience of  Mr.  Farrell  and  the  committee.  There  are  other  witnesses 
here — one  from  San  Francisco — and  I  did  not  really  think  it  was 
necessary  for  the  president  to  come,  as  I  indicated  to  Mr.  Reed,  if 
these  things  could  be  furnished  and  if  they  could  be  turned  over  to 
Mr.  MacRae,  which  would  be  a  compliance  with  the  subpoena. 

First,  I  asked  Mr.  Farrell  for  the  profit  and  loss  sheets  of  the 
United  States  Steel  Corporation  for  the  years  1901  to  1910,  inclu- 
sive. I  have  not  the  letter  of  Mr.  MacRae — it  was  not  returned 
to  me — but  I  can  quote  it.  Before  the  committee  took  a  recess  for 
the  adjournment  of  the  last  session  of  Congress,  Mr.  Lindabury  left 
the  chairman  under  the  impression  that  these  profit  and  loss  sheets 
would  be  furnished,  and  they  were  furnished;  but  after  the  adjourn- 
ment of  the  House  I  was  notified  by  Mr.  Boiling  and  others  that 
these  receipts  could  only  be  furnished  in  the  event  that  Mr.  MacRae 
would  agree  to  make  such  use  of  them  as  the  corporation  would  desig- 
nate, namely— T  think  I  can  quote  it  correctly— you  may  have  the 
memorandum — that  he  would  not  make  public  the  earnings  of  any 
specific  subsidiary  company,  and  that  his  report,  like  the  report  of 
Mr.  Herbert  Knox  Smith,  the  Commissioner  of  Corporations,  would 
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show  only  the  cost  and  other  data  in  the  aggregate  where  several 
companies  were  concerned  in  such  way  as  not  to  show  the  earnings 
and  the  cost  or  other  affairs  of  any  specific  and  particular  company. 

The  House  not  being  in  session,  and  the  chairman  being  very 
anxious  to  have  Mr.  MacRae  occupied,  I  wired  the  United  States 
Steel  Corporation  that  Mr.  MacRae  might  sign  such  a  receipt,  with 
the  distinct  understanding  that  the  chairman,  oy  inference  nor  other- 
wise, would  be  bound  as  agreeing  to  any  such  proposition  after  Con- 
gress convened  and  after  he  could  issue  a  subpoena  and  bring  the 
matter  up  before  the  committee,  but  that  in  the  meantime  I  was  per- 
fectly willing  that  Mr.  MacRae  should  use  the  cost  sheets  as  desig- 
nated. But  I  do  not  think  it  comports  with  the  dignity  of  the  chair- 
man or  of  this  conrmiittee  to  accept  information  or  these  cost  sheets 
with  any  restriction  placed  upon  the  tise  of  them  in  any  way  within 
the  discretion  of  the  committee.  For  that  reason  I  brought  the 
matter  up  to  the  committee  and  secured  an  expression  of  opinion  and 
issued  the  process.  If  these  profit  and  loss  sheets  are  turned  over  to 
Mr.  MacRae  and  the  committee  is  permitted  to  use  them  as  if  they 
had  been  produced  here,  I  have  no  desire  to  bring  them  to  Wash- 
ington. 

Mr.  Reed.  Mr.  Chairman,  before  the  year  1901,  so  far  as  we  know, 
there  were  no  profit  and  loss  statements  compiled.  For  the  years 
1902  to  1910  Mr.  MacRae  already  has  in  his  possession,  I  believe, 
copies  of  our  profit  and  loss  sheets.  If  that  will  be  sufficient,  I  sup- 
pose the  committee  will  not  want  the  original  left  with  the  committee 
now? 

The  CHAiRMAi^r.  Oh,  no. 

Mr.  Reed.  Of  course,  we  understand  that  the  effect  of  bringing 
in  these  papers  on  a  subpoena  is  to  nullify  the  restriction  that  was 
placed  on  them  by  the  agreement  with  Mr.  MacRae. 

The  Chairman.  That  is  right. 

Mr.  Reed.  But  we  have  not  yet  abandoned  all  hope  that  the  com- 
mittee, in  its  discretion,  will  not  authorize  any  unnecessary  pub- 
licity to  be  given  to  our  operating  costs. 

Mr.  Gardner.  Will  you  kindly  repeat  that? 

Mr.  Reed.  We  have  not  abandoned  the  hope 

Mr.  Gardner  (interposing).  About  discontinuing? 

Mr.  Reed.  I  understand  that  all  of  these  papers  are  produced  on 
subpoena,  and  we  have  no  right  to  ask  the  committee  for  any  agree- 
ment as  to  the  use  that  will  be  made  of  them  in  the  discretion  of  the 
committee,  but  we  earnestly  hope  that  the  committee  will  not  author- 
ize any  greater  publicity  of  these  things,  because  they  relate  to  our 
innermost  affairs — any  greater  publicity  than  is  necessary, 

Mr.  Bartlett.  What  do  you  mean  ? 

Mr.  Reed.  If  the  committee  finds  that  its  purposes  would  be  served 
by  a  composite  cost  sheet  such  as  we  were  willing  Mr.  MacRag  should 
make  public,  I  do  not  think  we  object. 

The  Chair:man.  I  will  say  that  I  readily  understand  the  desire 
of  the  United  States  Steel  Corporation  that  its  trade  secrets  should 
not  be  made  public.  I  certainly  have  no  desire  to  make  public  any 
statement  or  any  fact  that  would  injure  or  affect  a  great  industry, 
where  the  publicity  is  not  demanded,  and  where  the  companies  would 
suffer,  and  I  am  rather  inclined  to  believe,  after  consulting  with 
Mr.  MacRae,  that  a  great  deal  of  this  report  can  be  made  upon  the 
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basis  of  either  a  composite  cost  sheet  or  a  maximum  and  minimum 
cost  sheet,  which  will  not  give  the  names  of  the  particular  concerns 
that  incurred  them.  I  can  not  speak  for  the  committee,  but  I  pre- 
sume the  committee  feel  the  same  way;  we  certainly  have  no  desire 
to  make  public  anything  that  will  simply  hamper  you  in  your  busi- 
ness and  will  not  throw  light  upon  the  great  questions  that  we  are 
here  to  investigate. 

Mr.  Eeed.  We  know  that  is  the  motive  of  the  committee. 

Mr.  Bartlett.  Would  our  purpose  be  subserved  by  having  Mr. 
MacEae  take  the  stand  and  give  evidence  of  the  cost  ? 

Mr.  Reed.  No  ;  I  do  not  suggest  that  Mr.  MacEae  should  take  the 
stand,  but  I  suppose  he  will  make  his  report  to  the  committee,  setting 
forth  the  substance  of  his  investigations. 

Mr.  Bartlett.  In  other  words,  I  do  not  think  we  should  make  any 
quasi  agreement  and  afterwards  find  that  we  can  not  carry  it  out. 

The  Chairman.  We  will  be  at  perfect  liberty  to  show  as  much  as 
we  want  as  to  any  and  all  of  these  cost  sheets. 

Mr.  Bartlett.  And  not  withhold  any  information  which  is  legiti- 
mately given? 

Mr.  Reed.  Not  at  all. 

Mr.  Gardner.  Mr.  Herbert  Knox  Smith  may  make  up  his  conclu- 
sions on  a  very  different  basis  from  what  Mr.  MacRae  makes  up  his, 
from  the  same  facts,  but  giving  a  different  interpretation  to  those 
facts.  Now,  if  Mr.  MacRae  simply  makes  his  report  and  we  compare 
that  with  Mr.  Herbert  Knox  Smith's  report,  it  will  not  be  nearly  as 
satisfactory  as  putting  Mr.  MacRae  on  the  stand  and  cross-examining 
him  as  to  how  he  arrives  at  his  conclusions. 

Mr.  Bartlett.  That  is  it. 

Mr.  Gardner.  I  would  not  want  to  say,  Mr.  Chairman,  that  we 
would  want  to  indicate  that  we  must  keep  clear  of  examining  Mr. 
MacRae,  and  that  none  of  these  questions  we  might  ask  unintention- 
ally would  lead  into  any  discussion  of  this  business,  but  whether  or 
not  you  can  examine  Mr.  MacRae  satisfactorily  without  treading  on 
dangerous  ground,  I  do  not  know. 

Mr.  Reed.  Of  course,  I  understand  that  I  can  not  ask  the  committee 
for  any  agreement  at  this  time.  I  simply  want  to  remind  them  of 
our  anxiety  to  avoid  unnecessary  publication. 

The  Chairman.  The  only  thing  I  meant  to  state,  and  the  only 
thing  I  did  state — and  I  speak  for  myself  and  not  for  the  committee-— 
it  was  not  the  purpose  of  the  chairman  to  unnecessarily  make  public 
any  of  the  so-called  trade  secrets  of  this  concern.  Wherever  the  com- 
mittee regard  it  as  necessary,  or  wherever  the  chairman  regards  it  as 
necessary  in  order  to  elicit  truth  as  to  the  position  of  the  United 
States  Steel  Corporation  as  to  the  Sherman  Act  or  any  of  these  other 
acts,  or  in  order  to  get  additional  light  on  proposed  legislation,  why, 
then,  the  inconvenience  the  United  States  Steel  Corporation  would 
suffer  would  be  of  less  concern  to  us  than  our  plain  duty,  and  while 
we  should  regret  to  make  the  facts  public,  I  do  not  think  the  com- 
mittee would  hesitate — I  know  the  chairman  would  not— to  make 
them  public.  I  only  wish  to  assure  Mr.  Reed  that  therewill  be  no 
unnecessary  or  wanton  or  spiteful  publication  of  your  business. 

Mr.  Reed.  That  is  all  I  can  ask. 

Mr.  Bartlett.  Mr.  Chairman,  permit  me.  Of  course,  nobody  in 
reason  supposes  that  this  committee  would  make  any  unnecessary  or 


2638  UNITED   STATES   STEEL   COKPORATION. 

spiteful  publication  or  do  anything  along  that  line.  One  of  the  ques- 
tions involved  in  this  investigation,  I  apprehend,  is  to  determine  the 
cost  of  production  of  these  various  products  of  this  corporation;  its 
combination,  if  any  exists,  with  others ;  the  railroads  or  other  associa- 
tions  formed  for  the  purpose  of  producing  the  product ;  the  prices  at 
which  sold,  both  here  and  abroad,  and  what  recommendation  this 
committee  shall  make  with  reference  to  all  those  matters.  Now,  I 
would  be  unwilling  to  make  a  report  to  the  House,  a  conclusion  to 
the  House,  that  the  cost  of  the  production  of  any  particiJar  article, 
or  any  articles,  was  such  that  it  was  too  little  or  too  high,  and  that  the 
price  was  too  high  to  the  consumer,  either  by  combination  or  other- 
wise, and  not  give  to  the  House  all  of  the  information  that  has  been 
elicited  properly  by  this  committee.  I  do  not  want  you  to  understand 
that  I  agree,  even  tacitly,  not  to  publish  any  evidence  demonstrated 
as  a  fact,  whatever  it  may  be. 

The  Chairman.  I  entirely  agree  with  you. 

Mr.  BAEi-LETa-.  Any  evidence  which  is  legitimately  here  and  admis- 
sible, and  serves  to  properly  illustrate  the  conclusions  this  committee 
may  come  to  in  the  exercise  of  the  authority  granted  it  by  the  reso- 
lution, will  be  made  public,  so  far  as  I  am  concerned,  so  far  as  pub- 
lishing it  in  the  hearings  and  reporting  it  to  Congress. 

The  Chairman.  I  see  no  objection,  and  certainly  I  offer  none,  to 
publishing  any  cost. 

Mr.  Baetlett.  Legitimately  before  this  committee.  I  do  not  mean 
to  flare  it  out  in  the  newspapers,  but  we  must  put  it  all  in  the  record, 
where  it  is  accessible  to  the  House. 

The  Chairman.  What  I  mean  is  this:  For  instance,  the  cost  of 
producing  a  ton  of  pig  iron,  if  we  can  get  that  cost  in  detail.  So  far 
as  the  chairman  is  concerned,  I  would  not  insist  that  we  state  that  the 
United  States  Steel  Corporation  can  produce  a  ton  of  pig  iron 
for  so  much  at  a  certain  blast  furnace  belonging  to  a  certain  plant 
in  Pittsburgh. 

Mr.  Bartlett.  I  do  not  care  about  that. 

The  Chairman.  I  would  be  perfectly  willing,  if  the  United  States 
Steel  Corporation  thought  that  its  business  secrets  would  be  exposed, 
to  let  the  statement  go  without  designating  the  particular  concern, 
if  it  met  with  the  approval  of  the  committee. 

Mr.  Reed.  I  think  the  chairman  is  right. 

The  Chairman.  And  I  would  have  no  fear  of  being  criticized  for 
that,  provided  I  felt  that  it  was  just  to  the  United  States  Steel  Cor- 
poration, because  I  want,  if  I  can,  to  be  as  just  to  you  as  to  the  pub- 
lic or  anybody  else. 

The  profit-and-loss  statements  of  all  subsidiary  companies  of 
the  United  States  Steel  Corporation  for  the  years  1901  to  1910,  in- 
clusive— ^they  have  been  turned  over  to  Mr.  SlacRae. 

jNIr.  Bartlett.  Turned  over  to  Mr.  MacRae? 

The  Chairman.  Yes,  sir ;  for  him  to  use  as  he  thinks  best. 

Mr.  Reed.  As  the  committee  thinks  best. 

The  Chairman.  The  next  thing  is  the  minutes  of  the  meetings 
of  the  presidents,  boards  of  managers,  purchasing  agents  of  the  sub- 
sidiary companies  of  the  United  States  Steel  Corporation,  or  any 
other  written  memoranda,  statements,  or  any  record  of  any  kinc^ 
whatsoever  of  the  meetings  of  such  presidents,  purchasing  agents, 
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or  managers  acting  for  or  in  behalf  of  such  subsidiary  companies  of 
the  United  States  Steel  Corporation. 

Now,  Mr.  Farrell,  Mr.  MacEae  advises  me  that  he  finds  in  the 
minutes  of  the  United  States  Steel  Corporation  the  minutes  of  the 
executive  committee,  or  what? 

Mr.  MacRae.  The  minutes  of  the  subsidiary  companies.  This 
refers  to  the  meetings  of  the  presidents.  I  have  asked  for  these,  and 
so  far  as  I  know  they  have  not  been  furnished.  They  are  referred 
to  numerous  times  in  the  minutes  of  the  subsidiary  companies  them- 
selves. 

Mr.  Reed.  You  have  asked  for  the  minutes  of  such  meetings? 

Mr.  MacKae.  Yes,  sir;  the  minutes  of  the  meetings  of  the  presi- 
dents of  the  subsidiary  companies,  as  long  ago.  as  last  July. 

The  Chairman.  They  reported — somebody  did — that  they  knew  of 
no  such  minutes,  and  I  thought  it  probable  that  there  was  some 
memorandum  of  those  meetings  and  of  the  purpose  for  which  they 
were  held.  I  assume  that  the  presidents  of  these  companies  would 
not  meet  and  their  deliberations  be  discussed  and  noted  in  the  min- 
utes of  the  holding  company  without  some  evidence  or  some  memo- 
randa of  what  they  did  or  what  they  intended  to  do.  Do  you  know 
whether  there  was  any  written  memoranda? 

Mr.  Faerell.  Mr.  Chairman,  I  have  been  president  of  the  United 
States  Steel  Corporation  since  the  1st  of  February,  1911.  We  have 
occasional  meetings  of  the  presidents  of  our  subsidiary  companies; 
that  is,  of  the  operating  presidents,  the  presidents  who  have  to  do 
with  the  operation  of  the  plants.  We  have  never  kept  any  minutes 
of  such  meetings.  We  have  formally  discussed  processes  and  matters 
generally.  If  it  is  determined  to  go  into  the  study. of  the  by-prod- 
ucts of  coke  ovens  or  metallurgical  research  or  something  of  that 
kind,  a  committee  is  appointed  of  superintendents  or  foremen  or 
men  familiar  with  such  matters,  and  those  men  sometimes  pursue 
the  study  for  months.  Those  men  finally  bring  in  a  report  of  their 
conclusions.  Those  reports  are  in  existence,  but  there  have  never 
been  any  minutes  of  any  of  the  presidents'  meetings  kept  since  I 
have  been  president,  since  the  1st  of  February,  1911,  and  I  have 
never  seen  any  minutes  of  such  meetings. 

Mr.  Bartleti'.  Are  those  reports  of  the  presidents  in  writing  ? 

Mr.  Farrell.  The  presidents  make  no  reports  in  writing.  They 
frequently 

Mr.  Bartlett  (interposing).  You  spoke  of  reports. 

Mr.  Fareell.  If  the  committee  will  permit  me,  I  will  give  you  an 
idea  of  some  of  the  subjects  discussed,  which  are  submitted  by  these 
committees. 

Mr.  Bartlett.  By  the  presidents? 

Mr.  Farrell.  No  ;  by  the  committee  of  blast-furnace  superintend- 
ents. We  have,  for  example,  a  committee  on  the  utilization  of  the 
waste  gas  at  blast  furnaces. 

The  Chairman.  In  any  instance  has  there  been  a  minute  book  or 
any  written  evidence  of  the  business  transacted  at  the  meetings  of  the 
presidents  or  any  report  made  by  them  to  the  holding  company  ? 

Mr.  Farrell.  No,  sir ;  since  I  have  been  president  there  never  has 
been,  to  my  knowledge,  and  I  find  no  such  minutes  pertaining  to  any 
meetings  which  were  held  during  the  occupancy  of  the  office  by  my 
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predecessors.  For  example,  we  have  a  blast-furnace  committee  study- 
ing these  questions:  The  method  of  lining  and  its  preservation;  top 
construction  and  distributing  devices;  Tuyere  practices;  stock  han- 
dling; flue  dust,  its  handling  and  form  in  which  it  is  used.  With 
respect  to  the  matter  of  flue  dust,  we  have  had  committees  studying 
the  briquetting  of  flue  dust  and  its  utilization  for  nearly  three  years, 
and  at  one  of  our  plants  in  Youngstown,  Ohio,  within  the  last  few 
months  they  have  discovered  a  method  for  the  utilization  of  flue  dust. 
Bosh  construction;  the  use  of  carbon  bricks  in  hearth  and  bosh  con- 
struction, etc.  The  calcium-chloride  method  of  drying  air,  such  as 
is  used  at  the  Ougree  works  in  Belgium.  They  have  been  very  suc- 
cessful there.  These  are  all  operating  questions.  The  presidents  of 
the  subsidiary  companies  have  nothing  to  do  with  financial  questions 
of  the  corporation  or  its  policy,  and  neither  have  I,  for  that  matter. 
My  business  is  entirely  in  connection  with  the  commercial,  operating, 
and  manufacturing  departments  of  the  corporation. 

The  Chaihman.  I  find  in  the  minutes  of  the  United  States  Steel 
Corporation  board  of  directors,  I  think,  reference  to  the  discussion 
among  the  presidents  of  the  subsidiary  companies  as  to  the  propriety 
of  selling  semifinished  products  to  other  concerns  making  the  fin- 
ished products  in  competition  with  the  United  States  Steel  Corpo- 
ration? 

Mr.  Fareell.  I  have  no  recollection  of  any  such  discussion. 

The  Chairman.  That  would  be  a  matter  of  the  greatest  concern  to 
this  committee.  That  was  before  you  were  president.  That  would 
be  a  matter  affecting  the  financial  and  economic  policy  of  the 
company. 

Mr.  Farrell.  My  own  impression  is  that  the  companies  would  be 
pleased  to  sell  all  the  material  we  could  produce.  There  has  never 
been  any  disposition,  so  far  as  I  know,  to  restrict  the  sale  of  the  ma- 
terials we  produce  in  semifinished  form.  As  a  matter  of  fact,  a  very 
large  proportion  of  our  material  is  sold  in  the  form  of  sheet,  bars, 
billets,  blooms,  and  slabs. 

The  CnAiRsrAN.  I  asked  for  the  minutes  of  the  Carnegie  Steel  Co. 
of  Pennsylvania  prior  to  April  1,  1901? 

Mr.  Faereli..  I  have  no  Imowledge  of  the  existence  of  any  minutes 
or  documents  or  any  information  concerning  the  Carnegie  Steel  Co. 
in  1901. 

Mr.  Reed.  Pardon  me,  but  you  are  passing  over  this  other  request 
for  the  minutes  of  the  board  of  managers  and  purchasing  agents.  I 
thought  we  had  better  take  these  up  in  order. 

The  CHArRMAN.  I  thought  we  covered  that. 

Mr.  Farrell.  There  is  no  board  of  managers  of  the  United  States 
Steel  Corporation. 

The  Chairman.  "What  about  the  purchasing  agents? 

Mr.  Reed.  We  have  those  minutes  with  us. 

The  Chaie^ian.  Turn  them  over. 

Mr.  Reed.  Yes,  sir;  everything  we  can.  I  will  submit  these  now 
[producing  minutes] ,  so  you  can  check  them  up  as  we  go  along.  I  do 
not  understand  that  the  committee  wants  us  to  leave  the  original 
records  here  permanently,  and  if  Mr.  MacRae  can  turn  them  over  to 
our  custodian  each  evening  when  the  committee  adjourns,  we  would 
prefer  to  do  it  that  way. 
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The  Chairman.  So  far  as  I  am  concerned — but  I  will  leave  it  to 
the  committee — I  am  perfectly  willing  to  accept  the  assurance  of  Mr. 
Farrel  and  Mr.  Reed  that  these  documents,  when  identified,  will  be 
turned  over  to  Mr.  MacRae  in  New  York.  I  know  if  you  say  you 
will,  you  will. 

Mr.  Reed.  Yes,  sir ;  we  will  do  that.  We  shall  return  them  to  New 
York  to  await  Mr.  MacRae's  demand. 

The  Chairman.  The  next  is  the  minutes  of  the  Carnegie  Steel  Co. 
of  Pennsylvania  prior  to  April  1,  1901.  They  turned  over  to  us  a 
set  of  the  minutes  of  the  Carnegie  Co.  The  Carnegie  Co.  had  kept 
its  minutes  in  a  volume  prior  to  the  time  that  it  was  absorbed  by  the 
United  States  Steel  Corporation,  and  the  same  volume  was  used  for 
keeping  the  minutes  of  the  Carnegie  Steel  Co  after  it  became  a  sub- 
sidiary of  the  United  States  Steel  Corporation,  and  somebody  who 
is  in  the  corporation,  I  presume,  sealed  it  by  placing  a  ribbon 
across  it. 

Mr.  MacRae.  That  happened  in  the  case  of  the  American  Sheet  Tin 
Plate  Co. 

The  Chairman.  Yes.  The  committee  discussed  that  matter  at 
great  length,  and  they  decided  that  the  minutes  of  the  company  just 
prior  to  its  absorption  would  probably  contain  the  reasons  of  the  com- 
pany for  going  into  this  corporation,  and  any  such  discussion  as  that 
would  be  directly  material  to  this  inquiry  and  entirely  within  the 
provisions  of  the  resolution  authorizing  us  to  make  such  inquiry. 
That  is  the  reason  why  the  resolution  introduced  by  Mr.  Gardner,  I 
believe,  was  passed  unanimously,  directing  the  United  States  Steel 
Corporation  to  turn  over  to  this  committee  or  to  Mr.  MacRae  the 
minutes  of  the  Carnegie  Steel  Co.  prior  to  its  absorption  by  the 
United  States  Steel  Corporation.  Have  you  those  minutes,  Mr. 
Reed? 

Mr.  Reed.  No,  sir ;  I  have  not. 

The  Chairman.  Is  there  any  objection  to  turning  those  minutes 
over  to  the  committee  ? 

Mr.  Reed.  Just  the  same  objection  that  I  stated  before.  We 
have  felt  all  along  that  the;^  were  really  not  the  property  of  the 
United  States  Steel  Corporation,  and  if  they  had  to  be  produced  it 
was  better  they  should  not  be  handed  over  by  the  United  States  Steel 
Corporaion.    I  will  ask  Mr.  Farrell  to  answer  that  question. 

Mr.  Farrell.  I  have  no  knowledge  of  the  existence  of  any  minutes. 

The  Chairman.  Those  minutes  are  in  the  custody  of  the  United 
States  Steel  Corporation ;  there  is  no  other  corporation  in  existence  ? 
*  Mr.  Farrell.  Those  minutes  would  not  be  under  my  control.  I 
am  concerned  with  the  manufacturing  and  commercial  departments 
of  the  United  States  Steel  Corporation,  and  I  would  have  no  knowl- 
edge of  their  existence  if  they  did  exist. 

The  Chairman.  Who  would? 

Mr.  Farrell.  Perhaps  Mr.  Carnegie;  you  might  ask  him. 

Mr.  Bartlett.  They  have  been  turned  over  to  the  United  States 
Steel  Corporation? 

Mr.  Reed.  I  believe  not. 

Mr.  Farrell.  I  do  not  know. 

The  Chairman.  How  about  that,  Mr.  MacRae? 

Mr.  MacRae.  I  can  not  answer  without  looking  at  the  report  and 
demand  I  made  in  Pittsburgh. 
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Mr.  Eeed.  You  made  the  demand  of  the  Carnegie  officers  ? 

Mr.  MacEae.  Yes,  sir ;  they  were  two  months  discussing  that,  and 
I  finally  received  some  of  them,  but  these  I  have  not  received. 

Mr.  Reed.  I  am  speaking  of  all  the  subsidiary  companies,  and  my 
information  is  that  where  the  minutes  are  in  existence  they  are  in  the 
custody  of  the  officers  of  the  subsidiary  company  itself,  and  that  the 
United  States  Steel  Corporation  has  never  taken  them  over. 

Mr.  Bartlett.  I  understood,  unless  I  was  misinformed,  that  one 
of  the  reasons  given  why  those  subsidiary  companies  could  not  turn 
over  the  minutes  to  Mr.  MacEae  was  that  they  had  to  consult  the 
counsel  of  the  United  States  Steel  Corporation  and  its  officials. 

Mr.  Eeed.  I  have  not  heard  that. 

Mr.  MacEae.  That  was  the  answer  made  in  Pittsburgh,  that  they 
would  have  to  consult  with  Mr.  Lindabury. 

Mr.  Gardner.  If  I  remember  rightly,  the,  reason  I  introduced 
the  resolution  Mr.  Lindabury  said  to  us,  "  We  do  not  want  to  do  this 
thing,  because  we  are,  as  it  were,  revealing  secrets  that  did  not  belong 
to  us,  but  you  have  your  own  power  of  getting  at  this  information  if 
j'ou  desire  to  do  so."  Therefore  we  recognized  his  embarrassment, 
that  the  United  States  Steel  Corporation  did  not  want  to  appear  to 
be  furnishing  something  that  might  be  evidence  against  Mr.  Car- 
negie or  somebody  like  that.  He  said,  "  You  know  how  to  get  these 
things — issue  a  subpoena."  But  we  have  apparently  issued  the  sub- 
poena on  the  wrong  person. 

Mr.  Eeed.  Yes,  sir. 

Mr.  Gardner.  Who  is  the  right  person,  Mr.  Farrell  ? 

Mr.  Farrell.  I  can  not  answer  that  question  intelligently. 

The  Chairman.  I  wrote  a  letter  to  Mr.  Dinkey  advising  him  that 
the  committee  desired  these  minutes,  and  I  hoped  they  would  be 
turned  over  to  Mr.  MacEae  or  placed  at  his  disposal.  Mr.  Dinkey 
replied  that  he  was  a  mere  subordinate.  "I  have  no  discretion; 
those  minutes  are  the  property  of  the  United  States  Steel  Corpora- 
tion, and  you  will  have  to  see  them,"  and  then  they  asked  Mr.  Linda- 
bury in  New  York  for  instructions  as  to  what  to  do  with  those 
minutes.  I  understood  those  minutes  were  turned  over  to  the  United 
States  Steel  Corporation  and  are  now  in  the  files  of  the  United  States 
Steel  Corporation — in  the  safes  of  the  United  States  Steel  Corpora- 
tion. 

Mr.  Eeed.  Is  that  so,  Mr.  Farrell? 

Mr.  Farrell,.  I  have  no  Imowledge  of  it. 

Mr.  YoTjNG.  Is  not  this  the  real  misunderstanding?  I  can  under- 
stand Mr.  Dinkey's  attitude  about  turning  over  these  minutes  vol-' 
untarilj^  It  would  be  entirely  different  from  his  attitude  in  turning 
them  over  when  a  subpoena  was  issued.  It  would  be  a  natural  atti- 
tude for  him  to  take  when  he  was  asked  voluntarily ;  but  if  they  are 
actually  in  his  custody,  it  seems  to  me  that  he  would  be  the  man  to 
subpoena  to  produce  them,  unless  these  people  are  willing  to  do  so 
voluntarily. 

The  Chairman.  The  reason  I  sent  this  subpoena  for  the  president's 
minutes,  the  books  show  that  these  presidents  can  not  spend  more 
than  $10,000  for  any  purpose  without  immediately  consulting  the 
officers  of  the  United  States  Steel  Corporation,  and  their  decision 
is  final  in  the  matter.  They  are,  as  I  understand,  removable  at  the 
pleasure  of  the  officers  of  the  holding  company  and  are  not  vested 
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with  any  discretionary  authority  as  to  the  use  of  the  books  or  the 
property  of  the  United  States  Steel  Corporation,  and  Mr.  Dinkey 
advises  us  that  the  archives  of  the  Carnegie  Steel  Co.,  the  minutes, 
papers,  and  everything  of  that  kind  for  several  years  prior  to  the 
absorption  were  taken  over  and  became  the  property  of  the  United 
States  Steel  Corporation.  Now,  if  they  are,  so  far  as  you  have  any 
control  of  them,  Mr.  Farrell,  you  are  perfectly  willing  to  turn  them 
over  to  this  committee? 

Mr.  Faeeell.  I  do  not  wish  to  indulge  in  any  statement  which 
may  appear  evasive,  but  I  have  no  knowledge  whatever  of  the  exist- 
ence of  any  minutes  or  documents  concerning  the  Carnegie  Steel  Co. 
prior  to  the  organization  of  the  United  States  Steel  Corporation, 
and  if  you  ask  me  if  such  minutes  were  in  existence  I  could  not  say 
whether  they  were  or  whether  they  were  not. 

The  Chairman.  What  I  am  aslnng  now  is,  assuming  they  are  in 
existence,  which  I  know,  because  the  accountant  for  the  committee 
has  seen  the  books  and  knows  it  is  in  the  physical  custody  of  the 
United  States  Steel  Corporation  of  this  subsidiary  company 

Mr.  Eebd  (interposing).  Pardon  me.  I  understood  that  Mr. 
MacRae  had  seen  it  in  the  Carnegie  offices  in  Pittsburgh. 

The  Chairman.  But  they  are  now  in  the  possession  of  the  United 
States  Steel  Corporation. 

Mr.  Eebd.  Mr.  Dinkey  is  not. 

The  Chairman.  He  is  the  president? 

Mr.  Eeed.  Yes,  sir. 

The  Chairman.  The  president  of  the  subsidiary  company? 

Mr.  Eeed.  Yes,  sir. 

The  Chairman.  And  he  operates  under  the  direction  of  the  United 
States  Steel  Corporation? 

Mr.  Eeed.  In  matters  of  discretion  he  looks  to  New  York  for  in- 
structions. 

The  Chairman.  What  I  want  to  get  at  is  this :  You  have  no  other 
objection  to  furnishing  these  minutes  than  that  you  doubt  your  own- 
ership of  them,  and  in  so  far  as  you  have  any  right  and  interest  in 
them  you  have  no  objection  to  turning  them  over? 

Mr.  Eeed.  I  think  that  is  Mr.  Farrell's  position. 

Mr.  Farrell.  I  am  not  familiar  with  it. 

The  Chaibman.  So  far  as  the  United  States  Steel  Corporation  has 
any  right  or  title  or  interest  or  control  of  these  minutes,  you  have  no 
objection  to  turning  them  over  to  this  committee? 

Mr.  Farrell.  If  I  knew  where  to  find  them,  if  they  exist. 

The  Chairman.  I  will  issue  a  subpoena  for  Mr.  Dinkey. 

Mr.  Bartlett.  Mr.  Dinkey  is  the  president  of  the  Carnegie  Steel 
Co.  of  New  Jersey? 

Mr.  Eeed.  Of  the  Carnegie  Steel  Co.    That  is  the  operating  com- 
pany. 
•Mr.  Bartlett.  What  is  his  name? 

Mr.  Eeed.  A.  C.  Dinkey. 

The  Chairman.  The  next  thing  I  asked  for  were  the  minutes  of 
the  executive  and  finance  committees  of  the  Illinois  Steel  Co.  ? 

Mr.  Farrell.  I  am  obliged  to  make  the  same  reply  in  answer  to 
that  question. 

Mr.  Eebd.  Do  you  know  whether  there  are  such  minutes? 
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Mr.  Fabrell.  I  have  no  knowledge  of  them.  If  they  exist  they 
may  be  in  Chicago. 

The  Chairman.  The  Illinois  Steel  Co.  became  a  part  of  the  Fed- 
eral Steel  Co.? 

Mr.  Reed.  Yes,  sir ;  its  stock  was  acquired  by  the  Federal  Steel  Co. 

The  Chairman.  The  president  of  the  Federal  Steel  Co.  would  bear 
the  same  relation  to  this  matter  as  the  president  of  the  Carnegie 
Steel  Co.? 

Mr.  Reed.  The  Illinois  Steel  Co.  has  its  own  president. 

Mr.  Bartlett.  Has  the  Federal  Steel  Co.  any  corporate  existence? 

Mr.  Reed.  Yes,  sir;  both  companies. 

The  Chairman.  It  is  a  subsidiary  of  the  Federal  Steel  Co.  ? 

Mr.  Reed.  Exactly. 

The  Chairman.  What  is  the  address  of  Mr.  Dinkey  ? 

Mr.  Reed.  A.  C.  Dinkey,  president  Carnegie  Steel  Co.,  Pitts- 
burgh, Pa. 

The  Chairman.  Who  is  the  president  of  the  Illinois  Steel  Co.? 

Mr.  Farrell.  E.  J.  Buffington. 

The  Chairman.  Of  what  place? 

Mr.  Farrell.  Chicago. 

The  Chairman.  The  next  thing  I  asked  for  were  the  minutes  of 
the  executive  and  finance  committees  of  the  Universal  Portland  Ce- 
ment. Co. 

Mr.  Farrell.  I  am  obliged  to  make  the  same  reply. 

Mr.  Reed.  Do  you  know  of  their  existence  ? 

Mr.  Farrell.  I  stated  in  the  beginning  that  I  have  no  knowledge 
of  any  such  documents. 

The  Chairman.  Who  is  the  president  of  the  Universal  Portland 
Cement  Co.  ? 

Mr.  Farrell.  Mr.  Edward  M.  Hagar. 

The  Chairman.  What  is  his  address? 

Mr.  Farrell.  Chicago. 

The  Chairsian.  The  next  request  was  for  the  minutes  of  the  Na- 
tional Steel  Co.  ? 

Mr.  Farrell.  The  National  Steel  Co.  is  not  in  existence,  according 
to  the  best  of  my  knowledge  and  belief. 

The  Chairman.  With  what  company  was  it  merged? 

Mr.  Farrell.  The  Carnegie  Steel  Co. 

The  Chairman.  And  when? 

Mr.  Reed.  April,  1903. 

The  Chairman.  The  minutes  of  the  Lake  Superior  Consolidated 
Iron  Mining  Co.  is  the  next  one. 

Mr.  Reed.  Lake  Superior  Consolidated  Iron  Mines  is  meant,  I 
suppose  ? 

The  Chairman.  Yes,  sir. 

Mr.  Farrell.  I  have  no  knowledge  of  any  minutes  of  that  com- 
pany or  documents  of  that  company.  I  have  no  jurisdiction  or  coir- 
trol  over  it. 

The  Chairman.  Do  you  know  anything  about  the  minutes,  Mr. 
MacRae  ? 

Mr.  MacRae.  Mr.  Boiling  was  to  furnish  those  minutes  as  soon  as 
he  had  an  opportunity  to  read  them.  That  was  my  understanding, 
but  he  told  me  he  had  been  so  busy  that  he  had  not  had  a  chance  to 
read  them,  and  consequently  I  can  not  get  them  until  he  had  read 
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them.  I  think  they  are  in  the  legal  department  of  the  United  States 
Steel  Corporation. 

Mr.  Reed.  I  do  not  know.    I  have  never  seen  them. 

The  Chairman.  What  is  the  status  of  that  company  at  present; 
a  subsidiary  company  of  the  United  States  Steel  Corporation? 

Mr.  Eeed.  Yes,  sir. 

The  Chairman.  These  minutes  are  the  minutes  since  the  consoli- 
dation^ and  they  should  be  furnished,  at  least,  up  to  the  time  of  the 
consolidation. 

Mr.  Reed.  I  understand  that  Mr.  Boiling  was  going  through  these 
minutes  as  fast  as  he  could.  He  has  furnished  volume  after  volume 
to  Mr.  MacEae.    It  has  been  a  tremendous  labor  for  him. 

The  Chairman.  And  a  useless  one,  as  far  as  Mr.  MacEae  is  con- 
cerned. I  have  no  objection,  but  I  can  not  see  the  object  of  having 
any  officer  of  the  United  States  Steel  Corporation  read  a  book  before 
he  gives  it  to  us,  because  he  can  not  change  it. 

Mr.  Eeed.  Of  course  not. 

The  Chairman.  And  if  he  can  not,  it  is  the  same  book  when  he 
gets  through  as  it  was  before? 

Mr.  Eeed.  Precisely ;  but  we  like  to  keep  informed  of  the  evidence 
the  committee  is  receiving. 

The  Chairman.  Of  course;  I  am  delighted  to  have  you  kept  in- 
formed, but  the  committee  can  not  keep  a  man  there  at  $50  a  day, 
waiting  for  the  United  States  Steel  Corporation  to  find  out  its  own 
business. 

Mr.  Eeed.  I  understand  that. 

The  Chairman.  We  will  have  to  insist  that  these  minutes  be  fur- 
nished. 

Who  is  the  president  of  the  Lake  Superior  Consolidated  Iron 
Mines  Co.  ? 

Mr.  Farrell.  I  can  not  remember  offhand,  but  I  will  furnish  the 
information  before  we  get  through ;  probably  Mr.  Fraser  will  be  able 
to  give  the  information. 

Mr.  Young.  Mr.  C.  D.  Fraser? 

Mr.  Farrell.  He  is  the  secretary. 

The  Chairman.  When  did  you  get  the  last  minutes  ? 

Mr.  MacEae.  I  got  two  sets,  one  purporting  to  be  a  copy. 

Mr.  Eeed.  Is  that  all  ? 

Mr.  MacEae.  In  my  report  to  the  committee  it  is  stated.  I  have 
had  the  minutes  of  the  Pittsburgh  Steamship  Co. ;  not  the  minutes 
themselves,  but  a  copy  of  what  purported  to  be  the  minutes,  and  I 
had  another  set  of  the  minutes.  Those  are  the  only  minutes  I  have 
had  in  three  months.  I  have  asked  Mr.  Boiling  repeatedly  for  them, 
and  his  answer  is  that  "  I  am  very  busy  with  the  Government  suit  on, 
and  I  have  not  had  time  to  read  them." 

Mr.  Eeed.  I  think  there  was  some  truth  in  Mr.  Boiling's  statement 
that  he  is  kept  busy. 

Mr.  MacEae.  Why  not  give  them  to  me  and  read  them  afterwards, 
and  let  me  get  up  ? 

Mr.  Eeed.  Will  you  furnish  that,  Mr.  Farrell  ? 

Mr.  Farrell.  I  will. 

The  Chair.-vtan.  The  minutes  of  the  Duluth,  Missabe  &  Northern 
Eailroad  and  the  Duluth  &  Iron  Eange  Eailroad  Co.,  the  Pittsburgh 
Steamship  Co.  and  the  American  Steel  Hoop  Co.  ? 
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Mr.  Fareell.  I  am  obliged  to  make  the  same  reply,  Mr.  Chairman. 

The  Chaieman.  "We  are  not  asking  about  your  information  con- 
cerning these  minutes.  You  are  president  of  the  company  and  the 
legal  custodian  of  them.  Those  minutes  are  in  existence,  of  course, 
and  there  is  no  question  about  their  keeping  minutes.  "\Miat  ue  M;i,nt 
to  know  is  why  these  minutes  are  not  furnished  pursuant  to  the  de- 
mand of  the  committee  and  whether  you  propose  to  furnish  them  ? 

Mr.  Fareell.  Do  you  desire  to  know  the  names  of  the  presidents 
of  these  companies? 

The  Chairman.  No,  sir.  The  Steel  Corporation  has  control  of 
these  minutes,  as  I  understand,  absolutely,  has  it  not,  Mr.  Reed  ? 

Mr.  Eeed.  I  do  not  know  where  the  minutes  are,  Mr.  Chairman. 

The  Chairman.  Do  you  know  where  the  minutes  are,  Mr.  MacRae? 

Mr.  MacEae.  No. 

Mr.  Reed.  He  said  the  minutes  of  the  Pittsburgh  Steamship  Co. 

Mr.  MacRae.  I  have  had  a  copy. 

The  Chairman.  Explain  to  us  about  that — why  you  would  not 
accept  that  book. 

Mr.  MacRae.  In  the  first  place,  it  was  labeled  "  Copy,"  in  red  ink, 
on  the  cover.  If  you  have  it  here,  I  think  the  best  plan  would  be  to 
show  it  to  the  committee  and  let  them  judge  themselves. 

The  Chairman.  Is  the  book  here? 

Mr.  Reed.  I  never  saw  it. 

Mr.  Young.  What  is  the  matter  with  it? 

Mr.  MacRae.  In  the  first  place,  it  was  a  copy.  I  looked  through 
it,  and  on  page  34  of  the  book,  stating  it  from  memory,  is  a  type- 
written sheet,  bearing  evidence  of  age  and  numbered  in  pencil  "  34  " 
by  whoever  kept  it  at  that  time.  The  next  sheet  after  it  is  type- 
written on  new  paper,  in  new  print,  with  "  35  "  typewritten  on  it  in 
figures.    I  said  to  Mr.  Winslow,  who  handed  it  to  me : 

It  is  a  copy.    I  would  like  to  have  the  original. 

He  said : 

That  is  all  we  have,  Mr.  MacRae. 

Then  I  said : 

I  have  only  had  these  few  copies  of  minutes.  As  soon  as  you  can  get  me 
some  more,  so  that  I  can  be  employed  continually,  I  will  take  the  minutes  up 
again. 

From  that  time  I  have  had  no  further  minutes. 

Mr.  Reed.  I  do  not  know  where  the  original  of  that  book  is,  who 
made  the  copy,  or  why  it  was  made.  It  may  be  it  was  furnished  to 
Mr.  MacRae  because  it  happened  to  be  available  and  the  original 
would  be  in  Cleveland,  in  the  offices  of  the  company. 

The  Chairman.  It  occurred  to  the  chairman  that  if  they  had  time 
to  make  copies,  they  might  have  had  time  to  read  a  lot  of  the  minutes. 

Mr.  Reed.  I  do  not  understand  it,  Mr.  Chairman.  I  do  not  know 
why  they  should  do  such  a  thing. 

The  American  Steel  Hoop  Co.  was  merged  with  the  Carnegie 
Steel  Co.  in  1903,  at  the  same  time  that  the  National  Steel  Co.  was, 
and  its  minutes  would  be,  I  suppose,  in  the  same  custody. 

The  Chairman.  If  the  president  of  this  company — of  the  holding 
company — directs  the  president  of  these  companies  to  turn  these  min- 
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utes  over  to  the  accountant  of  this  committee,  as  I  understand,  he  is 
acting  entirely  within  his  authority  ? 

Mr.  Fareell.  No.  Under  the  organization  of  the  United  States 
Steel  Corporation  the  chairman  has  certain  functions  and  the  presi- 
dent has  certain  functions  and  the  treasurer  has  certain  functions,  etc. 

My  duties  are  concerned  with  the  manufacturing  and  commercial 
departments  of  the  United  States  Steel  Corporation. 

The  Chairman.  Have  you  not  anything  to  do  with  the  management 
of  this  concern  as  the  president? 

Mr.  Fareell.  Not  with  respect  to  secretarial  matters  or  anything 
like  that.  That  would  come  under  the  jurisdiction  of  the  chairman 
of  the  corporation. 

The  Chairman.  That  would  come  under  the  jurisdiction  of  the 
chairman  of  the  executive  committee? 

Mr.  Farrei.l.  There  is  no  executive  committee. 

The  Chairman.  The  chairman  of  the  board  of  directors  ? 

Mr.  Farrell.  The  chairman  of  the  board  of  directors;  the  chair- 
man of  the  finance  committee. 

The  Chairman.  Who  is  the  officer  of  this  concern  who  can  say  to 
me,  "  I  will  "  or  "  I  will  not  let  you  have  these  minutes  "  ?  That  is 
the  man  I  am  looking  for. 

Mr.  Reed.  The  president  of  the  Duluth,  Missabe  &  Northern  Rail- 
road is r 

Mr.  Fareell.  W.  A.  McGonagle. 

The  Chaieman.  Process  will  be  issued  for  W.  A.  McGonagle.  Of 
what  place  is  he? 

Mr.  Faeeell.  He  is  president  of  the  Duluth,  Missabe  &  Northern 
Railway. 

Mr.  Young.  Of  Duluth? 

Mr.  Faeeell.  Of  Duluth. 

The  Chaieman.  Are  these  minutes  in  Duluth  or  are  they  in  New 
York? 

Mr.  Faeeell.  I  can  not  answer  that,  Mr.  Chairman. 

The  Chairman.  Do  you  know,  Mr.  Reed  ? 

Mr.  Reed.  I  never  saw  them.    I  never  heard  of  them. 

The  Chaieman.  Process  will  be  issued  to  Mr.  McGonagle  to  fur- 
nish the  minutes  of  the  Duluth,  Missabe  &  Northern  Railway  Co. 

Mr.  Baetlett.  Would  Mr.  Reed  agree  to  find, out  whether  they  are 
in  New  York  or  not  so  that  we  may  not  send  a  subpcsna  to  a  man 
who  has  not  possession  of  them  ? 

Mr.  Reed.  I  should  be  very  glad  to  find  out  for  the  committee  if 
these  minutes  are  in  New  York,  so  that  we  can  possibly  save  the 
expense  and  time  of  sending  a  man  to  Duluth  unnecessarily. 

Mr.  Baetlett.  It  would  be  useless  to  send  a  man  to  Duluth  and 
find  out  that  these  minutes  had  been  delivered  to  the  Steel  Corpora- 
tion and  were  in  New  York.  ^  ,    ,     ,^.      ,      „   ^^     , 

Mr.  Reed.  If  the  president  of  the  Duluth,  Missabe  &  Northern 
Railway  had  done  that,  they  would  still  be  in  his  custody,  and  he 
should  get  them  and  produce  them  on  the  subpcsna.  However,  I  shall 
find  out  whether  they  are  in  Duluth  or  not. 

Mr.  Baetlett.  Yes.    That  would  be  better. 

Mrl  Reed.  Who  is  president  of  the  Duluth  &  Iron  Range  Railway? 

Mr!  Faeeell.  F.  E.  House,  of  Duluth. 
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The  Chairman.  Who  is  the  president  of  the  Pittsburgh  Steam- 
ship Co.? 

Mr.  Faeeell.  Mr.  Harry  Coulby. 

The  Chairman.  Where  is  he? 

Mr.  Fahrell.  Cleveland,  Ohio, 

The  Chairman.  Who  is  the  president  of  the  American  Steel 
Hoop  Co.? 

Mr.  Farreix.  That  company  does  not  exist. 

Mr.  Reed.  That  is  part  of  the  Carnegie  Co. 

The  Chairman.  Process  will  be  issued  for  Mr.  Dinkey  for  the 
minutes  of  the  American  Steel  PIoop  Co. 

Mr.  Danforth.  When  did  that  company  go  out  of  existence? 

Mr.  Reed.  March  26, 1903,  according  to  my  recollection. 

The  Chairman.  The  minutes  of  the  board  of  directors,  or  the 
finance  committee,  have  been  turned  over  to  Mr.  MacRae,  but  they 
were  turned  over  with  a  proviso  of  some  kind — that,  as  to  certain 
portions  of  them,  copies  were  not  to  be  made.  I  do  not  know 
whether  it  would  be  necessary  to  make  copies  of  that  portion.  I 
hardly  think  it  would.  But  that  is  to  be  left  to  the  discretion  of  the 
committee. 

Mr.  Reed.  I  turned  those  over  to  Mr.  MacRae,  as  I  remember  it. 
It  was  in  New  York.  The  only  proviso  I  made  was  that  he  should 
not  permit  them  to  be  seen  by  any  person  except  a  member  of  the 
committee  or  himself. 

Mr.  MacRae.  They  were  turned  over  originally  by  Mr.  Linda- 
bury  and  Mr.  MacVeagh  and  Mr.  Rolling,  and  there  are  certain  dis- 
cussions in  regard  to  labor  matters  in  them,  and  I  agreed  that  1 
would  not  make  any  copies  of  such  matters  relating  to  labor  ques- 
tions, except  that  I  would  call  to  the  attention  of  the  committee  the 
fact  that  such  discussions  did  exist  and  were  contained  in  those  min- 
utes. 

Mr.  Reed.  I  did  not  know  about  that. 

The  Chairman.  That  was  turned  over  by  Mr.  Lindabury. 

Mr.  Reed.  I  did  notice  at  one  time  that  these  minutes  were  be- 
ing used  by  unauthorized  persons  to  furnish  reading  material. 

The  Chairsian.  I  have  no  desire  to  have  any  of  this  material  used 
in  that  way,  of  course. 

Mr.  Reed.  I  did  not  mean  to  intimate  that  it  was  done  with  your 
authority,  or  with  that  of  the  committee,  of  course,  Mr.  Chairman. 

The  Chairman.  I  will  say  that  when  Mr.  Gary  was  on  the  stand 
he  expressed  the  utmost  willingness  to  have  any  and  every  book,  pa- 
per, and  document  made  public,  and  the  books  were  brought  here  in 
this  room.  I  sent  the  books  into  my  office  with  the  gentleman  who 
was  the  custodian  of  them.  He  was  never  away  from  them,  as  far 
as  I  know.  While  he  was  in  with  the  books  and  they  were  on  the 
table  somebody  came  in  my  office  and  went  to  reading  them.  I  went 
in  there  and  saw  the  gentleman  reading  the  minutes  of  the  company 
in  the  presence  of  the  custodian  authorized  by  the  Steel  Corporation, 
and  I  told  him  that  ought  not  to  be  done.  That  was  the  end  of  tlie 
matter. 

I  have  no  desire  to  have  anybody  not  directly  connected  with  the 
committee  investigate  or  read  these  minutes,  and  I  should  much  pre- 
fer to  ha^'e  them  turned  over  to  duly  accredited  agents  and  investi- 
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gators  of  this  committee  than  to  have  them  turned  over  to  me,  be- 
cause I  do  not  want  to  be  bothered  with  them. 

Mr.  Reed.  I  did  not  mean  to  say  that  the  chairman  had  sanctioned 
anything  of  that  kind;  but  we  did  not  want  a  repetition  of  that 
occurrence. 

I  will  produce  the  books  here,  and  if  the  chairman  sees  fit  they  may 
be  treated  just  like  these  profit-and-loss  statements.  We  will  take 
them  to  New  York,  and  they  will  be  there  for  Mr.  MacRae's  exami- 
nation. 

The  Chairman.  That  will  be  all  that  is  required. 

The  next  subpoena  was: 

Letter  from  Mr.  J.  A.  Farrell,  export  sales  agent,  American  Steel 
&  Wire  Co.,  to  William  E.  Corey,  dated  July  27,  1903. 

Mr.  Farrell.  Mr.  Chairman,  I  have  made  diligent  search  for  such 
a  letter,  if  such  a  letter  ever  existed. 

My  recollection  is  that  at  that  particular  time  we  were  considering 
the  formation  of  the  United  States  Steel  Products  Export  Co.,  for 
the  development  of  the  export  business  in  the  markets  of  the  world. 

I  think  at  that  time,  as  I  recall  it,  I  submitted  a  number  of  sug- 
gestions as  to  the  manner  of  organizing  this  company,  establishing 
Branch  offices,  and  the  concentration  of  the  sale  of  materials  through 
this  single  company.  I  have  a  rather  distinct  recollection  of  it. 
However,  I  have  made  a  diligent  search  for  that  letter,  and  I  can 
not  locate  it. 

Mr.  Bartlett.  Did  you  keep  a  copy  of  it? 

Mr.  Farrell.  No,  sir. 

Mr.  Eeed.  You  have  searched  for  a  copy,  too,  have  you  not  ? 

Mr.  Farrell.  I  do  not  remember  that  I  made  any  copy.  Those 
were  matters  of  routine.  Frequently  I  would  scratch  an  idea  on  a 
pad  and  send  it  in  with  some  statistics;  and  the  probabilities  are 
that,  in  view  of  the  importance  of  the  matter,  the  finance  commit- 
tee at  that  time  having  under  consideration  the  formation  of  this 
company,  it  may  have  been  treated  in  that  way.  It  may  not  neces- 
sarily have  been  a  letter.  It  may  have  been  a  memorandum.  It 
had  to  do,  no  doubt,  with  the  formation  of  the  United  States  Steel 
Products  Export' Co.,  which  was  organized  on  October  1,  1903,  a  few 
months  after  this  question  was  under  discussion. 

Mr.  Bartlett.  But,  Mr.  Farrell,  it  appears  from  the  report  of  the 
expert  accountant  that  some  reference  is  made  to  this  particular  let- 
ter in  the  minutes  of  the  Steel  Corporation. 

Mr.  Farrell.  Very  likely. 

Mr.  MacRae.  I  could  not  get  it  from  any  other  source? 

Mr.  Farrell.  No. 

Mr.  Bartuett.  And  if  it  assumed  enough  importance  for  that 

Mr.  Farrell.  It  was  rather  important. 

Mr.  Bartlett.  If  it  assumed  enough  importance  to  call  for  consid- 
eration by  the  Steel  Corporation  in  its  board  of  directors,  or  the 
finance  committee,  so  that  they  referred  to  it—not  only  to  the  letter 
but  to  certain  suggestions  made  in  the  letter— it  would  seem  that  the 
Steel  Corporation,  or  its  executive  body  that  considered  tJie  matter, 
had  this  letter  before  it.  Therefore  it  would  leave  the  ^-easonable 
inference  that  the  letter  was  amongst  the  papers  of  the  Steel  Cor- 
poration. 
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Mr.  Faebell.  It  was  an  important  matter,  Mr.  Bartlett,  for  the 
reason  that  for  a  period  of  three  years,  or  rather  from  the  very  be- 
ginning of  the  United  States  Steel  Corporation,  the  question  was 
constantly  under  consideration  of  concentrating  the  sales  of  materials 
for  export  in  the  hands  of  one  company. 

Shortly  after  the  corporation  was  formed,  this  matter,  of  course, 
became  _one  of  considerable  concern,  because  all  of  these  companies 
had  offices  in  different  parts  of  the  world.  For  example,  in  London 
the  Carnegie  Steel  Co.  had  its  own  offices,  the  Illinois  Steel  Co.,  had 
its  own  offices,  the  American  Steel  &  Wire  Co.  had  its  own  offices, 
the  American  Sheet  &  Tin  Plate  Co.  had  its  own  offices,  and  so  on, 
in  every  part  of  the  world.  It  was  an  important  matter,  as  I  remem- 
ber distinctly  the  gradual  evolution  of  the  whole  proposition.  There 
may  have  been  several  letters. 

Mr.  Bartlett.  But  this  is  a  letter  of  a  particular  date  to  which 
your  attention  was  called. 

Mr.  Faeeell.  Yes;  I  notice  that. 

As  I  said,  the  company  itself  was  formed  a  few  months  after  that 
date.     October  1,  1903,  the  company  came  into  existence. 

Mr.  Bartlett.  What  connection  had  Mr.  Corey  with  the  Steel 
Corporation  at  the  time  you  wrote  the  letter,  or  at  the  time  the  letter 
was  discussed? 

Mr.  Fareell.  He  was  the  president  of  the  corporation  at  that  time. 

Mr.  Bartlett.  You  can  not  find  that  letter? 

Mr.  Faeeell.  I  have  made  diligent  search  for  it.  I  do  not  really 
think  it  is  material.     I  shall  look  further  for  it. 

I  do  not  want  you  to  think,  gentlemen,  that  this  letter  contained 
anything  that  we  are  desirous  of  concealing. 

Mr.  Bartlett.  Oh,  I  do  not  think  that. 

Mr.  Faerell.  I  could  almost  tell  you,  offhand,  my  recollection  of 
the  contents  of  such  a  letter  or  parts  of  letters  that  were  written  at 
that  time  concerning  that  company. 

Mr.  Bartlett.  Suppose  you  do  that,  the  letter  having  been  lost, 
and  inasmuch  as  you  are  not  able  to  find  it. 

Mr.  Fareell.  I  called  attention  to  the  fact,  as  I  recall  it,  that  a 
number  of-  these  companies  had  various  offices  in  various  cities 
throughout  the  world,  and  that  one  of  the  benefits  to  be  derived  from 
the  formation  of  this  company  was  the  consolidation  of  these  offices. 
For  example,  as  I  said,  in  London  there  were  five  separate  offices  in 
different  parts  of  the  city ;  there  were  two  or  three  in  Yokohama,  two 
or  three  in  Buenos  Aires,  two  in  Johannesburg,  two  in  Bombay,  three 
in  Melbourne,  and  so  on  all  over  the  world.  That  was  one  of  the 
questions.  The  other  was  the  matter  of  selling  in  a  collective  way 
the  products  of  all  the  companies ;  that  is,  instead  of  selling,  we  will 
say,  wire  products  to  a  consumer  in  Salvador,  we  would  be  in  a  posi- 
tion to  offer  him  not  only  wire  products,  but  pipe  and  rails,  or  tin 
plate,  or  sheet  iron,  or  any  of  the  diversity  of  products  manufac- 
tured by  these  various  companies. 

The  idea  was  to  consolidate  or  concentrate  the  sale  of  these  dif- 
ferent materials  in  a  single  way. 

Mr.  Bartlett.  To  save  expense? 

Mr.  Farrell.  In  the  interest  of  economy. 

Mr.  Keed.  I  would  like  to  add  to  what  Mr.  Farrell  said  that  last 
summer  Mr.  MacEae  asked  for  these  two  letters,  and  at  the  same  time 


UNITED   STATES   STEEL   COEPOEATION.  2651 

he  asked  for  a  great  lot  of  others,  and  a  diligent  search  was  made 
then  by  the  clerks  in  Mr.  Farrell's  office. 

Mr.  Faeeell.  I  knew  nothing  about  these  men  looking  for  the  let- 
ters at  that  time. 

Mr.  Reed.  And  the  search  was  made  through  the  files  of  Mr. 
Corey's  office,  and  we  could  not  find  it  and  so  reported  at  that  time. 

That  is  twice  we  have  tried  to  find  the  letter. 

The  Chaieman.  The  next  item  on  this  subpoena  is : 

Letter  from  J.  A.  Farrell  In  reference  to  importation  of  iron  and  steel,  re- 
ferred to  in  minutes  of  the  finance  meeting  April  11,  1905. 

You  have  the  meeting  minutes  of  the  finance  committee  here,  have 
you  not? 

Mr.  Eeed.  Yes. 

The  Chaieman.  Let  us  have  them,  please. 

Mr.  Reed.  The  minutes  of  the  finance  committee,  April,  1905  ? 

The  Chaieman.  April  11,  1905.  You  may  go  ahead  with  your 
statement  with  reference  to  that,  Mr.  Farrell. 

Mr.  Faekell.  I  have  been  unable  to  locate  any  letter  that  will 
identify  that  particular  matter,    I  have  a  recollection,  however. 

It  had  been  my  custom  to  furnish  to  the  president  of  the  United 
States  Steel  Corporation  a  statement  of  the  importations  of  ma- 
terials into  this  country,  the  various  products. 

I  recollect  furnishing  him  about  that  time  with  a  statement  of  the 
importations  of  pig  iron,  bars,  iron  materials,  tin  plate,  etc., 
for  the  calendar  year  1903  and  also  for  the  calendar  year  1904. 
That  information,  of  course,  was  gathered  from  the  statistical  publi- 
cations of  the  Department  of  Commerce  and  Labor. 

Mr.  Reed.  Shall  I  read  these  minutes.  Mr.  Chairman  ? 

The  Chaieman.  Just  let  me  have  the  book. 

The  book  was  handed  to  the  chairman. 

The  Chaieman  (reading)  : 

The  president  read  a  letter  from  Mr.  J.  A.  Farrell  on  the  subject  of  im- 
portations of  iron  and  steel  in  1903  and  1904,  and  suggesting  a  plan  by  which 
this- company  might  keep  in  touch  with  future  sales  of  imported  iron  and  steel 
in  this  country. 

On  motion,  and  by  the  afiirmative  vote  of  all  present,  the  subject  matter  was 
referred  to  the  chairman  of  the  bonrd  and  the  president,  with  power. 

Is  that  letter  in  existence  now,  Mr.  Farrell  ? 

Mr.  Faeeell.  No  ;  but  I  recall,  now  that  you  read  the  minutes,  that 
up  to  that  time  we  had  no  statistical  department,  and  as  a  result  of 
that  communication  we  organized  a  statistical  department,  of  which 
Mr.  Hughes,  the  gentleman  on  my  left,  was  in  charge. 

The  Chaieman.  The  letter  itself  can  not  be  located  ? 

Mr.  Faeeell.  It  may  not  have  been  a  letter.  It  may  have  been 
a  memorandum. 

The  Chaieman.  The  minutes  say  it  was  a  letter. 

Mr.  Faeeell.  It  was  a  natural  thing,  from  time  to  time,  for  our 
directors  to  make  inquiry  as  to  the  amount  of  material  being  im- 
ported into  the  country,  and  occasionally  some  of  our  people,  sub- 
ordinates and  officials,  were  embarrassed  by  reason  of  not  being  able 
to  make  an  intelligent  report.  So  we  conceived  the  idea  of  organiz- 
ing a  statistical  department.  I  remember  at  that  time  we  started 
by  compiling  the  statistics  that  were  furnished  from  month  to  month 
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by  the  Department  of  Commerce  and  Labor.  Those  are  the  statistics 
for  the  calendar  months  in  1903  and  1904,  contained  in  the  paper 
which  has  just  been  handed  to  you. 

The  CHAIR3IAN.  You  have  made  a  search  for  that  letter?  Do  you 
know  whether  the  company  has  ? 

Mr.  Reed:  The  same  can  be  said  of  this  letter  as  of  the  preceding 
one,  Mr.  Chairman.  We  tried  to  find  it  for  Mr.  MacRae  last  sum- 
mer, and  could  not  find  the  original  or  any  copy. 

!Mr.  Faekell.  I  think  it  was  a  memorandum. 

The  Chairman.  The  statistics  which  have  just  been  referred  to  will 
be  placed  in  the  record. 

The  statistics  referred  to  are  as  follows : 

United  States  imports. 

YEAR  ENDING   DEC.  31,  1903. 


Iron  ore 

Pig  iron 

Scrap  iron 

Bar  iron 

Railway  bars 

Hoop,  band,  scroll 

Ingots,  blooms,  etc 

Sheet,  plate,  taggers 

Tin  plate,  etc 

Wire  rods 

Wire,  and  articles  made  from  wire. 
Structural 


YEAR  ENDING  DEC.  31,  1004. 


Iron  ore 

Pig  iron 

Scrap  iron 

Bar  iron 

Railway  bars 

Hoop,  band,  scroll 

Ingots,  blooms,  etc 

Sheet,  plate,  taggers 

Tin  plate,  etc 

Wire  rods 

Wire,  and  articles  made  from  wire. 
Structural 


487,613 

11,101,384 

79,500 

1,76.5,107 

13,401 

189,506 

21,078 

918,842 

37,776 

808,776 

2,151 

l»,934 
1,535,943 

10,887 

4,198 

302.500 

71,217 

4,364,761 

16,485 

707,779 

3,487 

624,892 

7,300 

210,936 

754,213 


Tons. 

Value. 

980,440 

699,574 

82,941 

43.610 

95,555 

1,636 

263,651 

11,785 

47,7.39 

21,003 

5,068 

8,936 

12,261,008 

11,173,302 

1,273,941 

1,904,469 

2,159,273 

74,898 

7,331,299 

537,272 

2,999,252 

1,028,977 

728,430 

266,265 

2,101,834 

31,728,386 

12,581,369 


The  Chairman.  The  next  item  on  the  subpcena  is  a  schedule  of 
principal  products  of  the  organization  at  present  prices  submitted 
at  the  finance  committee  meeting,  United  States  Steel  Corporation, 
April  27,  1909,  by  the  president. 

Mr.  Reed.  I  have  already  here,  and  will  submit  it  to  Mr.  MacRae 
in  New  York,  or  give  it  to  you  now,  that  information. 

The  Chairman.  Is  that  the  document  with  a  number  of  blanks 
in  it? 

Mr.  Reed.  I  do  not  remember  any  blanks. 

Mr.  MacRae.  I  do  not  think  so,  Mr.  Chairman.  That  is  later  on, 
I  think. 

The  Chairman.  That  document  will  be  furnished  ? 

Mr.  Reed.  It  will  be  turned  over  to  Mr.  MacRae. 
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The  Chairman.  The  next  item  on  the  subpojna  is  [reading]  : 

Statements  B  and  C,  referred  to  in  letter  to  Mr.  William  E.  Corey,  president 
United  States  Steel  Corporation,  from  Mr.  J.  A.  Farrell,  president  United 
States  Steel  Products  Export  Co.,  and  dated  November  5,  1909,  which  state- 
ments were  withdrawn  from  the  documents  furnished  Mr.  F.  J.  MacRae  and 
marlted  "  X."  The  figures  for  "  average  costs  "  contained  in  the  report  of  the 
presiding  officer  at  the  nineteenth  meeting  of  the  directors  of  the  United  States 
Steel  Corporation,  October  7,  1902,  and  referred  to  in  statement  furnished  to 
F.  J.  MacRae  and  marked  "  Document  X." 

Is  that  the  document  where  you  left  the  costs  blank  ? 
Mr.  Faeeell.  We  have  that,  Mr.  Chairman. 

Mr.  Reed.  Both  of  those  I  have  here,  and  I  will  take  them  to  New 
York  and  give  them  to  Mr.  MacRae  on  demand,  like  the  others. 
The  Chaieman.  With  the  blanks  filled  out? 
Mr.  Reed.  Just  as  they  were  submitted  to  the  finance  committee. 
The  Chairman.  The  next  item  is : 

Maximum  and  minimum  production  costs  of  the  principal  products  of  the 
subsidiary  companies  of  the  United  States  Steel  Corporation,  to  wit :  Cost 
sheets  showing  the  production  cost  of  Bessemer  pig  iron,  basic  pig  iron,  Bessemer 
steel  ingots,  open-hearth  steel  ingots,  standard  Bessemer  rails,  standard  open- 
hearth  rails,  Bessemer  and  open-hearth  blooms  and  billets,  sheet  and  tin-plate 
bars,  heavy  structural  shapes,  universal  plates,  sheared .  plates,  and  wire  rods 
for  all  northern  furnaces.  The  same  for  all  southern  furnaces;  also  mill-cost 
sheets  showing  in  detail  the  cost  of  production  of  pig  iron  and  steel  ingots, 
rails,  blooms,  and  billets,  sheet  and  tin-plate  bars,  structural  shape  plates,  etc., 
at  Edgar  Thompson  Works,  Bessemer,  Pa. ;  Duquesne  Works,  Cochran,  Pa. ; 
Homestead  Works,  Monhall,  Pa. ;  Lucy  Furnaces,  Pittsburgh,  Pa. ;  Gary  Works, 
Gary,  Ind. ;  South  Works,  Chicago,  111. ;  and  also  the  Southern  Furnaces — these 
statements  of  ore  cost  to  show  cost  of  ore  in  ground  and  cost  of  transportation 
by  land  and  by  water  and  dockage  charges. 

Mr.  Reed.  It  seems  evident  that  nothing  is  omitted  there,  Mr. 
Chairman. 

If  I  may  answer  for  the  witness,  on  December  18  we  turned  over 
to  Mr.  MacRae  a  statement  of  the  production  -cost,  giving  the  aver- 
age costs  at  the  northern  plants,  and  I  have  Mr.  MacRae's  receipt 
for  that  here,  if  the  committee  would  like  to  see  it. 

The  production  cost  for  the  southern  plant — there  is  only  one — I 
have  here,  and  I  will  take  these  statements  to  New  York  for  Mr. 
MacRae. 

Mr.  MacRae.  The  statement  for  which  you  have  my  receipt  has 
been  turned  over  to  the  chairman  of  the  committee,  and  this  further 
request  was  made  for  maximum  and  minimum  costs. 

The  statement  referred  to  proved  not  to  be  complete,  because  de- 
preciation charges  and  general  expenses  were  not  included. 

Mr.  Reed.  The  statement  will  be  available  for  Mr.  MacRae,  Mr. 
Chairman. 

Mr.  MacRae.  The  things  now  asked  for  are  the  cost  sheets  from 
which  those  compilations  were  made — the  direct  cost  sheets  at  the 
mill,  in  other  words,  showing  the  detailed  cost. 

Mr.  Reed.  As  I  understand,  you  want  to  verify  the  compilations 
that  were  given  ? 

Mr.  MacRae.  It  is  not  exactly  a  verification.  They  were  sheets 
showing  the  cost  of  these  various  products  at  the  different  places — 
at  the  Carnegie  works,  the  Homestead  works,  and  the  Gary  works. 

Mr.  Reed.  That  is  another  matter.  We  are  talking  about  the 
sheets -that  were  furnished. 
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Mr.  MacEae.  We  got  those.  Mr.  Farrell  knows  what  we  want,  I 
think. 

Mr.  Faerell.  Is  it  the  purpose  of  the  committee  to  publish  these 
detailed  costs  in  the  proceedings?  If  it  is,  Mr.  Chairman,  I  think 
it  is  a  gross  injustice  to  an  industry  that  is  endeavoring  to  build  its 
business  up  all  over  the  world  in  competition  with  the  German  in- 
dustry, with  the  Belgian  industry,  with  the  British  industry,  and 
every  other  European  steel-producing  country,  all  employing  men 
who  are  receiving  60  per  cent  less  wages  than  we  pay  to  our  men. 
In  other  words,  the  wages  paid  American  workmen  employed  ia  the 
steel  industry  are  about  two  and  one-fifth  times  the  wages  paid  to 
the  workmen  employed  in  the  steel  industry  in  European  countries. 
This  sort  of  thing  may  be^  perhaps,  proper,  or  considered  proper,  in 
diplomatic  work — to  acquire  secrets  in  this  way — but  if  you  propose 
to  show  to  the  world  and  to  the  manufacturers  of  Germany,  Belgium, 
and  other  countries  the  absolute  detailed  costs  of  an  industry  such 
as  ours,  with  information  of  that  kind  in  their  hands,  our  foreign 
business  would  not  be  worth  anything  in  the  course  of  time. 

I  think  if  there  is  any  desire  on  the  part  of  the  committee  to  ex- 
amine these  costs,  there  is  no  objection  on  our  part  to  exhibiting  them 
for  such  examitiation,  but  I  think  it  would  be  an  injury  to  the  indus- 
try, whether  it  is  our  industry  or  the  industry  of  our  competitors,  to 
publish  these  costs  to  the  world.  They  would  go  to  every  competing 
industry  throughout  the  world. 

Mr.  Baktlett.  How  else  could  you  determine  the  difference  in 
costs  of  production  here  and  abroad,  for  certain  purposes  of  tax- 
ation ?  It  has  been  said  to  be  the  theory  upon  which  taxes  are  to  be 
laid,  under  a  certain  theory,  that  in  order  to  levy  taxes  for  the  main- 
tenance of  the  Government,  to  obtain  proper  revenues,  the  proper 
way  to  do  it  was  to  consider  the  difference  in  the  cost  of  proctuotion 
at  home  and  abroad,  ,and  then  a  reasonable  return  to  the  manufac- 
turer upon  his  business.  How  else  could  Congress,  pursuing  that 
theory  of  raising  revenue,  or  taxing  for  the  Government,  find  out, 
except  by  an  examination  into  the  difference  in  the  costs  to  you  and 
to  the  people  abroad? 

Mr.  Reed.  Congress  need  not  take  the  details  and  publish  them. 

Mr.  Fareell.  Of  course,  this  information  that  you  are  asking  for 
has  been  furnished  to  the  Bureau  of  Corporations. 

Mr.  Baetlett.  Recently? 

Mr.  Reed.  Yes,  sir. 

Mr.  Faefell.  I  know  that  they  have  had  large  numbers  of  people 
in  the  various  departments  of  our  companies  for  the  past  six  years. 
I  know  that  it  has  cost  us  perhaps  over  half  a  million  dollars  to 
compile  the  information  that  we  have  given  up  to  the  present  time 
to  the  Bureau  of  Corporations. 

Mr.  Baetlett.  Since  the  publication  of  this  report  ? 

ilr.  Reed.  Since  the  Bureau  of  Corporations  started  its  investiga- 
tion of  the  steel  industry,  it  has  cost  us  over  half  a  million  dollars  to 
give  them  information. 

Mr.  Baetlett.  I  do  not  doubt  that.  Do  you  mean  that  informa- 
tion has  been  furnished  since  the  publication  of  this  report  by  the 
Commissioner  of  Corporations? 

Mr.  Faerell.  Is  that  a  complete  report? 

The  Chaibman.  No. 
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Mr.  Eeed.  I  think  Judge  Bartlett  has  the  preliminary  summary. 

Mr.  Bartlett.  Yes. 

Mr.  Reed.  Since  the  publication  of  that  a  great  deal  additional 
information  has  been  furnished.  , 

The  Chairman.  Nothing  along  that  line? 

Mr.  Reed.  On  the  matter  of  costs. 

The  Chairman.  Here  is  the  trouble  with  the  Bureau  of  Cor- 
porations: Mr.  Herbert  Knox  Smith  has  received  $500,000  worth  of 
information  under  this  sort  of  an  agreement,  signed  by  the  commis- 
sion— I  quote  the  exact  receipt : 

Received  of  the  United  States  Steel  Corporation  schedule  and  statistical 
statements  covering  portions  of  the Co. — 

The  Carnegie  Co.,  or  whatever  it  was — 

Properties  for  the  year  as  enumerated,  the  schedules  annexed  hereto. 

The  schedules  and  statistical  statements  above  referred  to  are  received  with 
the  understanding  that  they  are  merely  loaned  to  me  for  my  inspection  and 
consideration,  and  I  will  not  make  literal  copies  thereof  for  the  flies  of  any 
department  of  the  United  States  Governmait;  that  said  schedules  and  state- 
ments shall  be  returned  to  the  United  States  Steel  Corporation  as  soon  as  I 

have  completed  inspection  of  the  same  and  in  any  event  prior  to  .  day 

of . 

That  is  the  form  of  that  receipt. 

I  went  down  to  see  Mr.  Herbert  Knox  Smith,  and  I  asked  him  to 
take  me  into  his  confidence  and  tell  me  what  it  cost  to  produce  a  ton 
of  pig  iron. 

He  advised  me  that  he  could  not  do  it ;  that  he  could  not  tell  any- 
body but  the  President. 

I  said,  "  Will  you  go  with  me  to  see  the  President  and  tell  the  Presi- 
dent while  I  am  around  ?     And  I  will  bring  Mr.  MacRae  up  there.". 

We  had  a  little  meeting,  the  President  and  Mr.  Herbert  Knox 
Smith  and  representatives  of  this  committee,  and  the  President 
seemed  to  have  no  earthly  desire  to  make  a  deep  and  mysterious  mat- 
ter of  this  profound  knowledge  of  the  cost  of  producing  pig  iron.  In 
fact,  he  said  he  did  not  remember  anything  that  Mr.  Smith  had  ever 
told  him  and  he  did  not  remember  to  have  ever  had  Mr.  Smith  tell 
him  anything.  As  it  afterwards  turned  out,  he  had  not,  either  to 
him  or  to  Col.  Roosevelt. 

I  then  went  to  see  Mr.  Smith,  after  having  obtained  the  permission 
of  the  President  to  share  his  confidence  about  the  cost  of  producing 
steel  products,  and  he  then  told  me  that  he  did  not  have  the  informa- 
tion, except  in  his  head,  and  he  could  not  remember  all  those  things, 
and  that  he  had  returned,  under  the  provisions  of  this  receipt,  all 
these  costs  to  the  United  States  Steel  Corporation. 

Then  I  went  back  to  the  United  States  Steel  Corporation  and  asked 
them  to  give  me  a  peep  at  these  sheets  which  they  turned  over  to  Mr. 
Smith.  Then  they  objected  on  the  ground  that  such  information 
would  seriously  embarrass  them  in  their  business. 

So  that  the'result  is  that  while  there  are  five  or  six  volumes  of 
schedules  or  things  that  you  furnished — there  must  have  been  a  cart- 
load of  them 

Mr.  Faerell.  Trainloads. 

The  Chairman.  Trainloads;  they  departed  like  the  Arabs,  and  left 
no  trace  behind  in  the  archives  of  the  Government. 
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It  is  very  material  to  this  committee  to  know  something  about  the 
cost  of  production. 

I  can  assure  the  president  of  the  steel  corporation  of  the  chairman's 
sincere  desire  tp  protect  this  industry  from  the  publication  of  any 
matters  touching  the  intimate  details  of  its  business  that  are  not 
essentially  necessary.  I  do  regard  it,  however,  as  of  the  utmost, 
vital  necessity  that  this  committee  should  know,  from  the  most  direct, 
authentic,  and  original  documents,  just  what  it  costs  the  steel  cor- 
poration to  produce  these  various  products.  On  that  proposition  and 
around  it  are  based  the  most  vital  conclusions  of  this  committee  and 
the  most  vital  inquiries  of  the  economists  in  this  country.  You  have 
one  school  teaching  that  the  costs  of  production  are  materially  de- 
creasing, that  the  economies  of  manufacture*  are  multiplying,  and 
that  the  consumer  is  infinitely  benefited  by  the  formation  of  concerns 
like  the  United  States  Steel  Corporation  through  economies  in  trans- 
portation, economies  in  production,  economies  in  the  sale  of  the 
product,  economies  in  the  elimination  of  middle  men,  economies  in 
labor. 

On  the  other  hand,  it  is  contended  by  political  economists  of  equal 
merit  that  the  overhead  charges  of  a  concern  of  this  kind  ai'e  enor- 
mous; that,  as  Mr.  Carnegie  explained  fully  here  the  other  day,  a 
partnership  where  each  man  has  an  individual  interest  and  is  not 
a  mere  employee  of  the  company  watches  the  spigot  of  expense  with 
more  diligence  than  the  man  who  is  president  or  secretary  to-day  and 
will  ultimately  be  out  of  the  business ;  and  that  economies  of  produc- 
tion are  lessened  under  a  partnership,  hampered  as  it  is,  so  that  it 
can  run  all  around  a  corporation. 

The  solution  of  that  question  is  the  fact  of  the  cost  of  production. 
That  fact  we  must  laiow;  and,  as  far  as  the  chairman  of  this  com- 
"mittee  is  concerned,  come  what  will,  we  will  know  it,  if  there  is  power 
enough  in  the  Federal  Government  to  find  out. 

Mr.  Reed.  In  answer  to  that,  Mr.  Chairman,  I  want  to  say  that 
although  we  have  not  found  anything  in  the  resolution  creating  this 
committee  which  seems  to  authorize  an  investigation  of  costs,  there 
is  not  the  slightest  objection  on  the  part  of  the  steel  corporation  to 
this  committee  having  the  fullest  knowledge  on  that  subject.  We 
do  not  want,  if  we  can  avoid  it,  to  let  that  information  go  out  in 
all  its  details  to  our  competitors  here  and  our  competitors  abroad, 
however. 

"We  have,  with  continuous  work  of  four  of  the  best  cost  clerks  of 
the  corporation,  for  five  weeks  made  a  compilation  of  these  cost 
sheets,  which  has  been  furnished  to  Mr.  MacEae. 

"We  are  perfectly  willing  to  let  Mr.  MacRae  come  into  the  corpora- 
tion offices  and  see  the  original  cost  sheets  from  which  that  is  made 
up,  and  satisfy  himself  to  the  utmost  that  what  Ave  have  given  him 
in  this  summary  or  compilation  is  a  fact. 

If  it  is  possible,  however,  for  this  committee,  by  using  that  com- 
pilation verified  by  him  from  the  original  documents,  to  satisfy  itself 
as  to  the  costs,  it  will  be  of  great  help  to  the  industry. 

It  ought  not  to  be  necessary  to  make  public  all  these  intimate  de- 
tails of  the  operation  of  the  company,  although  we  are  perfectly  will- 
ing to  make  it  known  to  the  committee.  Mr.  MacRae  can  check  these 
statements  that  we  have  here  or  in  New  York  at  any  time  that  he 
wants  to.     Like  these  other  papers,  he  will  have  access  to  the  origi- 
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nals  when  he  wants  them;  but  the;sunimary  is  complete,  and  it  will 
advise  the  committee  better  probably  than  this  mass  of  detail,  which 
it  would  take  a  week  to  begin  to  study  and  understand.  The  com- 
mittee, I  know,  can  not  spare  the  time  to  go  into  all  these  original 
costs. 

Mr.  Baetlett.  Do  you  mean  to  say  that  these  details  will  develop 
some  trade  secret  as  to  production? 

Mr.  Farrell.  May  I  give  you  a  concrete  example?  Because  that 
sometimes  is  capable  of  elucidation,  whereas  an  abstract  discussion 
is  not. 

Suppose,  for  example,  we  knew  the  cost  of  a  mill  in  Westphalia 
producing  a  commodity  that  we  are  desirous  of  selling,  we  will  say, 
in  Chili.  We  maintain  an  office  at  Valparaiso.  If  the  German  Gov- 
ernment published  a  detailed  .andjitemized  statement  of  the  cost  of 
producing  bar  steel,  mine  rails,  pipe,  wire  products,  tin  plate,  and 
so  on,  it  would  be  a  very  simple  thing  for  us  to  sit  down  and  figure 
as  to  whether  we  were  going  to  be  able  to  compete  with  the  German 
manufacturer,  at  Valparaiso.  That  is  exactly  the  information  that 
the  German  and  Belgian  and  Austrian  and  Russian  manufacturers, 
who  are  now  exporting  millions  of  tons  of  material  a  year,  are  seek- 
ing to  ascertain.  They  are  doing  their  best  to  ascertain  our  cost  of 
production.  They  know  we  are  a  country  producing  an  enormous 
quantity  of  pig  iron  and  materials  of  that  character..  As  a  matter 
of  fact,  we  have  to-day  a  productive  capacity  of  40,000,000  tons  a 
year  of  pig  iron,  and  we  have  never  been  able  to  sell,  in  any  one 
year,  over  27,000,000  tons  of  pig  iron.  I  think  in  1910  the  total 
production  of  the  country — not  of  the  Steel  Corporation  but  of  the 
whole  country; — was  27,300,000  tons  of  pig  iron. 

If  these  costs  of  production,  after  years  of  effort  and  of  inventive 
genius,  and  as  a  result  of  the  efficiency  of  our  workmen,  who  liave 
been  rewarded  from  time  to  time  when  they  discovered  anything  of 
value  in  metallurgical  research  or 

Mr.  Bartlett  (interposing).  My  point  is  this:  Would  an  exhibit 
of  the  cost  of  production  give  evidence  of  some  invention  or  trade 
secret  that  your  men,  by  reason  of  their  experience  and  genius,  have 
ascertained,  that  reduces  cost? 

Mr.  Farrell.  Absolutely. 

Mr.  Bartlett.  That  particular  thing  I  have  no  desire  to  publish. 

Mr.  Farrell.  It  would  be  what  a  lawyer  might  call — I  am  not  fa- 
miliar with  the  legal  terms 

Mr.  Bartlett.  A  confidential  communication  with  his  client? 

Mr.  Farrell.  Yes;  and  to  some  extent,  perhaps,  what  might  be 
called  the  fiducial  point. 

Mr.  Eeed.  It  would  be  a  very  crucial  point,  certainly. 

The  Chairman.  If  this  committee  should  make  the  statement, 
after  careful  examination  of  your  books,  that  you  could  produce 
pig  iron,  without  stating  where,  at  $6  a  ton;  that  you  could  produce 
rails  at  $18  a  ton— I  am  just  guessing  at  these  costs 

Mr.  Farrell.  I  understand. 

The  Chairman.  Or  tubes  at  $25  a  ton ;  billets  at  $20  a  ton ;  would 
that  statement  do  you  any  material  harm,  unless  with  that  state- 
ment were  published  the  details  by  which  that  economy  was  secured 
and  that  low  cost  obtained? 
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Mr.  Faerell.  Mr.  Chairman,  if  as  a  result  of  this  investigation 
or  any  other  publicity,  which,  of  course,  we  have  always  courted, 
it  is  found  that  the  conduct  of  our  business  is  along  the  lines  of 
principle  and  justice,  I  think  that,  as  an  industry,  we  ought  to  be 
protected  from  the  loss  of  business  that  would  result  from  the  exhi- 
bition of  any  cost  of  production. 

We  employ,  at  the  present  time,  in  the  manufacture  of  goods  for 
export  to  foreign  countries  40,000  men.  Of  our  total  number  of 
employees,  upward  of  40,000  men  are  to-day  engaged  in  our  mills 
in  the  production  of  these  materials  to  be  sold  all  over  the  world. 
We  maintain  58  foreign  sales  offices,  employing  men  who  have  been 
trained  in  our  business — not  foreigners,  but  Americans. 

We  are  paying  out  in  wages  in  the  production  of  materials  that 
are  sold  for  export  nearly  $40,000,000  a  year.  Irrespective  of  whether 
we  sell  materials  to  foreign  countries  at  a  lower  price  than  we  do  in 
this  country,  the  workmen  in  the  mills  receive  the  same  wages  and 
the  same  returns  for  the  production  of  that  material  sold  for  export 
as  they  do  for  the  production  of  materials  sold  in  this  country. 

I  am  trying  to  protect,  if  I  can,  our  employees.  I  have  been  an 
employee  and  I  have  worked  for  18  years  in  the  mills,  and  I  know 
what  it  means  to  have  information  of  that  character  spread  broadcast 
all  over  the  world.  I  know  what  advantage  it  would  be  to  me,  per- 
sonally, if  I  knew  what  an  Austrian  manufacturer  could  deliver 
materials  at  Calcutta  for — if  I  knew  what  his  cost  was. 

Mr.  Gardner.  You  could  then  figure  out  his  bid  beforehand? 

Mr.  Faerell.  To  a  fraction,  if  I  knew  what  his  cost  was,  because 
it  would  be  the  sum  total  of  his  cost  of  production  and  the  ocean 
freight,  which  is  a  very  simple  matter  to  find  out.  It.  is  easy  to  find 
what  his  freight  is  from  Fiume  or  Trieste  to  Calcutta  or  Bombay 
or  Singapore. 

The  Chairman.  The  fiscal  policies  of  two  great  political  parties 
have  been  founded  upon  a  basis  of  sand,  then,  in  the  light  of  what 
you  have  told  us. 

In  platform  after  platform  it  has  been  stated  that  the  foundation 
of  all  tariff  legislation  shall  be  the  cost  of  production  and  such  a 
duy  as  will  equalize  the  cost  of  production  at  home  with  that  abroad, 
with  a  fair  incidental  profit.  A  great  many  Democrats  have  taken 
the  postion  that  where  the  cost  of  production  at  home  is  greater  than 
the  cost  of  production  abroad,  the  home  manufacturer  is  entitled  to 
advantages  in  the  way  of  a  duty  which  shall  equalize  the  two  costs 
without  .giving  the  manufacturer  any  incidental  profit.  But  schedule 
after  schedule  has  been  written -for  years  upon  the  hypothesis  that 
there  was  that  confidence  between  the  maker  of  the  law  and  the  maker 
of  the  ma'terial  that  the  law  was  protecting  which  would  enable  the 
writer  of  the  law  to  know  how  to  apply  this  salve  of  protection  to 
the  manufacturer  of  the  product;  and  that  knowledge  was  based, 
fundamentally,  upon  some  apprehension  of  the  cost  of  production. 
If  that'  is  a  deadly,  sacred  secret,  to  be  sacred  above  all  things  else, 
we  have  been  for  30  years  in  this  country  stumbling  blindly  around 
without  knowing  how  to  help  you  because  you  did  not  dare  to  tell  us. 

What  are  you  going  to  do  with  your  tariif  idea,  your  effort  to 
equalize  the  cost  of  production  at  home  and  abroad,  if  you  do  not 
know' that  which  is  the  principal  item  in  that  whole  equation? 
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Mr.  Fareell.  You  would  not  arrange  the  tariff  schedule  on  the 
basis  of  cost  of  production  of  the  United  States  Steel  Corporation, 
without  any  regard  to  the  manufacturer  who  might  be  situated  at 
Baltimore  or  at  Pensacola  or  Mobile  or  San  Francisco  ? 

The  Chaikman.  But  if  the  manufacturer  at  Pensacola,  Mobile,  or 
any  other  point  entered  showed  the  same  reticence  and  hesitancy 
about  telling  the  makers  of  the  law  about  the  cost  of  his  production 
we  would  be  in  as  bad  a  fix.  Is  there  any  reason  why  it  would  not 
hurt  an  independent  manufacturer  to  tell  the  cost  of  his  production 
as  much  as  it  would  hurt. the  Steel  Corporation? 

Mr,  Reed.  Mr.  Schwab  showed  that  he  did  not  want  to  tell. 

The  Chairman.  He  said  he  did  not  care. 

Mr.  Eeed.  He  said  he  did  not  care  to  tell  ? 

The  Chairman.  No  ;  he  said  you  told  each  other  freely. 

Mr.  Eeed.  Ah,  yes. 

The  Chairman.  At  home  and  abroad,  just  exactly  what  your  cost 
of  production  was. 

I  have  not  the  statement  before  me,  but  it  has  been  sent  for.  My 
memory  is  perfectly  clear  upon  it,  that  Mr.  Gary  for  several  hours 
entertained  the  committee  and  the  country  with  a  delightful  recital 
of  the  absolute  and  perfect  confidence  that  existed  between  steel 
makers,  and  told  us  how  these  meetings  were  held,  not  for  the  pur- 
pose of  fixing  prices,  but  for  the  purpose  of  enlightening  each  other 
as  to  the  most  intimate  details  of  his  business. 

Mr.  Reed.  I  do  not  know  that  Mr.  Schwab  said  we  were  enlighten- 
ing foreign  competitors. 

The  Chairman.  He  said  the  foreigners  knew  just  exactly  what  it 
cost.  I  asked  if  he  cared  if  people  knew  what  it  cost  him  to  produce 
these  things,  and  he  said  no,  if  I  remember  correctly. 

Mr.  Young.  I  do  not  think  the  committee  got  very  much  informa- 
tion from  Mr.  Schwab  as  to  what  it  cost  him. 

Mr.  Barti^ett.  You  already  know  a  good  deal  about  what  it  costs 
foreigners  to  produce,  do  you  not  ? 

Mr.  Farrell.  "We  are  trying  all  the  time  to  ascertain,  as  they  are 
trying  to  ascertain  our  costs. 

Mr.  Bartlett.  Have  you  not  already  ascertained  it?        _     . 

Mr.  Farrell.  In  general,  nearly;  but  we  do  not  know  their  real 
costs. 

Mr.  Bartlett.  What,  ordinarily,  does  it  cost  in  Germany  to  pro- 
duce a  ton  of  pig  iron  ? 

Mr.  Farrell.  It  would  dej)end  upon  the  district  in  which^the  iron 
was  produced.  I  should  say  iii  the  Lorraine  district  they  mi'ght' pro- 
duce pig  iron  for  perhaps  $7.50  or  $7  a  ton.  There  are  ot]jer  disad- 
vantages, however.  The  German  Government,  through  its  system  of 
railways  and  its  special  freight  rates  and  subventions  and  special 
rates  through  canals  and  the  transportation  system  generally,  en- 
ables the  German  manufacturer  to  compete  at  a  laid-down  cost  that  is 
below  ours. 

Mr.  Bartlett.  Are  the  items  as  to  the  location  of  your  plants  and 
the  cost  of  transportation  to  and  from  your  mills  tilings  that  you 
want  to  keep  secret  ?  '  . 

Mr.  Farrell.  No  ;  the  cost  of  transportation  to  and  f pom  the  mills 
is  a  public  matter.    That  is  covered  by  the  freight  tariffs. 
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Mr.  Bartlett.  The  reason  I  asked  that  question  is  that  you  sug- 
gested that  they  entered  into  the- matter  in  your  reference  to  the 
German  concerns. 

Mr.  Fareell.  I  say  it  makes  it  all  the  more  diflBcult  for  us  to  com- 
pete with  them,  because,  while  they  start  out  with  a  lower  cost  of 
production,  they  also  have  the  advantage  of  cheaper  transportation. 

Mr.  Bartlett.  It  is  necessary  for  you  to  meet  that  advantage  in 
some  other  way? 

Mr.  Fareell.  If  we  can. 

Mr.  Bartlett.  And  you  have  done  so  so  far,  have  you  not? 

Mr.  Fareell.  In  some  markets;  but  there  are  many  markets  in 
which  we  are  absolutely  unable  to  compete. 

Mr.  Bartlett.  Has  not  the  export  business  in  the  last  year — in  the 
last  month — in  steel  products  increased  wonderfully? 

Mr.  Faeeell.  Oh,  yes.  At  the  beginning  of  the  formation  of  the 
United  States  Steel  Products  Export  Co.,  the  total  export  business 
of  all  the  companies  was  200,000  tons  a  year.  Last  year  our  total 
exports  were  2,000,000  tons. 

Mr.  Young.  You  mean  the  Steel  Corporation's  exports? 

Mr.  Faeeell.  The  Steel  Corporation  itself ;  yes.  Our  exports  have 
grown  from  $6,000,000  a  year  to  $70,000,000  last  year. 

Perhaps  you  gentlemen  can  remember  that,  I  think,  perhaps  10 
years  ago,  the  exports  of  cereals  in  this  country  were  upward  of 
$60,000,000.     I  think  last  year  they  were  less  than  $6,000,000. 

Mr.  McGiLLicuDDY.  On  this  matter  about  which  the  chairman  was 
inquiring  of  you:  How  is  a  man  here  in  Congress,  without  personal 
knowledge  of  your  business,  going  to  comply  with  the  request  of  your 
jjeople  that  you  ought  to  have  an  amount  of  tariff  to  equalize  the  dif- 
ference in  the  cost  of  production  here  and  abroad  if  you  will  not  let 
us  know  what  the  cost  of  production  here  is  ?  How  are  we  going  to 
get  at  it? 

Mr.  Faeeell.  Of  course  perhaps  you  may  misunderstand  me,  Mr. 
McGillicuddy. 

Mr.  McGillicuddy.  I  do  not  wish  to  do  so. 

Mr.  Faeeell.  "We  have  no  objection  to  this  committee  knowing 
what  our  costs  of  manufacture  are.  I  presume  we  have  no  objection 
to  numbers  of  other  people  knowing  them,  but  the  point  I  am  try- 
ing to  make  is  that  I  think  it  would  be  an  injustice  to  the  industry 
if  our  costs  of  production  were  published  and  scattered  broadcast 
through  Westphalia,  Birmingham,  Budapest,  and  all  over  the  pro- 
ducing world. 

Mr.  McGillicuddy.  If  we  do  not  know  what  the  cost  is,  how  are 
we,  this  next  week,  going  to  vote  intelligently  on  a  tariff  on  iron  and 
steel  ?  You  know  it  and  will  not  produce  the  information.  How  are 
you  going  to  advise  us  as  to  voting  on  a  tariff  that  will  equalize  the 
difference  in  the  cost  of  production  here  and  abroad  ? 

Mr.  Faeeell.  It  is  a  very  difficult  subject,  Mr.  McGillicuddy. 

Mr.  McGillicuddy.  How  have  they  always  done  it  before,  if  you 
have  never  disclosed  what  your  cost  of  production  was  here,  and  if 
you  always  got  a  tariff  that  equaled  the  difference  between  the  cost 
here  and  the  cost  abroad?    Have  you  guessed  at  it? 

Mr.  Fareell.  No.  We  have  always  furnished  information  to  the 
Ways  and  Means  Committee  or  to  any  committee  of  Congress. 
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Mr.  McGiLLicuDDY.  Has  such  information  as  you  have  refused  to 
furnish  here  been  furnished  to  any  Ways  and  Means  Committee? 

Mr.  Reed.  We  have  not  refused  anything,  Mr.  McGillicuddy. 

Mr.  McGillicuddy.  You  say  you  would  not  like  to  furnish  it  and 
have  it  made  public. 

31r.  Eeed.  We  do  not  like  to  have  the  committee  make  it  public. 

Mr.  McGillicuddy.  I  understand  you. 

Did  you  furnish  it  to  the  Ways  and  Means  Committee  with  the 
understanding  that  they  should  not  make  it  public  ? 

Mr.  Faehell.  No  ;  but  when  the  Ways  and  Means  Committee  were 
seeking  information  with  respect  to  the  costs  of  production  they 
sought  information  from  all  the  manufacturers  in  the  industry.  A 
manufacturer  at  Baltimore  might,  perhaps,  by  reason  of  his  geo- 
graphical position,  have  higher  costs  than  we  had,  or  a  manufacturer 
at  Seattle  might  be  using  Chinese  pig  iron,  and  he  might  be  in  a 
different  position  than  we  are.  Of  course,  the  tariff  is  a  difficult 
proposition,  because  at  the  present  time,  under  the  Payne-Aldrich 
tariff,  the  entire  Pacific  coast  business  has  been  lost  to  the  iron  and 
steel  manufacturers  of  this  country. 

The  consumption  of  pig  iron  on  the  Pacific  coast  at  the  present 
time  is  entirely  Chinese  iron. 

Mr.  Baktlett.  By  reason  of  the  reduction  on  the  ore  ? 

Mr.  Faerell.  No  ;  on  pig  iron.  It  was  reduced  from  $4  to  $2.50. 
The  freight  from  Hankow  to  San  Francisco  or  Tacoma  or  Seattle 
on  pig  iron  is  approximately  $1.50  a  ton,  because  vessels  go  out  with 
wheat,  flour,  and  other  products,  and  they  either  come  back  in  ballast 
or  take  this  Chinese  pig  iron. 

I  understand  there  is  a  Chinese  exclusion  law  on  the  statute  books 
that  prevents  the  immigration  of  Chinese;  but  here  is  a  situation 
where  their  product  comes  here  in  competition  with  the  industries 
and  workmen  of  this  country. 

Of  course,  you  realize  that  the  wages  paid  to  Chinamen  around  a 
blast  furnace  are  15  cents  a  day.     Mr.  Morton  Frewen,  one  of  the 

freatest  authorities  on  Chinese  affairs,  has  repeatedly  told  me  that 
5  will  pay  the  wages  of  30  workmen  around  these  furnaces  at  Han- 
kow ;  and  the  general  manager  of  those  works,  Mr.  Lee — not  a  China- 
man, but  an  Englishman — has  also  made  the  same  statement  to  me. 

Since  the  Payne-Aldrich  duties  went  into  effect  there  has  been  no 
pig  iron  sent  from  the  South.  The  iron  always  went  from  the 
South — Birmingham  and  other  places — to  the  Pacific  coast.  The 
Chinese  pig  iron  is  a  very  high-grade  iron;  they  have  splendid  ores 
in  the  Yangtse  Valley,  and  it  has  absolutely  shut  the  American  iron 
out. 

Mr.  Gabdnee.  In  consequence  of  the  lower  duty  ? 

Mr.  Fakeell.  To  some  extent. 

For  example,  Chinese  pig  iron  to-day  has  been  sold  on  the  Pacific 
coast  at  $18.50  a  ton  duty  paid. 

Mr.  Gaednee.  What  is  the  duty  ? 

Mr.  Fareell.  $2.50. 

Mr.  Danfoeth.  Has  the  Ways  and  Means  Committee  of  the  pres- 
ent Congress  inquired  of  the  iron  merchants  in  this  country— the 
manufacturers — so  far  as  you  know,  in  regard  to  the  costs  ? 

Mr.  Fabeell.  No.  I  understand  that  the  Ways  and  Means  Com- 
mittee are  not  going  to  have  any  session  on  thi?  proposed  bill. 
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Mr.  Gardner.  Any  hearings,  you  mean? 

Mr.  Farrell.  Pardon  me ;  I  mean  any  hearings. 

Mr.  Danforth.  So  that,  so  far  as  the  present  Congress  is  con- 
cerned, it  is  not  a  practical  question  to  find  out  the  costs  in  this 
question. 

Mr.  Farrell.  No. 

Mr.  Danforth.  If  they  prepare  a  schedule,  they  will  prepare  it 
from  some  information  that  they  now  have? 

Mr.  Farrell.  I  am  not  in  a  position  to  answer  intelligently  as  to 
where  they  obtained  their  information,  if  they  have  obtained  any. 

Mr.  Daxforth.  So  far  as  you  know,  it  has  not  been  asked  of  your 
corporation  or  of  other  manufacturers? 

^Ir.  Farrell.  No. 

Mr.  Barti.ett.  Does  it  cost  any  more  to  produce  pig  iron  or  steel 
products  now  than  it  did  in  1909? 

Mr.  Farrell.  Does  it  cost  more? 

Mr.  Bartijett.  Yes. 

Mr.  Farrell.  In  what  year? 

Mr.  Bartlett.  1909. 

Mr.  Farrell.  Yes,  sir ;  I  should  say  that  it  costs  us  fully  50  cents 
a  ton  more ;  and  that  50  cents  a  ton  is  solely  due  to  the  fact — ^you  are 
speaking  of  our  corporation? 

Mr.  Bartlett.  I  am  speaking  of  the  general  production  of  pig 
iron. 

Mr.'FARRELL.  We  estimated,  within  a  few  weeks,  that  we  had  ex- 
pended for  safety  appliances  in  our  mills  during  the  last  year  some- 
thing over  a  $1,000,000,  and  pension ■ 

Mr.  Bartlett  (interposing).  You  mean  the  overhead  charges  have 
increased  ? 

Mr.  Farrell.  Yes ;  because  of  the  welfare  work  that  we  are  doing 
among  our  workmen. 

Mr.  Bartlett.  That  is  permanent  work.  That  will  adjust  itself 
in  a  short  while  ? 

Mr.  Farrell.  If  something  else  does  not  come  along  that  requires 
further  consideration. 

Mr.  Barti^tt.  The  Ways  and  Means  Committee  of  the  last  Con- 
gress did  have  a  number  of  very  eminent  gentlemen  before  it  who 
gave  evidence  as  to  the  costs  of  the  products  of  all  this  iron  and  steel 
business. 

Mr.  Farrell.  Yes;  and  I  should  say  that,  in  a  general  way,  that 
information  is  approximately  correct,  with  the  exception  that  there 
are  instances,  as  in  the  pig-iron  industry 

Mr.  Bartlett  (interposing).  That  was  the  reason  I  asked  the  ques- 
tion whether  or  not,  generally  speaking,  the  production  of  pig  iron 
and  iron  and  steel  products  had  shown  an  increased  cost  materially 
since  1909? 

Mr.  Farrell.  Was  my  answer  satisfactory? 

Mr.  Bartlett.  Yes. 

The  Chairman.  Suppose  this  committee  should  conclude  that  it 
did  not  desire  by  law  to  force  the  manufacturers  on  the  Pacific  coast 
to  use  domestic  pig  iron,  but  at  the  same  time  we  wished  to  have  the 
pig  iron  sold  to  them  at  the  lowest  possible  sum  consistent  with  the 
exclusion  of  the  foreign  product ;  that  we  did  not  want  any  Chinese 
pig  iron  or  any  German  pig  iron  or  other  kinds  of  pig  iron  to  come 
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into  this  country ;  but  we  did  not  want,  in  excluding  that  pig  iron,  to 
raise  the  price  of  pig  iron  10  cents,  15  cents,  or  $1  above  the  lowest 
amount  that  would  exclude  it,  because  that  would  tend  to  unneces- 
sarily increase  the  cost  to  the  consumer  everywhere.  We  would  have 
to  know,  then,  approximately  the  cost  of  producing  and  transporting 
Chinese  pig  iron,  and  we  would  have  to  know  the  cost  of  producing 
and  transporting  American  pig  iron,  would  we  riot  ?  Would  not  that 
be  necessary  in  order  to  grant  you  that  relief  ? 

Mr.  Faeeell.  Yes,  sir. 

The  Chaibman.  If  you  will  not  tell  us,  how  can  we  help  you? 

Mr.  Fakkell.  I  am  not  complaining  about  the  importation  of 
Chinese  pig  iron  or  of  Belgian  pig  iron  or  of  Middlesborough  pig 
iron.  I  am  merely  citing  the  condition  that  exists  under  the  present 
metal  schedules. 

The  Chaikman.  Would  you  not  prefer  to  sell  that  pig  iron  your- 
self ? 

Mr.  Faeeell.  Yes;  but  there  is  a  whole  zone  in  this  country 
where,  under  the  Payne-Aldrich  law,  if  the  mills  in  Europe  were 
not  as  busily  occupied  as  they  are  now,  importations  of  material 
into  this  country  would  be  enormous.  I  prepared  a  map  a  short 
time  ago  which  I  worked  out  from  data  which  I  had  obtained  from 
a  series  of  years,  showing  that  a  certain  zone  of  the  country  would 
be  entirely  on  a  free-trade  basis  if  these  enormous  capacities  of 
Europe  were  unoccupied.  Fortunately  for  us,  at  the  present  time 
they  are  very  busy. 

Mr.  Babtlett.  Are  they  not  at  the  present  time  busier  than  they 
have  been  for  years? 

Mr.  Faeeeix.  They  are. 

Mr.  Bartlett.  Is  it  not  a  fact  that  not  only  the  steel  corporation 
but  what  we  call  the  independents  have  booked  orders  and  business 
more  than  at  any  other  time  in  recent  years? 

Mr.  Faeeell.  Judge  Bartlett,  for  a  period  of  two  years  there  has 
been  a  certain  hesitancy  in  business,  and  the  business  of  the  country 
has  been  sort  of  damming  up  or  banking  up.  The  necessities  of  the 
buyers  throughout  the  country  have  become  so  acute  that  there  has 
been  a  considerable  impetus  to  the  business,  and  it  is  a  fact  that  we 
are  now  busier  than  we  have  been  for  a  period  of  perhaps  18  months. 
We  have  started  some  furnaces  that  have  not  been  active  for  two 
years,  I  think. 

Mr.  Babtlett.  Is  it  not  a  fact  that  the  Carnegie  Steel  Co.  now  has 
all  of  its  open-hearth  furnaces  in  commission? 

Mr.  Faeeell.  That  is  correct. 

Mr.  Baetlett.  And  by  the  end  of  this  month  the  steel  corporation 
will  have  between  87  and  90  per  cent  of  its  capacity  active  ? 

Mr.  Faeeell.  No  ;  that  is  not  correct.  But  the  statement  is  correct 
that  the  Carnegie  Steel  Co.  have  at  the  present  time  all  their  open- 
heartli  furnaces  in  operation.    The  other  statement  is  a  surmise. 

Mr.  Bartlett.  I  do  not  always  take  the  newspaper  statements  as 
correct. 

Mr.  Faerell.  Nor  do  I. 

Mr.  Baetijstt.  I  saw  the  other  day,  when  I  was  in  New  York, 
from  what  purported  to  be  reliable  sources,  in  a  business  paper,  that 
the  steel  corporation  had  700,000  tons  of  steel  more  contracted  for 
than  they  could  supply. 
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Mr.  Gardner.  Is  that  so,  Mr.  Farrell? 

Mr.  Faeeell.  I  have  not  seen  the  statement,  Mr.  Gardner. 

Mr.  Gardner.  Is  it  true? 

■\rr.  Farrell.  I  do  not  quite  understand  what  the  statement  was. 

Mr.  Bartlett.  Have  you  not  booked  contracts — I  believe  that  is 
the  term — for  a  grejit  many  more  tons  of  steel  than  you  did  last 
year? 

Mr.  Farrell.  Yes,  sir;  that  is  correct. 

Mr.  Bartlett.  And  is  it  not  greater  than  you  have  booked  for  sev- 
eral years  past? 

Mr.  Farrell.  I  should  say  it  is  greater  than  for  the  past  18 
months. 

The  Chairman.  When  did  this  increase  in  your  business  start — this 
renewed  activity? 

Mr.  Gardner.  That  is  not  the  question  to  which  I  was  referring. 
T  thought  you  read  something  from  that  paper.  Judge  Bartlett? 

Mr.  Bartlett.  From  this  morning's  paper? 

Mr.  Gardner.  Something  to  the  effect  that  they  had  a  greater 
amount  of  orders  for  steel  than  they  could  supply. 

Mr.  Bartlett.  I  did  not  read  that  from  the  paper. 

Mr.  Gardner.  I  thought  you  did.    I  asked  Mr.  Farrell  if  it  was  so. 

Mr.  Bartlett.  I  might  have  looked  at  the  paper,  but  I  d^d  not 
intend  to  create  the  impression  that  T  was  reading  from  that  paper. 
I  say  I  got  that  in  New  York. 

Mr.  Reed.  You  have  not  contracted  for  more  tha'n  you  could  sell? 

Mr.  Farrell.  No.  We  have  not  contracted  for  more  than  we  could 
sell.  We  have  a  very  large  capacity  that  we  would  be  very  glad  to 
employ. 

Mr.  Bartlett.  Do  you  know  whether  or  not  this  is  not  also  true  of 
the  independents? 

Mr.  Farrell.  I  understand  it  is ;  yes.  I  imderstand  they  are  get- 
ting more  business 

The  Chairman.  As  I  understand,  these  costs  sheets  that  have  been 
asked  for  will  be  furnished,  and  Mr.  MacEae  will  be  permitted  to 
inspect  them  and  to  make  such  use  of  them  as  he  thinks  fit. 

Mr.  Eeed.  The  situation  is  just  this,  Mr.  Chairman,  if  I  may  sum 
it  up: 

In  order  to  assist  Mr.  MacRae  we  have  put  a  tremendous  quantity 
of  work  on  making  these  compilations.  The  original  costs  them- 
selves are  voluminous,  and  probably  Mr.  MacRae  could  not  make  any 
valuable  use  of  the  originals  without  putting  a  corps  of  clerks  on 
them  to  work  for  several  weeks.  We  tried  to  do  that  work  for  him, 
and  made  the  compilations.  We  have  done  that.  But  if  he  wants  to 
go  beyond  that  and  take  up  the  originals,  he  can  do  it  at  any  time 
in  the  offices  in  New  York.  But  please  do  not  ask  us  to  bring  the 
originals  down  here. 

The  Chairman.  No;  we  do  not  care  to  have  them  brought  down 
here. 

Mr.  Reed.  For  one  thing,  we  need  them  all  the  time. 

The  Chairman.  We  want  the  originals  turned  over  to  him  for  such 
use  as  he  thinks  proper. 

Mr.  Reed.  And  I  hope  the  committee  will  end  by  deciding  that, 
at  the  most,  the  compilations  are  all  they  will  want  to  publish  after 
Mr.  MacRae  has  verified  them  and  found  they  are  accurate  and  fair. 
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Mr.  Gardner.  I  want  to  ask  some  questions  before  that  is  settled, 
Mr.  Chairman. 

The  Chairman.  Very  well. 

Mr.  Gardner.  I  distinctly  got  the  idea  last  summer  from  the  coun- 
sel of  your  company  that  you  had  no  objection  to  the  publication 
of  these  cost  sheets  in  gross ;  that  is,  a  compilation  showing  the  aver- 
age cost  of  production  to  the  United  States  Steel  Corporation  of 
various  articles. 

I  gather  from  your  evidence  this  morning  that  you  object  to  the 
publication  of  these  compilations  of  averages.    Is  that  correct  ? 

Mr.  Farrell.  No,  sir ;  that  is  incorrect.  You  have  misunderstood 
my  testimony.  We  do  not  object  to  the  publication  of  a  compilation 
of  averages,  but  we  do  object  to  the  general  segregation  of 

Mr.  Gardner  (interposing).  Let  us  not  have  any  misunderstanding. 

Do  you  object  to  the  publication  of  the  average  cost  of  production 
of  pig  iron  to  the  United  States  Steel  Corporation  ? 

Mr.  Farrell.  Would  you  not  take  into  consideration,  Mr.  Gard- 
ner, the  fact  that  there  are  other  producers  in  this  country  produc- 
ing materials  in  various  places 

Mr.  Gardner.  I  take  it  all  into  consideration. 

What  I  want  to  know  is  whether  I  understood  the  position  of  the 
Steel  Corporation  last  summer  correctly  or  whether  it  is  changed  or 
whether  your  position  is  somewhat  different  from  what  I  have  under- 
stood ? 

To  give  a  concrete  illustration:  Do  you  object  to  the  publication 
of  the  average  cost  of  production  of  pig  iron  to  the  United  States 
Steel  Corporation? 

Mr.  Eeed.  May  I  explain  to  Mr.  Farrell  what  has  gone  before, 
Mr.  Gardner? 

Mr.  Gardner.  I  wish  you  would. 

(Mr.  Eeed  thereupon  made  an  information  explanation  to  Mr. 
Farrell.) 

Mr.  Farrell.  Your  interpretation  is  correct,  Mr.  Gardner. 

Mr.  Gardner.  My  interpretation  of  your  words  or  my  understand- 
ing of  what  was  said  last  summer  ?    Which  is  correct  ? 

Mr.  Farrell.  Both. 

Mr.  Gardner.  They  do  not  seem  to  me  to  be  harmonious. 

Do  I  understand  you  now  to  say  that  you  have  no  objection  to  the 
publication  of  the  compilation  ? 

Mr.  Farrell.  The  composite  costs  ? 

Mr.  Gardner.  The  composite  costs  of  each  separate  product.  Do 
you  have,  first,  any  objection  to  the  publication  of  the  composite  cost 
of  pig  iron?  • 

Mr.  Farrell.  No ;  if  you  limit  it  to  pig  iron. 

Mr.  Gardner*  Have  you  an  objection  to  the  publication  of  the 
composite  costs  of  blooms? 

Mr.  Farrell.  No  ;  I  can  not  say  that  I  have,  because  a  bloom  is  not 
very  far  removed  from  pig  iron. 

Mr.  Gardner.  Or  billets? 

Mr.  Farrell.  I  might  object  there ;  yes. 

Mr.  Gardner.  Or  tubes? 

Mr.  Fabkell.  Yes. 

Mr.  Gardner.  You  would  object? 
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Mr.  Faerell.  Yes. 

Mr.  Gardner.  In  other  words,  you  do  not  object  in  the  cruder 
products? 

Mr.  Fabeeu,.  No. 

Mr.  Gardner.  But  as  a  product  approaches  a  finished  state,  you 
object  to  the  publication  or  the  composite  costs  of  those  particular 
units? 

Mr.  Faerell.  You  are  right. 

Mr.  Gardner.  I  want  to  get  this  perfectlj^  clear,  because  surely 
this  differs  from  what  I  understood  the  situation  to  be  last  summer. 
I  had  understood  that  you  had  no  objection  to  our  publication  of  the 
various  material  which  I  understood  you  had  supplied  to  the  Bureau 
of  Corporations,  provided  we  published  it  in  a  composite  form.  Now 
you  say  that  composite  form  must  not  apply  to  particular  products? 

Mr.  Farrell.  To  finished  products. 

Mr.  Gardner.  At  least,  that  is  your  desire,  that  it  should  not  apply 
to  those  products? 

Mr.  Farrell.  Yes ;  that  is  my  desire. 

Mr.  Gardner.  And  it  is  needless  to  say  that  you  are  speaking  for 
the  United  States  Steel  Corporation  absolutely  in  that? 

Mr.  Farrell.  I  do  not  know  that  I  would  want  to  be  placed  in  that 
position.  You  have  made  a  statement  here  that  our  counsel  has  vol- 
unteered to  give  information.    I  do  not  recollect  that  our  counsel  has. 

Mr.  Reed.  Mr.  Farrell  has  not  been  in  as  close  touch  as  he  might 
have  been  with  the  proceedings  before  this  committee,  Mr.  Gardner. 

Mr.  Gardner.  Mr.  Eeed  understands  perfectly  well  that  a  great 
deal  of  discussion  goes  on  in  executive  session  between  counsel  for 
the  United  States  Steel  Corporation  and  the  committee  that  I  may 
very  well  have  confused  in  my  mind  with  what  took  place  before  the 
committee  in  a  public  hearing  or  before  the  full  committee  in  execu- 
tive session;  and,  therefore,  I  want  to  arrive  at  what  the  position  of 
the  United  States  Steel  Corporation  is  as  a  matter  of  record. 

Mr.  Faerell.  I  believe  you  have  correctly  stated  it. 

Mr.  Gardner.  You  have  given  the  correct  statement? 

Mr.  Farrell.  Yes. 

Mr.  Gardner.  I  just  want  to  ask  you  one  or  two  questions  in  order 
to  elucidate  in  my  mind  the  question  as  to  whether  you  are  asking 
something  reasonable  or  not,  just  as  a  little  while  ago  I  asked  you 
if  your  competitors  could  estimate  your  bids  before  they  were  opened 
if  they  knew  the  cost  of  production  of  particular  articles;  to  which 
^  I  recollect  rightly,  you  answered  that  they  could  estimate  them  to  a 
fraction  ? 

Mr.  Farrell.  Yes ;  if  they  knew  our  costs. 

Mr.  Gardner.  As  a  matter  of  fact,  does  not  the  cost  vary  a  great 
deal  from  time  to  time  ? 

Mr.  Faerell.  In  localities. 

Mr.  Gaednee.  And  if  this  information  were  published  to-day. 
would  any  European  competitors  feel  that  it  was  secure  enough  for 
him  to  base  his  own  bid  on  three  months  from  to-day  ? 

Mr.  Faerell.  Yes. 

Mr.  Gardner.  That  would  be  a  great  guide  to  him? 

Mr.  Farrell.  Yes.  For  example,  in  the  German  industry  the  mills 
that  are  concerned  with  the  manufacture  of  materials  for  export  are 
principally  located  in  the  Westphalian  district,  and  most  of  them  are 
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on  the  River  Rhine  or  the  Ruhr,  and  other  rivers,  and  they  have  water 
transportation  to  Rotterdam,  Antwerp,  and  so  on. 

_Mr.  Gaednek.  In  the  course  of  three  months  what  would  be  the 
minimum  or  maximum  that  your  cost  of  production  might  vary  ? 

Mr.  Faeeell.  You  are  speaking  of  the  cruder  forms  of  material  ? 

Mr.  Gaednee.  First  of  the  cruder  forms,  yes;  and  then  of  the  fin- 
ished forms. 

Mr.  Faeeell.  They  might  vary  25  or  50  cents  a  ton. 

Mr.  Gardnee.  And  in  the  more  finished  forms? 

Mr.  Faeeell.  Probably  $10.  It  all  depends  upon  the  character  of 
the  operation. 

Mr.  Gaednee.  That  being  so,  that  variation  coming  oyer  such  a 
wide  margin  as  25  to  50  cents  a  ton,  is  it  or  is  it  not  a  fact  that  to-day 
your  European  competitors,  as  a  matter  of  fact,  do  know  within  25  or 
50  cents  a  ton  your  costs,  or  do  they  ?  Or  do  you  know  theirs  within 
25  or  50  cents  a  ton? 

Mr.  Faeeell.  I  am  not  positive  as  to  them. 

Mr.  Gaednee.  But  sufficiently  so  to  form  an  estimate  for  your  bid  ? 

Mr.  Faeeell.  It  would  depend  a  great  deal  on  where  the  material 
was  being  shipped  from.  The  competition  might  be  with  Germany, 
or  it  might  be  with  Belgium,  or  it  might  be  with  Austria,  or  with 
Russia. 

Mr.  Gaednee.  You  might  know  the  German  costs  better  than  the 
Russian  costs,  for  instance,  or  the  Belgian  costs?  We  can  quite 
understand  that. 

I  am  just  going  to  allude  to  something  that  the  chairman  brought 
out.  We  have  had  a  great  deal  of  evidence  from  Judge  Gary  and 
from  other  people  as  to  what  is  called  by  Mr.  Herbert  Knox  Smith. 
and,  I  dare  say,  by  other  people  "  cooperation." 

Mr.  Faeeell.  Yes,  sir. 

Mr.  Gaednee.  The  cooperation  which  exists  between  producers 
of  steel,  independents  and  the  United  States  Steel  Corporation; 
and  we  have  been  informed  that,  whatever  understanding  occurred 
or  exists  between  manufacturers  in  this  country — the  understanding, 
or  the  comprehension,  I  had  better  put  it — oi  each  others  business 
through  which  destructive  competition  has  disappeared,  have  been 
brought  about  by  a  complete  interchange  of  knowledge  of  costs 
between  the  producers  of  the  various  articles  affected.  Do  you  agree 
with  that? 

Mr.  Faeeell.  No  ;  not  so  much  with  respect  to  costs,  Mr.  Gardner, 
as  with  respect  to  processes. 

Mr.  Gaednee.  There  was  pretty  voluminous  evidence,  I  think, 
that  there  was  a  complete  exposition  amongst  themselves  of  their  costs. 

Mr.  Reed.  Mr.  Schwab  stated  that. 

Mr.  Gaednee.  I  can  not  remember  whether,  anybody  who  was 
testifvine-  from  his  own  knowledge,  or  testifying  from  his  knowledge 
of  the  sifeel  business,  made  that  statement,  but  somewhere  that  was 
stated.  It  may  have  been  Mr.  Temple  or  somebody  wJio  would  not 
speak  from  his  own  knowledge. 

Mr.  Reed.  I  do  not  remember. 

Mr.  Faeeell.  I  think  Mr.  Schwab  stated  that  it  would  be  a  de- 
sirable thing  to  do.  Perhaps  it  would  be,  for  one  manufacturer  to 
learn  the  costs  of  the  other.    It  may  be  that  he  was  anxious 
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Mr.  Gardner.  As  a  matter  of  fact,  do  the  manufacturers  of  the 
more  finished  forms  or  of  the  cruder  forms  of  steel  reveal  to  each 
other  their  costs  ? 

Mr.  Farrell.  No,  sir. 

Mr.  Gardner.  They  do  not? 

Mr.  Farrell.  They  do  not. 

Mr.  Gardner.  It  is  just  a  secret  amongst  themselves? 

Mr.  Farrell.  Yes,  sir. 

Mr.  Gardner.  That,  I  am  quite  confident,  is  contrary  to  some  of 
the  evidence  that  we  have  hitherto  had. 

Mr.  Eeed.  It  is  quite  contrary  to  what  Mr.  Schwab  says  the  gen- 
eral practice  is ;  but  it  is  quite  consistent  with  his  own  refusal  here, 
on  page  1349,  to  tell  us  what  he  pays  for  his  ore. 

Mr.  Gardner.  I  did  not  hear  Mr.  Schwab  testify,  and  I  have  heard 
this  testified  to,  because  I  remember  when  the  testimony  came  up— • 
somewhat  reversing  the  process  that  I  am  going  through  this  morn- 
ing— I  said :  "We  have  been  told  that  the  guarding  of  secrets  "  (that 
is,  the  guarding  of  costs  of  production)  "  is  a  very  vital  matter." 

I  think,  perhaps,  you  will  find  in  Herbert  Knox  Smith's  evidence 
that  he  testifies  to  the  statements  made  to  him.  It  may  be  in  his  evi- 
dence. I  certainly  have  had  a  very  strong  impression  that  a  very 
large  number  of  men  in  this  country  knew  each  other's  costs  pf  pro- 
duction. 

Mr.  Farrell.  The  only  way  they  could  learn  that  would  be  where 
one  employee  would  leave  a  concern  and  go  to  another. 

Mr.  Gardner.  But  I  mean  by  deliberate  interchange  of  knowledge. 

Mr.  Farrell.  No. 

Mr.  Gardner.  I  do  not  mean  surreptitiously  acquired  knowledge. 
I  mean  a  voluntary  interchange  of  Imowledge.  You  say  that  does 
not  exist? 

Mr.  Farrell.  It  does  not  exist.  There  is  no  deliberate  interchange 
of  information. 

The  Chairman.  What  is  the  page  of  that  testimony? 

Mr.  Reed.  Where  he  refers  to  the  price  of  his  ore  ?    Page  1349. 

Mr.  Young.  I  remember  when  Mr.  Schwab  was  asked  the  price  he 
paid  for  the  ore  he  had  imported  from  Sweden  his  reply  was  that 
there  were  many  people  in  the  United  States  that  would  like  to  know. 
And  the  matter  dropped  there  and  was  not  pressed. 

The  Chairman.  I  will  have  Mr.  Schwab's  testimony  here  in  a 
moment.  My  recollection  is  that  he  said  here  and  abroad  they  took 
each  other  into  their  confidence  implicitly  as  to  every  detail  of  the 
cost  of  production;  that  that  was  customary  among  manufacturers 
in  this  country,  and  that  the  foreigners  knew,  within  a  few  cents, 
or  within  a  trifling  amount,  just  what  it  cost  us  to  produce  pig  iron 
and  we  knew  what  it  cost  them,  and  there  was  no  way  to  conceal  it. 

Mr.  Farrell.  I  had  not  heard  that. 

Mr.  Gardner.  You  will  very  readily  see  what  would  be  working 
in  my  mind,  which  is  that  a  secret  shared  by  so  many  persons  is  no 
longer  a  secret  to  anyone  who  sets  about  finding  it  out. 

Mr.  Farrell.  That  is  correct. 

Mr.  Gardner.  This  seems  to  be  a  question  of  what  the  facts  are. 
I  had  supposed  that  they  were 

Mr.  Farrell.  I  am  not  familiar  with  this  statement  that  has  beem 
made. 
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Mr.  Gakdnee.  You  are  certainly  the  first  witness  wlio  has  stated 
the  contrary  within  my  hearing.  I  was  not  here  when  Mr.  Schwab 
was  examined.  I  fact,  I  do  not  think  I  was  a  member  of  this  com- 
mittee, was  I,  Mr.  Chairman? 

The  Chairman.  Yes.    It  was  in  New  York. 

Mr.  Gardner.  Oh,  yes. 

I  wanted  to  elucidate  that  point  for  my  own  satisfaction.  That 
is  all. 

The  Chairman.  The  committee  will  take  a  recess  until  2.30. 

Mr.  Eeed.  Just  a  moment,  Mr.  Chairman,  before  you  take  the 
recess. 

You  will  find  at  page  1277  the  statement  by  Mr.  Schwab  as  to  the 
disclosure  of  costs  by  manufacturers  to  one  another. 

Whereupon,  at  1.10  o'clock,  p.  m.,  a  recess  was  taken  until  2.30 
o'clock  p.  m. 

after  recess. 

At  the  expiration  of  the  recess  the  committee  resumed  its  session. 

STATEMENT  OF  MR.  J.  A.  FARRELL— Resumed. 

The  Chairman.  Mr.  Farrell,  while  Mr.  Schwab  was  on  the  stand 
I  discussed  with  him  the  propriety  of  this  perfect,  open  revelation 
of  one  company  to  another  of  the  intricacies  of  its  business.  I  said 
to  him,  in  speaking  of  his  initiating  this  golden-rule  proposition  of 
having  all  the  companies  meet  and  confer  with  one  another : 

The  Chairman.  You  proposed  that  the  various  independent  companies  should 
compare  their  cost? 

Mr.  Schwab.  Yes,  sir. 

The  Chaieman.  Did  you  propose  that  each  one  of  those  companies  should 
give  to  each  of  the  other  companies  an  itemized,  accurate,  and  detailed  state- 
ment of  the  cost  of  the  production  of  its  articles? 

Mr.  Schwab.  I  did. 

The  Ohaibman.  Let  me  understand  you,  then,  a  little  more  definitely. 

Mr.  Schwab.  Yes,  sir. 

The  Chairman.  Do  you  mean  to  say  that  one  concern  should  give  to  its 
aompetitors  the  cost  of  mining  its  ore,  the  actual  cost  of  its  transportation,  the 
actual  cost  of  the  mining  of  its  coal,  of  the  making  of  that  coal  into  coke,  of 
the  transportation  of  the  coke  to  the  oven,  the  cost  of  procuring  its  limestone, 
and  the  formulas  by  which  these  various  constituents  were  mixed  in  the  blast 
furnace,  the  patents,  and  all  the  details  of  operation  by  which  the  four  or  five 
»ons  of  material,  mixed  by  the  most  skillful  chemists,  should  be  made  into  a 
kin  of  pig  iron,  and  would  give  them  all  those  valuable  trade  secrets  when  they 
were  In  competition? 

Mr.  Schwab.  I  did;  absolutely. 

The  Chairman.  Do  you  believe  that  they  could  do  that  in  this  country 
without  Injury  to  each  other? 

Mr.  Schwab.  Not  only  do  I  believe  they  could  do  it,  but  I  know  that  in  most 
«f  the  instances  you  have  named  they  do  do  it. 

The  Chairman.  They  do  do  it? 

Mr.  Schwab.  Yes,  sir.    May  I  proceed? 

The  Chairman.  Yes,  sir. 

Mr.  Schwab.  The  British  Iron  and  Steel  Institute,  which  is  one  of  the  great 
organizations  of  the  world,  is  principally  occupied  each  year  in  the  discussion 
of  the  very  problem  that  I  propose.  In  a  technical  way.  I  propose  to  extend  it 
still  further  and  to  compare  all  the  items  that  go  into  the  cost  of  making  a  ton 
of  pig  Iron— for  example,  at  the  various  independent  plants  throughout  the 
United  States — because,  as  a  matter  of  fact,  the  technical  questions  of  which 
you  speak,  like  transportation,  the  cost  of  mining  ore,  the  making  of  coke,  and 
Bimilar  things,  are  already  well  known  by  all  of  them. 
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The  Chairman.  Now,  Jlr.  Schwab,  if  you  will  permit  another  interruption, 
suppose  this  committee  should  ask  you  to  furnish  to  us  a  cost  sheet  showing 
the  operation  of  one  of  your  great  blast  furnaces,  the  constituent  eleioents  of 
iron  that  go  into  it,  the  actual  cost  of  every  detail,  of  mining,  transportation, 
and  smelting,  from  the  time  that  the  first  raw  material  was  taken  from  the 
bowels  of  the  earth  until  the  slag  was  in  one  place  and  the  ore  in  another,  would 
you  be  willing  to  furnish  such  information? 

Mr.  Schwab.  Quite  so;  not  only  willing,  but  we  do  do  it. 

"We  have  been  advised  here  by  witness  after  witness,  before  any  of 
these  demands  were  made,  that  under  this  golden  rule,  as  Judge  Gary 
says,  applying  so  generally,  when  you  meet  at  these  Gary  dinners 
and  other  places  you  discuss  freely  and  uniformly  the  intimate  details 
of  your  business  one  way  or  the  other. 

Your  statement  this  morning — I  am  not  questioning  it  at  all — is 
surprising,  in  view  of  the  condition  of  affairs  we  were  led  to  believe 
existed  through  Judge  Gary  and  Mr.  Schwab  and  these  other  gentle- 
men who  have  told  us  that  that  cutthroat  competition  and  that 
policy  of  secrecy  and  withholding  from  one  another  the  details  of 
your  business  has  long  since  been  abandoned  as  a  barbarous  and  un- 
necessary precaution. 

Mr.  Reed.  Where  do  you  find  Judge  Gary's  testimony  on  that,  Mr. 
Chairman  ? 

The  Chaieman.  In  what  he  testified  to  before  the  committee.  I 
am  quoting  him  generally. 

Mr.  Farkell.  Mr.  Chairman,  as  I  understand  it,  Mr.  Schwab  ex- 
pressed his  opinion  in  giving  that  testimony. 

The  Chaieman.  Does  Mr.  Schwab  make  pig  iron? 

Mr.  Farrell.  Yes,  sir. 

The  Chairman.  And  steel  rails? 

Mr.  Farrell.  Yes,  sir. 

The  Chairman.  And  plates? 

Mr.  Farrell.  No. 

The  Chairman.  Armor  plate? 

Mr.  Farrell.  Yes. 

The  Chaiemat^.  Has  he  competition  in  Germany  in  the  making  of 
those  things,  and  in  other  parts  of  the  world  ? 

Mr.  Farrell.  Certainly. 

The  Chairman.  Suppose  he  should  furnish  us  with  this  detailed 
cost ;  would  they  put  him  out  of  business  ? 

Mr.  Farrell.  That  is  a  matter  for  Mr.  Schwab  to  say. 

The  Chairman.  Would  it  not  be  as  dangerous  to  him  as  it  would 
be  to  the  Steel  Corporation,  and  more  so,  because  it  is  a  smaller  con- 
cern and  more  easily  licked? 

Mr.  Farrell.  When  you  asked  Mr.  Schwab  what  he  paid  for  the 
Swedish  ore,  did  he  tell  the  committee? 

The  Chairman.  I  asked  him  the  amount  that  he  imported,  and  h« 
did  not  tell  the  committee. 

Mr.  Young.  You  asked  him  the  price  also. 

The  Chairman.  Yes. 

Mr.  Reed.  You  asked  him  the  price  also. 

Mr.  Farrell.  Nobody  has  ever  been  able  to  find  out,  although  a 
good  many  people  in  the  industry  are  curious  to  know. 

The  Chairman.  I  understand  that  there  are  pecxiliar  reasons  for 
his  not  revealing  what  he  paid  for  Swedish  ore,  which  would  not 
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prevail  as  to  his  Cuban  ores  or  ores  in  this  country,  and  he  was  per- 
fectly frank  in  telling  anything  about  the  Cuban  ores. 

Mr.  Faerell.  Has  he  stated  the  cost  of  the  Cuban  ores  ? 

The  Chairman.  I  do  not  recall  that  I  asked  him. 

Mr.  Fareelli.  Nobody  has  ever  been  able  to  find  out. 

The  Chairman.  He  stated,  I  think,  the  prices  for  which  he  pur- 
chased ;  its  present  value. 

Mr.  Farhell.  He  has  not  testified  as  to  the  cost  of  the  Cuban  ore 
delivered  at  Bethlehem? 

The  Chairman.  I  do  not  recall.  He  expressed  his  willingness  to 
do  it.  But,  as  we  were  not  investigating  the  Bethlehem  Steel  Co.,  we 
did  not  go  into  the  details  of  that  matter,  and  I  really  did  not  ask 
him  for  any  cost  sheets,  because  we  were  not  authorized  to  enforce 
such  a  request,  and  I  did  not  care  to  make  the  request  unless  I  had 
the  power,  if  necessary,  to  insist  upon  it  afterwards. 

What  I  am  driving  at  now  is  this:  Mr.  Schwab,  being  a  practical 
steel  man,  as  I  understand,  expressing  this  willingness  to  take  the 
committee  into  his  confidence,  and  stating  it  as  a  well-known  fact 
that  they  did  take  each  other  into  their  confidence,  I  see  no  reason, 
if  the  steel  people  themselves,  the  manufacturers  themselves,  knew 
all  about  each  other's  business,  why  we  should  not  know. 

Mr.  Faeeell.  As  I  understand  it,  he  testified  as  to  his  disposition 
to  furnish  the  information. 

The  Chairman.  And  he  testified  to  the  fact  that  these  concerns 
did  furnish  this  information  one  to  the  other. 

Mr.  Reed.  I  think  it  is  not  a  question  of  Mr.  Schwab's  disposition 
that  the  chairman  is  trying  to  get  at,  but  the  question  of  the  prac- 
tice of  the  steel  makers  of  the  country,  as  to  whether  or  not  they  do 
exchange  information  as  fully  as  that  would  indicate. 

Mr.  Faeeell.  I  am  acquainted  with  practically  every  steel  manu- 
facturer in  this  country  and, ,  I  might  say,  abroad.  I  have  never 
heard  one  manufacturer  indicate  his  cost  of  production  to  another, 
because  that  is  the  essence  of  his  business ;  it  is  the  foundation  upon 
which  his  business  succeeds  or  fails. 

Mr.  Beall.  What  are  the  confidences  that  these  steel  manufac- 
turers exchange  one  with  another  at  the  frequent  meetings  that  they 
have? 

Mr.  Faeeell.  There  are  a  good  many  matters  discussed ;  for  exam- 
ple, processes, 

Mr.  Beall.  If  one  steel  manufacturer  has  a  superior  kind  of 
process,  would  he  not  feel  some  hesitancy  about  revealing  that  to  his 
competitors?  Would  not  that  be  one  of  the  elements  that  would 
give  him  advantage,  or  primacy,  or  dominancy  in  the  steel  market? 

Mr.  Faeeell.  It  would  naturally  seem  so ;  but  if  an  inventor,  or  a 
man  who  claimed  to  be  an  inventor,  came  to  us  and  stated  that  he 
had  some  process  for  recovering  benzol  or  some  coal-tar  product 
from  the  coal  in  the  production  of  coke,  we  would  naturally  make 
inquiry  as  to  whether  or  not  his  claims  were  correct.  He  might 
say,  for  example :  "  Krup^s  use  this."  "  Cockerills  in  Belgium  use 
it."  A  great  deal  of  the  time  of  these  meetings  and  conventions  has 
been  taken  up  in  discussing  matters  of  that  kind,  as  well  as  welfare 
work  in  the  mills. 

Mr.  Beall.  We  have  heard  something  about  an  institution  here 
called  the  Gary  dinners. 
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Mr.  Faerell.  Yes. 

Mr.  Beall.  I  think  the  record  shows  you  had  the  pleasure  of 
attending  some  of  them? 

Mr.  Fakeell.  Most  of  them. 

Mr.  Beall.  At  the  dinner  of  January  11,  1911,  which  occurred,  1 
think,  just  after  you  were  elevated  to  the  presidency  of  the  Steel 
Corporation 

Mr.  Faeeell.  The  same  day. 

Mr.  Beall  (continuing).  Mr.  Gary  said: 

Is  it  any  wonder  that  sucli  as  I,  coming  a  few  years  ago  from  another  ijro- 
fession — liaving  spent  his  time  in  other  lines  of  activity — coming  into  this 
business  without  Isnowledge  of  the  business  or  acquainted  with  those  con- 
nected with  it,  groping  along  in  more  or  less  uncertain  paths,  but  eventually 
reaching  the  position  which  we  have  reached  in  our  travels,  so  that  we  can 
have  and  do  have  absolute  confidence  in  one  another — willing  to  lay  our  business 
down  upon  the  table  for  the  inspection  of  our  neighbors — 

What  do  you  understand  that  to  mean? 

Mr.  Fakeell.  I  do  not  understand  that  had  any  reference  to  ex- 
changing the  cost  of  production  as  between  one  manufacturer  and 
another. 

Mr.  Beall.  What  did  you  understand  it  to  mean? 

Mr.  Faeeell.  The  steel  industry,  like  many  other  industries,  has 
suffered  from  what  might  be  termed  the  commercial  turpitude  of 
buyers.  A  man  might  oe  erecting  a  building,  and  he  might  say  to 
one  of  our  people :  "  The  Bethlehem  Steel  Co.  is  willing  to  furnish 
this  material  for  $36  a  ton." 

And  we  might  know,  perhaps,  that  the  Bethlehem  Steel  Co.  could 
not  do  it  for  the  price — at  least,  we  would  not  suppose  they  could, 
because  our  cost  might  be  $42. 

There  is  a  great  deal  of  distortion  going  on  all  the  time  by  people 
who  are  buymg  our  materials  as  to  what  the  other  man  can  sell 
hiTn  materials  for,  whereas  the  costs  are  pretty  well  determined. 

Mr.  Beall.  Do  I  understand,  then,  that  one  of  the  main  purposes 
of  the  Gary  dinners  was  tp  afford  an  opportunity  for  these  gentle- 
men engaged  in  the  steel  business  to  meet  together  in  order  that 
they  might  dispel  and  dissipate  these  erroneous  statements  that 
might  get  into  circulation? 

Mr.  Faeeell.  No.  But  the  result  of  those  dinners  was  that  the 
people  in  the  industry  became  better  acquainted.  It  was  a  matter 
of  knowledge  that  many  of  the  steel  manufacturers  of  this  country 
scarcely  knew  each  other. 

Mr.  Beall.  Was  it,  then,  that  they  might  become  better  acquainted 
personally  with  each  other?  Was  that  the  main  purpose  of  the 
Gary  dinners? 

Mr.  Faeeell.  Principally;  and  also  to  discuss  metallurgical  mat- 
ters. 

Mr.  Beall.  Let  me  read  you  another  little  paragraph. 

Judge  Gary  again,  on  page  9,  of  the  January  11  dinner  said : 

Why  do  I  mention  these  things?  •  *  •  Because  at  this  particular  time 
I  am  anxious  that  no  man  around  this  table — no  one  connected  with  this  busi- 
ness— shall  for  a  single  moment  forget  the  high  moral  obligation  he  is  under 
toward  his  neighbor;  because  if  it  was  the  last  word  I  could  have  the  privilege 
of  saying  to  you,  I  would  say,  with  all  my  might  and  with  aU  the  emphasis 
that  I  could  find  words  to  express,  I  consider  it  of  the  highest  importance  at 
this  particular  time  that  every  one  of  us  should  have  a  keen  and  abiding 
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sense  of  the  personal  obligations  which  he  has  toward  all  others,  and  to  make 
no  mistake  of  running  the  risk  of  trespassing  within  the  domain  of  the  rights 
of  his  neighbor,  who  has  given  his  confidence  and  trust,  and  who  is  willing 
at  all  times  to  put  within  the  knowledge,  and  therefore  more  or  less  under 
the  charge  and  control  of  others,  the  very  direction  of  his  affairs. 

What  do  you  understand  that  to  mean  ? 

Mr.  Faerell.  I  do  not  know  that  I  can  give  you  an  idea  as  to 
what 

Mr.  Beall.  Is  it  not  a  fact  that  such  a  status  had  been  reached 
among  the  gentlemen  engaged  in  the  steel  industry  that  the  very 
direction  of  one  another's  affairs  was  placed  in  the  hands  of  others? 

Mr.  Fareell.  I  do  not  understand  it  to  be  so.  I  never  understood 
it  to  be  so. 

Mr.  Beall.  Do  you  remember  hearing  this  speech  of  Judge  Gary's  ? 
Were  you  there  that  night  ? 

Mr.  Fareell.  Yes. 

Mr.  Bartlett.  You  followed  Judge  Gary  immediately,  did  you 
not,  in  a  speech  of  your  own  ? 

Mr.  Fareell.  I  did  not  make  a  reply  to  Judge  Gary. 

Mr.  Bartlett.  I  said  you  immediately  followed  him. 

Mr.  Faerell.  Pardon  me. 

Mr.  Beall.  Just  after  Mr.  Leishman  spoke,  then  Judge  Gary  read 
a  telegram  from  Mr.  Schwab,  and  the  succeeding  speaker  was  Mr. 
James  A.  Farrell  ? 

Mr.  Farrell.  Yes. 

Mr.  Beall.  Judge  Gary  is  talking  there  about  a  situation  that  had 
been  brought  about  among  manufacturers  that,  a  few  years  ago,  were 
extremely  hostile  to  each  other.  By  some  sort  of  alchemy  the  situa- 
tion had  been  so  changed  that,  as  Judge  Gary  expresses  it,  these  gen- 
tlemen were  willing  to  place  under  the  charge  and  control  of  others 
the  very  direction  of  their  affairs. 

Is  it  not  a  fact  that  one  of  the  main  points  considered  at  the  Gary 
dinners  was  a  question  of  price? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  Is  it  not  a  fact  that  that  was  the  dominant  controlling 
thought. 

Mr.  Fabbell.  No,  sir.  I  never  heard  prices  mentioned  at  any  din- 
ner that  I  ever  attended. 

Mr.  Beall.  You  never  heard  prices  mentioned  ? 

Mr.  Faeeell.  No,  sir. 

Mr.  Beall.  You  heard  Judge  Gary's  speech  ? 
.   Mr.  Fareell.  Yes. 

Mr.  Beall.  Let  us  see  if  he  said  anything  about  prices.  At  this 
dinner  he  makes  the  statement  that  some  of  his  friends  there  estimate 
that  at  least  90  per  cent  of  the  iron  and  steel  of  this  country  is  rep- 
resented in  this  room. 

Mr.  Faeeell.  You  might,  for  example,  get  90  per  cent  of  any  in- 
dustry together  at  a  dinner. 

Mr.  Beall.  On  page  7  of  his  public  speech  of  January  11,  1911, 
Judge  Gary  said : 

In  view  of  the  fact  that  we  have  no  right  legally  to  enter  into  any  arrange- 
ment by  direct  or  indirect  means  which  enables  us  to  maintain  prices,  to  divide 
territory,  or  restrict  output,  or  in  any  way  to  interfere  with  the  laws  of  trade, 
or  to  stifle  competition ;  in  view  of  the  fact  that  we  can  not  legally,  directly  or 
indirectly,  do  anything  which  may  be  construed  to  be  In  restraint  of  trade. 
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ana  therefore  are  relegated  to  the  one  position  of  treating  each  other  on  the 
basis  of  fair,  just,  and  equitable  treatment,  it  behooves  us  to  use  the  greatest 
care  in  the  exercise  of  our  rights  and  in  the  transaction  of  our  business  so 
as  to  make  it  absolutely  certain  that,  day  by  day  and  with  reference  to  every 
transaction,  we  are  certain  to  recognize  the  rights  of  our  competitors,  our 
friends,  and  the  obligations  which  we  are  under  toward  them. 

I  say  m  this  presence,  to  men  who  know  by  long  experience — men  who  know 
to  a  demonstration  that  what  I  speak  is  true  and  logical — that  we  have  some- 
thing better  to  guide  and  control  us  in  our  business  methods  than  a  contract 
which  depends  upon  written  or  verbal  promises  with  a  penalty  attached.  We 
as  men,  as  gentlemen,  as  friends,  as  neighbors,  having  been  in  close  communi- 
cation and  contact  during  the  last  few  years,  have  reached  a  point  where  we 
entertain  for  one  another  respect  and  affectionate  regard.  We  have  reached  a 
position  so  high  in  our  lines  of  activity  tlitit  we  are  bound  to  protect  one 
another ;  and  when  a  man  reaches  a  position  where  his  honor  is  at  stake, 
wh(n-p  even  more  than  life  itpelf  is  concerned,  where  he  can  not  act  or  fail  to 
net  except  with  a  distinct  and  clear  understanding  that  his  honor  is  involved, 
then  he  has  reached  a  position  that  is  more  binding  on  him  than  any  written 
or  verbal  contract. 

Coming  to  page  10,  after  he  delivered  this  beautiful  dissertation 
upon  the  mutual  obligations  existing  between  gentlemen  engaged 
in  business,  he  says : 

At  the  present  time  the  question  of  maintaining  or  changing  the  prices  of 
commodities  in  which  we  deal  is  uppermost  in  our  minds. 

This  is  the  dinner  of  January  11,  1911. 

That  question,  you  say,  you  never  heard  discussed  at  one  of  the 
Gaiy  dinners ;  you  never  heard  mentioned.  Judge  Gary  himself,  in 
his  introductory  speech,  says  that  that  one  question  is  the  question 
that  is  uppermost  in  the  minds  of  the  gentlemen  there.    He  said : 

At  the  present  time  the  question  of  maintaining  or  changing  the  prices  of 
commodities  in  which  we  deal  is  uppermost  in  our  minds,  because  we  read  arid 
hear  about  this  question  every  day  and  almost  every  hour. 

Near  the  bottom  of  page  10  he  says : 

If  a  majority  of  you  shall  be  of  the  opinion  that  I  am  making  a  mistake  in 
advocating  the  maintenance  of  prices,  you  will  have  no  difficulty  In  getting  me 
to  change  my  opinion. 

Was  it  submitted  to  a  vote? 

Mr.  Farrell.  No.  I  presume  that  he  refers  to  the  question  of  the 
stability  of  the  market.  There  was  never  any  discussion  as  to  prices, 
and  price  was  never  mentioned  on  anything. 

Mr.  Beall.  I  suppose  no  gentleman  came  out  and  mentioned  that 
it  would  be  $25.50  a  ton  on  some  particular  thing,  or  $28  and  so  on 
on  steel  rails,  or  $37.75  on  some  other  product  •  but,  throughout  the 
course  of  the  Gary  dinner  was  it  not  continually  hammered  into  the 
gentlemen  present  that  it  was  expected  of  them  that  there  would 
be  a  maintenance  of  prices? 

Mr.  Faerell.  I  did  not  so  understand  it,  sir. 

JSIr.  Beale.  What  did  you  understand  by  this  statement  of  Judge 
Gary's? 

If  a  majority  of  you  shall  be  of  the  opinion  that  I  am  making  a  mistake  in 
advocating  the  maintenance  of  prices,  you  will  have  no  difficulty  In  getting  me 
to  change  my  opinion. 

Mr.  Faeebll.  I  presume  that  he  had  in  mind  the  matter  of  the 
stability  of  the  market  rather  than  a  constant  fluctuation,  which 
might  perhaps  affect  the 
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Mr.  Beall.  If  the  question  of  price  was  not  considered  there,  do 
you  know  of  any  means  by  which  Judge  Gary  could  determine  the 
fact  whether  a  majority  of  the  gentlemen  present  agreed  or  disagreed 
with  him  as  to  the  question  of  maintaining  prices? 

Then,  again,  on  page  11,  he  said : 

Now,  my  opinion  is  that  it  would  be  a  mistake,  to  reduce  prices  at  this  time. 

The  question  of  prices  was  ppnsidered  at  the  Gary  dinner. 
Mr.  Fabkell.  I  remember  that  remark,  and  I  have  a  pretty  clear 
idea  as  to  his  reasons  for  making  that  statement. 
Mr.  Beall.  Coming  down  to  Mr.  Farrell,  now : 

I  understand  the  policy  of  the  corporation  to  be  to  cooperate  with  its  com 
petitors  in  the  effort  to  maintain  fair  prices. 

Mr.  Farrell.  That  is  correct. 

Mr.  Beall.  That  is  in  your  speech  ? 

Mr.  Farrell.  I  still  hold  to  that  opinion. 

Mr.  Beall.  That  it  is  the  policy  of  the  corporation  to  cooperate 
with  its  competitors  to  maintain  fair  prices  ? 

Mr.  Farrell.  I  had  one  thought  in  mind  always,  and  still  have  the 
same  thought. 

Mr.  Beall.  To  maintain  fair  prices  ? 

Mr.  Farrell.  I  had  one  thought  in  mind,  and  I  still  have  that 
thought,  and  always  will  continue  to  have  it,  that  cooperation  be- 
tween manufacturers  that  will  result  in  a  fair,  stable  price,  will 
enable  us  to  pay  our  workingmen  better  wages. 

Mr.  Beall.  Is  that  the  dominant  thought  of  the  United  States 
Steel  Corporation  in  seeking  to  maintain  fair  prices  ? 

Mr.  Farrell.  Absolutely.  You  will  perhaps  remember  that  in  1907. 
when  there  was  a  reduction  in  the  wages  made  by  all  of  the  independ- 
ent manufacturers  in  this  country,  the  United  States  Steel  Corpora- 
tion did  not  reduce  the  wages  of  its  workmen.  The  result  was  that, 
after  several  months,  the  independent  manufacturers  found  that  they 
could  not  pay  a  lower  scale  of  wages  than  we  were  paying.  So,  conse- 
quently, they  brought  their  wages  up. 

There  is  no  doubt  in  my  mind  that  there  are  many  small  manufac- 
turers to-day  who  are  simply  taking  every  opportunity  to  reduce 
wages.  We  do  not  believe  in  reducing  wages.  We  want  to  pay  our 
men  all  that  we  can.  If  we  can  pay  them  more,  we  will  pay  them 
more ;  but  our  thoughts  are  not  on  reducing  wages. 

Mr.  Bball.  I  think  the  record  shows  that  for  the  year  1907  the 
profits  of  the  United  States  Steel  Corporation  were  about  $158,- 
800,000? 

Mr.  Farrell.  Possibly. 

Mr.  Beall.  How  much  of  an  increase  was  that  over  the  profits  of 
1906?     Can  you  tell? 

Mr.  Farrell.  Yes;  I  can  refer  to  that^  if  you  will  give  me  a 
moment. 

Mr.  Beall.  Was  it  a  substantial  increase  ? 

Mr.  Farrell.  In  profits? 

Mr.  Beall.  In  profits,  yes. 

Mr.  Farrell.  My  recollection  is  that  it  was. 

Mr.  Beall.  Was  there  any  increase  in  the  wages  of  the  working- 
men  as  the  result  of  that  increase  in  the  profits  in  1907? 
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Mr.  Fareell.  Yes ;  an  increase  averaging  from  10  to  20  per  cent. 

Mr.  Beall.  In  all  lines? 

Mr.  Faekell.  Practically ;  yes,  sir. 

Mr.  Beall.  Were  your  profits  in  1906  an  increase  over  the  profits 
of  1905? 

Mr.  Fareell.  I  think  they  were  very  close  together.  I  have  that 
information  here. 

The  wages  paid  in  1906  were  $147,765,540,  as  compared  to 
$128,052,955  in  1905.  The  average  received  by  each  man  was  $18 
a  year  more. 

Mr.  Beall.  "What  was  the  average  received  by  each  man  ? 

Mr.  Farrell.  In  1906? 

Mr.  Beall.  Yes. 

Mr.  Fareell.  $729. 

Mr.  Beall.  In  making  that  calculation  did  you  count  in  the  salaries 
paid  to  all  the  officials  and  all  the  employees  of  the  United  States 
Steel  Corporation? 

Mr.  Faerell.  I  could  not  answer  that  question  definitely.  My 
impression  is  that  this  applies  to  the  wages  of  the  employees  of  all 
companies. 

Mr.  Beall.  And  of  all  classes  ? 

Mr.  Fareell.  I  am  not  sure  as  to  that. 

Mr.  Beall.  You  have  many  very  high-salaried  employees? 

Mr.  Faerell.  We  have  many  men  that  receive  pretty  fair  salaries. 
Among  them  are  men  who  would  receive  as  large  or  probably  more 
in  other  companies  in  the  same  line. 

Mr.  Beall.  That  may  be  true. 

Mr.  Faeeell.  We  have  a  great  many  men  receiving  comparatively 
large  salaries  in  our  corporation  who  could  make  a  great  deal  more 
money  if  they  were  manufacturers  themselves.  There  are  plenty  of 
cases  like  that. 

Mr.  Beall.  But,  in  the  calculation,  if  you  consider  this  multitude 
of  men  who  receive  extremely  high  salaries,  and  you  still  get  an 
average  of  only  $720  a  year  per  employee,  that  indicates  that  you 
have  manj'^  employees  who  receive  very  considerably  less  than  $720 
a  year? 

Mr.  Faerell.  I  think  that  ordinary  labor-r^some  people  call  it 
common  labor,  but  I  prefer  to  call  it  ordinary  labor,  because  there 
is  no  labor  that  is  common,  in  my  opinion — some  of  those  men  receive 
a  minimum,  I  think,  of  about  $1.75  a  day.  Those  are  men  who  are 
ordinary  laborers  around  the  mills;  men  such  as  you  would  employ 
yourself  if  you  were  going  to  fix  up  your  garden,  or  something  of 
that  kind. 

Mr.  Beall.  How  many  hours  in  the  day  are  these  men  required 
to  work? 

Mr.  Fareell.  It  depends.  I  presume  there  are  probably  20  per 
cent  of  our  men  who  are  present  in  the  works  12  hours  a  day. 

Mr.  Beall.  How  many  days  in  the  week? 

Mr.  Faeeell.  At  the  present  time  most  of  the  men  work  six  days. 

There  has  been  a  great  deal  said  about  seven-day  labor,  but  seven- 
day  labor  has  been  practically  eliminated.  In  the  case  of  a  great 
many  of  our  njen,  where  the  men  formerly  worked  seven  days  a  week, 
it  has  been  done  away  with  entirely. 

Mr.  Beall.  How  about  the  blast  furnaces? 
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Mr.  Fabeell.  I  will  tell  you.  I  am  glad  you  asked  that  question. 
I  do  not  want  to  indulge  in  any  history  ot  my  career,  but  having 
worked  in  the  mills  from  the  time  I  was  less  than  16  years  of  age, 
and  for  a  period  of  18  years  afterwards,  I  think  I  am  familiar  with 
the  conditions  in  steel  works  then  and  now. 

There  is  a  general  impression  that  men  work  12  hours  a  day  around 
the  blast  furnaces.  Of  course  it  is  a  metallurgical  necessity  for  the 
men  to  be  there  for  two  periods  of  12  hours  each. 

I  have  just  returned  from  a  visit  to  our  mills  in  Cleveland,  Lorain, 
Youngstown,  and  Pittsburgh,  and  spent  a  good  deal  of  time  at  the 
mills.  The  men  around  the  blast  furnaces  actually  work  4  hours  a 
day.  They  are  present  there  for  12  hours.  The  furnace  is  tapped 
every  4  hours,  and  for  a  period  of  an  hour  they  are  working.  The 
rest  of  the  time  they  are  resting. 

When  I  commenced  in  the  business  we  rested  out  doors.  At  the 
present  time  they  rest  in  comfortable  quarters,  with  shower  baths 
and  conveniences,  and  opportunities  to  smoke  and  read  the  papers. 

We  have  a  great  many  men  that  work  6^  or  8  hours  a  day ;  skilled 
workmen.  We  are  doing  everything  we  possibly  can  to  eliminate  the 
seven-day  work,  and  we  have  practically  accomplished  it. 

I  thinlc  perhaps  we  can  do  it  better  ourselves  than  the  social  engi- 
neers who  are  discussing  the  question,  and  who,  probably,  do  not 
know  anything  about  the  conditions  that  exist  in  the  operation  of 
iron  and  steel  plants. 

Mr.  Beall.  Coming  back  to  this  question  of  the  Gary  dinner,  do 
you  know  Willis  L.  King? 

Mr.  Fakeell.  Yes. 

Mr.  Beall.  On  page  21  of  this  report  of  the  dinner  of  January  11, 
Mr.  King  is  quoted  as  saying  this : 

I  think,  therefore,  to  talk  of  reducing  the  prices  ought  uot  to  be  cousidered 
for  a  moment. 

On  page  24,  Judge  Gary,  introducing  Mr.  Clarke,  said: 

One  other  thought.  I  agree  with  aU  that  has  been  said  by  Mr.  Topping  and 
Mr.  Felton  and  others  concerning  Mr.  Farrell.  You  know  about  how  proud  I 
am  of  the  fact  that  he  is  not  only  loyal,  but  that  he  is  enthusiastic  with  ref- 
erence to  this  policy  of  maintenance  of  higher  prices,  particularly  such  coopera- 
tion as  advances  the  Interests  of  all  concerned, 

and  so  forth. 
Then  Mr.  Clarke,  in  his  speech,  on  page  25,  says : 

While  I  think  it  is  well  to  coach  salesmen,  we  must  put  into  them  the  very 
same  spirit  I  think  we  all  have  here,  that  we  are  in  honor  bound  not  to  change 
our  prices  without  letting  the  other  man  know  it,  because  then  the  salesman 
knows  that  he  has  an  answer  to  give  to  that  proposition. 

Then,  in  the  speech  of  C.  S.  Price,  on  page  26,  he  says : 
I  will  only  speak  of  the  business  situation  and  Indorse  the  fact  that  I  con- 
sider it  very  Inopportune  at  this  time  to  make  any  change  in  prices. 

Further  down  he  says : 

I  want  to  say  just  one  word  on  the  fact  that  I  presume  we  are  all  con- 
fronted with  the  same  statement,  which  comes  to  me  almost  daily,  accusing 
one  or  the  other  at  some  one  point,  in  some  one  direction,  of  making  some  con- 
cession or  some  subterfuge  by  which  a  concession  is  made,  all  having  exactly 
the  same  effect.  I  believe  that  it  is  not  true,  and  I  prefer  not  to  believe  it.  I 
therefore' say  that  In  my  judgment  we  should,  to  use. the  common  expression, 
"  stand  pat." 
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Mr.  J.  G.  Butler,  at  page  41,  says : 

So  far  as  I  know,  there  is  not  any  disposition  on  the  part  of  any  makers  of 
pig  iron  to  lower  the  prlcesv 

So  with  other  gentlemen  who  spoke  at  this  Gary  dinner  on  Jan- 
nary  11,  1911. 

Now,  after  you  have  heard  these  quotations  from  the  speeches  - 
of  Mr.  Gary,  from  your  own  speech,  and  from  the  speech  of  many 
other  of  these  gentlemen,  I  will  ask  you  again  if  the  one  uppermost, 
dominant  thought  at  the  Gary  dinners  was  not  to  bring  about  some 
condition  under  which  the  prices  of  steel  products  could  be  main- 
tained ? 

Mr.  Faeeell.  I  desire  to  be  entirely  frank  about  these  things.  I 
will  answer  that  by  saying  that  there  is  no  doubt  there  was  a  disposi- 
tion on  the  part  of  all  these  people  that  were  present  to  mainUun  a 
stability  of  conditions  in  the  industry. 

Mr.  Beall.  Has  it  not  been  your  understanding  that  this  institu- 
tion of  the  Gary  dinner  had  its  origin  in  an  effort  to  bring  about  a 
condition  under  which  different  corporations  engaged  in  the  steel 
industry  could  cooperate  in  maintaining  prices  without  technically 
violating  the  antitrust  law? 

Mr.  Fabrbll.  No  ;  that  has  not  been  my  understanding. 

The  steel  industry  in  every  country  has  its  associations  and  its 
frequent  gatherings  ^f  people,  sometimes  socially,  sometimes  for  the 
discussion  of  technical  subjects.  There  never  has  been  any  such 
institution  in  this  country,  and  Judge  Gary  undoubtedly  had  in  mind 
gathering  together  the  steel  manufacturers  of  this  country  for  the 
purpose  of  having  them  become  better  acquainted  and  for  the  pur- 
pose of  discussing  matters  that  might  be  of  benefit  to  the  steel-manu- 
facturing business. 

Mr.  Beall.  It  has  had  the  effect  of  bringing  about  a  system  of 
cooperation  that  has  resulted  in  the  maintenance  of  prices,  and  prac- 
tically the  same  price,  between  different  manufacturers? 

Mr.  Fareell.  Of  course,  prices  are  very  low  at  the  present  time. 
I  do  not  know  whether  they  are  low  by  reason  of  cooperation  or 
maintenance,  or  by  gravitation,  but  they  are  very  unsatisfactory. 

Mr.  Reed.  If  that  was  the  object  of  the  Gary  dinners,  they  must 
have  failed  verv  badly  last  May. 

Mr.  Beall.  What  is  that? 

Mr.  Eeed.  If  the  maintenance  of  prices  was  the  object  of  the  Gary 
dinners,  they  failed  dismally  last  May. 

Mr.  Beall.  Is  it  not  a  fact  that  when  the  Kepublic  Iron  &  Steel 
Co.  announced  its  reduction  in  prices,  there  immediately  followed 
another  Gary  dinner? 

Mr.  Faeeell.  It  may  have  been  a  coincidence. 

Mr.  Beall.  Do  you  not  remember  the  circumstance  that,  when  the 
Gary  dinner  ended,  Mr.  Gary  gave  out  to  the  papers  a  statement  that 
the  gentlemen  represented  at  that  dinner  would  meet  this  cut  in 
prices  that  had  been  inaugurated  by  the  Republic  Co.  ? 

Mr.  Faeeell.  Do  you  know  the  reason  why  the  Republic  Iron  & 
Steel  Co.  made  the  reduction? 

Mr.  Beall.  No  ;  I  do  not. 

Mr.  Farrell.  Because,  in  my  opinion,  they  expected  to  accom- 
plish a  reduction  in  the  wages  of  their  workmen;  and  I  imagine 
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they  were  very  much  surprised  when  they  found  that  the  other 
manuf acutrers  did  not  follow  that  idea. 

Mr.  Beall.  The  reduction  by  the  Bepublic  Co.  did  have  the  effect 
of  causing  a  like  reduction  with  all  the  other  steel  corporations? 

Mr.  Fakeell.  Certainly.  The  smallest  manufacturer  in  this 
country  makes  the  market.  It  is  a  mistaken  idea  to  think  that  the 
United  States  Steel  Corporation  or  any  body  of  manufacturers  can 
control  a  market  or  control  a  price.  If  somebody  is  willing  to  sell 
bars  for  $1.15  a  hundred  pounds,  we  can  not  get  $1.25.  * 

Mr.  Beall.  That  was  one  Gary  dinner  that  the  representative  of 
the  Eepublic  Co.  was  not  invited  to  ? 

Mr.  Faekell.  I  am  not  aware  of  that.    I  do  not  know. 

Mr.  Beall.  He  was  not  present  ? 

Mr.  Farrell.  That  may  be  possible.  He  may  not  have  been  there. 
The  Republic  Iron  &  Steel  Co.  have  apparently  since  been  advancing 
prices  of  their  own  volition. 

Mr.  Beall.  That  would  be  rather  the  normal  condition  of  affairs, 
would  it  not,  for  a  steel  corporation,  if  it  chose  to  advance  prices,  to 
do  so  of  its  own  volition  ? 

Mr.  Faeeell.  Yes;  but  the  point  I  desire  to  make  is  that  they 
found,  probably,  that  the  reduced  price  was  not  remunerative  and 
they  advanced  their  prices  again. 

Mr.  Young.  The  improvement  of  business  had  something  to  do 
with  it,  had  it  not  ? 

Mr.  Faeeell.  Of  course,  everybody  attending  these  dinners  cer- 
tainly reserved  freedom  oi  action  to  do  as  they  pleased.  I  think 
Judge  Gary  stated  that  many  times.  I  have  heard  him  say  so. 
There  has  never  been  any  obligation  on  the  part  of  anybody  attend- 
ing these  dinners  to  do  anything  binding. 

Mr.  Beall.  No  legal  obligation? 

Mr.  Faeeell.  Gr  technical  obligation? 

Mr.  Baetlett.  There  was  an  honorable  obligation,  was  there  not, 
according  to  Judge  Gary's  suggestion? 

Mr.  J'areell.  I  presume  there  is  such  a  thing  as  an  honorable 
obligation. 

Mr.  Beall.  Was  not  the  burden  of  Judge  Gary's  speech  that  they 
were  in  honor  bound  and  that  the  obligation  was  more  binding  and 
effective  than  even  a  written  obligation  would  be? 

Mr.  Farrell,  the  other  day  Mr.  Carnegie  was  before  the  committee 
and  made  the  statement— I  can  not  turn  to  it  just  now,  but  I  think 
I  can  quote  the  substance  of  it — that  from  his  knowledge  of  the  steel 
business  and  its  method  of  conduct  it  was  obvious— I _  know  that  I 
am  using  the  right  word  there — it  was  obvious  that  in  some  way, 
somehow,  directly  or  indirectly,  openly  or  secretly,  in  some  way 
there  was  some  sort  of  combination  among  the  manufacturers  of 
steel  whereby  they  were  cooperating  and  maintaining  prices? 

Mr.  Faeeell.  Mr.  Carnegie,  I  understand,  made  that  statement. 
I  thiiik  I  saw  it  in  the  newspapers.  But  Mr.  Carnegie  has  not  been 
in  the  steel  business  for  a  good  many  years. 

You  gentlemen  of  the  committee  probably  were  surprised  at  the 
facility  with  which  he  gave  you  information  about  his  business. 

Mr.  Beall.  I  regret  very  much,  Mr.  Farrell,  that  in  this  state-  ■ 
ment'you  are  dissipating  our  faith  in  Mr.  Carnegie,  because,  as  I 
recollect  it,  that  was  about  the  only  point  that  he  was  positive  about. 
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Mr.  Farkell.  Yes;  something  he  Imew  nothing  about.  Mr.  Car- 
negie is  a  wonderful  man  and  a  great  master  of  detail. 

Mr.  Barti-ett.  In  every  particular  a  wonderful  man? 

]\fr.  Fareell.  I  will  not  specify. 

Mr.  Beall.  So  long  as  he  was  in  the  steel  business  there  were  com- 
binations of  all  kinds,  were  there  not? 

Mr.  Fareelu  I  am  not  in  a  position  to  intelligently  reply  to  that 
question. 

]Mr.  Beall.  You  were  in  the  steel  business  at  that  time?  '' 

Mr.  Fareell.  Oh,  yes. 

iJr.  Beall.  When  did  you  go  into  it? 

Mr.  Faerell.  In  1878. 

Mr.  Beall.  At  what  time  did  your  connection  with  it  assume  an 
official  capacity  of  any  kind? 

Mr.  Farrell.  About  1894. 

Mr.  Beall.  From  1894  up  to  the  time  of  the  formation  of  the 
United  States  Steel  Corporation  you  do  know  there  was  a  combina- 
tion in  almost  every  line  of  the  steel  industry? 

Ml'.  Farrell.  No,  sir ;  I  must  say  that  I  do  not. 

Mr.  Beall.  What  company  were  you  connected  with? 
■  Mr.  Farrell.  I  was  in  the  wire  manufacturing  business.    I  was  not 
in  the  rail  business  or  the  pig-iron  business  or  the  manufacture  of 
steel  billets  or  plates  nr  the  commodities  made  by  the  Carnegie 
Steel  Co. 

Mr.  Beall.  Was  it  not  a  matter  of  general  knowledge  or  general 
information  among  those  engaged  in  the  steel  business  in  any  capacity 
that  these  pools  had  been  formed  among  the  different  manufacturers? 

]\Ir.  Farrell.  I  know  nothing  niore  about  it  other  than  I  have  read 
in  the  proceedings  before  this  committee. 

Mr.  Beall.  The  testimony  here  shows,  Mr.  Farrell,  that  the  plate 
pool  and  many  of  these  other  pools  were  made  and  continued  in  op- 
era tion  until  about  1904.     Is  not  that  right? 

Mr.  Bartlett.  Yes. 

Mr.  Farrell.  You  had  that  testimony. 

Mr.  Beall.  That  the  purpose  of  these  pools,  of  course,  was  to 
maintain  prices. 

Since  1904  the  prices  have  been  maintained  somehow,  as  a  general 
rule. 

How  have  these  agreements  or  these  understandings  or  this  spirit 
of  cooperation  been  developed  ?     And  how  has  this  operated  ? 

Mr.  Farrell.  If  the  market  is  active  and  there  is  a  demand,  prices 
work  up  a  little. 

Mr.  Beall.  Since  1904  there  have  been  times  when  the  market 
was  extremely  active,  and  there  have  been  times  when  the  demand 
was  reduced? 

INIr.  Farrell.  Yes.     It  was  during  the  panic  of  1907. 

^Ir.  Beall.  The  tide  has  ebbed  and  flowed  ? 

Mr.  Farrell.  Yes. 

ilr.  Beall.  And  yet  how  has  the  price  of  steel  rails  been  main- 
tained at  $28  a  ton  from  1904  up  to  1912? 

]Mr.  Faekell.  The  price  of  steel  rails  is  too  low  at  the  present  time, 
» considering  the  quality  of  material  we  are  obliged  to  furnish  to  the 
railroads. 
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^iJ^^Cu^^^}'^  ^^°™  1904^1  repeat  the  question— notwithstanding 
the  ebb  and  flow  of  this  demand,  we  have  had  good  business  and  bad 
business,  and  yet  in  some  way  the  price  of  steel  rails  has  been  main- 
tained at  $28  a  ton ;  you  have  advanced  the  price  of  labor,  the  price 
of  many  other  things  has  increased,  the  price  of  some  commodities 
may  have  decreased  some  time  during  this  period,  but  it  strikes  us  as 
pecuhar  that  during  all  this  interval  of  so  manv  vears  the  price  of 
steel  rails  by  your  company  and  by  your  competitors  has  been  main- 
tained and  fixed  and  uniform  at  a  basis  of  $28  a  ton.  What  is  your 
explanation  of  that? 

Mr.  Faerell.  If  the  Pennsylvania  Steel  Co.  desires  to  quote  $28  a 
ton  for  their  rails,  there  is  no  good  reason  why  we  should  quote  $27 
a  ton  if  $28  was  the  market  price.  It  is  easy  enough  to  know  what 
the  price  of  rails  is.  Any  railroad  manager  will  tell  you  what  the 
price  of  rarls  is. 

Mr.  Beall.  You  have  had  equal  facilities  for  informing  yourself 
about  the  prices  of  other  things.    Why  has  there  not  been  the  same 
>^,    stability  in  regard  to  the  price  of  other  steel  products? 
\       It  is  a  fact  that  during  the  nineties  there  were  violent  fluctuations 
in  the  price  of  steel  rails,  is  it  not? 
Mr.  Fareell.  Yes. 

Mr.  Beall.  They  went  down  to  an  extremely  low  price.    At  other 
times,  when  the  demand  was  very  great,  they  went  beyond  the  $27 
a  ton  price. 
Mr.  Fareell.  Yes. 

Mr.  BEA.LL.  But  soon  after  1900,  or  about  1900,  in  some  way  the 
price  of  this  product  was  fixed  at  $28  a  ton,  and  it  remained  there  for 
a  period  of  10  years? 

Mr.  Farrell.  It  is  a  fact  that  the  price  of  rails  has  remained  at 
$28  a  ton,  but  it  has  never  been  fixed  in  the  sense  that  I  understood 
your  question  to  imply. 

Mr.  Beall.  Why  did  they  fluctuate  so  in  the  nineties  ? 
Mr.  Farrell.  I  could  not  answer  that  question. 
Mr.  Beall.  What  influences  have  been  at  work  upon  steel  rails 
during  the  past  10  years  that  did  not  operate  upon  the  industry  dur- 
ing the  preceding  10  years? 

Mr.  Faeeell.  The  matter  largely  resolves  itself  into  the  character 
of  the  specifications  that  the  mills  are  now  obliged  to  work  to.    I  have 
made  some  notes  on  the  rail  question  here,  if  I  might  read  them  ? 
Mr.  Beall.  I  shall  be  very  glad  to  have  it. 

Mr.  Fareell.  The  public  demands,  and  rightly,  that  railroad 
transportation  shall  be  safe  and  that  rails  shall  not  break.  I  am  abso- 
lutely convinced  that  if  the  railroads  are  to  accranplish  this  they 
must  be  prepared  to  face  a  greater  wear  of  steel  rails.  In  other 
words,  under  the  severe  and  often  unknown  demands  of  modern  rail- 
road tralEc,  choice  must  be  made  between  safety  and  wearing  quality 
in  steel  rails. 

Beginning  about  1890^  the  railroads  of  the  United  States  began  to 
ask  for  higher  carbon  in  steel  rails  in  order  to  secure  greater  wear; 
and  the  rail  makers  unwisely,  and  many  times  under  protest,  made 
the  quality  of  steel  demanded.  Gradually  the  specifications  called 
for  still  higher  carbon,  until  to-day  I  believe  the  steel  is  within  the 
17042— No.  37—12 4 
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danger  zone  of  brittleness.    The  carbon  is  so  high  that  we  get  the 
brittle  rail. 

It  is  true  that  many  of  these  hard  rails  never  break,  but  the  liabil- 
ity to  breakage  is  much  greater  than  in  the  old-time  softer  steel ;  and 
the  influence  of  the  unavoidable  contingencies  of  manufacture,  such 
as  seams,  pipes,  and  segregation,  is  much  greater.  In  many  respects 
the  steel  is  more  doubtftu,  more  dangerous,  and  more  treacherous. 
It  is  unquestionably,  in  my  judgment,  an  unsafe  grade  of  steel,  in 
view  of  the  severe  conditions  of  service. 

If  safety  is  to  be  the  first  consideration,  lower-carbon,  softer  steel 
would  seem  to  be  necessary.  With  such  steel  the  various  unavoidable 
defects  or  variations  of  commercial  rails  would  be  far  less  dangerous. 
Seams,  pipes,  and  segregations  would  all  be  less  dangerous.  Less 
likely,  also,  to  cause  breaKage  would  be  the-  cold  working  in  straight- 
ening, and  the  many  contingencies  of  track  and  rolling  stock  would 
be  less  likely  to  cause  breakage. 

The  breakage  of  rails  is  frequently  caused  by  improperly  ballasted 
track,  uneven  bearings  on  cars,  flat  wheels,  engine-driving  wheels 
being  out  of  round  or  badly  worn,  unbalanced  driving  wheels,  center 
of  gravity  of  engine  too  low,  slipping  of  engine  drivers,  and  pro- 
longed low  temperature. 

I  believe  I  am  correct  in  stating  that  harder  steel  is  used  in  rails 
in  the  United  States  than  in  any  other  country,  and  yet  our  wheel 
loads  and  train  loads  are  much  greater  than  those  on  foreign  roads. 

The  British  Board  of  Trade,  which  has  authority  in  such  matters 
in  Great  Britain,  would  consider  the  high  carbon  used  for  rails  in 
this  country  as  dangerous,  especially  as  our  phosphorus,  in  Bessemer 
rails  at  least,'  is  also  higher  than  theirs. 

When,  with  increased  weight  of  motive  power  and  rolling  stock, 
it  became  necessary  to  strengthen  bridges,  engineers  did  not  try  to 
do  so  by  using  a  harder  and  nigher  tensile  strength  steel.  They  in- 
creased the  amount  of  metal  of  the.kind  they  had  been  using,  because 
they  knew  they  must  have  a  safe  steel  and  a  large  factor  of  safe^. 

At  the  present  time  we  are  rolling  some  rails  for  the  New  South 
Wales  Government,  for  which  they  are  paying  us  $100  per  ton,  not 
$28.  They  are  manganese  steel  rails,  to  be  used  on  curves  and 
grades. 

The  engineers  of  railways  should  not  endeavor  to  overcome  the 
increased  wear  of  rails  under  modern  conditions  by  using  a  rail  that 
i.s  so  high  in  carbon  that  it  is  likely  to  be  brittle.  You  might  say  that 
a  soft  rail  would  wear  out  more  quicldy.  The  old  soft  rails,  under 
the  conditions  of  their  day,  gave  very  satisfactory  wear,  and  it  is 
my  belief  that  that  wear  would  be  less  rapid  than  most  people  esti- 
mate ;  providing,  of  course,  the  section  of  rail  is  heavier.  Instead  of 
using  an  80-pound  rail  with  lower  carbon,  they  might  use  a  90-pound 
rail — a  heavier  rail  which  would  give  more  actual  metal  to  be  worn 
away  before  the  rail  becomes  too  weak. 

In  my  opinion  the  proper  course  for  railroads  to  pursue  is  to  use 
a  heavier  rail  of  softer  steel,  making  safety  the  prime  object,  and 
getting  the  maximum  wear  they  can  under  such  conditions. 

Mr.  Bartlett.  Then  the  price  of  $28  a  ton  is  one  that  the  railroads 
have  fixed,  in  place  of  the  steel  manufacturers? 


UNITED  STATES   STEEL   COEPOEATION.  2683 

Mr.  Farrell.  Pardon  me;  at  the  present  time,  some  railroads — 
I  believe  the  Lehigh  Valley  Railroad,  for  instance — are  paying  $34 
to  $35  a  ton  for  rails. 

Mr.  Bartlett.  That  is  a  different  rail  from  the  $28  a  ton  rail,  is 
it  not?     It  is  a  better  rail? 

Mr.  Farrell.  Yes. 

The  Chairman.  $28  is  the  minimum  price  for  the  standard  steel 
rail? 

Mr.  Farrell.  §teel  manufacturers  to-day  are  druggists.  They  are 
dealing  with  prescriptions  from  the  railroad.  The  railroad  has  an 
idea  that  they  want  a  rail  made  of  a  certain  quality 

Mr.  Bartlett.  The  question  I  wanted  to  see  if  you  could  answer 
was  this:  The  price  of  $28  a  ton  was  a  price  which  had  been  fixed 
by  agreement  between  the  railroads  and  the  steel  manufacturers,  or 
who  had  fixed  it  as  a  price?  You  seem  to  suggest  that  it  is  not  an 
adequate  price. 

Mr.  Farrell.  I  want  to  say  that  there  has  been  no  fixing  of  the 
price  of  rails.  I  want  to  make  it  clear,  so  that  it  probably  will  not 
be  necessary  to  ask  that  question  frequently.  There  has  been  no 
arrangement  fixing  the  price  of  rails. 

The  Chairman.  I  find,  on  May  25,  1903,  in  an  extract  from  the 
minutes  of  the  Carnegie  Steel  Co.,  Mr.  Corey  makes  the  statement : 

I  also  observe  from  a  letter  of  one  of  our  agents  the  Tennessee  Coal  &  Iron 
Co.  are  offering  rails  in  the  South  at  $2  above  the  agreed  price. 

What  did  you  understand  by  the  "  agreed  price  ?  " 

Mr.  Farrell.  I  do  not  laiow.  I  can  not  speak  for  Mr.  Corey.  I 
can  not  speak  for  those  minutes.  I  am  only  talking  of  my  own 
personal  knowledge  of  these  matters,  so  far  as  they  have  come  within 
my  purview,  or  my  jurisdiction,  or  my  knowledge. 

Mr.  Eeed.  What  was  the  date  of  that,  Mr.  Chairman  ? 

The  Chairman.  May  25,  1903. 

Mr.  Bartlett.  Is  the  price  uniform  as  to  rails-  in  this  country,  $28 
a  ton;  and  does  that  same  price  apply  generally  to  orders  for  rails 
to  be  shipped  to  foreign  countries? 

Mr.  Farrell.  No,  sir.    May  I  digress  for  a  moment? 

Mr.  Bartlett.  Yes.    Answer  me  in  any  way  you  please  about  that. 

Mr.  Farrell.  The  price  of  rails  in  England  is  $28.50  a  ton;  in 
Germany  it  is  $28.75 ;  in  Belgium  it  is  $28.13 — that  is  the  equivalent 
of  £5  16s.;  in  France  it  is  $32.81 — that  is  the  equivalent  of  170 
francs;  in  Eussia  it  is  $35.46,  or  its  equivalent  in  roubles;  in  Italy 
it  is  155  lire,  which  would  be  $36.89 ;  and  in  Canada  it  is  $32  a  ton. 

The  price  of  rails  in  this  country  is  lower  than  the  price  of  rails 
in  any  country  in  the  world  producing  steel  rails. 

The  price  in  Canada  is  $32.  Railroads  having  lines  crossing  the 
border  pay  $28  here  for  steel  rails,  and  they  pay  $32  across  the  border. 

Rails  are  not  going  to  be  any  cheaper  if  the  railroads  continue  to 
exact  from  the  manufacturer  the  conditions  of  more  discard — foi 
example,  producing  an  ingot  and  cutting  it  in  sections  and  throwing 
away  the  I'est  of  it.  Of  course,  it  goes  back  into  the  furnace  again, 
but  it  is  no  better  than  scrap. 

What  was  your  question,  Judge  Bartlett? 

Mr.  Bartlett.  I  asked  if  the  price  of  $28  a  ton  in  this  country  for 
rails  manufactured  in  this  country  applied  generally  to  the  sale  of 
rails  for  use  in  foreign  countries. 
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Mr.  Fabkell.  In  other  -words,  as  I  understand  it,  you  desire  to 
know  as  to  whether 

Mr.  Bartlett  (interposing) .  I  desire  to  know  whether,  when  you 
sell  rails  for  export,  they  are  sold  at  $28  a  ton  generally?  I  do  not 
mean  in  New  South  Wales,  but  generally. 

Mr.  Faeeell.  As  I  understand,  you  desire  to  know  whether  the 
consumer  of  rails  in  this  country 

Mr.  Bartlett  (interposing).  I  desire  to  know  whether  the  price 
of  $28  per  ton  for  rails  applies  to  export  sales  as  well  as  for  the  home 
sales? 

Mr.  Faerell.  If  you  will  kindly  permit  me,  I  would  like  to  state 
the  question. 

Mr.  Bartlett.  Is  the  uniform  price 

Mr.  Fabeell  (interposing).  I  would  like  to  state  the  question  as 
I  understand  you  are  asking  it. 

As  I  understand,  you  desire  to  know  whether  the  price  of  rails  to 
the  consumer  in  this  country  is  more  than  the  cost  of  rails  to  a  con- 
siuner  in  a  foreign  country  ? 

Mr.  Bartlett.  I  do  not  mean  the  cost,  but  the  price. 

Mr.  Farrell.  The  price ;  yes. 

I  would  like  to  give  you  the  average  price  paid  by  forei^^  con- 
sumers for  rails  over  a  period  from  June  1, 1909,  to  Ma,y  31, 1911. 

Mr.  Young.  That  is,  rails  sold  by  the  Steel  Corporation  ? 

Mr.  Farrell.  Yes ;  rails  sold  by  the  Steel  Corporation  subsidiaries. 

Mr.  Gardner.  And  of  the  same  specifications? 

Mr.  Farrell.  The  ordinary  specifications. 

Mr.  Gardner.  The  $28-a-ton  specifications? 

Mr.  Farrell.  If  you  so  term  it. 

Mr.  Gaednee.  I  mean  the  ordinary  specifications  which  go  into 
a  $28-a-ton  rail. 

Mr.  Eeed.  The  kind  of  rail  you  can  buy  for  $28  a  ton  here.  Is 
that  what  you  mean  ? 

Mr.  Farrell.  Yes;  practically. 

Mr.  Gardner.  You  said  "  practically."  Let  us  be  clear  in  our 
minds  about  this  now. 

Mr.  Farrell.  For  this  reason :  A  man  might  want  0.09  phosphor- 
ous. Another  man  might  want  0.08|.  We  are  not  going  to  charge 
any  more  for  the  difference  in  the  phosphorous,  but  it  is  not  exactly 
the  same  quality,  from  a  steel  maker's  point  of  view. 

Mr.  Gardner.  What  I  want,  and  I  suppose  what  the  other  gentle- 
men on  the  committee  want,  is  a  comparison  of  international  prices 
on  rails  with  substantially  the  same  specifications  under  which  the 
$28-a-ton  rails  are  sold  in  this  country. 

Mr.  Farrell.  Yes.  Will  you  bear  with  me  for  a  moment  until  I 
try  to  explain  my  interpretation  of  that  question  again  ? 

Mr.  Gardner.  If  you  will  restate  the  question ;  but,  as  you  did  re- 
state the  question,  it  was  not  clear  to  my  mind  that  you  were  compar- 
ing the  same  kind  of  rails. 

Mr.  Farrell.  I  desire  to  have  the  opportunity  to  state  it  again.  I 
would  like  to  answer  this  question,  if  I  am  permitted  to  state  it,  as  T 
understand  it. 

As  I  understand  it,  you  say  that  the  price  of  rails  to  the  consumer 
in  this  country  is  $28  a  ton  ? 

Mr.  Bartletp.  That  is  Avhat  we  understand. 
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Mr.  Fabrell.  You  desire  to  know  whether  the  consumer  in  other 
countries  pays  more  or  less  than  that? 

Mr.  Baetlett.  Yes. 

Mr.  Young.  For  substantially  the  same  rails. 

Mr.  Fareell.  For  substantially  the  same  rails.  The  average  price 
per  ton  received  for  rails  sold  from  June  1,  1909,  to  May  31,  1911,  to 
consumers  m  foreign  countries— that  is,  the  laid-down  cost  to  them— 
was  $31.07  a  ton  for  the  same  rail,  substantially,  as  we  sell  in  this 
country  at  $28  a  ton.    That  is  to  the  consumer  in  the  foreign  country. 

Mr.  Baetlett.  You  said  the  "  laid-down  "  price? 

Mr.  Faeeell.  That  is  the  price  to  the  man  who  buys  it. 

Mr.  Baetlett.  What  is  the  price  at  the  factory  ? 

Mr.  Faeeell.  The  price  at  the  factory,  of  course,  is  less.  But  I 
understand  the  claim  has  been  made  that  the  foreigner  gets  his  mate- 
rial cheaper 

Mr.  Baetlett.  My  question  is,  what  you  sold  steel  rails  to  for- 
eigners for,  of  the  same  specifications,  approximately,  as  the  rails  for 
which  you  charged  $28  a  ton  to  the  American  consumers? 

Mr.  Faeeell.  I  am  going  to  tell  you  in  a  moment  what  we  re- 
ceived at  the  mill. 

Mr.  Baetlett.  All  right ;  state  it  in  your  own  way,  so  far  as  I  am 
concerned. 

Mr.  Faeeell.  I  want  to  state  that  the  men  in  foreign  countries  paj^ 
more  for  their  rails  than  does  the  American  consumer;  and  the  sum 
total  of  all  these  shipments  over  a  period  of  18  months  shows  that 
we  receive  $31.07  for  these  rails — that  is,  the  consumer  paid  that 
$31.07 — as  compared  with  $28  as  the  price  which  the  consumer  in  this 
country  paid.    Some  of  those  rails  were  sold  at  $33  a  ton,  delivered. 

Of  course  the  element  of  freight  enters  into  it.  If  we  have  to  ship 
material  18,000  miles,  we  pay  freight  to  carry  that  material  18,000 
miles.  Where  a  maker  in  Eussia  or  Austria  may  be  contiguous,  per- 
haps, to  the  consumers  or  the  delivery  point  or  closer  to  it  than  we 
are,  he  might  pay  one-third  of  the  freight  that  we  do;  but  if  we 
want  that  business  we  have  to  carry  the  rails  there. 

So  that  in  the  case  of  rails,  for  which  we  received  $33.12  per  ton, 
the  resultant  price  at  the  mill  was  $24.98,  because  we  paid  the  differ- 
ence between  $24.98  and  $33.12  to  get  them  to  the  consumer ;  we  paid 
the  freight,  but  the  consumer  pays  the  delivered  price.  That  was  his 
factory,  f .  o.  b.,  not  considering  freight,  $24.98  ? 

Mr.  Baetlett.  For  rails  of  the  character  of  which  we  have  been 
talking,  the  American  user  of  steel  rails  pays  at  your  factory,  f.  o.  b.. 
$28  a  ton.  For  the  same  character  of  rails  the  foreigner  pays  at  your 
factory,  f.  o.  b.,  not  considering  freight,  $24.96? 

Mr.  Faeeell.  He  does  not  buy  them  f.  o.  b.  our  factory.  He  buys 
them  cost,  insurance,  and  freight 

Mr.  Baetlett.  But  you  make  the  cost  to  him  at  your  factory 
$24.98? 

Mr.  Faeeell.  That  is  the  resultant  price  to  us,  but  that  is  not  the 
cost  to  him. 

Mr.  Baetlett.  The.  price  to  him,  then,  is  $24.98  at  the  factory; 
that  would  be  the  price  to  him  if  he  j)ays  the  freight  ? 

Mr.  Faeeell.  We  could  not  sell  rails  f.  o.  b.  our  mill  to  a  man  in 
Moscow.  He  would  not  know  what  the  freight  was  from  Pittsburgh 
to  Baltimore  or  from  Baltimore  to  Odessa. 
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Mr.  Baetlett.  You  get  less  per  ton,  regardless  of  freight,  at  your 
factory  for  the  rails  sold  to  the  foreign  consumer  than  you  do  for 
rails  sold  to  the  home  consumer,  do  you  not  ? 

Mr.  Fakrell.  The  resultant  price  to  us  on  foreign  rails  is 
$24.98-^ 

Mr.  Bartlett.  And  to  the  home  consumer  it  is  what  ? 

Mr.  Faeeell.  $28. 

Mr.  Baetlett.  Yes. 

Mr.  Faeeell.  That  is  correct;  but  I  want  to  get  it  clear  that  the 
foreigner  does  not  buy  rails  as  cheaply  as  the  American  consumer 
does. 

Mr.  MoGiLLicTTODy.  Is  there  a  profit  in  rails  at  $24.98  a  ton  ? 

Mr.  Faeeell.  There  is  a  small  profit 

Mr.  McGiLLicuDDY.  So  much  so  that  you  engage  in  that  business 
and  solicit  the  foreign  trade  ? 

Mr.  Faeeell.  For  the  reasons  that  I  have  stated  this  morning 

Mr.  McGillicuddy.  Whatever  the  reasons,  that  is  the  fact,  is  it? 

Mr.  Faeeell.  If  you  are  going  to  state  the  question,  I  think  you 
should  allow  me  to  make  the  answer. 

Mr.  McGillicxjddy.  I  am  perfectly  willing.  But  there  is  a  fact 
of  a  living  profit  on  rails  at  $24.98  a  ton  ? 

Mr.  Faeeell.  I  would  not  call  it  a  living  profit. 

Mr.  Reed.  On  one  transaction.  Mr.  Farrell  is  not  giving  the  aver- 
age price  at  the  mill  on  these  foreign  orders.  He  has  not  come  to 
that. 

Mr.  McGiLLicuDDY.  I  thought  he  was  giving  the  prices  on  these 
$28  steel  rails.    That  is  substantially  it,  is  it  not  ? 

Mr.  Faeeell.  They  are  substantially  the  sama 

Mr.  McGiLLiCTJDDY.  That  is  right? 

Mr.  Faeeell.  That  is  substantially  correct. 

Mr.  McGiLLicuDDY.  The  difference  to  the  consumer  is  the  increase 
in  freight,  but  you  make  a  profit  on  those  rails  at  $24.98  a  ton. 

Mr.  Gaednee.  There  has  been  so  much  confusion  before  this  com- 
mittee and  the  Committee  on  Ways  and  Means  when  a  witness  has 
answered  the  question,  Can  you  make  a  profit  at  a  certain  price? 
Then,  afterwards,  when  that  is  quoted,  somebody  says,  "  Oh,  but 
he  meant  a  profit  on  the  mere  factory  cost,"  or  "  He  did  not  include 
overhead  charges." 

You  mean  that  you  can  make  a  profit  if  all  your  rail  making  were 
conducted  on  such  a  basis 

Mr.  Faeeell.  No ;  we  could  not. 

Mr.  Gaednee.  Let  me,  for  the  sake  of  the  record,  state  my  question 
so  that  there  will  not  be  any  confusion  of  mind  in  the  discussion  in 
the  future. 

You  say  you  make  a  profit  on  rails  which  you  sell  at  $24.98  per 
ton  at  the  mill  f.  o.  b.  What  do  you  mean  by  profit;  a  profit  over 
what? 

Mr.  Faeeell.  Of  course  our  profits  are  not  confined  to  individual 
transactions.  The  profit  is  the  average  return  received  for  the  pro- 
duction of  the  plant,  whether  it  is  10,000  tons  a  day  or  2,000  tons  a 
day. 

Mr.  Gaednee.  Do  you  include  your  overhead  charges,  your  pro- 
portional share  in  your  overhead  charges,  in  saying  that  you  make 
a  profit? 

Mr.  Faeeell.  They  all  come  in  to  make  up  the  overhead  cost. 
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Mr.  Gardner.  And  that  is  all  calculated  when  you  say  that  you 
M  ""^  ^  P"""^*  ^^®°  y°^  sell  them  for  $24.98  a  ton  ? 
i^fT^V,  ^^"^^^•-  -'-*  ^s  ^^^®  ^  reservoir.  You  pour  all  this  business 
into  the  reservoir  and  you  get  a  level,  an  average  price. 
ii.r'  Y^^°N?K  That  is  to  say,  that  if  your  whole  rail  business, 
mat  IS,  tne  rail  business  of  the  same  specifications  as  your  $28-a-ton 
business,  was  made  up  and  sold  at  $24.98  a  ton,  instead  of  being  sold 
to  the  American  consumer  at  $28  a  ton,  then  there  would  be  a  profit 
to  you  m  it  ?  ^ 

Mr.  Fareell.  It  would  not  be  an  attractive  business. 

Mr.  Gardner.  But  would  there  be  a  profit? 

Mr.  Farbell.  There  is  a  varying  profit.  For  instance,  there  is 
less  profit  in  rails  sold  at  $24.98  a  ton  than  there  would  be  in  rails 
sold  at  $28  a  ton. 

Mr.  Gardner.  But,  taking  all  the  expenses  of  your  business— I  do 
not  sa,y  that  the  profit  would  be  6  per  cent  on  the  investment,  or 
what  it  would  be— there  would  be  some  kind  of  a  profit,  good,  bad, 
or  indifferent,  if  your  whole  rail  business  were  conducted  at  the 
price  of  $24.98  in  lieu  of  the  price  of  $28  a  ton?  That  is  what  I  am 
trying  to  get  at. 

Mr.  Farrell.  There  would  be  a  profit,  but  we  could  not  expend 
six  or  seven  million  dollars  to  rehabilitate  plants  when  they  had 
reached  the  obsolete  period. 

Mr.  Gardner.  You  might  use  that  money  to  greater  advantage, 
of  course ;  but  what  I  want  to  get  at  is  whether  there  would  be  an 
actual  profit  over  expenditures? 

Mr.  Farrell.  I  could  only  state  that,  in  a  general  way,  there  would 
be  a  moderate  profit  in  the  business.    I  could  not  state 

Mr.  Gardner.  That  is  what  I  want  to  get  at. 

The  Chairman.  While  we  are  on  this  rail  question,  I  want  to  ask 
a  question  or  two. 

"Were  you  connected  with  the  United  States  Steel  Products  Co.  on 
October  18,  1904? 

Mr.  Farrell.  Yes,  sir. 

The  Chairman.  At  what  price  were  you  then  selling  steel  rails 
c.  i.  f .  Nuevo  Laredo,  Mexico  ? 

Mr.  Farrell.  Is  this  in  1904? 

The  Chairman.  Yes. 

I  read  a  letter  in  this  connection : 

United  States  Steel  Pboducts  Export  Co.. 

Wew  York,  Octoher  18,  1904. 
Feebo  Cabeil  de  Tamatjlipas, 

Mr.  Jackson,  President,  Nuevo  Laredo,  Mexico. 
Deab  Sib:  Following  our  advices  of  yesterday  with  reference  to  your  order 
for  1,500  tons  rails  70  section,  would  say  tliat  based  on  furnishing  Carnegie 
standard  specifications  that  we  have  option  of  shipping  5  per  cent  of  this  ton- 
nage In  second-quality  rails  $25  per  gross  ton,  all  c.  i.  f.  Nuevo  Laredo,  Mexico, 
in  bond.  If  our  understanding  as  to  second-quality  rails  is  not  entirely  correct, 
we  should  be  glad  to  have  your  prompt  advices  by  wire,  and  in  this  connection 
we  await  your  confirmation  instructions  as  to  section  and  rail  drilling. 

We  assume  that  you  are  sending  us,  with  confirmation  of  your  order,  full 
Instructions  as  to  name  of  party  at  border  who  will  attend  to  customs  for  your 
account.  For  your  information  would  say  that  we  contemplate  routing  shipment 
via  Galveston  and  Laredo.  Mill  will  likely  ship  the  rails  by  November  1,  and 
we  would  therefore  be  glad  to  receive  from  you  by  telegraph  full  information  in 
line  with  our  several  letters  of  yesterday. 
Yours,  very  truly. 

United  States  Steel  Pboducts  Expoet  Co. 
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This  is  a  copy  of  a  letter  in  which  they  said  you  sold  rails  at  that 
time  at  $25  a  ton  delivered  in  Mexico. 

Mr.  Farbell.  That  was  in  1904  ? 

The  Chairman.  October,  1904. 

Mr.  Faerell.  I  remember  the  transaction.  The  gentlemen  who 
were  connected  with  that  transaction  were  Dick  Bros.  Co.,  bankers, 
in  Philadelphia,  and  another  concern,  building  a  railroad  in  Texas, 
who  endeavored  to  buy  those  rails  for  export  under  a  subterfuge; 
and  when  they  found  they  had  difficulty  in  bringing  them  back  across 
the  border,  by  reason  of  the  fact  that  the  shipment  was  covered  for 
drawback,  they  got  angry  about  it.  If  they  had  told  us  that  they 
wanted  to  carry  those  rails  to  Mexico  and  take  them  back  again  into 
Texas  we  would  have  endeavored  to  put  them  in  a  position  to  buy 
the  rails  for  Texas. 

The  Chairman.  Why  was  it  profitable  to  those  fellows  to  attempt 
to  do  that  ?     How  far  was  it  from  Laredo  to  the  Mexican  border  ? 

Mr.  Faerell.  Just  a  bridge  across  to  Nuevo  Laredo 

The  Chairman.  How  far  was  that  from  the  Texas  border  ? 

Mr.  Farrell.  Across  the  Rio  Grande. 

The  Chairman.  Why  was  it  so  profitable  for  them  to  lie  to  you 
about  it  ? 

Mr.  Farrell.  Simply  because  they  were  going  to  make  the  differ- 
ence between  the  price  of  rails  in  this  country  and  for  export. 

The  Chairman.  Did  they  not  have  to  pay  the  freight  ? 

Mr.  Farrell.  Across  the  bridge  ? 

The  Chairman.  Did  they  not  have  to  ship  these  rails  into  Mexico 
and  then  bring  them  bSck  across  the  border  f 

Mr.  Farrell.  They  took  them  across  the  river. 

The  Chairman.  That  is  what  I  am  driving  at.  Why  was  it  profit- 
able to  them  to  pay  freight  on  rails  into  Mexico  and  then  bring  them 
back  across  the  border  into  the  United  States  ? 

Mr.  Farrell.  My  own  impression  is  that  they  never  paid  any 
freight ;  that  they  made  an  arrangement  with  somebody  to  shunt  the 
cars  back  over  the  bridge 

The  Chairman.  Why  was  it  profitable  to  pretend  they  were  going 
to  pay  the  freight  ? 

Mr.  Farrell.  I  do  not  know — — 

The  Chairman.  How  much  cheaper  was  it  for  them  to  ship  the 
rails  to  the  Mexican  side  and  then  back  across  the  Rio  Grandef 

Mr.  Faeeell.  We  sell  rails  for  export  at  lower  prices  than  we  do 
for  consumption  in  this  country;  and  they  endeavored  to  buy  these 
rails  for  shipment  to  Mexico  because  the  price  was  lower  for  Mexico 
than  it  was  for  the  United  States. 

The  Chairman.  Then  there  was  a  foreign  country  in  which  you 
were  selling  rails  cheaper  than  you  were  selung  them  to  this  country  ? 

Mr.  Farrell.  Certainly. 

The  Chairman.  Plow  much  cheaper? 

Mr.  Farrell.  It  depends  on  conditions. 

The  Chairman.  They  quote  $25  a  ton.  Is  that  correct  ?  Did  you 
agree  to  sell  them  at  $25  a  ton? 

Mr.  Farrell.  They  were  second-quality  rails;  they  were  seconds. 

Mr.  Beall.  Only  5  per  cent  of  them  were  seconds. 

Mr.  Farrell.  Perhaps ;  but  that  would  make  a  difference,  because 
we  can  not  sell  second-quality  rails  to  the  railroads  in  this  country, 
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and  whenever  any  foreign  country  will  take  them  we  make  a  dis- 
count and 

Tji®  Chairman.  What  was  that  rail  selling  for  in  this  country  ? 

^u'  >,-*''^^^^-  The  second-quality  rail?    We  could  not  sell  it. 

The  Chairman.  The  other  qualitv— the  95  per  cent.  What  were 
they  selling  for  in  this  country? 

Mr.  Faerell.  $28  a  ton. 

The  Chairman.  They  would  have  made  just  $3  a  ton  by  that  trans- 
action if  they  had  managed  to  fool  you? 

Mr.  Faerell.  I  do  not  believe  I  would  have  indulged  in  the  prac- 
tice for  the  sake  of  making  the  whole  cost  of  the  rails  if  I  had  been 
in  their  position. 

The  Chairman.  Then  the  rails  were  to  be  delivered  in  Mexico 
for  $25? 

Mr.  Faerell.  I  understand  that  was  the  price  f.  o.  b.  at  the  mill. 

Mr.  Young.  What  does  "  c.  i.  f ."  mean  ? 

Mr.  Farrell.  Cost,  insurance,  and  freight;  cost  at  the  works,  and 
the  insurance  and  freight  to  ■  destination. 

But  they  endeavored  to  take  advantage  of  a  mistake.  Is  that  let- 
ter signed  by  a  man  named  Corbett? 

Mr.  Beall.  It  is  not  signed  in  any  name. 

Mr.  Faeeell.  That  is  a  copy,  I  presume. 

Mr.  Beall.  It  is  signed  "  United  States  Steel  Products  Export  Co." 

Mr.  Farrell.  Is  it  a  copy  of  a  letter  you  received  ? 

Mr.  Bartlett.  It  is  a  copy  of  a  letter  they  sent. 

Mr.  Faeeell.  I  am  very  familiar  with  this  transaction,  because  it 
was  a  rather  peculiar  circumstance. 

In  the-  first  place,  the  man  that  made  the  quotation  made  a  mistake 
in  quoting  the  price  "  c.  i.  f."  instead  of  "  f.  o.  b."  Then,  in  the  sec- 
ond place,  these  people  bought  the  rails  under  a  subterfuge,  if  I 
may  use  that  term,  for  use  in  Mexico,  and  hauled  them  back  across 
the  Eio  Grande  to  the  Texas  side. 

Mr.  Beall.  I  understand  those  rails  were  really  deigned  to  be 
used  in  Texas.    That  was  the  purpose  ? 

Mr.  Faeeell.  Apparently  that  is  correct. 

Mr.  Beall.  If  they  had  made  known  that  purpose  to  you  you 
would  have  charged  them  $28  a  ton  f .  o.  b.  the  factory  ? 

Mr.  Faeeell.  'Our  export  company  had  nothing  to  do  with  the  do- 
mestic business,  but  I  will  assume  that  the  domestic  company  would 
have  made  that  price. 

Mr.  Reed.  Except  for  the  seconds  ? 

Mr.  Faeeell.  Except  for  the  seconds,  of  course. 

Mr.  Beall.  If  they  were  sold  under  this  letter  they  would  have 
been  delivered  on  the  Mexican  side,  freight  paid,  for  $25  a  ton  ?  And 
I  believe  you  state  that  the  agent,  you  think,  made  a  mistake  in  that? 

Mr.  Faeeell.  He  did.  I  remember  this  transaction  distinctly,  even 
to  the  extent  of  the  names  of  the  people  who  indulged  in  the  transac- 
tion, and  also  the  gentlemen  who  sent  you  the  letter.  I  can  no  doubt 
tell  you  the  name  of  the  man  who  sent  you  this  letter,  because  he  has 
endeavored  to  to  make  a  lot  of  trouble  over  this  matter.  It  has  been 
before  the  Ways  and  Means  Committee,  I  think,  and  he  has  had  it 
up  with  Senator  Bacon.     It  has  been  a  perennial  proposition. 

Mr.  Bartlett.  The  man  that  had  the  matter  up  with  Senator 
Bacon  was  Mr.  Raoul. 
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Mr.  Farrell.  Gaston  Eaoul. 

The  Chairman.  You  are  guessing  wrong. 

Mr.  Bartlett.  I  knew  him  very  well. 

Mr.  Farrell.  I  can,  no  doubt,  give  you  the  name  of  the  gentleman 
who  sent  you  this  letter,  Mr.  Chairman. 

The  Chairman.  Very  well ;  you  can  give  it  to  me  now. 

Mr.  Farrell.  No.    I  want  to  be  certain  first. 

Mr.  Beall.  What  was  the  freight  per  ton  at  that  time  on  rails 
from  some  plant  of  the  United  States  Steel  Corporation  over  to  the 
Mexican  side  ? 

Mr.  Farrell.  $3.05  a  ton.  That  was  $1.45  from  Pittsburgh  to  Bal- 
timore, and  $1.60  freight  from  Baltimore  to  Galveston  By  sailing 
vessel. 

Mr.  Beall.  What  about  the  freight  from  Galveston  to  Laredo? 

Mr.  Farrell.  I  could  not  answer,  offhand,  what  that  rate  is. 

Mr.  Beall.  Probably  as  much  as  the  freight  from  the  mill  to  Gal- 
veston. 

Mr.  Farrell.  It  might  be. 

Mr.  Beall.  So  a  contract  made  under  this  letter  would  have  sold 
the  rails  at  a  cost  of  about  $20  at  the  factory  ? 

Mr.  Farrell.  You  understand  that  this  is  a  mistake  that  we  are 
talking  about? 

Mr.  Beall.  I  understand  that  you  claim  it  was  intended  to  be 
f.  o.  b.,  while  the  letter  says  "  c.  i.  f."  But  if  the  rails  had  been 
bought  under  this  letter — under  the  contract  described  in  the  letter — 
the  Steel  Corporation  would  have  received  something  like  about  $20 
a  ton  for  the  rails? 

Mr.  Farrell.  If  they  had  been  bought  at  that  price. 

Mr.  Beall.  While,  if  they  had  been  bought  for  use  on  the  Texas 
side  the  Steel  Corporation  would  have  received  $28  a  ton  ? 

Mr.  Farrell.  Possibly.  * 

Mr.  Reed.  If  the  clerk  did  not  make  another  mistake. 

The  Chairman.  Do  you  know  George  Baker,  the  general  manager 
of  sales  of  the  Illinois  Steel  Co.  ? 

Mr.  Farrell.  I  am  acquainted  with  him ;  yes. 

The  Chairman.  Is  he  a  reliable  and  capable  man  ? 

Mr.  Farrell.  Entirely  so. 

The  Chairman.  I  wish  to  read  you  a  letter,  signed  by  George 
Baker,  general  manager  of  sales,  Illinois  Steel  Co.,  addressed  to 
Mr.  G.  Jackson,  president  Ferro-Carril  de  Tamaulipas,  Nuevo  La- 
redo, MexicO;  reading  as  follows: 

Replying  to  your  favor  of  the  5th  instant,  and  referring  to  subsequent  corre- 
spondence  in  relation  to  1,000  to  1,500  tons  of  American  Society  65  or  70 
pound  rails  and  accessories,  we  are  pleased  to  submit  the  following  prices: 

First-quality  rails,  per  gross  ton $34.70 

Second-quality  rails,  per  gross  ton 33.70 

Angle  bars,  per  100  pounds 1.50 

Bolts  and  square  nuts,  per  100  pounds 2.35 

Bolts  with  hex  nuts,  per  100  pounds 2.70 

Spikes,  per  100  pounds 1.90 

All  f.  o.  b.  Laredo,  Tex. 

These  prices  contemplate  furnishing  either  30-foot  and  33-foot  lengths  with 
10  per  cent  of  shorts  and  5  per  cent  of  seconds,  and  we  coufd  r^ate  the  price 
iif  flrst-quality  rails  to  $26.7.5  per  gross  ton  and  of  the  second  quality  to  $25.75 
Ijer  gross  ton  delivered  as  above,  upon  receipt  of  evidence  that  the  material 
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has  been  shipped  into  Mexico.    We  would  arrange  for  shipment  about  Septem- 
ber 1,  as  per  your  message  of  the  5th  instant. 

Trusting  you  may  be  able  to  favor  us  with  vour  order,  *e  remain, 
Yours,  truly, 

George  Baker, 
Oenerwl  Manager  of  Sales. 

Do  you  remember  that  transaction? 

Mr.  Faerell.  No.  Of  course,  I  remember  the  method  of  quotifig 
is  correct,  except  the  material  would  have  been  covered  for  a  draw- 
back, and  part  of  that  material  was  made  here.  Those  rails  would 
have  been  made  partly  from  imported  material,  on  which  we  would 
obtain  a  drawback;  and  in  order  to  collect  the  drawback  we  have 
to  have  evidence  of  export;  in  order  to  prove  our  claim  to  collect 
the  drawback  from  the  Government. 

The  Chairman.  But  if  you  had  sold  the  rails  they  would  have  cost 
$34.70  per  gross  ton,  and  with  evidence  of  export  the  price  would 
have  been  dropped  down  to  $26.75  per  gross  ton? 

Mr.  FAEREiiL.  Yes ;  we  are  giving  customers  the  benefit  of  the  draw- 
back that  we  would  have  obtained  from  the  Government  on  the  ma- 
terial imported. 

The  Chairman.  Did  you  import  any  ore  or  pig  iron? 

Mr.  Faerell.  It  was  ferrosilicon  and  ferromanganese. 

The  Chairman.  How  much  ? 

Mr.  Faerell.  As  I  remember  the  quantity  of  ferromanganese  and 
ferrosilicon 

The  Chairman.  I  mean,  how  much  would  it  amount  to  on  those 
articles,  in  duty? 

Mr.  Hughes.  The  duty  on  the  material  was  $4  a  ton. 

The  Chairman.  $4  a  ton  on  the  ferrosilicon? 

Mr.  Faeeell.  On  the  ferrosilicon,  the  ferromanganese,  and  spie- 
geleisen.  At  that  time  it  was  $4  a  ton,  and  it  was  reduced  to  $2.50 
under  the  Payne- Aldrich  tariff. 

The  Chaieman.  How  much  would  the  drawback  have  been  on  that  ? 

Mr.  Faeeell.  Mr.  Hughes  says  the  amount  recoverable  would 
have  been  35  cents  per  ton. 

The  Chaieman.  Is  it  not  true  that  you  can  make  a  large  rail  at 
a  less  relative  cost  per  ton  than  a  small  one? 

Mr.  Faeeell.  It  is  not.  We  are  rolling  small  rails  on  electrically 
driven  mills  that  are  to  a  large  extent  automatic  and  do  not  require 
the  attention  and  care  of  rolling  large  rails,  and  if  we  make  a  de- 
fective rail  in  a  large  section  we  are  throwing  away  a  larger  amount 
of  material  than  if  we  were  making  a  smaller  rail. 

The  Chairman.  What  you  throw  away  you  put  right  back  into  the 
furnace,  however? 

Mr.  Farrell.  Yes;  but  it  involves  some  cost. 

The  Chairman.  Some  little. 

Mr.  Faeeell.  Considerable. 

The  Chaieman.  Does  it  not  take  about  the  same  number  of  men 
to  roll  a  30-pound  rail  that  it  does  to  roll  a  100-pound  rail? 

Mr.  Faeeell.  No;  a  man  might  lift  a  small  rail  to  better  ad- 
vantage. 

The  Chaieman.  They  do  not  lift  them  from  the  time  your  bloom 
goes  into  the  rolls  until  the  rail  comes  out? 

Mr.  Faeeell.  There  are  a  considerable  number  of  manipulations. 
It  has  to  be. 
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The  Chairman.  You  have  the  same  number  of  rolls  in  a  small 
rail  as  in  a  big  qne? 

Mr.  Farrell.  Approximately;  but  larger  pressures  in  the  case  of 
the  big  rail. 

The  Chairman.  Do  you  mean  to  say  that  the  relative  costs  per  ton 
is  greater  in  making  a  100-pound  rail  than  it  is  in  making  a  30-pound 
rail? 

Mr.  Farkell.  Yes.  Mr.  MacRae  will  get  all  that  information  when 
he  gets  into  the  costs. 

Mr.  Gardner.  I  would  like  to  ask  the  witness  a  few  questions. 

I  am  very  much  confused  in  my  own  mind  as  to  just  what  this  $28 
a  ton  price  for  steel  rails  means. 

In  the  first  place,  what  proportion,  roughly  speaking,  of  the  rails 
that  you  sell  for  domestic  consumption  are  sold  for  $28  a  ton? 

Mr.  Farrell.  What  proportion  of  them  ?  I  should  say  to-day  that 
not  more  than  half  of  the  rails  are  sold  for  $28  a  ton. 

Mr.  Gardner.  About  half  are  sold  for.  $28  and  the  other  half  at 
other  prices? 

Mr.  Farrell.  I  think  some  railroads  pay  more  money.  For  ex- 
ample, the  Pennsylvania  Railroad  has  a  certain  specification  for  rails 
for  which  they  pay  $1.55  extra,  to  get  a  certain  chemistry.  And  they 
are  now  formulating  another  specification,  and  we  have  been  unable 
to  determine  in  our  own  minds  as  to  what  the  actual  cost  of  making 
that  rail  is  going  to  be. 

Mr.  Gardner.  Supposing  the  Pennsylvania  Railroad,  for  instance — 
do  they  send  you  their  specifications  and  say,  "  What  will  you  make 
these  rails  for  "  ? 

Mr.  Farrell.  The  first  inquiry  nowadays  is,  "  Can  you  make  rails 
to  these  specifications"? 

Mr.  Gardner.  That  being  answered  in  the  afiirmative,  what  is  the 
next  question? 

Mr.  Farrell.  The  price. 

Mr.  Gardner.  And  when  you  give  them  the  price,  how  is  your  price 
calculated  ? 

Mr.  Farrell.  I  must  confess  it  has  been  largely  an  estimate  for  the 
past  year  or  two,  because  nearly  all  of  these  specifications  differ  in 
their  chemical  properties,  in  their  physical  tests,  the  amount  of  dis- 
card from  the  ingot,  and  the  general  testing. 

Mr.  Gardner.  And  these  new  specifications,  new  requirements,  cost 
more  money? 

Mr.  Farrell.  Yes. 

Mr.  Gardner.  When  you  are  starting  to  figure  out,  do  you  figure 
$28  for  ordinary  specifications,  and  then  say,  "These  new  specifica- 
tions are  $1.55  additional,"  and  render  a  price  of  $29.55,  or  do  you 
figure  it  all  from  the  base? 

Mr.  Farrell.  We  commence  at  a  basis  of  1.25  cents  a  pound. 

Mr.  Gardner.  You  commence  at  a  price  of  1.25  cents  a  pound, 
figuring  out  $28  a  ton? 

Mr.  Farrell.  That  is  equivalent  to  $28  a  ton,  but  it  does  not  sound 
quite  so  large. 

Mr.  Gardner.  But  we  are  used  to  the  $28  term.  Call  it  1.25  cents  a 
pound.    You  begin  with  that  as  a  basis  ? 

Mr.  Farrell.  Yes. 
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Mr.  Gardner.  How  do  you  calculate  the  additional  price  that  you 
are  to  charge? 

Mr.  Faeeell.  By  the  amount  of  alloys  that  we  may  have  to  use  in 
the  melt,  and  the  amount  of  discard  from  the  ingot,  and  the  amount 
01  inspection  necessary. 

Mr.  Gaednee.  How  many  pounds  do  you  calculate  to  the  ton  ? 

Mr.  Faeeell.  In  rails? 

Mr.  Reed.  All  steel  is  calculated  on  gross  tons,  it  is  not? 

Mr.  Faeeell.  Not  all  steel  for  sale,  but  in  rails  2,240  pounds.  It 
has  been  so  for  years,  and  I  do  not  think  it  has  been  changed. 

Mr.  Gaednee.  2,240  pounds? 

Mr.  Faeeell.  Yes. 

Mr.  Gaednee.  And  1.25  cents  a  pound ;  that  figures  out  $28  a  ton. 

Mr.  Faeeell.  But  we  do  not  think  of  rails  at  $28  a  ton.  We  think 
of  them  at  1.25  cents  a  pound. 

Mr.  Gaednee.  You  think  of  them  at  1.25  cents  a  pound,  and  then 
you  proceed  to  add  on  whatever  extra  cost  may  be  involved  on  account 
of  the  different  specifications? 

Mr.  Faeeell.  That  is  correct ;  yes,  sir. 

Mr.  Gaednee.  Supposing  that  the  basic  price  of  rails  was  to  drop 
to  $24  a  ton,  then  you  would  begin  all  over  again  on  a  basis  lower 
than  the  1.25  cents  a  pound,  would  you,  to  calculate  the  price  you 
were  to  charge  ? 

Mr.  Faeeell.  That  would  naturally  follow. 

Mr.  Gaednee.  That  is  what  I  am  trying  to  get  at.  Whether  you 
calculated  the  thing  de  nevo  or  whether  you  began  with  the  $28  rate 
as  a  basis.    That  is  all  I  wanted  to  ask,  Mr.  Chairman. 

Mr.  Beall.  I  wish  to  ask  a  few  more  questions. 

I  understood  awhile  ago,  in  talking  with  Mr.  Stanley  about  that 
last  rail  matter,  where  the  difference  was  about  $7  or  $8  a  ton,  that 
you  stated  that  you  gave  your  customer  the  benefit  of  the  drawback 
provision  of  the  tariff? 

Mr.  FAEEEUi.  Yes. 

Mr.  Beall.  How  much  did  I  understand  you  then  to  say  that  you 
got  back  in  the  way  of  a  drawback  upon  the  material  that  went  into 
that  ton  of  rails  imported — about  35  cents  ? 

Mr.  Fakeell.  In  this  particular  case  we  lost  it.  We  were  imable 
to  collect  it. 

If  you  will  allow  Mr.  Hughes  to  make  the  statement  for  me  he 
can  tell  you  how  we  lost  the  drawback  on  those  rails. 

Mr.  Beall.  I  really  do  not  think  it  is  material.  In  this  particular 
jase  you  lost  it,  but  when  you  sold  the  rails  you  intended  to  get  it 
back? 

Mr.  Faerell.  It  was  considered  in  the  j)rice ;  yes. 

Mr.  Beall.  It  was  considered  in  the  price? 

Mr.  Faeeell.  Yes. 

Mr.  Beall.  Did  I  understand  you  to  say  that  that  amounted  to 
about  35  cents  ? 

Mr.  Fakeell.  In  that  case;  yes.     It  might  vary,  you  know. 

Mr.  Beall.  In  this  particular  case,  what  was  the  difference  in 
price,  about  $7  or  $8? 

Mr.  Baetlett.  $6.27. 
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Mr.  Beall.  At  the  time  jou  made  that  price  you  expected  to  get 
that  35  cents  back  and  you  intended  to  give  your  customer  the  ben&t 
of  it? 

Mr.  Fakkell.  Yes. 

Mr.  Beall.  Giving  him  the  benefit  of  it,  you  got  a  difference,  still, 
of  about  $6? 

Mr.  Fabreu..  I  have  not  analyzed  the  price.  I  understood  Mr. 
Stanley  to  say  that  the  price  delivered  to  Nuevo  Laredo  was  $34  and 
something. 

Mr.  Beau..  First  quality,  $34.70. 

INIr.  Faerell.  Does  it  state  what  the  freight  is  ? 

Mr.  Beall  (reading) : 

We  could  rebate  the  price  of  first-quality  rails  to  $26.75  per  gross  ton,  and  of 
the  second  quality  to  $25.75  per  gross  ton,  delivered  as  above,  upon  receipt 
of  evidence  that  the  material  has  been  shipped  into  Mexico. 

In  other  words,  to  deliver  it  to  Laredo  would  cost  $34.70? 

Mr.  Faerell.  Yes. 

Mr.  Beall.  But  to  deliver  to  New  Laredo — ^that  is,  just  across  the 
line — would  cost  $26.75,  which  would  be  a  difference  of  $7  and 
something— $7.95, 1  think  it  is  ? 

Mr.  Fareell.  You  are  talking  about  second-quality  rails  there? 

Mr.  Beall.  No;  that  is  in  regard  to  first-qualitv  rails.  It  is  the 
difference  between  $34.70  and  $26.75—1  think  it  ""is  $7.95,  and  the 
drawback  upon  the  imported  material  that  went  into  that  ton  of 
rails  would  be  35  cents,  about  ? 

Mr.  Faerell.  Yes. 

Mr.  Beall.  Making  still  a  difference  of  about  $7.60. 

This  morning  there  was  something  said  about  your  statistical 
bureau  that  you  had  organized  ? 

Mr.  Faeeell.  Yes. 

Mr.  Beall.  I  would  suppose  that  that  was  organized  for  the 
purpose  of  gathering  statistics  of  all  kinds  from  all  places,  such 
statistics  as  you  might  need  in  the  conduct  of  your  business? 

Mr.  Faerell.  For  our  own  information. 

Mr.  Beall.  You  are  in  a  position  to  determine  pretty  accurately 
what  the  Bethlehem  Co.,  for  example,  or  some  of  these  other  com- 
peting companies,  can  manufacture  their  pig  iron  for? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  Take  the  Republic  Iron  &  Steel  Co.  They  do  not 
import  their  material,  I  believe? 

Mr.  Farrell.  No  ;  1  think  not. 

Mr.  Beall.  Are  you  not  in  a  position  to  know  just  what  it  would 
cost  them  to  produce  a  ton  of  pig  iron  ? 

Mr.  Farrell.  I  have  not  the  remotest  idea. 

Mr.  Beall.  Your  statistical  department  is  in  possession  of  that 
information,  is  it  not? 

jMr.  Farrell.  The  statistical  department  is  not  concerned  with 
the  operation  of  other  companies.  They  are  concerned  entirely  with 
our  own  business,  and  the  statistics  that  I  referred  to  this  morn- 
ing were  the  Government  statistics,  which  were  received  from  the 
Department  of  Commerce  and  Labor. 

Mr.  Beall.  Your  statistical  bureau  is  in  a  position  to  get  the 
necessary  statistics  for  determining  the  cost  of  a  ton  of  pig  iron  to 
the  Republic  Iron  &  Steel  Co.,  is  it  not? 
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Mr.  Farrell.  I  do  not  Imow  what  might  happen  if  we  were  to 
ask  them  for  the  information. 

•  ^^•.^^If'-  I  do  not  mean  by  asking  them;  but  are  you  not  famil- 
iar ^ith  the  conditions  under  which  they  manufacture  their  steel 
products,  sufficiently  to  enable  you  to  determine  almost  exactly 
what  a  ton  of  pin  iron  would  cost  them  to  produce? 

Mr.  Fabhell.  No. 

Mr.  Beall.  You  know  where  they  get  their  ore,  or  at  least  you 
could  know?  '  '' 

Mr.  Fabrell.  Yes;  we  could  probably  find  out. 

Mr.  Beall.  If  it  were  a  matter  of  interest  to  you  to  find  out  what 
your  competitors  had  to  expend  in  order  to  produce  their  product, 
if  that  were  a  matter  of  concern  in  this  day  and  generation,  you 
could  find  it  out?  You  would  know  where  they  got  the  ore;  you 
would  know  what  it  cost;  you  could  ascertain  that,  could  you  not? 
You  could  find  out  how  far  they  would  have  to  transport  it? 

Mr.  Farbell.  We  might  ask  them  for  that  information. 

Mr.  Beall.  I  do  not  mean  asking  them  for  it.  You  are  in  a  posi- 
tion, without  asking  anything  of  them,. to  find  it  out,  are  you  not? 

Mr.  Farhell.  I  am  sorry  to  say  we  are  not.    We  might  guess  at  it. 

Mr.  Beall.  You  would  know  where  they  got  their  ore  ? 

Mr.  Fabrell..  Yes. 

Mr.  Beall.  Eepresentatives  of  the  steel  company  have  some  knowl- 
edge about  the  value  of  ore,  have  they  not? 

Mr.  Farrell.  I  presume  so.  v 

Mr.  Beall.  You  could  ascertain  how  far  they  would  have  to  trans- 
port it? 

Mr.  Farbell.  Yes. 

Mr.  Beall.  You  could  determine  the  amount  of  the  transporta- 
tion charges,  could  you  not? 

Mr.  Farrell.  Yes. 

Mr.  Beall.  You  could  find  out  how  far  they  would  have  to  trans- 
port their  coal  and  their  coke  and  limestone  and  every  other  product 
that  goes  into  the  production  of  a  ton  of  pig  iron?  'AH  that  infor- 
mation is  available  ?  If  it  were  a  matter  of  interest  to  ascertain  these 
things,  you  could  find  out  what  the  labor  cost  was,  and  all  that  ?  Is 
it  not  a  fact  that  the  representatives  of  the  Steel  Corporation  have 
at  hand  the  opportunity  of  discovering  the  cost  to  their  competitors 
of  the  production  of  almost  any  material  that  they  do  produce  ? 

Mr.  Farrell.  No,  sir. 

Mr.  Beall.  Why  not? 

Mr.  Farrell.  Because,  it  would  simply  be  an  estimate,  and  the  in- 
formation would  not  be  reliable.  There  are  a  great  many  conditions 
operating  in  different  companies.  There  may  be  a  good  many  inde- 
pendent companies  to-day  that  are  manufacturing  material  cheaper 
in  some  places  than  we  are  making  it  in  some  of  our  plants.  We  are 
not  laboring  under  any  delusion  as  to  our  prowess  at  all. 

Mr.  Beall.  I  think  Judge  Gary  said  before  the  Ways  and  Means 
Committee  that  the  United  States  Steel  Corporation  could  produce 
certain  products  at  $2  cheaper  than  any  other  competitor. 

Mr.  Farrell.  Probably  it  can. 

Mr.  Beall.  Was  that  simply  an  estimate,  or  was  that  based  upon 
fact? 
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Mr.  Farrell.  I  presume  Judge  Gary's  statement  must  have  been 
based  upon  fact.  I  have  a  high  regard  for  any  statement  which  he 
might  make.  Undoubtedly,  it  "would  be  accurate.  But  you  are  ask- 
ing for  my  personal  knowledge  of  these  things,  as  I  understand. 

Mr.  Beall.  Is  there  any  competition  between  the  United  States 
Steel  Corporation  and  other  corporations  engaged  in  the  manufac- 
tures of  steel? 

Mr.  Fakrell.  Is  there  any  competition  ? 

Mr.  Beall.  Yes. 

Mr.  Farrell.  Why,  I  do  not  believe  the  prices  of  any  manufacture 
in  the  United  States  to-day  are  alikfe. 

Mr.  Beaix.  ^Vhy  is  it,  then,  that  Judge  Gary  said  that  the  age  of 
competition  had  passed.    What  did  he  mean  by  that? 

Mr.  Farrell.  He  meant,  I  think,  that  competition  would  lead  to  a 
destructive  condition  in  the  industry  which  would  result,  possibly, 
in  the  bankruptcy  of  companies  and  the  embarrassment  of  others  and 
the  reduction  of  wages. 

Mr.  Beall.  There  has  never  been  any  embarrassment  of  any  com- 
panies; there  has  never  been  any  bankruptcy  of  any  companies; 
there  has  never  been  any  reduction  in  the  wages  paid  to  employees, 
as  I  understand,  of  the  steel  companies  lately.  None  of  these  results 
have  followed  that  you  say  would  follow  competition;  and  yet  you 
say  that  there  is  competition? 

Mr.  Farrell.  The  reports  of  the  different  companies  which'  are 
coming  out  or  wiU  be  coming  out  in  the  next  few  months  would 
answer  your  question. 

There  is  no  doubt  whatever  that  there  are  a  great  many  companies 
to-day  in  the  steel  business  that  are  not,  getting  the  cost  of  manufac- 
ture out  of  the  present  prices.  I  think  m  the  case  of  one  company 
the  total  profits  on  their  business  for  the  first  six  months  of  1911  were 
$35,000. 

Mr.  Beall.  You  say  the  reports  would  show  that? 

Mr.  Farrell.  Yes;  the  reports  will  show  that.  I  shall  be  glad  to 
get  you  some  of  the  reports.    They  are  public. 

Mr.  Beaix.  Your  position  is  that  there  is  competition  now.  Is  it 
free,  unrestricted  competition? 

Mr.  Farrell.  Absolutely. 

Mr.  Beall.  The  kind  of  competition  that  ordinarily  preivails  in 
any  line  of  industry? 

Mr.  Farrell.  There  is  a  competition  in  the  steel  industry  to-day 
that  leads  to  bankruptcy  and  which  will  inevitably  lead  to  a  reiduc- 
tion  in  the  wages  of  the  employees. 

Mr.  Beall.  I  thought  that  you  considered  the  cooperation  had 
been  so  developed  by  the  Gary  dinners  and  other  Christianizing  in- 
fluences of  that  kind  that  destructive  competition  was  a  thing  of  the 
past. 

Mr.  Reed.  I  am  afraid  it  has  been  blighted  in  Washington. 

Mr.  Beall.  It  is  to  be  hoped  so. 

You  thinlr,  then,  Mr.  FarreU,  that  there  is  free,  open,  unrestricted 
competition  now? 

Mr.  Farrell.  There  certainly  is. 

Mr.  Beall.  But  is  your  idea  that  competition  is  destructive,  that 
it  will  result  in  bankruptcy ;  that  it  is  a  bad  thing,  anyway? 

Mr.  Farrell.  There  is  no  question  about  it.    If  you  apply  it 
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Mr.  Beall  (interposing) .  And  this  old  idea  that  has  been  prevail- 
ing m  business  for  so  many  centuries,  that  competition  is  the  life  of 
trade,  has  been  all  a  delusion? 

Are  you  also  one  of  the  apostles  of  this  new  cult  that  is  being  de- 
veloped m  the  country,  that  the  Gtovemment  ought  to  step  in  and 
regulate  and  fix  the  maximum  price  for  the  products  of  these  cor- 
porations? Do  you  agree  with  Mr.  Gary,  Mr.  Carnegie,  and  the 
other  apostles  of  that  idea,  and  Mr.  Perkins? 

Mr.  Faerell.  Is  that  a  personal  question  ? 

Mr.  Eeed.  He  wants  your  personal  opinion. 

Mr.  Beau..  I  would  like  to  have  your  personal  opinion  about  it. 

Mr.  Fareell.  I  have  written  it  out.  I  thought  possibly  I  might  be 
asked  the  question. 

I  do  not  suppose  that  my  opinion  on  the  subject  is  of  any  particu- 
lar value.  If  you  prefer  to  confine  this  inquiry  to  the  industry,  I 
shall  endeavor  to  answer  all  the  questions  you  wish  to  put  to  me, 
but  if  you  want  my  ideas  on  this  subject,  I  shall  be  glad  to  give 
them,  although  I  do  not  consider  them  of  value. 

Mr.  Beall.  It  is  an  interesting  question,  Mr.  Farrell,  and  rather  a 
new  one. 
'Mr.  Fareell.  I  am  not  a  'publicist. 

The  Chairman.  We  are  more  anxious  for  your  opinion  on  that 
qaccount.     [Laughter.] 

SUPERVISION   OF   COEPOEATIONS. 

Mr.  Fareell.  I  believe  that  it  is  important  for  the  Government 
to  assume  the  power  of  such  supervision  of  corporations  engaged  in 
interstate  traffic  as  will  result  in  full  and  clear  publicity  of  their 
general  operations,  their  receipts  and  expenditures  and  profits  and 
losses,  in  order  to  protect  investors  and  the  people  generally.  Such 
supervisory  board  could  not  only  be  authorized  to  compel  such  nec- 
essary publicity,  but  empowered  in  the  case  of  any  corporation  not 
presenting  information  as  to  the  details  required  by  the  law  which 
may  be  enacted,  to  investigate  into  the  conduct  of  its  business,  with 
a  view  to  full  exposition  of  its  methods.  Such  publicity  as  I  have 
in  mind  is  along  the  lines  of  the  information  that  has  been  freely 
and  fully  given  out  by  the  United  States  Steel  Corporation  in  its 
annual  reports  and  frequent  statements. 

The  fixing  of  prices  by  Government  authority :  Speaking  entirely 
as  an  individual  and  giving  my  personal  views  without  any  knowl- 
edge of  what  might  be  the  views  of  other  officials  and  directors  of 
the  United  States  Steel  Corporation,  it  would  appear  to  be  abso- 
lutely impracticable  for  the  Government  to  attempt  to  fix  prices  of 
all  commodities,  even  those  manufactured  only  by  the  steel  industry, 
in  view  of  the  hundreds  of  thousands  of  variations  of  shapes,  sizes, 
sections,  gauges,  kinds,  qualities,  etc.  When  it  is  considered  that  it 
requires  a  large  corps  of  experts  in  each  of  the  manufacturing  com- 
panies of  the  United  States  Steel  Corporation  alone  to  determine  the 
costs  of  hundreds  of  thousands  of  articles  or  variations  of  such 
products  as  those  companies  make,  it  can  be  readily  understood  that 
it  would  require  hundreds  of  experts  merely  to  determine  suitable 
prices  for  the  steel  industry  alone,  without  considering  the  thou- 
sands of  other  industries  in  the  United  States,  each  of  which  would 
be  equally  entitled  to  have  prices  fixed  on  their  multitude  of 
prc^ncts. 
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If  the  questions  be  considered  from  the  standpoint  of  fixing  maxi- 
mum prices,  it  would  seem  to  be  equally  impracticable,  for  the  rea- 
sons just  cited,  as  well  as  the  difficulty  of  satisfying  the  many  manu- 
facturers engaged  in  the  same  lines  of  trade,  each  of  whom  have 
different  costs  of  manufacture  to  produce  the  same  or  similar  articles. 
It  would  seem  unnecessary  to  point  out  the  many  other  objections, 
including  the  necessity  of  frequently  altering  the  fixed  prices  to 
accord  with  the  laws  of  supply  and  demand,  the  changeable  costs  of 
manufacture  contingent  on  the  volume  of  production  and  other 
exigencies  of  manufacture.  As  a  natural  corollary  to  the  fixing  of 
either  changeable  or  maximum  prices  would  be  the  inevitable  neces- 
sity of  fixing  maximum  .and  minimum  wages  to  labor,  as  it  is  neces- 
sary, according  to  theorists  and  economists,  that  the  wages  of  labor 
must  be  commensurate  with  the  article  which  it  manufactures  or 
which  it  directly  or  indirectly  consumes. 

Suggested  method  of  insuring  fair  prices:  If  it  should  be  asked, 
however,  granting  the  necessity  of  Government  supervision  of  corpo- 
rations under  Federal  incorporation,  whether  mandatory  or  volun- 
tary, as  in  the  wisdom  of  Congress  might  be  determined,  and  conced- 
ing the  impracticability  of  fixing  prices,  how  a  fair  price  to  consumers 
and  manufacturers  alike  may  be  insured  with  the  object  of  avoiding 
(a)  the  exacting  of  excessive  prices  from  consumers;  (h)  any  possible 
oppression  of  their  competitors  by  manufacturers  with  larger  capital 
or  better  facilities  for  economic  production;  (c)  avoiding  destructive 
competition  whereby  weaker  producers  would  be  driven  out  of  busi- 
ness; (d)  the  impoverishment  of  people  dependent  on  such  industries, 
loss  of  employment,  or  reduction  of  wages — it  is  suggested  as  being 
worthy  of  consideration,  a  law  similar  to  that  which  obtains  in 
Canada — you  are  no  doubt  familiar  with  that  law  in  Canada — and 
which  in  effect  is  the  practice  in  Germany. 

When  it  might  appear  to  the  Government  board  of  superivision, 
either  on  their  own  initiative,  or  from  the  complaint  of  any  consid- 
erable body  of  consumers,  that  prices  in  any  line  of  industry  are 
unreasonably  high,  they  should  be  empowered  to  make  inquiry  into 
the  facts,  to  call  upon  manufacturers  to  disclose  their  profits,  and  to 
determine  and  indicate  to  manufacturers  their  opinion  as  to  the  rea- 
sonableness of  their  price,  subject,  if  necessary,  to  review  by  the 
courts  as  to  any  contention  that  prices  were  confiscatory. 

Likewise,  when,  in  the  opinion  of  any  body  of  manufacturers,  it 
should  appear  necessary,  in  order  to  prevent  destructive  competition, 
the  lowe;ring  of  wages,  the  impairment  of  plants,  throwing  work- 
men out  of  employment,  and  other  similar  evils  through  reduction 
of  prices  to  levels  which  would  not  permit  efficient  plants  to  operate 
at  a  fair  profit,  it  should  be  permissible  for  manufacturers  or  the 
owners  of  plants  to  enter  into  agreement  as  to  such  reasonable  prices 
as  might  be  necessary  to  prevent  such  results.  To  avoid  the  pos- 
sibility of  such  manufacturers  agreeing  on  excessive  prices  there 
would  be  the  remedy  of  the  opportunity  of  appeal  by  consumers  to 
the  Government  board  of  supervision,  and  the  consequent  publicity, 
which  would  act  as  a  restraint  upon  manufacturers  from  fixing  ex- 
cessive prices ;  penalties,  such  as  forfeiture  of  Federal  incorporation 
or  other  suitable  means  of  redress  could  be  enforced,  if  necessary, 
to  dissuade  manufacturers  from  maintaining  prices  adjudged  to  be 
either  excessive  or  ruinously  low. 
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The  foregoing  suggestion  is  not  by  any  means  a  novel  or  original 
one.  It  is  in  effect  that  which  is  permitted  in  Canada,  Germany, 
and  other  foreign  countries,  the  object  of  whose  Governments  is  ap- 
parently to  foster  industries  rather  than  to  tear  them  down.  Such 
Governments  not  only  allow  reasonable  prices  to  be  fixed  by  agree- 
ment, but  require  them  to  be  fixed  for  the  protection  of  manufac- 
turers, consumers,  and  labor  alike. 

Mr.  Beau..  As  I  understand,  your  position  is  that  it  is  not  pos- 
sible for  the  Government  to  step  in  and  go  to  the  extent  of  fixing 
even  a  maximum  price,  for  the  reason  that  you  have  so  clearly  stated  ? 

Mr.  Faerbll.  Would  you  accept  that  brief  as  an  answer  to  your 
question,  Mr.  Beall?  , 

Mr.  Beall.  Yes, 

Then  the  alternative  would  be  the  breaking  down  of  the  laws  as 
ihey  exist  to-day  that  forbid  the  kind  of  agreements  such  as  you  have 
mentioned.  You  would  have  to  repeal  all  the  laws  forbidding  mo- 
nopoly and  restraint  of  trade — the  Sherman  Act  and  everything  like 
that? 

Mr.  Faerell.  Not  necessarily.  I  do  not  believe  in  the  repeal  of 
the  Sherman  Act,  but  I  believe  the  Sherman  Act  should  be  amended 
so  as  to  enable  maniifacturers  to  know  what  they  can  do.  We  do  not 
know  now  what  we  can  do. 

Mr.  Beall.  If  this  theory  that  was  suggested  here  first  by  Judge 
Gary  should  be  put  in  operation,  and  some  governmental  agency 
should  be  required  to  fix  a  maximum  price  as  a  basis  for  its  action, 
it  would  be  necessary  for  that  agency  to  be  fully  advised  as  to  the 
cost  of  any  article,  would  it  not? 

Mr.  Faerell.  Are  you  asking  my  opinion  with  respect  to  the  testi- 
mony that  has  been  given? 

Mr.  Beall.  No,  sir;  I  am  asking  your  opinion  if  a  certain  policy 
should  be  pursued  by  the  Government  that  has  been  suggested  here, 
whether  or  not  it  would  be  necessary  for  that  commission,  or  what- 
ever you  might  term  it,  to  have  accurate,  full,  and  complete  informa- 
tion as  to  the  cost  of  any  and  every  article  the  price  of  which  they 
would  attempt  to  regulate;  and  that  condition  would  bring  about  the 
very  condition  against  which  you  protest  to-day ;  it  would  advise  all 
the  world  of  the  cost  of  any  article  made  by  American  manufacturers  ? 

Mr.  Faerell.  As  I  understand  the  Sherman  law,  it  is  designed  to 
prohibit  monopoly? 

Mr.  Beall.  Yes. 

Mr.  Faeeell.  As  the  Sherman  law  is  designed  to  prohibit  mo- 
nopoly, which  would  inevitably  result  from  destructive  competition, 
driving  the  weaker  competitors  out  of  business,  it  should  be  equally 
clear  that  it  should  permit  such  agreements  among  manufacturers 
as  to  prices  as  would  enable  them  to  avoid  the  destructive  competition 
which  is  impliedly  prohibited. 

Mr.  Beall.  Wlxy  should  manufacturers  be  singled  out  and  be 
given  the  right  to  combine  and  the  right  denied  to  all  other  classes 
of  people?  What  peculiar  sanctity  is  there  about  the  business  of 
manufacturing  that  should  entitle  manufacturers  to  that  exceptional 

Mr.  Faeeell.  I  read  some  time  ago  of  a  meeting  of  governors— 
I  think  it  was  in  Montgomery,  Ala. — with  respect  to  the  price  of 
cotton.    T  do  not  exactly  understand  what  the  subject  matter  of  their 
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conference  was,  but  I  gathered  from  the  newspaper  reports  that 
they  had  convened  for  the  purpose  of  establishing  a  price  on  cotton. 

I  have  also  read  of  the  Burley  tobacco  pool — which,  I  think,  is  in 
Mr.  Stanley's  district — where  they  pooled  their  issues  and  got  their 
tobacco  together  and  hold  it  for  7  cents  a  pound.     Is  that  so? 

Mr.  Beall,.  Yes;  and  they  have  been  prosecuted  by  the  Federal 
Government. 

The  Chaiejian.  We  have  no  Burley  tobacco  in  my  district. 

The  Burley  Tobacco  Society  was  sued,  and  they  received  at  the 
hands  of  a  Federal  judge  the  other  day  the  same  fate  that  the  labor 
organizations  have  all  had,  namely,  that,  being  a  labor  organization, 
they  were  necessarily  a  combination  in  restraint  of  trade. 

Mr.  Fareell.  I  am  not  familiar  with  the  details  of  the  matter. 

The  Chairman.  It  appears  that  any  labor  organization  is  liable  to 
get  its  toe  in  the  crack  if  it  gets  in  the  courts  with  the  Sherman  law 
lacing  it.  I  have  been  hopeful  that,  the  law  being  so  eflScient  in 
reaching  farmers'  organizations  and  labor  organizations,  it  might 
sometime  be  applied  impartially. 

Mr.  Faerell.  There  certainly  should  be  no  distinction. 

Mr.  Beall.  I  call  your  attention  to  one  distinction.  Some  months 
ago  representatives  of  the  tobacco  industry  of  Kentucky  came  here 
and  sought  a  conference  for  the  purpose  of  finding  out  the  views  of  a 
certain  agency  of  the  Government  as  to  whether  or  not  a  certain 
course  of  procedure  would  or  would  not  be  in  violation  of  the  law. 
They  were  told  that  it  was  not  the  province  of  the  executive  depart- 
ment of  the  Government  to  advise  them  as  to  whether,  in  doing  a 
certain  thing,  they  would  or  would  not  violate  the  law. 

Mr.  Farrell.  They  are  not  the  only  people  that  have  been  told 
that. 

Mr.  Beall.  It  is  quite  different  from  the  attitude  of  a  certain 
department  of  the  Government  toward  certain  other  gentlemen  who 
came  and  sought  information  upon  that  point. 

Mr.  Faerell.  Not  in  our  industry. 

Mr.  Beall.  When  the  Tennessee  Coal  &  Iron  Corporation  was 
transferred  there  was  some  sort  of  assurance  given. 

Mr.  Young.  I  think  that  is  hardly  a  fair  statement,  Brother  Beall. 
The  statement  was  that  nothing  could  be  said  which  would  change 
the  law  or  change  the  attitude  of  this  corporation. 

Mr.  Beai.l.  But  that,  so  far  as  a  certain  individual  was  concerned, 
he  saw  no  objections  to  it. 

Mr.  Young.  That  he  saw  no  reason  why  he  should  take  any  action. 
He  has  gone,  and  another  has  come. 

Mr.  Baetlett.  And  may  he  stay  gone.     [Laughter.] 

I  want  to  ask  the  witness  some  questions. 

Mr.  Farrell.  Are  you  likely  to  require  me  here  to-morrow,  Mr. 
Chairman  ? 

The  Chairman.  It  is  hard  to  tell.  I  do  not  wish  to  curtail  the 
questions  of  any  member  of  the  committee,  and  I  wish  to  ask  you 
about  the  rest  of  these  subpoenas. 

Mr.  Faerell.  I  am  perfectly  willing  to  remain  here  until  to-mor- 
row, but  I  have  a  very  important  matter  that  I  should  have  attended 
to  earlier  to-day,  if  you  could  excuse  me  now. 

The  Chairman.  If  that  is  the  case,  I  would  suggest  that  we  have 
Mr.  Gray  here  and  other  witnesses ;  and  if  it  suits  your  convenience, 
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we  will  be  delighted  to  accommodate  you  and  let  you  come  again  in 
the  morning. 

Before  you  go 

Mr.  Baetlett.  I  do  not  think  I  shall  be  with  the  committee 
to-morrow. 

The  Chairman.  Then  go  ahead  with  your  questions,  Mr.  Bartlett. 

Mr.  Baetlett.  No;  I  am  through. 

The  Chaieman.  I  did  not  mean  to  interrupt  Judge  Bartlett's 
question,  Mr.  Farrell,  but  I  wish  to  have  it  understood  about  this 
subpcRna  for  the  maximum  and  minimum  production  costs  of  the 
products  of  the  subsidiary  companies  of  the  United  States  Steel 
Corporation. 

It  is  understood  that  those  cost  sheets  will  be  turned  over  to  Mr. 
MacRae,  and,  of  course,  the  committee  will  use  its  discretion  in  mak- 
ing use  of  them. 

Mr.  Reed.  Since  the  receipt  of  Mr.  Farrell's  subpoena  we  have  been 
unable  to  run  through  the  large  number  of  cost  sheets  and  pick  out 
and  condense  those  showing  the  maximum  and  minimum  costs  for 
individual  plants.  It  is  a  large  task  to  do  this  and  submit  the  data 
in  the  same  general  form  in  which  the  average  costs  have  been  sub- 
mitted. We  will  furnish  the  information  as  rapidly  as  we  can  do 
the  work. 

I  have  no  doubt  that  when  Mr.  MacRae  comes  a  large  part  of  that 
work  will  have  been  done. 

That  applies  only  to  the  northern  furnaces.  As  far  as  the  southern 
furnaces  are  concemedj  there  can  be  no  maximum  and  minimum, 
because  there  is  only  one  plant. 

You  have  asked  Mr.  Farrell  to  produce  the  production  costs  for 
various  individual  plants. 

With  a  great  deal  of  work  we  have  managed  to  get  the  production 
costs  of  four  out  of  six  plants  you  mentioned.  The  other  two  will 
be  ready  within  the  week.  The  failure  to  have  them  all  ready  is 
due  to  lack  of  time.    Mr.  MacRae  will  get  all  of  those  in  due  order. 

The  Chairman.  What  I  am  speaking  about  now  is  the  original 
cost  sheets.    They  will  be  submitted  to  Mr.  MacRae. 

Mr.  Reed.  Whenever  he  needs  them  to  verify  these  condensations 
that  we  have  made. 

The  Chairman.  If  he  chooses  to  make  copies  from  them,  he  will 
be  at  liberty  to  do  it? 

Mr.  Reed.  I  would  advise  him  to  take  a  great  many  clerks  with 
him  if  he  undertakes  that. 

The  Chairman.  I  do  not  think  it  will  be  necessary,  but  I  want 
them  turned  over  to  him,  to  use  as  he  thinks  best. 

Mr.  Reed.  If  he  thinks  best,  and  the  committee  thinks  best,  that 
wiU  have  to  be  done.    We  think  we  have  saved  him  all  that  work. 

Turning  them  over  to  Mr.  MacRae  does  not  mean  publication  at 
his  discretion,  but  only  after  the  committee  has  had  an  opportunity 
to  determine  the  question? 

The  Chairman.  Any  statement  made  by  Mr.  MacRae  is  only 
made  to  members  of  the  committee. 

Whereupon,  at  5  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Tuesday,  January  23,  1912,  at  10.30  o'clock  a.  ni. 
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The  committee  this  day  met.  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chatejiax.  The  committee  will  resume  its  session,  ilr.  Far- 
reU,  will  you  please  take  the  stand. 

STATEMENT  OF  J.  A.  FAEREU^-Resumed. 

The  CHAHtMAX.  I  wish  to  return  to  this  subpoena  duces  tecum  and 
get  through  with  it. 

The  next  item  I  want  to  call  to  your  attention,  ilr.  Farrell  and  Mr. 
Eeed,  is: 

Statement  showing  distribution  of  the  bonus  funds  between  wage 
earners  and  those  employees  receiving  salaries. 

Mr.  Ejeed.  ilr.  Chairman,  perhaps  Mr.  FarreU  had  better  answer, 
but  my  information  is  that  no  data  has  ever  been  compiled  to  show 
that— that  there  is  nothing  in  the  office  of  the  company  to  show  it. 
and  it  would  take  weeks  to  get  it  together. 

There  is  no  objection  at  all  to  giring  the  general  information,  and 
Mr.  Farrell  can,  no  doubt,  give  you  orally  the  substance  of  what  such 
a  statement  would  show. 

Mr.  Farrell  was  subpoenaed  to  produce  data  showing  the  distribu- 
tion of  the  bonus  fund,  as  it  is  called  here,  between  wage  earners 
and  those  employees  receiving  salaries. 

ilr.  Babtlett.  There  is  a  general  statement  in  some  of  these  re- 
ports of  the  Steel  Co.,  and  Judge  Gary  and  somebody  else  testified 
about  the  plan. 

Mr.  Kezd.  The  plan  is  in  evidence  in  the  minutes  of  the  corporation 
and  in  other  ways,  but  the  distribution,  the  exact  amount  paid  wage 
earners  and  salary  earners,  has  not  been  given,  and  we  could  not 
possibly  have  compiled  it  for  the  committee  in  time  to  have  it  here 
to-day.  Mr.  Farrell,  however,  can  orally  give  the  substance  of  what 
such  a  statement  would  show. 

The  Chairman.  Very  well.  Mr.  Farrell. 

Mr.  Fabbkll.  Everj^  year  the  finance  committee  of  the  United 
States  Steel  Corporation  authorize  the  setting  aside  of  a  certain 
amount  of  money  to  be  allotted  to  employees  as  rewards.  TVe  do  not 
call  it  a  bonus.  "We  call  it  a  reward  for  efficiency,  in  metallurgical 
research,  inventions,  and  so  forth. 
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Last  year  the  total  amount  was  $1,450,000.  That  money  is  dis- 
tributed over  something  like  30  companies. 

Mr.  Bartlett.  You  spoke  about  the  distribution  of  the  money. 
Is  that  a  different  arrangement  than  if  you  would  permit  them  to 
buy  stock? 

Mr.  Faeeell.  We  do  not  make  them  buy  stock. 

Mr.  Bartlett.  Permit  them,  I  said. 

Mr.  Faekell.  I  beg  pardon.  It  is  entirely  different  from  the 
stock-subscription  plan.  The  stock-subscription  plan  is  a  voluntary 
plan.  There  is  a  certain  amount  of  stock  allotted  every  year,  and  it 
is  always  oversubscribed  by  the  employees.  In  several  years  there  has 
not  been  sufficient  allotted. 

Mr.  Baetlett.  That  is,  you  are  speaking  about 

Mr.  Fareell.  The  fund  that  is  set  aside  every  year  to  be  paid  to 
a  large  number  of  employees — perhaps  4,000  employees — as  a  reward 
for  efficient  work. 

Mr.  Bartlett.  A  sort  of  a  yearly  Christmas  present? 

Mr.  Faeeell.  No,  indeed.  There  are  various  objects  for  which  it 
is  given— principally,  for  instance,  in  the  development  of  labor- 
saving  devices,  the  development  of  mechanical  invention,  methods  of 
utilizing  by-products  or  waste  products.  There  are  innumerable 
causes  for  which  it  is  given. 

The  Chaieman.  You  know  what  this  bonus  fund  or  reward  is 
for — you  know  to  whom  it  is  paid  ? 

Mr.  Faeeell.  The  money  is  allotted  to  the  different  subsidiary 
companies,  and  the  president  or  the  board  of  directors  of  those  com- 
panies  

The  Chaie:man.  Could  you  not  tell  me,  generally,  whether  it 
is  the  day  laborer  or  the  salaried  man  who  is  the  beneficiary  of  that 
fund  ?    Who,  to  the  greater  extent,  is  the  beneficiary  of  that  fund  ? 

Mr.  Farrell.  I  should  say  it  goes  largely  to  the  workmen  and  the 
foremen  and  what  we  would  call  not  necessarily  the  ordinary  em- 
ployees, but  employees.  For  example,  at  our  Lorain  works  we  have 
at  the  entrance  to  the  mill  a  question  box,  and  every  man  working 
in  that  plant  who  has  an  idea  or  who  has  any  criticism  or  any  sug- 
gestion to  make  can  place  his  question  or  his  criticism  or  suggestion 
m  this  box,  and  it  comes  to  the  attention  of  the  management  there. 

There  was  a  prize  of  $500  paid  to  a  workman — a  car  pusher — for 
a  design  of  a  bar  for  pushing  a  car  along  the  trestle  or  coal  hoist. 
This  money  is  paid  for  multifarious  ideas. 

The  Chairsian.  This  money  is  paid  for  extraordinary  service? 

Mr.  Farrell.  It  is  a  reward  for  effort.  When  we  went  to  school 
we  were  given  a  merit  or  something  of  that  kind  for  having  accom- 
plished something.    The  same  principle  is  applied  to  our  business. 

Mr.  Bartlett.  It  is  an  incentive  to  increased  effort  on  the  part  of 
the  employees? 

Mr.  Farrell.  Not  necessarily  increased  effort.  Perhaps  a  man 
might  have  an  idea,  and  he  would  not  bring  it  forward.  There  are 
a  good  many  people  in  this  world  to-day  carrying  things  around  in 
their  head,  and  the  public  and  the  world  never  get  the  benefit  of 
them. 

Mr.  Bartlett.  Still,  it  is  more  of  an  incentive  than  if  you  did  not 
have  it  ? 

jNIr.  Faeeell.  Oh.  yes. 
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The  Chairman.  You  keep  some  record  of  the  persons  to  whom 
this  money  is  paid  ? 

Mr.  Farrell.  The  subsidiary  companies  would  have  those  records. 
For  example,  at  the  close  of  the  season  of  navigation  on  the  Great 
Lakes  there  are  rewards  given  to  the  men  for  having  accomplished 
certain  things  during  the  season  of  navigation. 
Mr.  Eeed.  Certain  things  of  what  kind^  Mr.  Farrell  ? 
Mr.  Farrell.  For  example,  three  of  our  vessels'  crews  saved  lives; 
one  captain  and  crew  saved  the  lives  of  13  people  who  were  on  a  ves- 
sel that  was  sinking  in  the  lake  in  a  storm;  and  it  was  not  only 
heroic  and  humanitarian  work,  but  they  took  a  great  risk.  There 
were  three  instances  like  that. 

The  Chairman.  That  was  just  a  bonus  given  in  acknowledgment  of 
heroism,  like  the  Carnegie  hero  medal  *  You  have  no  sum  set  aside 
for  hero  medals,  have  you,  in  this  business  ? 

Mr.  Farrell.  No;  we  have  not  any  hero  medal  business  in  ours 
at  all. 
The  Chairman.  I  would  think  not. 

Mr.  Farrell.  But  we  do  reward  men  for  meritorious  work  of  all 
kinds. 

The  Chairman.  As  I  understand  it— and  I  have  not  carefully 
analyzed  this  plan,  much  as  I  intended  to — you  have,  for  instance,  a 
certain  amoimt  of  stock,  we  will  say,  that  is  distributed  among  your 
employees,  and  they  are  allowed  to  subscribe  for  it  and  to  pay  for 
it  along? 
Mr.  Farrell.  Yes. 

The  Chairman.  Suppose  a  man  drops  out;  what  becomes  of  his 
stock?     Suppose  he  ceases  to  pay  or  is  discharged  from  the  mill? 
Mr.  Farrell.  He  gets  his  monev  back. 
The  Chairman.  He  gets  back  the  amount  he  has  paid  in? 
Mr.  Farrell.  Absolutely. 

The  Chairman.  Have  you  not  some  arrangement  by  which 

Mr.  Eeed.  He  gets  back  the  amount  he  has  paid  and  interest,  Mr. 
Chairman. 
Mr.  Farrell.  And  interest,  of  course.  That  goes  without  saying. 
The  Chairman.  Suppose  a  certain  number  of  men  go  in  and  take 
up  stock,  or  become  eligible  to  purchase  this  stock,  and  they  become 
incompetent  or  you  find  them  disloyal,  or  they  drop  out,  is  there 
some  arrangement  by  which  the  successors  are  substituted  to  their 
rights  ? 

Mr.  Farrell.  Each  employee  who  subscribes  to  stocks  gets  a  bonus 
of  $5  a  year  on  his  stock. 

If  a  man  leaves  our  employment,  and  he  has  paid  for  his  stock, 
or  partly  paid  for  it,  he  gets  his  money  back,  with  interest ;  but  the 
$5  Donus  that  he  would  have  been  entitled  to  is  spread  over  the 
40,000  other  employees  who  are  stock  subscribers,  and  at  the  end  of 
the  period  of  time  they  get  what  is  equivalent  to  an  extra  dividend. 
At  the  end  of  each  year,  while  an  employee  continues  his  subscrip- 
tion and  remains  in  the  service,  he  is  credited  $5  as  soon  as  he  has 
fully  paid  up  the  subscription  (always  within  three  years),  the 
stock  is  delivered  to  him.  Thereafter  during  the  five-year  cycle  he 
is  paid  in  cash  $5  annually  so  long  as  he  continues  to  hold  the  stock. 
At  the  end  of  the  five-year  period  he  receives,  if  he  still  has  held  his 
stock,  a  pro  rata  payment  from  the  fund  arising  froro  forfeitures— 


2706  UNITED   STATES   STEEL   COKPOEATION. 

that  is,  the  fund  accruing  from  the  $5  per  share  sums  that  would 
otherwise  have  been  paid  to  subscribing  employees  who  canceled 
their  subscriptions  or  who  sold  their  stock  after  fully  paying  for  it. 

The  Chairman.  The  survivors  get  that? 

Mr.  Fakrell.  Yes. 

The  Chairman.  It  is  a  kind  of  a  tontine  arrangement? 

Mr.  Farrell.  I  am  not  familiar  with  the  insurance  business,  Mr. 
Chairman,  and  I  could  not  tell  you  as  to  that. 

Mr.  Bartlett.  That  is  a  delusive  thing,  anyhow — that  tontine  ar- 
rangement.   I  have  had  personal  experience  about  that. 

The  Chairman.  What  I  want  to  get  at  is  something  that  I  can 
not  get  from  the  published  statements  definitely,  and  that  is  whether 
this  bonus  and  this  gratuity,  or  this  manna,  that  is  thrown  out  from 
the  hands  of  the  Steel  Corporation,  is  eaten  by  the  high-class  employee 
or  whether  a  portion  of  it,  and  if  so,  what  portion,  is  secured  by 
the  day  laborer.  It  may  be  just  idle  curiosity  on  my  part,  but  I 
want  to  Icnow  whether  this  bonus  is  a  reward  to  the  man  higher  up, 
to  the  high-salaried  clerk,  to  the  foreman  for  his  efficiency  and  his 
loyalty  and  his  vigilance,  or  whether  it  goes  to  the  fellow  that 
gets  $1  or  $2  a  day,  and  how.  many  of  that  class  share  it.  It  looks 
as  if  there  should  be  some  record  to  show  that. 

Mr.  Farrell.  It  goes  to  everybody  meriting  it.  For  instance,  we 
had  a  man  on  one  of  our  railroads  that  invented  a  device 

Mr.  Bartlett.  What  did  he  do?    What  was  his  work? 

Mr.  Farrell.  This  man  was  a  brakeman.  He  invented  a  dumping 
mechanism  on  a  car  which  made  it  safer  to  dump  the  car,  minimizing 
the  chance  of  personal  injury,  and  that  man  received  a  bonus,  or  re- 
ward, as  we  call  it. 

The  Chairman.  That  is  not  a  part  of  this  fixed  sum — ^that  is  an 
arbitrary  thing,  is  it  not 

Mr.  Farrell.  It  is  not  a  part  of  the  stock-subscription  plan. 

Mr.  Reed.  You  are  not  answering  the  chairman's  question,  Mr. 
Farrell. 

The  Chairman.  He  gives  me  specific  instances. 

Mr.  Reed.  You  say  that  is  not  a  part  of  this  sum,  and  Mr.  Farrell 
says  it  is  not  a  part  of  the  stock-subscription  plan.  I  do  not  think 
you  heard  the  chairman's  question,  Mr.  Farrell.  You  started  to 
answer  before  he  finished  the  question.  The  record  will  not  appear 
straight  if  you  do  not  correct  that. 

The  Chairman.  You  have  a  stock  subscription  and  you  permit 
your  employees  to  subscribe  for  a  certain  amount  of  stock,  which 
5'ou  sell  to  them  on  time  at  somewhat  more  liberal  terms  than  the 
terms  on  which  you  sell  to  outsiders.    That  is  one  thing. 

Then  I  understand  there  is  a  bonus  fund — a  welfare  plan — by 
which  men  are  paid  additional  wages,  not  for  discoveries  nor  for 
rescuing  people  out  of  the  lake,  or  perfecting  electrical  apparatus,  or 
some  patent  or  chemical  formula,  or  anything  of  that  kind.  As  I 
understand,  all  these  concerns — the  Republic  Iron  &  Steel  Co.  and  all 
the  rest  of  them — ^have  their  laboratories  and  the  like  of  that,  and  if 
a  man  is  skilled  in  machinery  and  patents  something  it  is  the  custom 
not  to  patent  it  as  against  his  employers ;  they  have  a  shop  right  in 
it ;  and,  on  the  other  hand,  it  is  customary  for  the  employer,  in  con- 
sideration of  permitting  the  corporation  to  use  this  thing  that  he 
could  patent,  or  does  patent,  to  make  him  a  reward  in  some  way. 
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Those  things  are  the  reward  of  genius  "or  of  daring,  and  neither 

genius  nor  daring  are  expected— I  mean,  that  is  not  the  thing  that 

you  find  in  40,000  employees.    That  is  here  and  there.    You  might 

otter  a  reward  for  the  best  poem,  but  you  do  not  expect  vour  em- 

iZT^  *^  ^®  P°^*®  ^^  skilled  swimmers  or  chemists. 

What  I  am  trying  to  get  at  is  what  this  broadly  distributed  bonus 
that  goes  to  each  man  who  does  extra  work  or  does  his  work  extra 
well  IS  distributed  for;  how  the  man  gets  it,  when  he  gets  it.  and 
who  gets  it. 

Mr.  Eeed.  Let  me  call  attention  to  a  misunderstandins  between 
Mr.  Farrell  and  the  chairman. 

There  are  two  funds.  Every  employee,  whether  he  be  a  wage 
earner  at  $1.75  a  day  or  a  high  official,  who  subscribes  for  stock 
under  this  subscription  plan— and  I  might  mention,  parenthetically, 
that  the  high  officials  are  limited  to  a  very  few  shares — gets,  in  addi- 
tion to  the  reg-ular  dividends  on  his  preferred  stock,  a  special  addi- 
tional dividend  of  $5  per  share  each.  Really  he  receives  $12  in  divi-- 
dends  each  year  on  his  preferred  stock. 

Mr.  Beall.  Instead  of  7  per  cent? 

Mr.  Reed.  Instead  of  7  per  Cent. 

That  is  one  fund  and  everybody  shares  in  that  who  is  continuously 
in  the  service  and  who  subscribes  for  stock. 

The  Chairman.  Not  to  interrupt  you,  Mr.  Reed;  I  understand 
from  this  plan  that  you  limit  the  amount  of  this  preferred  stock  that 
shall  be  sold  to  a  man  earning  $20,000  a  year,  to  a  man  earning 
$10,000,  to  a  man  earning  $6,000  a  year,  and  to  a  man  earning  $800 
a  year;  and  you  distribute  that  in  proportion  to  their  earning  ca- 
pacity ? 

Mr.  Reed.  Xo;  let  me  correct  you,  Mr.  Chairman;  not  in  propor- 
tion to  their  earning  capacity.  As  their  salary  increases,  the  amount 
that  thev  can  subscribe  for  diminishes. 

The  CJhaibman.  I  mean  inversely  in  proportion  to  their  wages  or 
their  salaries. 

Mr.  Reed.  I  doubt  if  that  is  exactly  a  mathematically  correct 
statement,  Mr.  Chairman. 

The  Chairman.  The  details  of  it  I  care  nothing  about.  You  dis- 
tribute it  on  a  scale  that  is  based  on  the  salaries  paid? 

Mr.  Reed.  Yep.    That  is  one  fund. 

The  Chairman.  That  is  one  fund.  Let  us  take  that  fund ;  do  you 
know  how  much  of  that  fund  is  now  held  by  men  who  earn  salaries  ? 
You  can  surely  tell  how  much  of  that  goes  to  the  men  that  earn 
wages,  and  how  much  of  the  stock  is  now  held  by  the  men  that  earn 
salaries. 

Mr.  Reed.  As  to  that  point,  we  can  enlighten  you. 

The  Chairman.  That  is  what  I  want  to  know. 

Mr.  Farrell.  You  understand,  Mr.  Chairman,  that  every  work- 
man has  a  right  to  subscribe  to  the  stock. 

The  Chairman.  I  understand  that. 

Mr.  Reed.  In  1910,  the  last  year  for  which  statistics  are  available, 
there  were  5,923  men  receiving  under  $800  a  year  who  subscribed  for 
stock.  There  were  10,344  men  receiving  between  $800  and  $2,500  a 
year  who  subscribed  for  stock. 
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Mr.  Beall.  Who  had  subscribed  for  stock  for  that  year,  or  does 
that  represent  the  total  number  of  stockholders  up  to  the  end  of  that 
year? 

Mr.  Reed.  Thank  you  for  making  that  clear.  That  represents  the 
number  who  subscribed  in  that  year  and  does  not  include  the  sub- 
scribers during  the  previous  eight  years. 

Mr.  Gardner.  Supposing  a  man  had  subscribed  to  10  shares  in  the 
previous  eight  years  and  then  took  10  shares  more  in  that  year.  He 
would  be  included  ? 

Mr.  Eeed.  He  would  be  included  as  one  of  the  subscribers  of  1910. 

Mr.  Gardner.  I  was  just  trying  to  get  the  record  straight.  I  had 
understood  so  from  what  I  had  read. 

Mr.  Reed.  Of  men  receiving  more  than  $2,500  a  year  there  were 
1,096  subscriptions. 

The  Chairman.  How  is  that,  Mr.  Reed  ? 

Mr.  Reed.  One  thousand  and  ninety-six  men  who  received  more 
•  than  $2,500  a  year  subscribed  for  stock  in  1910  under  this  plan. 

The  Chairman.  Can  you  tell  me  the  total  amount  of  stock  held 
by  men  in  the  $800  class,  the  total  amount  in  the  $2,000  class,  and  in 
the  $10,000  class,  and  so  on,  in  those  various  classifications  you  have 
given?  You  have  given  the  number  who  subscribed  for  stock,  but 
not  the  amount  of  stock  for  which  they  subscribed. 

Mr.  Reed.  I  can  give  you  that,  too. 

The  number  of  shares  taken  by  employees  receiving  less  than  $800 
in  their  subscriptions  that  year  was  5,923 ;  1  share  apiece. 

The  number  of  shares  taken  by  those  receiving  between  $800  and 
$2,500  a  year  was  14,122  shares. 

The  number  taken  by  those  receiving  more  than  $2,500  a  year  was — 
a  little  hasty  mathematics — 4,535  shares. 

The  Chairman.  Four  thousand  five  hundred  and  thirty-five  shares  ? 

Mr.  Reed.  Yes. 

The  Chairman.  Will  you  just  tabulate  that  statement  and  let  it 
go  into  the  record? 

Mr.  Reed.  Yes. 

The  statement  is  as  follows : 

Statement  of  number  of  employees  of  United  States  Steel  Corporation  subscrib- 
ing for  stock  in  that  corpordtion  in  the  year  1910,  and  the  number  of  shares 
subscribed  for  by  them. 

Subscribers  whose  pay  ip  under  $800  per  aunuru 5,  923 

Subscribers  whose  pay  is  between  $800  per  annum  anji  $2,500  per  annum-  Id,  344 
Subscribers  whose  pay  is  over  $2,500  per  annum 1, 096 

17,368 

Number  of  shares  taken  by  subscribers  receiving  less  than  $800  per  an- 
num (all  preferred  stock) 5,923 

Number  taken  by  those  receiving  between  $800  and  $2,500  (all  preferred 
stock)  . ■ 14, 122 

Number  taken  by  those  receiving  over  $2,500  (all  preferred  stock) 4,535 


24,580 
The  Chairman.  Is  that  statement  a  fairly  representative  state- 
ment of  the  years  ? 

Mr.  Reed.  As  to  the  proportions? 
The  Chairman.  Yes. 
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Mr.  Reed.  They  are  fairly  representative. 
^The  total  amount  of  stock  subscribed  was  something  less  than  in 
P^^^nd  1908.    It  depends  a  good  deal  on  the  prosperity  of  the  year. 

The  Chairman.  An  employee  subscribes  for  this  stock;  he  is  paid 
on  his  stock,  you  say,  12  per  cent,  instead  of  7  per  cent;  there  is  a  $5 
bonus  on  a  share;  when  that  employee  drops  out  he  gets  back  the 
actual  cash  he  paid  into  the  company? 

Mr.  Eeed.  Plus  interest. 

The  Ch.\irman.  Plus  interest;  yes. 

Mr.  Reed.  Provided  he  drops  out  before  his  subscription  is  com- 
pleted. 

The  Chairman.  You  do  not  pay  him  the  12  per  cent  and  the  in- 
terest, too? 

Mr.  Reed.  No;  but  when  his  subscription  is  completed,  he  get  his 
stock  certificate,  just  as  any  other  stockholder  does,  and,  of  course, 
the  corporation's  control  over  his  stock  ceases. 
The  Chairman.  When  it  is  paid  for?     , 
Mr.  Reed.  When  it  is  paid  for ;  yes. 
The  Chairmjvn.  I  see. 

There  is  some  arrangement  there  by  which  the  survivors  receive  a 
proportion  of  the  money  that  would  have  gone  to  the  fellow  that 
dropped,  is  there  not  ? 
Mr.  Reed.  Yes. 

The  Chairman.  How  does  that  operate  ? 

Mr.  Reed.  One  who  drops  out  while  his  subscription  is  uncom- 
pleted forfeits  this  accumulated  $5  a  year  that  has  been  accruing  on 
his  stock.  That  drops  back  into  the  fund  which  is  paid  to  all  of  the 
employees  of  that  particular  class.  In  that  sense,  there  is  a  certain 
survivorship ;  but  only  in  that  sense. 

The  Chairman.  Say  half  of  them  drop  out.  Do  the  other  half, 
instead  of  getting  a  $5  bonus,  get  a  $10  bonus  ? 

Mr.  Reed.  I  think  that  is  so ;  but  I  have  not  any  positive  informa- 
tion.    I  think  it  is  prorated  among  the  survivors.     So  I  am  told. 

The  Chairman.  This  $5  bonus  is  not  paid  at  the  end  of  each  year, 
but  it  is  credited  on  the  books.     Is  that  correct  ? 
Mr.  Reed.  It  is  credited  on  the  subscription  at  the  end  of  each  year. 
The  Chairman.  And  it  is  not  paid  to  them  ? 
Mr.  Reed.  No. 

The  Chairman.  Until  the  total  stock  is  paid  for.  They  are  al- 
lowed this  $5  as  a  credit,  and  whenever  the  money  that  the  man  pays 
on  his  stock,  plus  this  bonus,  equals  the  face  value  of  the  stock,  you 
turn  the  stock  over  to  him  like  anybody  else  who  has  bought  a  share 
•f  stock  ? 

Mr.  Reed.  That  is  quite  correct,  Mr.  Chairman,  except  in  one  re- 
spect. The  price  of  the  stock  is  not  the  face  value.  It  is  usually  an 
arbitrary  price,  something  less  than  the  market  value. 

The   Chairman.  Whenever  he  pays  the  amount  for  which  you 
agree  to  sell  him  the  stock  ? 
Mr.  Reed.  Precisely. 

The  Chairman.  I  was  going' to  ask  you  or  Mr.  Farrell  this:  If 
you  discharge  a  man  for  any  reason — suppose  he  does  not  quit,  but 
he  is  not  loyal  or  is.  riot  competent,  and  you  discharge  him — what 
becomes  of  that  accumulated  bonus? 
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]Mr.  Eeed.  The  same  result  follows  as  if  he  withdraws  Yoliintarily. 
That  is  one  fund. 

The  Chaiemak.  So  that  this  amount,  say-for  10  or  12  shares  for 
each  man,  causes  a  large  amount  of  money  to  be  hung  up  that  way. 
and  this  amount  becomes,  in  a  way,  a  hostage  for  his  efficiency  and 
loyalty  ? 

Mr.  Reed.  As  an  employee  receiving  under  $800  is  allowed  to  sub- 
scribe for  one  share  of  stock 

The  Chairman.  Is  an  employee  receiving  less  than  $800  only 
allowed  to  subscribe  for  one  share  of  stock  during  his  25  years  of 
service  ? 

Mr.  Reed.  No  ;  one  share  each  year. 

The  Chaiesian.  Then  he  might  have  25  shares  at  the  end  of  '25 
years;  one  share  for  each  year? 

Mr.  Reed.  But  23  of  them  would  be  fully  paid  for. 

The  Chairman.  I  see. 

Mr.  Reed.  He  would  have  two  or  three,  at  the  outside. 

The  Chairman.  Does  he  have  to  pay  for  the  share  in  one  year,  if 
he  subscribes  in  one  year? 

Mr.  Reed.  It  usually  takes  about  three  years,  dependent  upon  the 
price. 

The  Chairman.  Can  he  not  take  five  years  to  pay  for  it  ? 

Mr.  Reed.  I  am  told  that  three  years  is  the  limit. 

Mr.  Gardner.  What  is  the  biggest  hostage  you  ever  had  ? 

Mr.  Reed.  I  do  not  know ;  but  it  is  not  very  big,  Mr.  Gardner. 

May  I  finish  my  statement,  Mr.  Chairman? 

The  Chairman.  Certainly. 

Mr.  Reed.  That  is  part  or  this  distribution  of  profits  to  employees. 
There  is  the  other  part,  the  reward  fund,  of  which  Mr.  Farrell  was 
speaking;  and  I  think  that  one  of  his  answers,  where  I  interrupted 
him,  was  not  responsive  to  your  question. 

You  asked  whether  these  special  rewards  for  extraordinary  ability 
were  paid  out  of  what  you  called  the  bonus  fund,  or  the  reward 
fund,  and  he  answered  that  it  was  not  a  part  of  the  stock-subscription 
plan. 

All  of  those  rewards  are  paid  out  of  that  fund.  Last  year  it  was 
about  $1,400,000;  and  all  rewards  for  extraordinary  ability  that  are 
paid  from  the  corporation  come  from  that  fund,  do  they  not,  Mr. 
Farrell? 

Mr.  Farrell.  Yes. 

Mr.  Reed.  Practically  all? 

The  Chairman.  That  is  the  same  fund  from  which  this  $5  bonus 
is  paid? 

Mr.  Reed.  No ;  the  $5  on  the  stock  has  nothing  to  do  with  it. 

The  Chairman.  That  is  a  bonus  or  reward  fund ;  a  separate  and 
distinct  fund? 

Mr.  Reed.  Yes.  That  is  a  fund  appropriated  by  the  directors  at 
the  close  of  the  year,  to  be  distributed  among  the  subsidiary  com- 
panies, and  by  them  distributed  to  the  most  meritorious  among  their 
men. 

The  Ciiairjian.  Just  as  a  prize? 

Mr.  Reed.  As  a  prize  or  reward. 

The  Chairman.  For  any  extraordinary  service? 

^Iv.  Reed.  For  anv  extraordinarv  service. 
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The  Chairman.  Have  you  any  other  fund  besides  those  two? 
Mr.  Reed.  Of  course,  it  is  already  in  evidence  that  we  have  the 

fjension  fund  for  old  emploA^ees,  and  we  have  the  work  accident  re- 
lef  fund. 

The  Chaibman.  Those  are  constituted  in  the  same  way  ? 

Mr.  Eeed.  They  have  been  explained  already. 

The  Chairman.  If  the  men  remain  in  the  service  they  get  it,  and 
if  they  do  not,  they  do  not. 

Mr.  YotTNG.  The  Carnegie  fund  applies  to  the  men  also  ? 

Mr.  Reed.  That  has  been  consolidated  with  a  fund  of  twice  its 
size  appropriated  by  the  corporation.  They  have  $12,000,000  now— 
I  believe  that  is  the  amount — for  pensions  "to  aged  employees.  And 
those  pensions,  to  correct  the  chairman,  if  I  may,  are  paid  regardless 
of  whether  or  not  the  man  is  in  the  service  of  the  corporation ;  be- 
cause, usually,  he  is  too  old  to  be  in  the  service. 

The  Chairman.  I  meant  the  pension  is  paid  to  the  man  only  in 
the  event  that  at  the  time  he  is  pensioned  he  is  an  employee  of  the 
concern.  I  did  not  express  myself  as  accurately  as  I  might  have 
done. 

Mr.  Reed.  Oh,  yes. 

And  the  work  accident  relief  is  paid  regardless  of  where  he  works. 

Mr.  Farrell.  Those  are  voluntary  funds.  The  men  do  not  con- 
tribute to  those  funds. 

Mr.  Reed.  The  men  do  not  contribute  to  any  of  those  funds. 

Mr.  Bartlett.  It  is  not  taken  out  of  their  money  ? 

Mr.  Reed.  There  is  no  -assessment  for  any  of  the  four  funds  I  have 
mentioned. 

The  Chairman.  I  asked  for  a  letter  from  Mr.  Gayley,  read  at  the 
meeting  of  the  finance  committee  of  the  United  States  Steel  Cor- 
poration November  10,  1893,  showing  average  cost  of  carrying  ore 
by  the  Pittsburg  Steamship  Co.,  Mitchell  Fleet,  and  Wilson  Fleet. 

Mr.  Faerell.  We  have  that  letter,  Mr.  Chairman. 

Mr.  Reed.  We  might  as  well  produce  that  here. 

The  Chairman.  Yes.  We  will  just  turn  that  over  to  Mr.  MacRae 
when  he  comes. 

Mr.  Reed.  The  rest  of  these  papers  we  will  have  in  New  York  for 
Mr.  MacRae.  They  are  too  bulky  for  you  to  go  through  now,  Mr. 
Chairman. 

The  Chairman.  I  have  a  request  here,  Mr.  Reed,  for  furnishing 
tonnage  of  ore,  coal,  and  other  properties  carried  between  ports  upon 
the  Great  Lakes  for  the  past  five  years,  separating  the  tonnage  of 
ore,  coal,  and  other  commodities. 

Mr.  Reed.  Mr.  Chairman,  that  request  we  did  not  understand.  If 
it  means  what  it  says  literally,  we  have  not  either  the  data  or  the 
means  of  obtaining  it.  If  it  means  only  the  tonnage  transported  by 
the  Steel  Corporation  or  the  tonnage  owned  by  the  Steel  Corporation 
and  transported  by  itself  and  other  persons,  we  can  get  the  figures 
for  ore  without  difficulty,  and  after  a  little  while  we  can  get  the 
figures  on  coal. 

The  Chairman.  I  presume  that  is  the  intention. 

Mr.  Reed.  As  to  other  commodities,  it  would  be  pretty  hard  to  get 
them.  We  have  the  ore  figures  for  Mr.  MacRae  at  New  York,  and 
the  c6al  figures  will  be  ready  within  a  week  or  two. 
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The  Chairman.  This  was  suggested  by  Mr.  Mannington,  and  in 
his  absence  I  will  suggest  that  you  furnish  the  ore  and  coal  figures. 
You  know  your  total  tonnage? 

Mr.  Reed.  I  do  not  know  about  supplies.  There  is  a  small  amount 
of  supplies.    We  can  get  the  ore  and  the  coal  figures. 

The  Chairman.  Yes;  the  ore  and  the  coal  figures,  and  the  differ- 
ence between  that  and  your  total  tonnage 

Mr.  Eeed.  Would  show  it. 

The  Chairman.  I  think  that  would  satisfy  him.  If  not,  I  will  com- 
municate with  you  further. 

I  want  to  suggest,  in  order  to  save  the  Steel  Corporation  trouble 
and  expense  and  in  order  to  save  the  committee  loss  of  time  and 
unnecessary  expense,  that  I  will  ask,  if  you  have  not  already  done  so, 
that  you  communicate  with  the  presidents  of  these  companies. 

Mr.  Reed.  You  mean    as  to  the  subpoenas  for  these  books  ? 

The  Chairman.  Yes. 

Mr.  Reed.  As  we  have  already  explained  to  the  committee,  we  feel 
that  we  are  in  rather  a  delicate  position  in  the  production  of  minutes 
that  were  kept  before  we  had  anything  to  do  with  these  companies. 
We  feel  that  we  would  not  be  warranted  in  using  any  control  that 
we  might  have  over  those  minutes  to  have  them  bring  those  papers 
here. 

Mr.  Bartlett.  I  do  not  think  that  was  the  suggestion  of  the  chair- 
man or  of  the  committee.  As  I  understand  from  Mr.  MacRae's  re- 
port, they  declined  to  give  them  without — not  the  direction,  but 
without  the  consent  of  the  officers  of  the  Steel  Corporation. 

Mr.  Reed.  I  might  explain  to  Judge  Bartlett  that  we  are  not  in  a 
position  to  decline  anything  that  is  subpoenaed. 

Mr.  Bartlett.  I  understand  that. 

Mr.  Reed.  If  your  committee  subpoenas  Mr.  House  to  bring  in 
the  minutes  of  the  Duluth  &  Iron  Range  away  back  in  1893,  we  are 
in  no  position  to  instruct  him  to  ignore  that  subpoena. 

Mr.  Bartlett.  I  understand. 

Mr.  Reed.  The  idea  in  my  mind  was  that  I  could  save  the  com- 
mittee expense  by  notifying  the  chairman  or  his  office  when  Mr. 
House  happened  to  be  in  the  East,  so  as  to  avoid  the  necessity  for 
sending  a  messenger  all  the  way  to  Duluth  and  putting  a  needless 
expense  on  the  committee.  But  we  can  not  waive  the  service  of  the 
subpoena  on  him. 

The  Chairman.  No.  This  is  what  I  am  suggesting:  There  are 
a  great  number  of  these  books  and  papers  that  are  a  record  of  the 
acts  and  doings  of  these  subsidiary  companies  since  they  became  the 
property  of  the  Steel  Corporation — since  this  merger. 

Mr.  Reed.  The  Universal  Portland  Cement  is  one  that  occurred 
to  me  in  that  class. 

Mr.  Bartlett.  Mr.  MacRae  stated  in  this  letter  to  us  that  they 
were  not  produced  because  they  were  delayed  by  their  saying  that 
they  would  have  to  get  into  communication — I  do  not  Imow  that 
they  used  the  word  "  consent " — but  that  they  would  have  to  consult 
with  the  officers  of  the  Steel  Corporation. 

Mr.  Reed.  I  think  that  was  the  answer  that  some  of  these  sub- 
sidiary presidents  made  when  Mr.  MacRae  went  directly  to  them. 
They  did  not  want  to  do  anything.  . 
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Mr.  Bartlett.  My  suggestion  was,  and  I  want  to  be  absolutely 
correct  alx)ut  it,  to  say  that  you,  so  far  as  the  Steel  Corporation  is 
concerned,  had  no  desire  of  your  own  that  they  should  withhold  the 
books  and  papers. 

Mr.  Eeeu.  No.  We  shall,  of  course,  do  nothing  to  obstruct  the 
service  of  the  subpoena  or  to  keep  those  books  from  being  produced. 

Mr.  Bartlett.  I  knew  you  would  not. 

Mr.  Eeed.  For  instance,  if  Mr.  Hager  is  subpoenaed  to  produce 
the  Portland  Cement  Co.'s  books,  and  they  happen  to  be  in  Mr. 
Boiling's  oiBce  waiting  to  be  read,  Mr.  Hager  is  entitled  to  have 
those  books  to  produce  them  before  the  committee.  I  think  we 
would  be  in  contempt  of  the  committee  if  we  did  anything  else. 

The  Chairman.  My  idea  is  that  these  books  that  contain  the 
records  of  the  proceedings  of  the  operations  of  these  companies  since 
the  consolidation  are  constructively  in  tlie  control  of  the  president 
of  this  company  or  of  some  other  executive  officer. 

Mr.  Eeed.  Mi".  Farrell  can  best  answer  that,  Mr.  Chairman.  I  do 
not  think  he  has  ever  seen  them. 

The  Chairman.  He  does  not  have  to  see  them. 

Mr.  Reed.  I  do  not  think  he  knows  where  they  are. 

The  Chairman.  The  president  of  a  bank  need  never  see  the  books 
of  the  bank,  but  he  is  the  man  on  whom  process  should  be  served. 
He  can  not  say,  "Ask  the  cashier.    I  never  saw  the  books." 

The  fact  that  he  has  never  seen  them  or  loiows  nothing  about  their 
whereabouts  is  a  matter  between  President  Farrell  and  the  Steel  Cor- 
poration, but  his  knowledge  of  those  books  does  not  change  at  all 
his  status  as  the  person  upon  whom  process  should  be  served. 

Mr.  Eeed.  It  seems  to  me,  Mr.  Chairman,  that  the  person  to  serve 
would  be  the  custodian  of  the  particular  company  whose  minutes  are 
wanted. 

Mr.  Bartlett.  The  custodian ;  jes. 

The  Chairman.  I  will  take  this  up  with  the  committee,  but  the 
control  of  this  company,  as  indicated  by  their  minutes,  is  so  extensive 
and  their  powers  are  so  extensive  that  it  is  not  like  the  ordinary 
case  of  a  holding  company.  For  instance,  they  must  report  every 
expenditure  of  $10,000  or  over.  These  companies  have  nothing  ex- 
cept a  ministerial  capacity.  Their  major  operations  are  all  directed 
by  the  one  controlling  head,  and  they  all  advise  us  along  that  line; 
that  is  their  impression.  Mr.  Dinkey  and  all  the  rest  of  them,  when 
we  get  after  them,  say :  "  "We  will  consult  New  York.  If  they  have 
no  objection,  all  right.  They  are  their  books,  and  not  ours.  We 
have  no  right  to  do  anything  with  these  books  until  we  are  so  directed 
by  them."  . 

I  would  suggest,  for  that  reason,  in  order  to  save  brmgmg  Mr. 
Farrell  back  here  and  thrashing  this  thing  out,  or  taking  it  up  on 
the  floor  of  the  House,  which  would  be  very  unpleasant  to  me,  that  I 
throw  out  the  idea  that  a  suggestion  of  Mr.  Farrell  to  the  heads  of 
these  departments  of  his  entire  willingness  to  have  them  furnish 
these  books  and  papers,  giving  notice  of  the  fact  that  subpoenas  will 
be  served  on  them,  would  save  a  good  deal  of  trouble,  time,  and  ex- 
pense. Mr.  MacEae  is  of  the  opinion  that  the  majority  of  these 
books  are  in  New  York. 
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Mr.  Reed.  I  am  not  advised  as  to  that,  Mr.  Chairman,  but  I  can 
certainly  answer  the  chairman's  suggestion  by  saying  that  I  would 
not  want  to  represent  a  client  who  would  deliberately  instruct  the 
presidents  of  his  subsidiary  companies  to  ignore  the  subpcena  of  this 
committee  for  the  production  of  books  which  are  in  their  custody. 

The  Chairman.  I  am  asking  that  he  do  more  than  that,  or  suggest- 
ing it — that  he  notify  the  presidents  of  these  companies. of  the  fact 
that  he  considers  them  the  custodians  of  these  books  and  papers; 
that  this  suggestion  be  given  by  Mr.  FarreU  to  the  persons  upon 
whom  process  is  to  be  served,  in  order  that  they  may  know  that  they 
are  the  parties  who  must  answer  to  this  committee  for  a  failure  to 
obey  its  subpoena. 

Mr.  Reed.  I  do  not  think  there  will  be  such  a  question  about  it. 
Each  of  those  men  feels  that  he  is  the  custodian  of  the  minutes  of  his 
company. 

Mr.  Bartlett.  Is  there  anything  in  the  charter  or  by-laws  or  rules 
or  regulations  of  th6  Steel  Corporation  as  to  what  shftU  be  done  with 
the  books  of  the  old  companies  ? 

Mr.  Reed.  Not  a  word,  sir.    I  am  sure  of  that. 

Mr.  Danforth.  Is  not  the  secretary  of  the  Steel  Corporation  the 
man  who  is  the  actual  custodian  of  the  books  ? 

Mr.  Reed.  Of  the  books  of  the  Steel  Corporation ;  yes,  sir. 

Mr.  Danforth.  Does  he  not  have  control,  in  some  way,  over  the 
books  of  the  other  corporations  ? 

Mr.  Reed.  I  do  not  think  he  ever  sees  them. 

Mr.  Farrell.  There  is  a  secretary  of  each  company. 

Mr.  Danforth.  Does  he  not,  by  reason  of  being  secretary  of  the 
holding  company,  have  control  of  the  other  companies'  records? 

Mr.  Reed.  No,  sir.  He  has  no  authority  whatever  over  the  secre- 
taries of  the  other  companies,  and  no  control  over  their  goods  at  all. 
There  is  a  good  deal  of  autonomy  left  in  the  subsidiary  companies. 

Mr.  Bartlett.  You  are  the  holding  company  ? 

Mr.  Reed.  Yes;  the  majority  stockholder. 

Mr.  Farrell.  The  operations  of  the  subsidiary  companies  are  au- 
tonomous to  a  very  large  extent. 

Mr.  Danforth.  If  these  books  are,  as  surmised,  in  New  York,  at 
the  oiBces  of  the  United  States  Steel  Corporation,  are  they  not  in  the 
custody  of  the  secretary  of  the  corporation? 

Mr.  Reed.  I  do  not  know  that  they  are  in  New  York  in  the  first 
place. 

Mr.  Danforth.  Assuming,  for  the  sake  of  the  argument,  as  seems 
to  have  been  assumed  by  some  of  the  members  of  the  committee,  that 
they  are  there,  are  they  not  in  the  custody  of  the  secretary  of  the 
steel  corporation? 

Mr.  Reed.  That  depends  on  what  assumption  you  make,  Mr.  Dan- 
forth. If  you  assume  that  they  are  in  his  office  I  will  assume  that 
they  are  in  his  custody. 

Mr.  Danforth.  In  the  offices  of  the  Steel  Corporation  ? 

Mr.  Reed.  I  do  not  know,  sir.    I  can  not  answer  that. 

Mr.  Gardner.  As  a  practical  question,  is  there  any  objection  to 
Mr.  Farrell  saying  to  the  heads  of  the  subsidiary  companies,  "  Give 
us  those  books  "  ? 

Mr.  Farrell.  It  does  not  come  under  my  function.  I  am  in  charge 
of  the  commercial  and  manufacturing  operations  of  the  corporation. 
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The  chairman  of  the  corporation  and  the  finance  committee  are  in 
charge  of  the  finances  and  the  books  of  the  company,  and  the  auditing 
and  accounting. 

Mr.  Gardner.  Then  I  will  say  Mr.  Gary  instead  of  Mr.  Farrell. 

Mr.  Reed.  A  question  like  that  would  be  referred  to  counsel  as  to 
whether  these  men  were  obliged  to  obey  the  subpoena,  and  counsel 
would  have  to  tell  them  that  they  were.  I  do  not  think  anybody  in 
the  corporation  would  dare  to  advise  them  otherwise. 

Mr.  Gardner.  It  is  very-  easy  to  see,  to  my  mind,  that  the  United 
States  Steel  Corporation  is  not  the  proper  person  to  serve  with  that 
subpoena.  They  are  the  majority  stockhcdders.  "We  do  not  serve 
subpoenas  on  stockholders  to  produce  books.  Once  a  year  they  can 
impose  their  power.  The  rest  of  the  year  their  power  is  purely  ad- 
visory, and  is  disobeyed  at  the  peril  of  the  board  of  directors  or  the 
officers. 

Mr.  Reed.  That  is  it. 

Mr.  Gardner.  It  seems  to  me  the  proper  persons  on  whom  to  serve 
the  subpoenas  are  the  officials  of  the  subcompany. 

Mr.  Farrell.  That  is  a  clear  statement. 

Mr.  Gardner.  As  to  back  books  that  may  be  stored  in  the  secre- 
tary's office  in  New  York,  there  may  be  a  different  custody  to  those ; 
but  I  am  speaking  of  the  current  books  of  the  company,  and  it  seems 
to  me  it  is  perfectly  simple  for  you  to  straighten  it  out,  Mr.  Reed. 

Mr.  Reed.  There  is  nothing  to  straighten  out  after  your  state- 
ment, Mr.  Gardner.    There  is  nothing  left  to  straighten  out. 

The  Chairman.  We  have  been  trying,  Mr.  Gardner,  very  patiently 
for  about  six  months  to  get  hold  of  these  books. 

I  sent  Mr.  MacRae,  with  two  assistants,  to  Pittsburgh  to  examine 
the  books  of  the  Carnegie  Co.  Mr.  Dinkey  was  very  courteous  and 
he  said  he  would  be  delighted  to  show  them  to  us,  but  he  was  a  mere 
employee  without  any  discretion  in  the  matter,  and  he  would  have 
to  do  exactly  what  they  told  him  to  do  in  New  York.  And  he  imme- 
diately called  up  Mr.  Lindabury  and  others,  and  they  waited  two 
days  there  for  counsel  to  advise  and  consult;  and  at  the  end  of  that 
time  they  were  just  where  they  had  started. 

They  produced  the  books  of  the  Carnegie  Co.  i.T  a  certain  length 
of  time.    The  rest  they  could  not  get. 

They  went,  then,  to  see  the  president,  I  think,  of  the  bridge  com- 
pany; and  I  think  he  told  them  that  if  Judge  Gary  or  Mr.  Farrell 
wanted  to  turn  those  books  over  to  them,  they  could  do  it,  but  he 
would  be  damned  if  he  would. 

Mr.  Farrell..  That  does  not  sound  like  him,  Mr.  Chairman. 

The  Chairman.  I  do  not  know  which  one  it  was.  It  was  one  of  the 
presidents  of  those  companies,  and  Mr.  MacRae  has  written  me  about 
it  in  a  letter.  I  do  not  recall  which  one  it  was,  but  one  of  the  presi- 
dents made  that  remark — ^to  which  I  took  no  particular  offense,  even 
though  the  English  was  picturesque. 

After  being  so  advised  by  one  after  another  of  the  presidents  of 
the  subsidiary  companies,  the  chairman  of  the  committee  came  to  the 
conclusion  that  perhaps  they  knew,  and  that  the  proper  thing  would 
be  to  serve  this  process  upon  the  president  of  this  company,  just  as 
you  serve  a  process  upon  the  president  of  a  railroad  if  you  are  suing 
that  railroad,  or  the  president  of  a  bank  if  you  are  suing  the  bank. 
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Mr.  Gaednek.  They  are  not  holding  companies,  Mr.  Chairman. 
Banks  and  railroads  are  not  holding  companies. 

The  Chaieman.  I  understand ;  but  this  holding  company,  you  will 
find  by  examining  the  records  very  carefully,  exercises  a  control 
that  is  broad  and  general  and  enters  into  the  details  of  the  busijiess. 
This  company,  while  it  does  not  manufacture,  does  more  than  divide 
dividends.  I  felt,  therefore,  that  the  quickest  way  was  to  have  Mr. 
Farrell  here  and  find  out.  Since  he  has  advised  us  that  he  is  not  the 
custodian  of  those  books  and  has  no  control  over  them,  of  course 
we  will  move  on  the  presidents  of  these  various  companies. 

Mr.  Gardner.  That  is  the  natural  place  to  move. 

Mr.  Baetlett.  We  have  a  resolution  already  passed  by  this  com- 
mittee, introduced  by  Mr.  Gardner,  to  that  eflFect. 

Mr.  Gardner.  Precieely;  to  do  exactly  that  thing. 

The  Chairman.  There  is  no  doubt  but  what  we  will  get  them  or 
get  the  people  who  have  control  of  them. 

Mr.  Gardner.  When  you  ask  for  a  voluntary  surrender  of  books 
and  the  directors  are  in  continual  touch  with  the  majority  stock- 
holder, naturally  they  say  they  must  consult  New  York ;  but-  if  you 
issue  a  proceess  to  the  person  who  is  legally  and  properly  in  custody 
of  the  books,  then  they  do  not  have  to  consult  anybody  except  their 
lawyer,  which  they  do,  as  a  matter  of  fact,  and  obey  the  subpoena. 

The  Chairman.  The  subpcsnas  will  be  issued  immediately  to  these 
various  presidents,  and  we  will  see  what  they  have  to  say. 

Mr.  Gardner.  Let  me  ask  a  question,  Mr.  Reed.  Would  not  old 
books,  even  though  they  might  be  deposited  for  security  in  some  place 
in  New  York,  be  constructively  in  the  custody  of  the  officers  of  the 
subsidiary  corporations  ? 

Mr.  Eeed.  In  the  custody  of  the  officers  of  the  subsidiary  corpo- 
rations that  made  those  books. 

Mr.  Gardner.  You  said  awhile  ago,  in  reply  to  a  question,  that  if 
they  were  in  the  secretary's  office  you  would  think  they  were  in  the 
secretary's  custody.  It  did  not  seem  to  me  that  that  was  necessarily 
so.  They  might  be  stored  in  the  office  of  the  secretary  of  the  Steel 
Corporation  and  still  be  constructively  in  the  custody  of  the  secretary 
of  the  subsidiary  corporation. 

Mr.  Eeed.  I  did  not  mean  to  be  facetious,  but  that  is  what  I  had 
in  mind  in  making  that  answer. 

I  agree  with  you  perfectly,  Mr.  Gardner,  that  the  president  or 
secretary  of  the  subsidiary  company  that  made  those  books  are  the 
people  who  are  in  custody  of  them,  in  the  sense  in  which  that  term 
is  used  in  this  matter. 

Mr.  Gardner.  Let  us  go  a  step  further.  Some  of  these  subsidiary 
companies  are  in  themselves  holding  companies? 

Mr.  Eeed.  Yes. 

Mr.  Gardner.  And  have  never  been  amalgamated,  even  in  them- 
selves. Supposing  we  want  the  stock  books  of  the  Lorain  Steel  Co., 
which,  I  suppose,  is  a  case  like  that? 

Mr.  Eeed.  I  think  the  Lorain  Steel  Co.  still  keeps  its  corporate 
existence. 

Mr.  Gardner.  That  is  to  say,  the  National  Tube  Co.  holds  its  stock. 
The  proper  person  from  whom  to  get  the  books  of  the  Lorain  Steel 
Co.  would  be  the  secretary  of  the  Lorain  Steel  Co..  would  it  not? 
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Wherever  it  is  a  case  of  a  holding  corporation,  you  must  go  to  the 
corporation  that  is  held  ?  • 

Mr.  Keed.  Exactly;  and  that  is  why,  sir,  I  gave  you  the  names 
of  the  officers  yesterday  of  the  very  corporations  whose  books  you 
asked  for. 

We  have  already  explained  our  position  at  great  length  to  the 
committee,  that  we  think  there  is  a  trust  relation  that  we  owe  to 
the  former  owners  of  those  companies.  The  committee  disagrees 
with  us  on  that,  and  that  is  the  reason  we  have  to  ask  you  to  resort 
to  your  process,  instead  of  our  getting  these  books  in  some  way  and 
bringing  them  here. 

The  Chairman.  We  will  serve  the  process  on  those  companies. 

I  have  here,  Mr.  Reed  and  Mr.  Farrell,  a  process  for  Mr.  W.  B. 
Schiller,  president  of  the  Lake  Terminal  Railway.    Is  he  here? 

Mr.  Reed.  Mr.  Chairman,  in  accordance  with  the  arrangement 
made  with  the  committee's  accountants  and  railroad  experts,  sanc- 
tioned by  yourself,  I  believe,  it  was  "agreed  that  Mr.  Schiller  need 
not  appear,  if  he  sent  the  information  that  the  conimittee  wanted. 

The  Chairman.  I  will  say  right  here  that  Mr.  Mannington  and 
Mr.  Wooley  requested  this  information,  and  I  told  Mr.  Reed  that 
as  far  as  1  was  concerned  he  could  furnish  it  to  them  and  it  would 
meet  with  my  approval,  but  I  preferred  to  consult  the  committee 
about  it  before  taking  any  positive  action. 

Mr.  Young.  What  sort  of  information  is  it  ?  Something  contained 
in  documents? 

Mr.  Reed.  Merely  statistical  data. 

Mr.  YoDNG.  And  those  things  have  been  furnished,  have  they  ? 

Mr.  Reed.  Not  yet. 

Mr.  YoDNG.  But  they  will  be  furnished? 

The  Chairman.  Yes.  They  consist  of  statistics  showing  the  total 
tonnage  of  all  freight  moved  over  the  lines  operated  and  controlled 
by  the  Lake  Terminal  Railway  Co.  for  the  fiscal  year  ending  1910, 
and  statistics  showing  the  total  tonnage  of  freight  received  by  said 
Lake  Terminal  Railway  Co.  from  connecting  lines,  etc. 

Mr.  Reed  says  that  Mr.  Schiller,  as  I  Understand,  agrees  to  turn 
over  this  information  to  Mr.  Mannington,  to  the  satisfaction  of  Mr. 
Mannington. 

Mr.  Reed.  Better  than  that,  Mr.  Chairman,  I  have  the  informa- 
tion prepared  on  the  forms  that  Mr.  Mannington  approved.  I  have 
them  here  with  me,  and  will  give  the  information  to  the  committee 
now.    It  is  not  very  extensive.    [Handing  papers  to  the  chairman.] 

The  Chairm*in.  Thank  you. 

Mr.  Reed.  That  ought  to  have  been  signed,  Mr.  Chairman,  but  it 
is  correct,  and  that  is  in  the  form  suggested  by  Mr.  Mannington. 

The  Chairman.  All  right. 

Mr.  Danforth,  Mr.  Farrell,  you  have  been  in  charge  of  the  export 
business  of  the  Steel  Corporation,  I  believe? 
Mr.  Farrell.  Yes. 

Mr.  Danforth.  Do  you  happen  to  have  seen  an  article  by  T. 
Good,  published  in  the  December  number  of  the  Atlantic  Monthly, 
1911,  on  the  subject  of  the  German,  British,  and  American  exports 
of  steel  products? 
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Mr.  Fakelll.  I  read  the  article.  Mr.  Good  is  a  writer  who  has 
frequently  written  similar  articles  with  respect  to  the  British  iron  and 
steel  industry  and  the  German  iron  and  steel  industry,  and  he  has 
apparently  turned  his  attention  to  the  American  iron  and  steel  in- 
dustry. I  might  say  that  while  Mr.  Good  is  a  very  fluent  writer,  his 
articles,  with  respect  to  the  British  and  German  industry,  are  just  as 
pessimistic  as  the  one  that  he  has  written  for  the  Atlantic  Monthly. 

Mr.  Danfoeth.  What  do  you  say  with  regard  to  the  statements  he 
makes  in  regard  to  the  amount  of  exports?  Are  those  figures  ac- 
curate in  this  article? 

Mr.  Fareell.  I  prepared  a  reply  to  the  article  of  Mr.  Good,  not 
for  publication,  but  for  the  chairman  of  our  corporation,  which,  if  I 
am  permitted  to  do  so,  I  will  read. 

Mr.  Danfoeth.  If  it  answers  in  detail  these  statements. 

Mr.  Young.  That  seems  to  be  rather  a  brief  article  that  you  have 
there  Mr.  Farrell,  and  I  would  like  to  hear  it. 

Mr.  Farrell.  It  remains  to  be  seen  whether  it  answers  it  or  not. 
That  is  a  matter  of  opinion. 

Mr.  Danfoeth.  I  would  like  to  hear  it. 

Mr.  Fareell  (reading)  : 

A   BBITISH    VIEW    OF   THE    STEEL   CORPORATION. 

The  article  under  the  above  caption,  by  Mr.  T.  Good,  in  the  December  num- 
ber of  the  Atlantic  Monthly,  is  presented  by  its  author  as  "  a  brief  review  rind 
criticism  of  the  American  steel  trade  and  of  the  big  Steal  Trust  in  particular, 
from  a  purely  British  point  of  view." 

The  writer  of  the  article  tabes  for  granted  and  bases  arguments  upon  a  num- 
ber of  suppositions  which  have  little  or  no  foundation  in  fact.  For  instance,  he 
says,  "We  find  one  company  (the  United  States  Steel  Corporation)  aiming  ap- 
parently at  a  monopoly  of  the  entire  iron  and  steel  industry  of  this  country  and 
actually  controlling  half  the  trade  and  owning  half  the  capacity  of  production." 

As  a  matter  of  fact,  the  steel  corporation  has  never  aimed  at  a  monopoly ;  in 
fact,  no  one  knows  better  than  those  who  have  created  and  managed  this  great 
corporation  that  a  monopoly  of  the  American  iron  and  steel  trade  is  neither  possi- 
ble nor  desirable.  Notwithstanding  popular  delusions  to  the  contrary,  there  is 
no  such  thing  as  a  monopoly  or  anything  approaching  a  monopoly  of  the  natural 
resources  necessary  to  the  successful  conduct  of  the  iron  and  steel  industry. 
Perhaps  the  best  proof  of  this  is  the  undoubted  fact  (mentioned  by  Mr.  Good 
himself)  that,  since  the  steel  corporation  began  business  10  years  ago,  much  new 
capital  has  been  attracted  to  the  country,  many  new  furnaces  and  mills  have 
been  erected,  and  output  has  been  largely  increased.  It  is  not  conceivable  that 
new  capital,  amounting  to  hundreds  of  millions  of  dollars,  would  have  been  in- 
vested in  an  industry  dependent  upon  supplies  controlled  by,  or  which  were  In 
any  danger  whatever  of  being  controlled  by,  a  monopoly. 

Mr.  Good  admirably  states  in  the  second  paragraiih  of  his  article  the  principal 
results  of  the  existence  of  the  steel  corporation,  and  Is  good  ,enough  to  admit 
that  "all  this  would  have  been  beneficent  work,  as  well  as  good  business,  if 
successfully  accomplished."  He  then,  however,  proceeds  to  question  the  success 
of  the  accomplishment  by  presenting  a  mixture  of  fact  and  fiction,  in  which  the 
latter  largely  predominates. 

For  instance,  he  tells  us  that  "in  1S99  it  was  calculated  that  steel-making 
pig  iron  was  produced  in  the  United  States  $5  per  ton  cheaper  than  In  England, 
and  that  standard  steel  rails  were  manufactured  $7  per  ton  cheaper  than  in 
the  old  country,  and  that  before  the  Steel  Trust  was  organized  the  cost  of  pro- 
ducing pig  iron  had  been  got  down  as  low  as  $6  i)er  ton,  and  American  costs 
all  along  the  line,  from  mining  ore  to  rolling  rails,  plates,  and  structural  ma- 
terials, were  at  a  level  which  defied  British  competition." 

To  anyone  conversant  with  the  real  conditions  of  the  industry  in  both  coun- 
tries such  a  misstatement  of  facts  is  grotesque.  It  Is  true  that  some  extraordi- 
nary claims  as  to  costs  were  made  by  gentlemen  who  have  since  explained 
that  they  were  not  based  upon  actual  and  complete  costs;  in  fact,  investigation 
would  have  shown  that  they  were  carelessly  made. 
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That  the  cost  of  manufacture  In  some  branches  of  the  Iron  and  steel  Industry 
has  advanced  in  the  United  States  during  the  past  10  years  is  doubtless  true, 
but  this  advance  is  not  couflned  to  tlie  plants  owned  by  the  Steel  Corporation. 
The  so-called  independent  manufacturers,  who  did  not  purchase  their  i)lants, 
but  erected  them  themselves,  and  who  acquired  their  own  ore  supplies  before 
the  Steel  Corporation  came  into  existence,  have  also  found  their  costs  advanced 
to  an  extent  equal  to  those  at  the  plants  owned  by  the  Steel  Corporation.  The 
fact  is  that  whatever  advance  has  taken  place  is  largely  due  to  the  increased 
cost  of  labor,  and  it  is  one  of  the  things  for  which  credit  is  due  the  Steel  Cor- 
poration and  which  alone  would  justify  its  existence  that  the  lot  of  the  steel 
worker  in  America  has  been  appreciably  Improved  during  the  10  years  of  its 
existence. 

Jir.  Good  seems  obsessed  with  the  idea  that  the  capture  of  the  lion's  share 
of  the  export  trade  of  the  world,  and  whatever  price  may  be  necessary  to  ac- 
complish it,  is  one  of  the  chief  aims  and  objects  of  the  American  niannfacturer, 
and  that  because  the  Steel  CorimrStion  has  not  indulged  in  dumping  tactics  and 
taking  the  export  trade  of  the  British  and  German  steel  manufacturers  away 
from  them  it  has  been  a  failure;  in  fact,  to  quote  Mr.  Good,  "Thus  it  conies 
about  that  the  Steel  Trust  has  .iu'stilied  neither  the  hopes  that  it  raised  at 
home  nor  the  fears  it  inspired  abroad." 
•  The  British  steel  industry  in  modern  times  must  export,  in  order  to  live,  some 
40  per  cent  of  its  steel  production;  German  steel  manufacturers  must  exiiort 
something  like  50  per  cent  and  Belgium  60  per  cent  of  their  total  production. 
Failure  to  do  this  means  the  throwing  out  of  employment  of  large  numbers  of 
workmen  and  disastrous  conditions  generally. 

In  the  United  States  not  only  is  the  production  of  iron  and  ste^  products 
greater  than  that  of  Great  Britain,  Germany,  and  Belgium  combined,  bnt  the 
consumption  is  so  much  greater  that  exports,  while  desirable  at  satisfactory 
prices  and  upon  satisfactory  conditions,  are  not  of  such  vital  necessity  as  in 
Great  Britain,  Germany,  or  Belgium. 

During  (he  period  preceding  the  formation  of  the  Steel  Corporation,  in  which 
llr.  Andrew  Carnegie  said  that  steel  was  either  a  prince  or  a  paujier.  American 
exports  of  steel  products  were  usually  made  at  a  positive  loss,  and  it  is  perhaps 
excusable  that  European  critics  should  have  fotmed  the  erroneous  idea  that 
steel  could  be  manufactured  at  a  lower  cost  in  America  than  in  Eui'ope.  The 
fact,  however,  is  that  the  business  consisted  princi|ially  of  dumping  material  in 
foreign  markets  at  any  price  and  upon  any  terms  necessary  to  sell  it.  regardless 
of  cost,  in  times  of  depression  in  the  home  market.  Immediately  the  home 
market  resumed  its  normal  tone,  the  export  field  was  neglected  and  the  tonnage 
«>xported  became  insignificant.  Foreign  connections  were  not  continuous,  and, 
wben  tlie  next  depression  in  the  home  market  occurred,  the  dumping  process 
would  be  repeated.  ' 

For  such  unscientific  and  wasteful  policy  the  Steel  Corporation  substituted 
the  saner  business  policy  of  maintaining  a  continuous  export  trade  conducted 
by  experts,  with  the  result  that  there  has  been  a  great  and  most  gratifying 
increase  in  its  foreign  trade,  even  though  the  United  States  may  still  he.  in 
Mr.  (Jdod's  opinion,  "a  bad  third  in  the  international  race."  At  the  time  of 
the  formation  of  the  Steel  Corporation  the  total  annual  exports  of  all  of  its 
plants  aggregated  about  250,000  tons,  most  of  which  was  sold  below  the  cost  of 
manufacture. 

If  we  take  into  conpideration  the  fact  that  without  the  rebates 
allowed  by  the  coal,  pig  iron  and  billets,  and  all  of  the  various  manu- 
factures of  raw  materials  that  enter  into  the  finished  product — if 
they  had  not  contributed  to  the  man  that  exported  the  material,  he 
would  have  been  obliged  to  have  exported  5,000,000  tons  at  a  loss. 

This  may  seem  inadequate  from  Mr.  Good's  point  of  view,  but  it  may  be  of 
some  satisfaction  to  the  .stockholders  of  the  Steel  Corporation  that  the  business, 
if  n<'t  profitable  when  considered  alone,  has  at  least  been  conducted  wilhout  the 
n(>ce.«sity  of  throwing  away  millions  of  dollars  of  profits  derived  from  otbe'- 
business  (as  is  the  case  with  a  great  deal  of  the  European  exports  of  steel 
products)  and  has  been  of  enormous  value  in  enabling  the  continuous  opera- 
tion of  plants  and  a  consequent  reduction  in  average  costs. 

As  I  stated  yesterday,  at  the  present  time  we  have  about  40.000 
men  employed  in  the  uianufacture  of  goods  which  we  are  exporting, 
and  those  men  received  last  year  $39,000,000  or  $40,000,000  in  wages. 
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It  Is  not  the  aim  of  the  Steel  Corporation  to  monopolize  the  trade  of  the 
world,  nor  to  drive  its  competitors  out  of  business,  as,  aside  from  the  futility 
of  any  such  policy,  it  could  ouly  be  pursued  at  an  expense  which  would  not  be 
justified  by  any  possible  results.  It  is,  however,  certain  that  the  export  busi- 
ness of  the  Steel  Corporation  will  continue  to  expand  on  safe  and  sane  lines 
and  without  any  jealousy  of  equal  or  greater  expansion  of  the  trade  of  those 
couutries  to  whom  exports  are  of  vital  importance. 

Mr.  Danfoeth.  These  figures  that  Mr.  Good  gives  on  page  827, 
in  regard  to  the  exports  in  1900  and  1910  from  the  three  countries, 
the  United  States,  Great  Britain,  and  Germany,  are  correct,  or  do 
you  know? 

Mr.  Fakeell.  They  are  not  correct. 

Tlie  Bureau  of  Statistics  of  the  Department  of  Commerce  and 
Labor  on  January  20,  1912,  published  a  statement  which  is  in  ex- 
istence, and  I  presume  all  of  you  gentlemen  have  it. 

Mr.  Danfoeth.  Have  you  got  it  there,  tabulated,  so  that  it  could 
be  compared  with  those  figures? 

Mr.  Fabeell.  They  say: 

At  the  head  of  the  list  of  exports  of  iron  and  steel  is  the  United  Kingdom, 
with  a  total  of  $361,000,000,  inclusive  of  $16,000,000  worth  of  agricultural  ma- 
chinery. 

Those  figures  are  not  correct,  because,  while  Great  Britain  actually 
exported  the  materials  to  this  value  and  these  figures  appear  in  the 
returns  to  the  British  Board  of  Trade,  a  great  deal  of  this  material 
is  brought  in  from  other  countries — Belgium,  France,  and  so  on — 
in  a  semifinished  state  and  fabricated,  and  is  reexported  by  Great 
Britain  in  the  form  of  tin  plate,  pipe,  and  other  materials ;  but  it  has 
also  appeared  in  the  exports  of  Germany,  France,  and  Belgium,  and 
it  appears  in  the  imports  of  Great  Britain. 

Mr.  Danfoeth.  Can  you  give  us  these  same  items  in  tons,  not 
values? 

Mr.  Faeeell.  Yes;  I  can  give  you  those. 

Mr.  Danfoeth.  Have  you  got  them  there,  so  that  you  can  compare 
them  with  these  figures? 

Mr.  Faeeell.  The  exports  of 'Great  Britain? 

]\Ir.  Danfoeth.  Yes;  in  1900  and  1910. 

Mr.  Faeeell.  I  can  give  them  to  you  for  1911. 

Mr.  Danfoeth.  He  does  not  undertake  to  give  the  figures  for 
1911  in  this  article. 

Mr.  Faeeell.  No;  for  1910. 

The  exports  of  iron  and  steel  products  from  Great  Britain  were 
3,812,685  tons. 

The  exports  of  Germany  were  4,226,647  tons. 

The  exports  from  the  United  States  were  1,918,000  tons.  And,  as  I 
recall  it,  Belgium  exported  nearly  1,000,000  tons,  France  about 
700.000  tons,  Russia  a  little  over  1,000,000  tons,  and  Austria-Hungary 
something  like  400.000  tons,  and  Spain  200,000  tons. 

The  export  business  of  the  world  in  iron  and  steel  products  is  not 
confined  to  the  United  States.  Great  Britain  and  Germany  and  all 
of  these  countries  are  producers  and  sell  to  their  colonies  and  to 
markets  where  we  can  not  enter  at  all;  for  instance,  where  there  are 
preferential  tariffs,  .".s  in  the  case  of  Great  Britain.  There  are 
British  colonies,  for  example.  New  Zealand,  where  there  is  a  prefer- 
ential duty  in  favor  of  material  brought  in  from  Great  Britain  of 
20  per  cent,  which  amounts  to  $5  a  ton. 
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In  Australia  there  is  a  preferential  tariff  in  favor  of  Great  Britain 
amounting  to  about  5  shillings;  say  $1.25.  There  is  a  preferential 
duty  in  South  Africa,  and  in  Canada,  of  course,  there  is  a  counter- 
vailing duty — that  is,  perhaps,  a  polite  name  for  it ;  it  is  preferential. 
Mr.  Reed.  Mr.  Danforth  asked  for  the  figures  for  1900.  Have 
you  got  them  there,  Mr.  Farrell  ? 

Mr.  Faeeell.  I  have  not  the  figures  for  1900  for  these  coun- 
tries; no. 

Mr.  Danfoeth.  I  wanted  to  get  those  figures,  if  I  could,  so  as  to 
make  a  comparison  with  these  figures  of  Mr.  Good's. 

Mr.  Faeeell.  They  do  not  differ  very  much,  except 

Mr.  Danfoeth.  The  figures  for  1910  are  very  different  from  Mr. 
Good's.  ' 

Mr.  FaerbiJj.  Mr.  Good's  figures  are  hardly  accurate. 
Mr.  Danfoeth.  I  should  say  not  if  yours  are  accurate. 
Mr.  Faeeell.  For  example,  a  man  sent  me  a  copy  of  the  Newark 
Evening  News  the  other  night,  calling  my  attention  to  an  article  that 
had  been  written  by  an  economic  writer,  Mr.  Treadwell  Cleveland, 
1  think,  in  which  he  said  that  of  a  total  world's  business  of  44,000,000 
tons  the  United  States  was  in  the  humiliating  position  of  only  hav- 
ing done  a  million  and  a  half  tons. 

The  total  production  of  pig  iron  in  the  world  is  61,000,000  tons, 
of  which  this  country  has  a  capacity  of  40,000,000  tons,  but  has  never 
produced  more  than  27,300,000  tons. 

I  presume  these  whiters  are  paid  for  space,  and  a  good  many  of 
them  are  accurate  in  their  figures;  but  Mr.  Good  has  written  on  the 
British  industry,  the  German  industry,  and  the  probabilities  are 
that  in  the  course  of  time  he  will  write  an  article  on  the  Italian  in- 
dustry, which  is  a  very  highly  protected  industry,  and  perhaps 
Russia,  where  the  duty  is  $28.67  a  ton  on  rails,  for  example. 

Mr.  Danfoeth.  I  have  one  more  question,  Mr.  Farrell.     I  thinlc 
Mr.  Beall  took  it  up  yesterday  with  you,  but  I  would  like  to  have 
a  further  explanation,  if  you  can  give  it.     The  steel  manufacturers 
of  rails  have  maintained  the  price  of  the  merchantable  rail  at  1.25 
cents  a  pound,  or  $28  a  ton,  for  a  number  of  years  ? 
Mr.  Faeeell.  That  has  been  the  market  price. 
Mr.  Danfoeth.  I  withdraw  the  word  "  maintained."    The  market 
price  of  merchantable  rails  has  been  at  that  figure  for  a  number  of 
years  ? 
Mr.  Faeeell.  Yes. 

Mr.  Danfoeth.  Has  the  market  price  of  any  other  product  of  the 
iron  and  steel  manufacturers  retained  the  same  stability  in  price 
during  that  period? 

Mr.  Faeeell.  Not  to  the  same  extent. 

Mr.  Danfoeth.  To  anything  approximating  it? 

Mr.  Faeeell.  In  some  commodities;  but,  generally  speaking,  no. 

Mr.  Danfoeth.  Can  you  explain  to  the  committee,  why  it  is  that 

the  one  commodity — rails — has  had  this  permanency  in  price  and 

other  commodities  are  so  variable  in  price,  or  have  been  so  variable  ? 

Mr.  Faeeell.  I  stated,  yesterday,  that  the  character  of  the  rail 

specifications  was  constantly  changing,  and  while  $28   may  have 

seemed  a  high  price,  we  will  say,  in  1900,  to-day  it  does  not  seem  a 

high  price.    Furthermore,  there  are  not  very  many  rail  mills,  and 
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the  cost  of  laying  down  a  modern  rail  mill  to-day  is  something  like 
$17,000,000. 

In  a  period  of  20  years  it  is  necessary  to  entirely  rehabilitate  or 
rebuild  the  plant. 

As  a  matter  of  fact,  we  have  in  contemplation,  now,  at  the  present 
time,  rebuilding  the  Edgar  Thomson  mill  at  Pittsburgh— that  is, 
part  of  it — and  the  program  calls  for  an  expenditure  of  $6,500,000. 
So  that  the  profit  obtained  in  the  price  of  rails  is  not  commensurate 
with  the  investment  or  with  the  wear  and  tear  of  the  properties  and 
the  mills. 

Mr.  Danfokth.  But  you  do  not  have  this  difference  in  chemical 
formulse  in  the  preparation  of  other  steel  manufactures? 

Mr.  Faehell.  No  ;  not  to  the  same  extent. 

Mr.  DANroKTH.  So  that  I  would  suppose  that  the  price  would  be 
more  nearly  permanent  in  those  others. 

Mr.  Fareell.  Of  course,  under  the  open-hearth  process,  we  are 
enabled  to  manufacture  a  bar  which  the  process  cheapens,  and  the 
bar,  of  course,  answers  the  requirements;  but  in  the  manufacture  of 
rails  we  are  obliged  to  use  all  sorts  of  elements  such  as  tungsten, 
titanium,  vanadium — at  $4  a  pound,  I  believe  it  is. 

This  rail  proposition  appears  to  be  phenomenal,  but,  as  a  practical 
proposition,  it  is  one  that  gives  us  a  great  deal  of  concern  as  to 
what  the  ultimate  outcome  of  the  whole  thing  will  be. 

As  I  explained  yesterday,  we  are  trying  to  give  the  railroads  a 
rail  that  we  think  is  suitable  to  their  requirements,  and  they  want 
a  rail  that  will  last  indefinitely,  and  in  order  to  get  a  rail  that  will 
stand  this  wear  and  tear  they  increase  the  carbon  and  the  silicon  and 
the  hardening  elements  in  the  steel. 

Mr.  Reed.  May  I  suggest,  just  in  line  with  your  question,  Mr.  Dan- 
forth,  that  it  seems,  according  to  my  information,  that  the  agitation 
among  the  railroads  has  been  to  get  a  better  rail,  rather  than  to 
quarrel  about  the  price. 

Mr.  Danforth.  Apparently  so. 

Mr.  yoTTNG.  Is  there  not  another  thing  that  has  had  an  influence 
in  that  direction — the  fact  that  the  railroads  receive  from  the  manu- 
facturers of  iron  and  steel  a  very  much  larger  sum  every  year  in 
freight  than  they  pay  for  rails?  Do  they  not  regard  the  price  for 
rails  as  an  immaterial  matter,  comparatively,  if  they  can  get  the 
freight?  Has  not  that  had  something  to  do  with  the  maintenance 
of  that  price  ? 

Mr.  Faerell.  Certainly. 

The  only  gentleman  that  I  heard  complaining  about  the  price  of 
rails  in  recent  years  was  Mr.  James  J.  Hill,  and  I  believe  he  com- 
plained up  to  the  time  that  he  built  a  railroad  in  Canada.  He  went 
to  Canada  and  had  to  pay  $32  a  ton  for  rails  there  as  against  $28  in 
this  country;  we  have  not  heard  many  complaints  since. 

Rails  are  sold  cheaper,  as  I  stated  yesterday,  in  the  United  States 
than  they  are  in  any  other  country  in  the  world  that  produces  rails. 

Mr.  YotTNG.  Is  it  also  true  that  the  railroad  companies  generally 
divide  their  rail  orders  among  the  railroads  according  to  the  amount 
of  freight  they  get  from  the  manufacturers. 

Mr.  Farreli,.  We  do  not  think  so,  because  we  are  very  large 
shippers,  in  many  cases. 
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Mr.  YoTJNG.  We  had  one  of  the  directors  of  your  company  that 
told  us  that  was  the  truth,  and  he  was  also  connected  with  the 
Pennsylvania  Railroad. 

Mr.  Faerell.  They  sometimes  try  to  convince  us  that  we  are  get- 
ting our  share  of  the  business,  but  it  is  all  a  matter  of  reciprocity. 
If  you  furnish  a  very  large  tonnage  of  freight  to  a  railroad,  whether 
it  is  produce  or  steel,  and  the  railroads  are  going  to  buy  anything 
that  you  can  furnish,  you  naturally  think  that  you  ought  to  get  some- 
thing relatively  in  proportion. 

Mr.  Young.  If  you  thought  that  any  railroad  was  not  giving  you 
your  fair  share  of  its  orders  for  rails,  and  you  had  the  opportunity 
to  ship  on  some  other  road,  you  would  do  it,  would  you  not? 

Mr.  Fakbell.  No,  sir.  That  has  not  been  the  policy  of  the  Steel 
Corporation. 

Mr.  Young.  Do  you  treat  those  who  give  you  no  custom,  just  as  well 
as  you  do  those  who  do  give  you  custom  ? 

Mr.  Faerell.  Absolutely ;  and  the  figures  will  support  that.  I  am 
not  trying  to  make  a  plausible  reply  to  your  question.  The  figures 
will  show  that. 

Mr.  Young.  That  is  another  matter  on  which  your  statement  here 
is  somewhat  different  from  the  statements  of  other  gentlemen  con- 
nected with  the  steel  company  who  have  been  before  us. 

Mr.  Reed.  Connected  with  the  Steel  Corporation? 

Mr.  Young.  Yes. 

Mr.  Reed.  I  did  not  remember  any  such  testimony. 

Mr.  Young.  One  other  question  on  another  matter  that  was  passed 
over :  You  stated  the  other  day  that  the  net  price  to  you  at  the  mill 
on  a  certain  shipment  of  rails  to  some  foreign  country  was  $24.98. 

Mr.  Faerell.  Yes. 

Mr.  Young.  And  the  matter  was  dropped  there.  Does  this  table 
you  have  prepared  show  the  average  price  to  you  at  the  mill  of  all 
your  foreign  business? 

Mr.  Farrell.  All  the  rails  for  a  year  and  a  half. 

Mr.  Young.  And  what  is  that? 

Mr.  Faerell.  That  average  price  was  $24.72,  if  I  remember  rightly- 
I  prepared  that  table  for  my  own  information.  There  is  no  objec- 
tion to  your  seeing  it.  I  try  to  keep  myself  in  an  intelligent  position 
at  all  times  as  to  what  we  are  doing  in  our  business. 

The  Chairman.  Speaking  of  the  Good  figures  being  inaccurate,  I 
would  like  to  see  what  difference  there  is  between  you  and  Mr.  Good 
on  this  tabulated  statement  of  exports  of  the  three  countries  in  1900 
and  1910. 

Mr.  Good,  for  instance,  makes  the  tonnage  exports  by  the  United 
States  in  1910, 1,154,000  tons.    What  do  you  make  it  for  that  year? 

Mr.  Farrell.  In  1910? 

The  Chairman.  In  1900. 

Mr.  Faeeell.  In  1900  ?     Two  hundred  thousand  tons. 

The  Chairman.  You  make  the  United  States  exports  200,0001 

Mr.  Young.  That  is,  of  the  United  States  Steel  Corporation? 

Mr.  Farrell.  Of  the  United  States  Steel  Corporation. 

The  Chairman.  For  1900? 

Mr.  Farrell.  In  1900. 

The  Chairman.  You  exported  200,000  tons? 
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Mr.  Faekell.  Oh,  no.  I  beg  your  pardon.  I  can  not  answer  that 
question  because  I  do  not  renaember  what  the  figures  were.  I  only 
have  records  from  the  time  of  the  formation  of  the  Steel  Products 
Export  Co.,  which  was  in  1903. 

The  Chairman.  Do  you  know,  then,  that  Mr.  Good's  statement 
that  the  United  States  exported  1,154,000  tons  is  not  accurate? 

Mr.  F'areell.  I  had  reference  to  his  general  report ;  to  his  article. 

The  Chairman.  Do  you  know  what  the  exports  were  of  the  United 
Kingdom  in  1900? 

Mr.  Fareell.  Not  accurately,  no. 

The  Chairman.  Do  you  know  that  3,213,000  tons  is  not  correct? 

Mr.  Fareell.  I  should  say  it  is  approximately  correct. 

Mr.  Young.  That  is  for  1900? 

The  Chairman.  Yes. 

Mr.  Farrell.  Yes. 

I  have  a  fair  recollection  of  what  those  countries  have  been  doing 
for  a  number  of  years,  because  I  made  a  study  of  it  before  we  took 
the  business  up. 

The  Chairman.  He  gives  the  exports  of  Germany  at  838,000  tons 
for  1900.    Is  that  approximately  correct? 

Mr.  Fareell.  I  do  not  think  so. 

The  Chaieman.  Where  do  you  think  it  is  wrong? 

Mr.  Fareell.  Because  I  think  that  is  the  exports  of  the  Rhenish 
proAunces.    I  do  not  think  that  is  the  exports  of  the  Empire. 

The  Chaieman.  Have  you  any  figures  on  the  subject,  accurately? 

Mr.  Faeeell.  Not  with  me. 

The  Chaieman.  How  far  do  j^ou  think  they  are  wrong — from  your 
memory  or  your  impression? 

Mr.  Farrell.  I  would  not  want  to  say. 

The  Chairman.  Is  it  approximately  correct? 

Mr.  Fareell.  No;  I  should  not  think  so. 

The  Chaieman.  About  how  much  were  they? 

Mr.  Faeeell.  I  do  not  want  to  be  quoted  as  to  the  figures  without 
having  an  opportunitv  to  verify  them — without  looking  them  up. 

The  Chaieman.  Is  he  100,000  tons  off  or  500.000  tons  off? 

Mr.  Faeeell.  I  should  say  he  is  nearer  500,000  tons  off. 

The  Chairman.  Do  you  think  it  is  more  or  less  than  that? 

Mr.  F.\EnELL.  I  should  say  about  500,000  tons  more. 

The  Chairman.  Take  1910.  He  gives  the  exports  of  the  United 
States  at  1,535,000  tons.    What  do  you  say  about  that? 

Mr.  Fareell.  For  1910,  I  should  think  that  was  about  correct,  be- 
cause our  "exports  in  that  year  were  1,341,000  tons,  and  the  balance  of 
the  exports  of  other  manufacturers  would  about  make  that  up. 

The  Chairman.  Then  he  gives  the  exports  of  the  United  King- 
dom at  4,594,000  tons.    What  do  you  think  about  that  for  1910? 

Mr.  Farrell.  J  think  that  probably  is  correct ;  but  it  must  be 
borne  in  mind  that  Great  Britain  brings  in  1,000,000  tons  which  it 
fabricates  and  reexports. 

The  Chairman.  I  understand  that. 

For  Germany,  4,868,000  tons. 

Mr.  Fareell.  I  should  say  that  is  probably  right. 

The  Chairman.  Judge  Bartlett  wants  to  ask  a  question. 

Sir.  Danforth.  You  gave  those  figures  differently  to  me,  Mr. 
Farrell. 
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Mr.  Eeed.  He  gave  you  the  figures  for  1911. 

Mr.  Danfoeth.  No.  He  gave  me  the  figures  of  1910,  arxd  he 
gave  me  different  figures,  in  all  three  cases,  from  those  just  men- 
tioned. I  think  you  gave  the  exports  from  the  United  States  as 
something  like  1,900,000  tons. 

Mr.  Fakeeuj.  That  was  for  1911,  Mr.  Danforth.  I  beg  your 
pardon. 

Mr.  Danfoeth.  I  asked  for  the  figures  for  1910. 

Mr.  Farhell.  I  had  the  figures  before  me  for  1911. 

Mr.  Bartlett.  I  want  to  ask  a  question :  We  sometimes  hear  about 
the  independents  in  steel  manufacture.    Who  are  they  ? 

Mr.  Faeeell.  1  do  not  know  where  the  term  originated,  Judge 
Bartlett.  The  press,  the  newspapers,  sometimes  call  them  "  inde- 
pendents." 

Mr.  Baetlett.  Can  you  mention  some  of  the  people  that  are  en- 
gaged in  the  steel  business  that  are  called  independent  manufac- 
turers ? 

Mr.  Faeeell.  I  can  name  a  number  of  manufacturers  outside  of 
the  United  States  Steel  Corporation. 

Mr.  Baetlett.  Does  that  classify  these  people,  according  to  the 
general  acceptation  of  that  term — those  who  are  outside  of  the  steel 
corporations  are  known  as  "  independents "  ?  Is  that  what  you 
mean  ? 

Mr.  Faeeell.  I  presume  so. 

Mr.  Baetlett.  The  Pennsylvania  Steel  Co.  in  1904  was  not  a  part 
of  the  steel  corporation? 

Mr.  Faeeell.  No,  sir.  It  has  never  been.  It  is  an  outgide  com- 
pany. 

Mr.  Baetlett.  Men  engaged  in  the  manufacture  of  steel  and  iron 
products  who  are  independents  have  often,  met  with  you  gentlemen 
at  these  Gary  dinners,  have  they  not? 

Mr.  Farbell.  They  have  attended  the  Gary  dinners;  yes.  Mr. 
Beall  yesterday,  I  think,  read  from  one  report  that  90  per  cent  of 
the  industry  have  been  represented  at  times. 

Mr.  Baetlett.  That  is  true.  Is  there  any  difference  in  the  price 
of  steel  rails  between  the  independents  and  the  steel  corportaion? 

Mr.  Faeeell.  I  suppose  that  everybody  considers  that  $28  is  their 
price  for  rails.  If  you  had  a  house  that  you  thought  was  worth 
$1,500,  and  another  man  had  another  house  exactly  like  it,  he  prob- 
ably would  think  he  was  a  poor  merchant  or  real  estate  man  if  he 
sold  it  for  $1,400. 

Mr.  Baetlett.  But  if  I  wanted  to  sell  it  and  found  somebody  that 
was  obliged  to  have  the  house,  and  one  man  would  not  sell  it  for 
$1,400,  and  I  was  obliged  to  sell  it  and  the  other  man  wals  obliged  to 
have  it,  I  probably  would  sell  it  for  less. 

Mr.  Faeeell.  What  you  want  to  know  is  whether  there  is  any 
understanding  or  agreement  on  the  price  of  rails,  I  suppose,  and  I 
answered  that  question  yesterday  by  saying  that  there  was  not,  to 
the  best  of  my  knowledge  or  belief,  as  far  as  I  know. 
Mr.  Baetlett.  Not  now? 

Mr.  Faeeell.  Or  at  any  time,  as  far  as  my  personal  knowledge  is 
concerned. 

Mr.  Bartlett.  You  are  not  familiar  with  the  former  history 
about  the  rail  pool? 
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Mr.  Faerell.  I  am  not  familiar  with  the  history  of  the  business 
fhat  was  referred  to  yesterday,  before  the  organization  of  the  steel 
corporation,  or  the  testimony  that  has  been  given  here  by  other 
witnesses. 

Mr.  Bartlett.  These  independents  do  the  same  thing  with  re- 
spect to  selling  their  products  cheaper  abroad  that  the  steel  corpo- 
ration has  done? 

Mr.  Farrell.  They  are  doing  the  same  thing.  I  am  glad  to  say 
that  they  are  increasing  their  foreign  business  very  much. 

Mr.  Bartlett.  The  chairman  yesterday  read  a  copy  of  a  letter 
from  the  Illinois  Steel  Co.,  dated  March  17,  1904,  in  which  the  rails 
were  being  offered  to  Mr.  Jackson,  the  president 

Mr.  Faerell.  The  president  of  the  Tamaulipas  Kailroad. 

Mr.  Baetlett.  The  Tamaulipas  Railroad,  of  Texas;  yes. 

I  want  to  read  another  letter.  Here  is  a  letter  that  I  find  from 
H.  F.  Martin,  who  was,  on  April  14,  1904,  the  general  manager  of 
sales  of  the  Pennsylvania  Steel  Co.     Do  you  know  him? 

Mr.  Faerell.  There  is  a  Mr.  Martin,  general  sales  agent.  I  do 
not  recall  his  initials. 

Mr.  Baetlett.  On  April  14,  1904,  it  seems  that  he  addressed  a  let- 
ter to  the  same  parties  to  whom  the  letter  that  was  read  yesterday 
was  addressed — to  C.  Jackson,  president  Ferro-Carril  de  Tamauli- 
pas, Laredo,  Tex. 

The  letter  is  as  follows : 

The  Pennsylvania  Steel  Co., 

Philadelphia,  Pa.,  April  H,  WO.'f. 
Dear  Sie  :  T  rails.     Answering  your  letters  of  March  5  and  March  15,  we- 
have  already  written  you  In  reply  to  these  letters,  addressing  same  to  points 
noted  on  your  letterhead,  "  Nuevo  Laredo,  Mexico,"  and  these  letters  have  been 
returned  to  us  undelivered. 

We  therefore  address  you  at  Laredo,  Tex.,  and  trust  this  letter  will  reach  you 
without  delay. 

We  will  be  pleased  to  furnish  you  1,000  to  1,500  tons  65  or  70  pound  A.  S.  0.  C. 
section  T  rails,  30-foot  lengths,  usual  10  per  cent  shorter  lengths,  first  qualities, 
$34.02  per  ton;  necessary  angle  supplies  plates,  $1.65  per  100  pounds.  All 
f.  o.  b.  cash  our  mills,  with  freight  allowed  to  Laredo,  Tex.  And  upon  final 
delivery  of  these  rails  into  Mexico  we  will  rebate  our  within  prices  for  rails  to 
$26.75  per  gross  ton,  second  quality;  all  other  conditions  are  noted  herein. 

If  favored  with  your  order,  we  will  give  same  prompt  and  careful  attention, 
shipping  promptly  thereafter  as  vessels  are  available  to  carry  same.     Terms  of 
payment  to  be  satisfactory  to  our  treasurer. 
The  within  for  prompt  acceptance. 

Thanking  you  for  your  Inquiry  and  hoping  to  be  favored  with  your  order, 
Tours,  truly, 

H.  F.  Maetin, 
General  Manager  of  Sales. 

Mr.  Faerell.  What  is  there  about  that  that  appeals  to  you.  Judge 
Bartlett  ? 

Mr.  Baetlett.  Would  that  same  price  be  given  to  a  purchaser  of 
rails  to  be  used  in  the  United  States? 

Mt.  Faerell.  I  could  not  answer  that.  The  letter  is  from  a  com- 
pany with  which  we  have  no  relations  of  any  kind  whatever. 

Mr.  Baetlett.  The  point  suggested  is  that  it  is  very  similar  to 
a  letter  which  was  written  by  the  manager 

Mr.  Faerell  (interposing).  The  probabilities  are  that  they  would 
manufacture  those  rails  at  Sparrows  Point,  perhaps  from  Cuban  ore 
and  foreign  speigeleisen  and  foreign  ferro  manganese  on  which  they 
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would  get  a  drawback  from  the  Government  when  they  export  it, 
and  in  order  to  collect  the  drawback  from  the  Government  they 
would  have  to  have  evidence  of  exportation.  The  only  way  they 
could  get  exportation  evidence  is  to  have  the  landing  certificate  in 
Mexico.  The  term  they  employ  there  is  not  mysterious.  It  is  one 
that  is  required  by  law. 

Mr.  Bartlett.  Then  it  was  the  custom,  both  of  the  Steel  Corpora- 
tion and  of  the  independents,  to  sell  rails  cheaper  abroad  than  at 
home? 

Mr.  Faeeell.  Apparently ;  from  that  letter. 

Mr.  Baetlett.  It  was  the  practice  of  the  Steel  Corporation  to 
do  so? 

Mr.  Faeeell.  I  stated  so  yesterday. 

Mr.  Baetlett.  Yes;  and  you  do  not  know  of  your  own  knowl- 
edge whether  other  steel  rail  manufacturers  did  the  same  thing? 

Mr.  Faeeell.  Occasionally  they  get  business  that  we  have  been 
very  anxious  to  get,  so  that  we  naturally  suppose  that  they  have  sold, 
perhaps,  at  a  lower  price  than  we  have.  • 

Mr.  Baetlett^  When  were  you  in  charge  of  the  United  States 
Steel  Products  Export  Co.  ? 

Mr.  Faeeell.  At  the  time  of  the  formation  of  the  company,  Octo- 
ber 1,  1903. 

Mr.  Baetlett.  In  1904  you  were  the  president  of  the  company  ? 

Mr.  Faeeell.  I  was  the  president  of  the  company ;  yes. 

Mr.  Baetlett.  Some  time  in  1904  was  there  sold  by  the  Steel  Cor- 
poration a  large  lot  of  rails  to  the  Canadian  Pacific  Railway?  Do 
you  remember? 

Mr.  Farrell.  I  saw  that  mentioned  in  one  of  the  hearings  here.  I 
made  a  note  of  that. 

Mr.  Reed.  While  that  is  being  found,  I  would  like  to  suggest  that 
the  evidence  shows  that  a  large  part  of  the  ores  used  by  the  Pennsyl- 
vania Steel  Co.  has  come  from  abroad.  Consequently  they  would 
get  a  larger  rebate  from  the  Government  on  their  commodities  than 
would  the  Steel  Corporation. 

Mr.  Bartlett.  Yes.    The  drawback,  you  mean. 

Mr.  Reed.  Their  drawback ;  yes. 

Mr.  YoTjNG.  That  duty  on  the  Cuban  ore  is  only  12  cents,  is  it  not  ? 

Mr.  Fareell.  At  the  present  time  it  is,  but  in  1904  it  was  40  cents  a 
ton. 

Mr.  Young.  Yes ;  that  was  before  the  reduction. 

Mr.  Reed.  That  ore  runs  rather  low  in  iron,  too,  so  that  there  are 
several  tons  of  ore  to  a  ton  of  rails. 

The  Chaieman.  That  duty  on  the  Cuban  ore  is  not  on  the  metallic 
content,  but  on  the  otoss  weight  as  it  comes  in  ? 

Mr.  Reed.  Yes.  That  is  why  there  is  more  than  12  cents  drawback 
on  a  ton  of  rails. 

Mr.  Faeeell.  The  duty  is  15  cents,  but  there  is  a  preferential  tariff 
x>i  20  per  cent,  which  brings  that  down  to  12  cents. 

Your  question,  Judge  Bartlett,  was  in  connection  with  the  Cana- 
dian  Pacific  Railway  ? 

Mr.  Baetlett.  Yes ;  some  time  in  1904. 

The  Chairman.  I  want  to  get  this  drawback  statement  in  my  head^ 
if  you  will  pardon  me  for  a  moment,  Judge. 

Mr.  Baetlett.  Very  well. 
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The  Chairman.  Do  they  get  a  drawback  on  the  total  amount  of 
ore  imported  to  make  a  ton  of  metal  ?    Is  that  it  ? 

Mr.  Farrell.  Mr.  Hughes  could  answer  that  question  while  I  am 
looking  through  my  papers.  Would  you  permit  Mr.  Hughes  to 
answer  that  question  ? 

The  Chairman.  I  do  not  care,  just  so  it  is  answered.  I  want  to 
know,  for  my  own  information. 

Mr.  Hughes.  The  total  amount  of  the  duty  paid  on  any  imported 
material  used  in  the  manufacture  of  products  exported  is  rebated  by 
the  Government  upon  the  showing  of  satisfactory  proofs  of  the  actual 
exportation  of  any  of  the  material  to  >any  foreign  country. 

The  Chairman.  If  it  takes  3  tons  of  Cuban  ore  to  make  1  ton  of 
pig  iron,  or  if  it  takes  3^  tons  of  Cuban  ore  to  make  1  ton  of  steel 
rails,  they  get  a  drawback  on  the  3^  tons  imported  ? 

Mr.  Hughes.  Yes;  less  1  per  cent. 

Mr.  Bartlett.  They  get  99  per  cent  of  the  duty  ? 

Mr.  Hughes.  Yes;  practically. 
*    Mr.  Farrell.  Pardon  me,  Judge  Bartlett,  what  was  your  question  ? 

Mr.  Bartlett.  Whether  in  1904,  or  about  that  time,  the  steel  cor- 
poration sold  to  the  Canadian  Pacific  Railroad  a  large  number  of 
steel  rails? 

Mr.  Farrell.  No. 

Mr.  Bartlett.  It  did  not? 

Mr.  Farrell.  No.  The  United  States  Steel  Products  Co.  had  not 
sold  any  rails  to  them  for  a  period  of  over  six  years. 

Mr.  Bartlett.  Or  the  steel  corporation? 

Mr.  Farrell.  Those  rails  were  evidently  sold  by  the  Pennsylvania 
Steel  Co.,  probably  from  their  tide-water  plant,  and  perhaps  deliv- 
ered to  St.  Johns,  New  Brunswick,  or  somewhere  where  the  water 
freight  might  be  $1.50  or  $2  a  ton.. 

We  are  not  in  the  very  exceptional  position  in  this  export  business, 
in  some  instances,  that  some  of  our  competitors  are  in  who  are  bring- 
ing in  foreign  materials. 

Our  money  is  expended  in  this  country.  We  do  not  buy  20,000,000 
tons  in  Sweden  and  pay  for  it  there.  We  do  not  spend  our  money  in 
•Cuba.    We  are  spending  our  money  in  this  country.     ' 

Mr.  Bartlett.  You  hare  never  sold  the  Canadian  Pacific  Eailroad 
any  rails? 

Mr.  Farrell.  Not  for  several  years. 

Mr.  Bartlett.  Have  you  ever  sold  any  in  Canada  ? 

Mr.  Farrell.  We  have  sold  rails  to  lumber  roads,  and  that  sort  of 
thing.  I  want  to  call  your  attention  to  the  fact,  however,  that  the 
duty  in  Canada  on  rails  is  $7.84  a  ton,  and  that  rails  have  been  manu- 
factured there  for  the  past  eight  years,  I  should  say,  off  hand.  I 
have  the  exact  date  somewhere.  In  that  time  the  Canadian  Govern- 
ment has  paid  $16,000,000  in  bounties  to  the  Dominion  Iron  &  Steel 
Co.,  and  others;  the  Dominion  Iron  &  Steel  Co.  is  the  principal  rail 
manufacturer  in  that  country.  They  have  paid  $16,000,000  in' 
bounties  to  the  Dominion  Iron  &  Steel  Co.  and  the  Algoma  Steel  Co., 
at  Sault  Ste.  Marie,  and  other  steel  and  iron  mills. 

Mr.  Bartlett.  At  what  price  do  they  sell  in  Canada  ? 

Mr.  Farrell.  They  get  from  $32  to  $34  a  ton. 

Mr.  Bartleit.  At  what  price  do  you  sell  to  the  Canadian  pur- 
chaser? 
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Mr.  Faerell.  The  lowest  price  at  which  we  sold  was  $26.60  a  ton. 

Mr.  Baetlett.  Where?    At  the  mill? 

Mr.  Fareell.  F.  o.  b.  our  works;  yes.  As  a  matter  of  fact,  the 
customs  law  in  Canada  makes  it  impossible  to  sell  American  mate- 
rials in  Canada  at  less  than  5  per  cent  below  the  domestic  price. 

Mr.  Baetlett.  You  say  the  price  was  $26.60  ? 

Mr.  Faerell.  Yes.    That  is  5  per  cent  off  of  $28. 

Mr.  Baetlett.  And  the  freight  would  be  what,  to  Montreal  ?  Have 
you  any  idea? 

Mr.  Fareell.  Three  dollars  and  a  half  from  Pittsburgh. 

Mr.  Baetlett.  That  would  be  $30.10  a  ton  at  which  they  would  get 
the  rails? 

Mr.  Fabeell.  Exclusive  of  the  duty,  which  is  $7.84  a  ton. 

In  other  words,  the  Canadian  consumer  of  rails,  in  order  to  buy 
our  rails,  would  have  to  pay  $30.10,  plus  $7.84.  If  we  could  get  any- 
business  in  Canada  the  consumer  would  pay  that,  and  if  he  buys  rails 
in  Canada  he  would  pay  $32  to  the  manufacturers  who  have  partici- 
pated in  the  $16,000,000'  in  bounties. 

Most  of  the  countries  that  are  building  up  these  industries  are 
rather  paternal  with  respect  to  bounties,  aside  from  tariffs.  Would 
you  be  interested  in  knowing  the  duties  on  rails  in  different  coun- 
tries ? 

Mr.  Baetlett.  I  have  no  objection  to  having  that  put  in  the  rec- 
ord, if  joii  wish  to  offer  it. 

Mr.  Fareell.  The  present  duty  in  the  United  States,  under  the 
Payne- Aldrich  law,  is  $3.92.  I  do  not  know  what  it  is  going  to  be 
later,  of  course. 

In  Germany  it  is  $6.03 ;  in  France,  $17.70  a  ton.  These  are  the  du- 
ties on  rails.  In  Russia  it  is  $28.67  a  ton ;  in  Spain,  $11.76.  There 
are  some  very  large  works  in  Spain.  In  Italy  it  is  $11.76 ;  there  are 
very  large  mills  in  Italy.  In  Austria-Hungary  it  is  $12.32.  In 
Canada  it  is  $7.84. 

Mr.  Baetlett.  You  sell  no  rails  to  those  people  in  those  countries  ? 

Mr.  Faerell.  The  duties  are  absolutely  prohibitory.  We  could 
not  overcome  a  duty  of  $28.67  in  Russia,  because  our  freight  to  Rus- 
sia would  be  $5  a  ton.  We  could  not  give  rails  away  and  get  in  the 
country. 

Mr.  Bartlett.  No  American  rails  are  sold  to  Russia — ^to  the  Sibe- 
rian railroads? 

Mr.  Farrell.  A  great  many  years  ago,  at  the  time  the  Chinese 
Eastern  Railway  was  built;  I  think  that  was  about  the  time  of  the 
discussion  of  the  Dingley  tariff. 

Mr.  Baetlett.  1897  ?  ' 

Mr.  Faeeell.  1897 ;  or  it  may  have  been  the  time  that  Gen.  Han- 
cock ran  for  President.    I  think  that  was  in  1884. 

Mr.  Baetlett.  No;  1880. 

Mr.  Faerell.  Was  it? 
Mr.  Bartlett.  Yes. 

You  stated  yesterday  the  price  of  foreign  rails  was  $24.95;  the 
price  for  rails  to  be  used  abroad? 

Mr.  Fareell.  You  asked  me  with  respect  to  a  specific  transaction 
yesterday,  and  I  said  the  resultant  price  on  that  transaction  was 


2730  UNITED   STATES  STEEL  COEPOEATION. 

$24.98.  But,  as  I  have  stated  this  morning,  the  average  price  re- 
ceived on  our  exports  of  rails  over  a  period  of  a  year  and  a  half  is 
;$24.72. 

Mr.  Reed.  About  25  cents  difference. 

Mr.  Fajjrell.  I  find  it  is  exactly  $24.74. 

Of  course,  the  prices  to  those  consumers  of  rails  varied  all  the 
■way  from  $32  a  ton ;  that  is,  the  price  they  paid  for  them. 

Mr.  Baetlett.  They  paid  the  freight? 

Mr.  Faerell.  That  is  their  cost.  The  foreigner  pays  more  for 
his  rails  than  the  consumer  in  this  country. 

Mr.  Baetlett.  He  pays  the  freight? 

Mr.  Faeeell.  But  it  is  his  cost.  The  complaint  is  that  the  Ameri- 
can consumer  pays  more  for  his  material  than  the  foreigner 

Mr.  Baetlett.  If  you  want  to  put  it  in  the  shape  of  a  complaint, 
that  is  all  right;  the  complaint  is  that  at  your  mill  you  sell  rails  to 
be  used  by  the  foreign  consumer  at  less  than  you  sell  them  at  your 
mills — the  same  rails — to  the  home  user.    That  is  the  complaint. 

Mr.  Faeeell.  The  contention,  perhaps,  I  should  have  said.  Judge. 

Mr.  Baetlett.  It  is  rather  the  admission  that  is  made  here,  I  think. 

You  know  W.  G.  Raoul,  who  used  to  live  in  New  York  ? 

Mr.  Faeeell.  Have  you  got  the  same  letter  that  was  read  during 
the  discussion  in  the  Senate  several  years  ago  by  Senator  Bacon, 
then  a  Congressman? 

Mr.  Baetlett.  1904. 

Mr.  Faeeell.  That  was  by  Congressman  Bacon,  I  think. 

Mr.  Baetlett.  Yes,  sir. 

Mr.  Faeeell.  I  remember  tjiat ;  yes.    It  is  rather  antique. 

Mr.  Baetlett.  Yes.    It  is  ancient. 

Mr.  Faeeell.  I  think  that  other  illustration  will  answer  the 
purpose. 

Mr.  Baetlett.  This  selling  of  steel  products  abroad  to  the  foreign 
consumer  at  less  than  you  charge  to  the  home  consumer  is  rather 
antique  and  has  been  continued  for  many  years  ? 

Mr.  Faeeell.  Will  not  that  illustration  of  yesterday  illustrate  the 
point  of  the  Tiimaulipas  rate?    It  is  the  same  thing,  I  presume. 

Mr.  Baetlett.  Yes.    It  is  the  same  thing. 

Mr.  Faeeell.  And  Mr.  Eaoul,  I  think,  was  one  of  your  neighbors 
in  Georgia? 

Mr.  Baetlett.  Yes. 

Mr.  Farelell.  He  was  the  president  of  the  National  Lines  of 
Mexico  at  that  time,  and  he  also  had  investments  in  Mexico,  and  was 
anxious  to  build  railways  there.  Later  on  he  built  a  railroad  in 
Georgia  and  found  he  had  to  pay  more  money  for  rails,  and  was 
indignant. 

]Mr.  Baetlett.  No;  I  do  not  think  he  built  a  railroad  in  Georgia 
afterwards. 

Mr.  Faerell.  Yes ;  he  was  interested  in  a  railroad  there. 

Mr.  Baetlett.  He  was  president  of  the  Central  Railroad  and  the 
Southwestern  Railroad  that  has  been  built  since  1853. 

Mr.  Faerell.  But  they  were  building  extension  lines. 

ISIv.  Baetlett.  He  said  in  this  letter  that  in  1902  he  secured  bids 
on  steel  rails  for  Mexico  from  the  United  States  mills  at  $24  deliv- 
ered at  Tampico,  while  the  price  being  paid  at  the  same  time  for 
rails  for  his  road  in  Texas  was  $28  a  ton  at  the  mill. 

Mr.  Faeeell.  What  year  was  that,  Judge? 
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Mr.  Baktlett.  1904. 

Mr.  Young.  I  thought  you  said  it  was  1902  ? 

Mr.  Baetlett.  1904.    The-  letter  is  dated  1904. 

Mr.  Faerell.  He  refers  to  the  transaction  in  1902, 1  think. 

Mr.  Baetlett.  In  1909,  in  January,  did  not  the  United  States  Steel 
Products  Export  Co.  sell  a  lot  of  standard  rails  for  the  West  Indies 
at  a  price  of  $29.40  per  long  ton  delivered  ?  You  were  the  president 
■of  that  company  at  that  time,  were  you  not  ? 

Mr.  Faerell.  Possibly  that  was  so.  Is  the  transaction  identified 
there,  Judge? 

Mr.  Ba*lett.  No. 

Mr.  Faeeell.  They  may  have  gone  to  Jamaica  or  perhaps  to  Ber- 
muda, or  perhaps  to  Porto  Eico;  I  do  not  know.  They  would  be 
sugar  plantation  rails.    I  do,  not  think  they  were  of  heavy  section. 

Mr.  Baetlett.  In  January,  1909,  did  not  the  same  company  quote 
the  sale  of  open-hearth  standard  steel  rails  for  export  to  China? 

Mr.  Faerell.  What  year? 

Mr.  Baetlett.  In  1909,  in  January. 

Mr.  Faeeell.  Just  a  moment,  please.  No ;  I  have  a  record  here  of 
a  sale  of  1,886  tons  60-pound  rails  to  Kobe,  Japan,  at  $38.20.  delivered 
■c.  i.  f.  Kobe,  Japan. 

Mr.  Baetlett.  Is  that  the  only  one  of  record  in  1909  ? 

Mr.  Faerell.  That  is  the  only  memorandum  I  have  with  me.  Un- 
less you  can  identify  these  transactions  it  is  difficult  to  refer  to  there^ 
or  to  remember  them.  , 

Mr.  Bartlett.  I  can  not  give  you  any  more  than  I  have  tried  to 
give  you. 

Mr.  Fareell.  I  do  not  mean  to  question  it,  except  that  of  course,  in 
doing  a  business  of  a  few  million  tons  a  year,  it  is  difficult  to  remem- 
ber particular  instances. 

Mr.  Bartlett.  At  what  price  was  that  sale,  $34  ? 

Mr.  Faerell.  That  transaction  was  at  $38.20. 

Mr.  Baetlett.  What  were  the  freight  charges  on  it  ? 

Mr.  Faerell.  I  can  give  them  to  you.  Those  rails  netted  us  $31 
at  the  mill.  That  price  may  sound  strange,  but  at  that  time  there 
was  quite  a  boom  in  the  iron  and  steel  industry  abroad  and,  in  fact, 
in  this  country,  and  export  prices  were  high. 

IMr.  Baetlett.  The  freight  charges  were  about  $5.60  a  ton? 

Mr.  Faeeell.  Yes. 

Mr.  Beall.  $7.20  difference? 

Mr.  Bartlett.  I  said  the  freight  charges  were  $5.60  a  ton — that  is, 
ocean  freight. 

Mr.  Faerell.  $38.20  was  the  price  c.  i.  f.  Kobe,  delivered,  and  the 
ocean  freight  was  $5.60.  I  should  think  it  would  be  about  $31  at  the 
mill,  taking  $1.60  freight  to  seaboard. 

In  that  year,  Judge  Bartlett,  if  my  recollection  serves  me  right,  the 
prices  we  received  for  rails  for  shipment  to  foreign  countries  was 
higher  than  the  price  we  received  in  the  home  market,  by  reason  of 
the  enormous  demand.  I  think  in  that  year  we  received  $28.12  for 
all  the  rails  we  sold. 

Mr.  Baetlett.  Were  these  open-hearth  standard  steel  rails? 

Mr.  Faeeell.  They  were  Bessemer  rails.  I  know  that,  because 
they  came  from  the  Edgar  Thomson  Works,  and  we  did  not  roll  any 
open-hearth  rails  at  that  plant 
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Mr.  Baktlett.  What  was  the  domestic  price  then  at  the  mill  ? 

Mr.  Faerell.  $28.  In  that  year  we  got  higher  prices  abroad  than 
we  got  in  this  country,  because  of  the  enormous  demand  all  o^s'er  the 
world,  and  the  fact  that  the  foreigners  always  put  their  prices  away 
up  when  they  get  a  chance.  We  try  to  keep  them  on  a  level-price 
basis  here,  but  the  foreigner  generally  gets  a  high  price  when  he  can. 

Mr.  Bartlett.  You  do  not  sell  any  considerable  amount  of  rails 
to  Canada? 

Mr.  Farrell.  Very  few  rails.  Our  rails  would  cost  the  people  over 
there  about  $36  a  ton,  including  the  duty. 

Mr.  Bartlett.  You  do  sell  other  steel  products  of  jouf:  company 
to  Canada  ? 

Mr.  Farrell.  Oh,  yes.    We  sell  a  good  deal  of  material  over  there. 

Mr.  Bartlett.  Is  there  a  difference  in  price  at  the  mill  to  the  people 
who  buy  your  products  in  Canada  and  to  the  people  in  this  country  ? 

Mr.  Farrell.  It  depends  upon  the  geographical  position  of  our 
mill.  In  some  cases  if  we  were  to  ship  from  our  Chicago  plants  or 
our  plants  at  Milwaukee,  with  water  freight  of  75  or  80  cents  to 
Port  Arthur  or  Fort  William,  we  might  get  a  higher  price  for 
material  than  we  would  get  if  we  had  to  pay  a  rail  haul  to  Dubuque, 
Iowa,  or  some  place  like  that.     It  is  all  a  question  of  freight. 

Mr.  Bartlett.  Have  you  any  special  rates  for  freight,  or  any  ar- 
rangement by  which  you  have  special  rates  of  freight  with  the 
Canadian  railroads? 

*  Jlr.  F'arrell.  Absolutely  none.  I  believe  the  Canadian  railroads 
are  under  the  jurisdiction  of  the  Interstate  Commerce  Commission 
on  transcontinental  business.  The  tariffs  are  published  and  there  are 
no  special  rates. 

Mr.  Bartlett.  You  have  no  arrangement  with  them? 

Mr.  Farrell.  Absolutely  none. 

Mr.  Bartlett.  And  none  on  wire  rods,  steel  rails,  nor  blooms? 

Mr.  P'areell.  No.  The  Canadian  Government  pays  a  bounty  of 
$6.72  a  ton  on  rods,  and  has  paid  it  for  a  great  many  years.  It  has 
recently  been  suspended,  but  I  understand  the  new  Government  are 
considering  putting  it  into  effect  again. 

Mr.  Young.  That  is  on  rods,  you  say? 

Mr.  Farrell.  Yes.  The  bounty  paid  on  rods  for  a  number  of 
years  was  $6.72  a  ton.    That  is  the  bounty  alone. 

Mr.  Young.  Yes. 

Mr.  Bartlett.  Did  you  sell  or  quote  prices  for  wire  nails  to  be 
sold  or  delivered  in  China  in  the  early  part  of  1909  ? 

Mr.  Farrell.  We  sell  a  great  many  tons  of  wire  nails  to  China, 
Japan,  and  all  over  the  world. 

Mr.  Bartlett.  What  was  the  price  per  hundred  pounds  at  which 
they  were  sold  and  delivered  on  the  dock  at  New  York? 

Mr.  Farrell.  You  mean  the  basis  price? 

Mr.  Bartlett.  Yes. 

Mr.  Farrell.  The  basis  price  would  be  about  $1.65 ;  but  the  extras 
on  nails  going  to  foreign  markets  are  higher  than  they  are  in  the 
home  market.  The  card  extras  are  higher.  If  we  are  selling  nails  in 
competition  with  the  Austrians  we  will  use  their  card.  We  get  as 
much  as  we  can. 

Mr.  Bartlett.  At  the  same  time,  or  about  the  time  at  which  those 
sales  to  China  were  made  at  $1.65 — that  was  $1.65  at  the  mill  ? 
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Mr.  Faeeell.  No.  That  was  $1.65  at  New  York.  The  freight 
would  be  10|  cents  per  keg  on  them. 

Mr.  Baetlett.  At  the  same  time,  what  was  the  price 

Mr.  Faeeell.  The  freight  would  be  7  cents  from  one  of  our  mills, 
AUentown,  Pa. 

Mr.  Baetlett.  At  the  same  time,  what  was  the  price  at  the  mill  to 
the  American  purchaser? 

Mr.  Faeeell.  I  should  say,  offhand,  and  I  think  it  is  pretty  accu- 
rate, that  the  price  would  be  about  $1.75. 

The  difference  in  the  price  of  wire  nails  for  export  and  domestic 
use  has  been  about  $2  a  ton;  about  10  cents  a  keg. 

Mr.  Baetlett.  In  the  freight  to  be  delivered  at  New  York  for 
domestic  shipment,  what  would  the  freight  be? 

Mr.  Faeeell.  The  freight  would  be  16  cents  from  Pittsburgh  to 
New  York. 

Mr.  Baetlett.  That  would  be  $1.91? 

Mr.  Faeeell.  Yes.  The  freight  from  one  of  our  mills  from  which 
we  do  most  of  our  export  New  York  business,  from  AUentown,  Pa,, 
is  7  cents  a  keg. 

Mr.  Baeti.ett.  That  is  an  advantage  that  the  foreigner  gets  over 
the  home  purchaser. 

Mr.  Faeeell.  By  the  time  the  Chinaman  got  his  nails  to  Tientsin 
or  Hankow,  he  paid  $10  a  keg  for  them.  The  Chinaman  paid  $10  a 
keg  for  them,  and  the  home  buyer  paid  $1.75. 

Mr.  Baetlett.  At  your  mill  ? 

Mr.  Faeeell.  Yes. 

Mr.  Bajstlett.  But  by  the  time  the  man  in  Texas  or  Georgia  got 
them  he  would  have  to  pay  proportionately  for  the  freight,  too, 
would  he  not? 

Mr.  Faeeell.  I  do  not  know  how  that  would  be.  I  notice  the 
Texas  Railway  Commission  recently  has  established 

Mr.  Baetlett.  In  other  words,  the  foreigner  is  not  the  only  man 
that  pays  freight  from  the  port  or  from  the  mill?  The  domestic 
purchaser  pays  the  freight  as  well  as  the  foreigner  ? 

Mr.  Faeeell.  He  is  the  consumer,  and  he  pays  it.  He  pays  it  in 
the  cost.     I  was  going  to  say 

Mr.  Baetlett.  The  domestic  consumer  pays  it  in  the  cost,  and  when 
it  gets  doAvn  to  Georgia  he  has  to  add  the  freight  to  make  up  the 
cost? 

Mr.  Faeeell.  Will  you  bear  with  me  a  moment,  Judge  ? 

Mr.  Baetlett.  Surely. 

Mr.  Faeeell.  If  one  of  your  constituents  bought  a  keg  of  3-penny 
wire  nails,  at  $1.95  a  keg,  he  would  receive  53,987  nails,  and  it  would 
take  him  13  hours  and  16  minutes  to  count  the  nails  in  that  ken; 
and  I  do  not  think  he  would  work  that  long  for  the  price  he  had 
to  pay  for  the  nails. 

Mr.  Baetlett.  That  may  be  all  true;  but  how  does  that  elucidate 
the  matter? 

Mr.  Faeeell.  That  illustrates  the  fact  that  they  are  cheap.  You 
get  53,987  nails  for  $1.95. 

Mr.  Baetlett.  And  the  Chinaman  pays  less  for  them  at  the  mill 
than  the  Georgian  does? 
17042— No.  38—12 3 
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Mr.  Fareell.  The  Chinaman  does  not  pay  less.  We  get  less,  but 
the  Chinaman  pays  $10  a  keg  for  his  nails,  while  the  American  who 
buys  them  here  pays  $1.9r). 

Mr.  Bartlett.  Certainly  the  Chinaman  pays  that,  because  of  the 
distance,  and  he  has  to  pay  the  freight. 

Mr.  Farrell.  Of  course. 

Mr.  Bartlett.  You  get  more  out  of  the  Georgian  than  you  do  out 
of  the  Chinaman  ? 

Mr.  Farrell.  No.  "We  would  not  get  as  much  out  of  him,  perhaps, 
as  we  would  out  of  somebody  else,  because  you  draw  those  nails  from 
our  Savannah  warehouse.  We  ship  them  down  there  by  water,  and 
you  would  not  have  to  pay  as  much  freight  on  nails  as  Mr.  Beall's 
constituents  might,  perhaps,  because  the  freight  in  the  case  of  his 
constituents  would  be  more. 

Mr.  Bartlett.  Still,  when  my  constituent  buys  the  nails  from  the 
Savannah  warehouse,  he  has  to  pay  the  freight,  just  as  the  Chinaman 
does? 

Mr.  Farrell.  Yes. 

Mr.  Bartlett.  My  proposition  was  to  demonstrate  or  establish 
that  at  the  factory  the  price  of  these  products  is  cheaper  when  they 
are  exported  than  it  is  to  the  home  consumer,  and  I  think  I  have  done 
that. 

You  spoke  about  your  export  business,  and  you  used  the  words  that 
in  times  of  depression  you  dumped  your  products  in  foreign  coun- 
tries ? 

Mr.  Farrell.  I  beg  your  pardon,  Judge;  I  did  not.  I  said  that 
was  the  pi-actice  before  the  formation  of  the  United  States  Steel 
Corporation. 

I  want  to  be  clear  on  that.  We  have  never  indulged  in  any  dump- 
ingtactics  since  the  Steel  Corporation  was  formed. 

We  have  endeavored  to  build  our  business  up  in  these  foreign 
markets  and  convert  it  into  a  money-making  business. 

In  the  days  of  the  Carnegie  Steel  Co.,  however,  and  in  some  of 
the  older  companies,  they  would  sell  their  materials  at  cost  or  less  at 
diiferent  times  abn)ad,  and  as  soon  as  the  home  business  would  im- 
prove they  would  not  sell  them  at  all.  That  was  the  reason  they 
always  had  to  sell  at  low  prices  when  they  wanted  to  do  any  business 
abroad,  because  they  only  sold  when  they  did  not  have  any  trade 
at  home. 

Mr.  Bartlett.  You  said  also  that  the  German  people  enjoyed 
something  in  the  way  of  bounties  on  steel  exports.     Is  that  true? 

Mr.  Farrell.  That  is  contributed  by  all  the  manufacturers.  The 
government  does  not  pay  any  bounties  on  steel  production.  They 
contribute  their  portion  through  reduced  rates  on  state  railways. 

For  example,  a  mill  located  at  Dusseldorf  in  Germany  does  not 
have  to  take  into  consideration  at  all  the  freight  from  Dusseldorf 
to  Antwerp  or  Rotterdam.  The  steamship  company  operating  un- 
der a  subsidy  from  the  government  there  makes  a  through  rate  from 
Dusseldorf,  we  will  say  to  Smyrna  in  Turkey,  or  Constantinople, 
which  absorbs  the  rate. 

Mr.  Young.  Which  absorbs  the  rail  rate? 

Mr.  Farrell.  Yes. 

Then  the  coal  miner,  the  company  that  produces  the  coal,  the  com- 
pany that  produces  the  coke,  the  company  that  produces  the  pig  iron 
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and  the  steel,  all  contribute  pro  rata  to  the  man  who  finally  finishes 
the  material  and  who  exports  it. 

Mr.  Baetlett.  There  is  no  law  in  Germany  on  this  subject  that 
you  know  of?  Is  there  any  law  that  grants  cooperative  bounties  on 
steel  products  for  export? 

Mr.  Faekell.  There  are  no  laws  that  I  am  aware  of  in  Germany; 
but  I  know  the  Government  is  very  paternal,  because  I  happened  to 
be  in  Germany  two  years  ago  last  December 

Mr.  Baetlett.  What  do  you  mean  by  "  paternal "  in  that  respect  ? 

_Mr.  Fa^eell.  That  is,  they  encourage  their  manufacturers  by  per- 
mitting these  contributions  by  the  miners  and  producers  of  the  raw 
material  to  the  man  that  finishes  the  product,  and  they  absorb  these 
inland  freight  rates,  through  a  system  of  steamship  rates. 

Mr.  Baetlett.  The  Government  owns  the  railroads? 

Mr.  Faeeell.  The  Government  owns  the  railways  and  controls 
the  canals.    I  refer  to  the  Prussian  state  railways,  of  course. 

Mr.  Baetlett.  With  reference  to  the  cost  of  production,  either 
here  or  abroad,  is  that  a  stable  matter?  Does  not  the  cost  of  produc- 
tion vary  both  here  and  abroad? 

Mr.  Faeeell.  Yes;  to  some  extent. 

Mr.  Baetlett.  It  varies  from  year  to  year,  and  sometimes  from 
month  to  month,  does  it  not? 

Mr.  Faeeell.  Yes ;  it  is  a  variable  factor. 

Mr.  Baetlett.  And  it  differs  in  various  countries?  For  instance, 
it  will  be  one  thing  in  Great  Britain  and  another  thing  in  Ger- 
many.   Their  cost  of  production  differs,  does  it  not  ? 

Mr.  Faeeell.  Yes;  I  rather  imagine  their  cost  of  production  is 
likely  to  increase  over  there,  in  view  of  some  legislation  that  is 
going  on. 

Mr.  Baetlett.  It  is  a  fact,  however,  that  the  cost  of  production  in 
this  country  is  not  a  fixed  thing,  is  it? 

Mr.  Faeeell.  The  cost  of  production  in  the  manufacture  of  steel 
is  largely  a  question  of  the  cost  of  labor  in  producing  the  material. 
T  would  like  to  give  you  a  statement  of  the  wages,  for  example,  paid 
in  one  indiistry,  if  I  have  it  here.    May  I  do  that  ? 

Mr.  Baetlett.  Certainly. 

Mr.  Faeeell.  Take  the  manufacture  of  tin  plate;  the  total  labor 
cost  in  the  manufacture  of  a  ton  of  tin  plate  in  this  country  is  $22.95 
a  ton.  That  is  the  total  labor  cost.  In  Wales  the  total  labor  cost  is 
$12.73  a  ton.  There  is  a  difference,  in  the  labor  cost  alone,  of  $10.22 
per  ton  as  between  the  wages  paid  in  this  country  and  the  wages  paid 
in  Wales.  This  information  is  absolutely  authentic.  We  pay  rollers 
$9.76  a  ton  in  the  tin  mills,  and  in  Wales  they  get  $4.55.  We  pay 
openers,  the  men  who  take  the  plates  when  they  come  from  the  rolls 
and  open  the  plates — they  are  rolled  in  what  we  call  "  doubles  " — 
$0.42^  in  this  country,  and  in  Wales  they  receive  $0.30  a  ton. 

The  picklers,  the  men  that  pickle  the  clean  plates  and  remove  the 
scales,  receive  48  cents  a  ton  in  this  country  and  27^  cents  in  Wales. 

The  annealers,  who  soften  the  plates,  receive  87  cents  a  ton  here 
and  66  cents  a  ton  in  Wales. 

The  cold  rollers  receive  52  cents  a  ton  here  and  20  cents  a  ton  in 
Wales.  For  general  mill  operation — that  is,  the  labor  around  the 
mill — ^we  pay  $3,325  in  this  country  per  ton,  against  1.66  in  Wales. 
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The  white  picklers,  the  men  who  finally  clean  the  sheets  before  they 
are  tinned,  receive  37^  cents  in  this  country,  against  27  cents  a  ton 
in  Wales. 

The  washers  receive  $1,555  a  ton  in  this  country,  against  $1,245  in 
Wales. 

The  assorting  cost  in  this  country  is  52  cents,  as  against  41^  cents 
in  Wales. 

Boxing  in  this  country  is  46^  cents,  as  against  20  cents  in  Wales. 

Tinning  costs  $1,324  in  this  country,  as  against  $1,245  in  Wales, 

General  tin-house  expenses  in  this  country  are  $2.44,  .as  against 
$1.22  in  Wales. 

That  is  all  for  labor.  That  explains,  to  some  extent,  the  difference 
in  the  cost  of  production. 

Mr.  Bartlett.  You  refer  there  to  what  coimtry? 

Mr.  Faebell.  To  Wales.  That  is  the  only  country  that  produces 
tin  plates  to  any  extent.  They  furnish  600,000  tons  a  year.  It  is 
the  home  of  the  tin-plate  industry. 

Three  years  ago  I  made  a  personal  study  of  the  conditions  in  the 
iron  and  steel  industries  in  Europe — that  is,  the  labor  conditions — 
and  I  obtained  my  figures  from  the  manufacturers,  and  in  many  in- 
stances they  came  from  the  labor  unions,  so  that  the  figures  are 
absolutely  correct. 

The  result  of  the  complication  of  our  figures  showed  that  we  paid 
in  this  country  in  the  iron  and  steel  industry  two  and  one-fifth  times 
the  wages  paid  in  Europe. 

Mr.  Babtlett.  How  much  more  efficient  in  the  way  of  producing 
products  is  the  labor  employed  by  you  as  compared  with  the  labor 
employed  in  the  Welsh  mills? 

Mr.  Farrell.  There  was  a  theory  at  one  time  that  the  labor  in 
this  country  was  more  efficient  than  the  skilled  workmen  in  other 
countries,  but  that  time  has  gone  by. 

There  is  one  subject  that  has  not  been  studied  by  political  econo- 
mists ot-  social  engineers,  and  that  is  the  decrease  in  the  efficiency 
of  a  day's  work  as  compared  with  what  it  was  many  years  ago.  I 
do  not  care  whether  it  is  the  laborer  on  your  farm  or  the  man  in 
the  mill,  you  do  not  get  a  day's  work  out  of  a  man  as  compared  with 
what  you  formerly  did.  As  a  matter  of  fact,  he  does  not  have  to 
work  the  same  as  he  formerly  did. 

I  was  comparing  notes  with  Mr.  Ralph 

Mr.  Bartlett.  You  think,  then,  that  the  American  laborer,  with 
the  appliances  and  the  improvements  in  American  machinery,  does 
not  produce  more  in  a  given  number  of  hours  employed  than  the 
foreigner  produces?    Is  that  a  fact  or  not? 

Mr.  Farrell.  It  is  not  a  fact  in  the  steel  industry. 

I  was  comparing  notes  the  other  day  with  the  Director  of  the 
Bureau  of  Engraving  and  Printing,  Mr.  Ralph.  He  was  formerly 
a  workman  in  the  steel  works  in  Joliet,  as  a  youth,  contemporane- 
ously with  myself. 

lie  visited  recently  some  of  our  mills  in  the  West,  and  we  were 
talking  about  it  the  other  day,  and  we  both  came  to  the  conclusion 
that  the  workmen  m  the  steel  mills  to-day  were  living  in  paradise 
compared  with  the  workmen  of  30  years  ago,  when  Mr.  Ralph  and 
I  started  in  the  business. 

The  Chaibbian.  At  that  time  the  farm  laborer  got  about  30  cents 
a  day,  and  now  he  gets  $1.50. 
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That  is  true  of  all  laborers,  not  those  in  the  steel  business  alone. 

Mr.  Fakeell.  Yes.  But  if  you  have  men  working  around  your 
place  you  know  if  you  are  getting  as  much  work  out  of  them  as  you 
did  10  years  ago. 

Mr.  Eeed.  This  does  not  apply  to  the  lawyers,  does  it  ?    [Laughter.] 

Mr.  Fakeell.  I  would  not  care  to  make  any  invidious  comparisons, 
because  I  think  if  I  had  to  start  over  again  I  would  study  law 
rather  than  go  into  the  steel  business.  [Laughter.]  I  feel  the 
necessity  of  having  a  legal  education. 

Mr.  Baetlett'.  I  understand  you  to  say  on  this  subject  that  the 
American  laborer  is  not  more  efficient,  with  the  better  surroundings 
he  has  got,  with  the  improved  machinery  in  the  production  of  manu- 
factured products,  than  the  foreign  laborer? 

Mr.  Faekell.  The  steel  industry  has  altered  in  the  last  20  years — 
in  the  last  10  years.  The  hard  work  that  was  formerly  done  in  the 
steel  mills,  the  pulling  and  hauling,  does  not  exist  any  more. 

Mr.  Baetlett.  It  is  done  by  machinery  now? 

Mr.  Faeeell.  It  is  all  a  matter  of  mechanical  appliances  and  elec- 
trical transmission. 

Mr.  Baetlett.  Taking  that  into  consideration,  does  not  the  Ameri- 
can man  in  the  steel  mills,  or  the  manufactories  of  iron  and  steel 
products,  produce  more  in  the  same  number  of  hours  than  the  man 
in  Germany,  for  instance? 

Mr.  Faeeell.  You  are  talking  about  the  skilled  worlonan? 

Mr.  Baetlett.  I  say,  the  American  workmen? 

Mr.  Fakeell.  I  should  say  the  slrilled  workmen  in  this  country  do 
not  produce  any  more  than  they  do  in  any  other  country  a^  the 
present  time. 

Mr.  Baetlett.  What  about  the  other  kind  of  workmen  ? 

Mr.  Faeeell.  I  should  say  there  is  not  very  much  difference  be- 
tween an  ordinary  laborer  around  our  works  and  an  ordinary  la- 
borer on  the  other  side,  except  that  instead  of  getting  one  mark 
fifty  a  day — that  is,  about  37  cents  a  day — he  gets  $1.75  a  day  here. 

Mr.  Baetlett.  Is  not  the  result  of  the  labor — the  output  per  man 
in  your  mills  per  day — greater  than  it  is  in  Germany  or  in  any 
foreign  country? 

Mr.  Faeeell.  Not  in  the  production  of  finished  forms  and  ma- 
terial. 

Mr.  Baetlett.  In  what  sort  of  production  is  it  ? 

Mr.  Faekell.  I  want  to  answer  you  satisfactorily  and  correctly. 
I  should  not  say  that  the  American  laborer  is  any  more  efficient  or 
produces  any  more  material  to-day  than  the  foreigner,  although  he 
gets  two  and  one-fifth  times  as  much  pay  for  doing  the  work. 

Mr.  Baetlett.  If  that  be  true,  how  is  it  that  in  the  manufacture 
of  iron  and  steel  products  the  American  iron  and  steel  manufac- 
turer can  and  does,  with  the  high-priced  labor  and  improved  ma- 
chinery and  appliances,  produce  products  at  a  less  cost  than  the 
foreigner  ? 

Mr.  Faeeell.  You  may  have  information  on  the  subject  that  I  do 
not  possess,  Judge. 

Mr.  Baetlett.  Mr.  Sdhwab  swore  before  this  committee  in  New 

York 

Mr.  Faeeell  (interposing).  I  stated  in  this  brief  that  I  read  on 
the  Good  article  that,  without  mentioning  any  names,  there  had 
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been  a  great  many  careless  statements  made.  I  said  it  was  true  that 
some  extraordinary  claims  as  to  costs  had  been  made  by  gentlemen 
who  had  since  explained  that  they  were  not  based  upon  actual  and 
complete  costs,  and  in  fact  that  investigation  has  shown  that  the  state- 
ments were  carelessly  made. 

Mr.  Bartlett.  Mr.  Carnegie,  the  other  day,  made  similar  state- 
ments, did  he  not? 

Mr.  Farrell.  You  received  his  testimony,  and  you  are  the  best 
judges  of  it. 

ISIr.  Bartleit.  Is  Mr.  Schwab  familiar  with  the  costs? 

Mr.  Farrell.  Oh,  yes.  I  should  say  that  he  is  the  best-posted 
man  in  the  iron  and  steel  business  in  this  country  to-day. 

JVIr.  Bartlett.  You  do  not  apply  the  same  suggestive  criticisms  to 
his  testimony  that  you  do  to  the  testimony  of  Mr.  Carnegie? 

Mr.  Farrell.  I  think  you  have  in  mind  a  statement  he  made  a 
great  many  years  ago,  that  we  could  iJroduce  rails  for  $16  a  ton. 

Mr.  Bartlett.  I  was  speaking  of  a  statement  he  made  before  this 
committee  in  New  York,  in  1911,  some  time  about  August,  m  which 
he  said  that  they  could  produce  steel  and  iron  products  in  this  coun- 
try now  cheaper  than  they  could  abroad. 

Mr.  Farreli..  I  have  never  heard  such  a  statement.  If  it  is  in 
the  record,  I  will  have  it  looked  up. 

Mr.  Bartlett.  It  is  in  the  record,  I  think. 

Mr.  Young.  I  think  the  statement  was  that  he  thought  they  could 
produce  certain  steel  products  in  this  country  as  cheaply,  or  at  about 
the  same  price.  I  think  that  was  the  phrase,  that  they  could  pro- 
duce them  at  about  the  same  price  that  they  could  in  Germany. 

Mr.  Farrell.  That  would  apply  to  one  article  I  have  just  thought 
of.  That  would  apply  to  barbed  wire,  for  example,  because  we  get 
$2  a  ton  more  for  barbed  wire  in  the  foreign  market  than  we  get  here. 

Mr.  Bartlett.  He  stated,  n  my  recollectioUj  that  they  did  not 
need,  now,  any  tariff  to  protect  them  from  foreign  competition,  but 
that  they  might  in  the  future,  when  the  foreigner  became  educated 
and  skilled  enough  to  produce  his  products  as  cheaply  as  the  steel 
people  do  now  here. 

Mr.  Farrell.  That  is  true  in  the  case  of  the  Chinese  pig  iron  that 
I  referred  to  yesterday. 

Mr.  Bartlett.  That  is  my  recollection. 

Mr.  Young.  I  think  that  was  said  in  connection  with  the  matter 
of  rails,  and  he  used  this  illustration:  He  said  that  the  largest  rail 
mill  in  Germany  used  only  500  tons  per  day;  that  the  Gary  plant 
was  capable  of  producing  3,000  tons  per  day,  and  that  a  500-ton 
mill,  other  things  being  equal,  could  not  conipete  with  a  3,000-ton 
mill. 

Mr.  Bartlett.  He  stated  that  ? 

Mr.  Young.  It  was  in  that  connection  that  he  made  this  statement. 
I  think  it  referred  entirely  to  rails.  It  was  a  comparison  with 
Germany. 

The  Chairman.  If  it  suits  your  convenience,  Judge,  we  will  take 
our  recess  at  this  point.     It  is  after  1  o'clock. 

Mr.  Bartlett.  All  right.     I  am  through. 

Whereupon,  at  1.10  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.30  o'clock  p.  m. 
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AFTER  BECESS. 

The  committtee  met,  pursuant  to  the  taking  of  recess,  at  2.30  o'clock 
p.  m.,  Hon.  Augustus  O.  Stanley  (chairman)  presiding. 

TESTIMONY  OF  MR.  J.  A.  FAERELL— Continued. 

Mr.  Baetlett.  I  would  like  to  ask  another  question,  and  then  I 
am  through.  Mr.  Farrell,  are  you  familiar  with  the  methods  of 
making  steel  rails  used  by  the  foreign  manufacturers  in  their  plants? 
Are  you  familiar  with  some  of  them,  or  with  any  of  them  ? 

Mr.  Faeeell.  The  process  is  somewhat  similar  in  all  countries. 
There  are  two  processes — the  basic  open-hearth  process  and  the 
Bessemer  process. 

Mr.  Baetlett.  Mr.  Schwab  said,  on  page  1335  of  the  record  of  this 
hearing,  in  New  York,  in  answer  to  a  question  by  Mr.  Sterling. 

Tes ;  and  to-day  we  can  make  rails  just  as  cheap  as  they  can — 

He  was  speaking  about  foreign  manufacturers — ■ 

But  suppose  they  duplicated  our  plants  and  methods,  and  they  also  had  this 
cheaper  labor  and  transportation.     Then,  of  course,  they  could  beat  us. 

Will  you  agree  with  Mr.  Schwab  that  to-day  we  can  make  rails 
just  as  cheap  as  the  foreigner,  for  the  reason  that  they  have  the 
better  facilities,  approved  methods,  machinery,  and  things  of  that 
sort? 

Mr.  Faeeell.  I  do  not  agree  with  Mr.  Schwab  in  that  statement,  if 
that  answers  your  question. 

Mr.  Baetleti'.  But  Mr.  Schwab  is  a  very  high  authority. 

Mr.  P^aeeell.  He  is.     He  is  an  excellent  authority  in  the  steel 
business;  and  while  Mr.  Schwab  may  be  correct,  at  the  same  time  you. 
asked  me  if  I  agreed  with  him,  and  I  am  making  a  reply. 

I  know  that  European  rail  mills  possess  all  the  facilities  with  re- 
spect to  machinery  and  appliances  that  we  possess. 

Mr.  Baetlett.  Then  at  the  present  time  it  is  your  opinion  that 
they  are  equally  fitted  in  capacity  to  produce  rails  as  you  are? 

Mr.  Faeeell.  As  a  matter  of  fact,  we  are  copying  a  great  many 
of  their  processes.  In  the  utilization  of  blast  furnace  gases,  for  ex- 
ample, and  the  re(;overy  of  by-products  in  coke  ovens  we  have  copied 
them.    Probably  most  of  them  were  German  inventions. 

Mr.  Baetlett.  What  enables  us  to  produce  steel  rails  in  this 
countrj'^  as  cheap  as  they  can  abroad? 

Mr.  Faeeell.  ^Mr.  Schwab  made  that  statement, 

Mr.  Baetlett.  You  don't  agree  with  him? 

Mr.  Faeeell.  I  can  not  agree. 

Mr.  Baetlett.  Very  well.    That  is  all. 

Mr.  Gaednee.  Do  you  know  a  publication  known  by  the  name  of 
«A  Decade  in  United  States  Steel  "? 

Mr.  Faeeell.  Was  that  a  pamphlet  written  by  a  man  named  Hazen, 
a  reporter  on  the  Wall  Street  Journal  ? 

Mr.  Gaednee.  The  name  of  the  author  I  do  not  think  appears  on 
it.    It  was  published  by  Dow,  Jones  &  Co. 

Mr.  Faeeell.  Yes.    He  sent  me  a  copy. 

Mr.  Gaednee.  Have  you  looked  through  itat  all? 

Mr.  Faeeell.  I  have  not  had  an  opportunity. 
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Mr.  Gardneh.  You  do  not  Imow  whether  it  is  complimentary? 

Mr.  Faerell.  "  With  the  compliments  of  tlie  author,  W.  E.  Hazen." 
I  have  not  looked  it  over;  no,  sir. 

Mr.  Gardner.  Does  it  contain  anyihing  written  at  the  instigation 
of  the  United  States  Steel  Corporation? 

Mr.  Farrell.  I  said  I  had  not  looked  it  over;  I  did  glance  at  a 
paragraph  last  evening.  It  was  not  written  -at  the  instigation  of  the 
United  States  Steel  Corporation,  because  the  paragraph  I  refer  to 
was  not  entirely  complimentary. 

Mr.  Gardner.  I  wondered  if  you  looked  at  the  tables  there  show- 
ing the  production  during  the  period  of  the  last  10  years.  You  are 
unable  to  say  whether  any  of  those  tables  are  correct? 

Mr.  Farrell.  I  would  want  to  examine  it  closely  before  I  would 
venture  an  opinion  on  the  subject. 

Mr.  Gardner.  I  should  rather  suspect  the  other  side  would  dispute 
the  accuracy,  rather  than  the  United  States  Steel  Corporation.  It 
seems  to  me  that  that  book 

Mr.  Farrell  (interposing).  The  probabilities  are  that  most  of  the 
statistics  in  this  book  were  taken  from  our  annual  reports. 

Mr.  Gardner.  Or  from  the  American  Iron  and  Steel  Institute. 

Mr.  Farrell.  Yes.  The  probabilities  are  that  the  data  in  the  book 
are  accurate. 

Mr.  Gardner.  I  am  going  to  try  one  long  last  effort  to  see  if  I  can 
get  it  through  my  head  how  it  is  that  the  price  of  rails  has  remained 
uniform  at  $28  a  ton  and  no  other  steel  prices  have  remained  uniform 
for  the  last  10  years,  and  what  the  difference  is  between  the  two 
situations. 

This  morning,  in  reply  to  a  question,  you  indicated  that  whereas 
no  other  steel  commodities  had  been  actually  stable,  some  of  them 
had  been  relatively  stable? 

Mr.  Farrell.  Yes. 

Mr.  Gardner.  Which  products  have  been  relatively  stable  in  price  ? 

Mr.  Farrell.  I  should  say  that  tin  plate  has  been  fairly  stable. 

Mr.  Gardner.  Is  there  any  competition  in  tin  plate  outside  of  the 
United  States  Steel  Corporation? 

Mr.  Farrell.  Yes ;  there  is  as  much  competition  outside  the  Steel 
Corporation  as  there  is  in. 

JMr.  Gardner.  Who  makes  tin  plate? 

Mr.  Farrell.  About  40  companies  outside  of  the  Steel  Corporation, 
companies  like  the  McKeesport  Tin  Plate  Co.,  the  Phillips  Tin  Plate 
Co.,  the  FoUonsbee  Bros.  &  Co.,  Carnahan,  Jones  &  Laughlin,  etc. 
Jones  &  Laughlin  have  a  very  large  capacity. 

Mr.  Gardner.  You  have  mentioned  great  and  small — Jones  & 
Laughlin  and  a  number  of  small  ones. 

Mr.  Farrell.  Yes. 

Mr.  Gardner.  Who  are  the  customers  for  the  tin  plate? 

Mr.  Farrell.  Canneries,  principally. 

Mr.  Gardner.  Canneries,  principally? 

Mr.  Farrell.  Yes.  For  instance,  the  salmon-packing  trade  uses 
tin  plate  in  very  large  quantities. 

Mr.  Gardner.  Have  you  a,  great,  diversified  line  of  customers  ? 

Mr.  Farrell.  Quite  a  number,  quite  a  good  many.  These  can- 
neries, of  course,  are  all  over  the  country.  There  is  a  great  deal  of 
fruit  canned  in  New  York,  a  great  deal  of  corn  canned  in  Maine,  and 
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there  is  a  great  deal  of  salmon  canned  in  Oregon  and  Washington; 
peaches  in  Delaware,  and  so  on.  Paint  and  oil  companies  use  large 
quantities  of  tin  plate. 

Mr.  Gardner.  .  There  is  a  large  tin  can  company,  is  there  not,  the 
American  Tin  Can  Co.,  outside  of  the  Steel  Corporation  ? 
Mr.  Farrell.  There  is  a  concern  called  the  American  Can  Co. 
The  Chairman.  In  that  connection  I  would  like  to  get  the  account 
of  the  rebate  given  by  the  United  States  Steel  Corporation  to  these 
other  large  customers,  if  he  knows  about  it. 

Mr.  Gardner.  Is  there  a  rebate  given  by  the  United  States  Steel 
Corporation  ? 
The  Chairman.  In  the  minutes  there  was. 

Mr.  Farrell.  I  am  only  familiar  with  the  sales  department  since 
I  became  president,  February  1,  1911.     But  I  know  that  during  that 
time  the  Standard  Oil  Co.  and  every  other  company  were  sold  at  a 
flat  price. 
Mr.  Keed.  To  what  minutes  do  you  refer? 
The  Chairman.  The  Carnegie  Co.'s  minutes. 
Mr.  Gardner.  Prior  to  the  absorption  ? 
The  Chairman.  Yes. 

Mr.  Gardner.  I  will  take  that  up  a  little  later. 
What  I  am  trying  to  get  at  is  this:  In  explaining  this  situation 
of  $28  a  ton  for  a  steel  rail,  some  previous  witness  pointed  out  the 
fact,  and  you  have  indicated  it,  that  there  are  only  four  or  five  cus- 
tomers for  steel  rails,  that  they  are  large  customers 

Mr.  Fareell.  You  mean  producers? 

Mr.  Gardner.  Customers ;  that  is  to  say,  there  are  a  few  railroads. 
Mr.  Farrell.  I  should  say  there  are  great  numbers  of  them,  great 
numbers  of  railroads. 

Mr.  Gardner.  Great  numbers  of  railroads  that  are  large  cus- 
tomers ? 

Mr.  Farrell.  Yes,  sir ;  great  numbers  of  them.  For  example,  take 
the  Chicago  &  Northwestern.  You  might  not  consider  it  a  great  rail- 
road compared  with  the  New  York  Central,  but  so  far  this  year  they 
have  bought  probably  more  rails  than  the  New  York  Central? 

Mr.  Gardner.  How  do  you  account  for  it?  I  will  put  it  that  way. 
That  the  price  of  steel  rails  remained  $28  and  that  the  price  of  all 
other  steel  commodities  varies? 

Mr.  Farrell.  Mr.  Gardner,  my  answer  to  that  question  is  that  .the 
cost  of  producing  steel  rails  has  constantly  increased  over  the  past  10 
years.  If  you  have  an  article  that  as  a  manufacturer  you  consider 
is  reasonable  in  price,  you  are  not  likely  to  reduce  the  price  of  it 
materially,  if  it  is  constantly  costing  you  more  to  make  it,  having  in 
mind  and  having  regard  for  the  enormous  investment  in  the  plant 
that  is  producing  that  article. 
Mr.  Gardner.  Why  don't  you  go  up  in  price  ? 

Mr.  Farrell.  We  are.  The  Lehigh  Valley  Kailroad  has  paid 
$34,50  for  some  rails;  about  $34.50. 

Mr.  Gardner.  I  am  afraid  I  will  have  to  go  back  another  step, 
then,  and  say:  Is  there  any  difference  in  the  specifications  of  $28 
rails  made  for  one  railroad  companj^  and  made  for  another  railroad 
company,  or  is  the  standard  $28  rail  always  the  same  specification? 
Mr.  Farrell.  Oh,  no.  There  are  dozens  of  specifications.  That  is 
the  difficulty. 
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Mr.  Gardner.  All  at  $28. 

Mr.  Farrell.  It  depends.  If  the  ranges  of  carbon  and  phosphorus 
are  within  certain  limits,  the  manufacturer  does  not  increase  the 
price,  but  when  the  specifications  caU  for  the  inclusion  of  titanium 
or  vanadium,  or  chrome,  or  other  alloys,  such  as  tungsten,  material 
such  as  vanadium,  as  I  stated  this  morning,  at  $4  per  pound,  and 
nickel. 

Mr.  Gardner.  I  understand  that  perfectly  well.  But  what  I  ask  is 
this :  As  to  the  rails  you  sell  at  $28  a  ton,  are  they  always  the  same 
specifications?  The  $28  rails  you  sell  to  one  company,  are  they  the 
same  specifications  as  the  $28  rails  you  sell  to  another  company  ? 

Mr.  Farrell.  No;  not  exactly.  For  instance,  a  railroad  might 
specify  for  what  is  known  as  the  American  Societ}^  of  Civil  Engi- 
neers' specification.  Another  railroad  might  specify  for  what  is 
known  as  American  Maintenance  of  Way  specifications,  etc. 

Mr.  Gardner.  Tliere  are  certain  standard  specifications  that  are 
all  at  $28  a  ton?     Is  that  the  fact? 

Mr.  Farrell.  Yes;  practically.  I  would  like  to  add  something 
to  that.  That  the  conditions  of  inspection  are  sometimes  different. 
Some  railroads  will  accept  rails  that  have  less  physical  tests  and 
less  inspection  than  others.  We  might  sell  those  rails  at  $28  a  ton. 
Another  railroad  might  want  three  or  four  drop  tests.  We  call  a 
drop  test  bringing  a  heavy  trip  hammer  down  on  the  rail,  to  test  its 
ductility.  If  that  expense  is  not  materially  increased,  we  will  sell 
the  rail  at  $28. 

What  we  have  been  trying  to  do  is  to  make  a  satisfactory  rail. 

Mr.  Gardner.  But  this  price  for  these  standard  specification  rails 
remained  the  same,  at  $28,  year  in  and  j'ear  out? 

Mr.  Farrell.  While  they  have  remamed  at  $28.  I  do  not  think 
they  will  remain  at  $28. 

Mr.  Gardner.  But  they  have  hitherto  remained  at  $28. 

Mr.  Farrell.  For  some  time. 

Mr.  Gardner.  Wliat  I  am  trying  to  get  through  my  head  is  why 
this  phenomenon  presents  itself  in  the  case  of  steel  rails  and  not  in 
respect  of  any  other  steel  products. 

Mr.  Farrell.  I  thought  I  had  answered  that  question. 

Mr.  Gardner.  No.  Wliat  you  have  said  is  that  it  has  been  ever 
increasing  in  cost  to  produce.  But  that  has  been  true  of  a  great 
many  other  products  besides  steel  rails. 

Mr.  Farrell.  I  said  it  is  true  in  the  price  of  tin  plate,  because  the 
cost  of  i3ig  tin  is  constantly  going  up.  We  are  paying  $900  a  ton  for 
pig  tin  now,  and  we  paid  $600  a  ton  for  pig  tin  two  years  ago. 

Mr.  Gardner.  Is  not  the  price  of  making  seamless  tubes  constantly 
going  up  ? 

Mr.  Farrell.  I  should  not  say  so. 

Mr.  Gardner.  What  else  is  going  up  besides  rails  and  tin  plate? 

Mr.  Farrell.  In  finished  materials? 

Mr.  Gardner.  Semifinished  or  finished  ? 

Mr.  Farrell.  Without  going  over  the  immense  number  of  prod- 
ucts I  could  not  tell  you  omiand. 

Mr.  Gardner.  It  does  not  seem  to  me  to  be  a  sufficient  explanation 
for  the  single  phenomenon  of  rails  remaining  at  $28  a  ton  to  say 
merely  that  the  cost  of  producing  those  rails  has  increased.    The  only 
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answer  to  that  is,  if  the  cost  of  producing  the  rails  increases,  your 
price  would  probably  go  up,  too,  in  the  ordinary  course  of  the  market. 

What  I  have  been  trying  to  get  through  my  head  is  why  this 
phenomenon  came  to  strike  in  in  the  transaction  between  all  steel- 
rail  manufacturers  and  one  particular  class  of  customers,  to  wit,  the 
railroads,  and  does  not  strike  in  between  the  steel  manufacturers  and 
all  other  classes  of  customers  ? 

Mr.  Faerell.  I  have  endeavored  to  answer  that  question  to  the 
best  of  my  knowledge  and  ability,  and  I  can  only  repeat  the  state- 
ment that  I  made,  that  the  cost  of  manufacturing  rails  has  apparently 
increased  over  a  period  of  10  years,  and  the  price  was  considered  a 
fair  price,  and  it  has  not  been  reduced.  The  probabilities  are  it  will 
be  increased. 

Mr.  Gardner.  Has  any  railroad  ever  asked  for  a  reduction  in  the 
price  except  J.  J.  Hill  ? 
_  Mr.  Fakeell.  I  don't  recall ;  Mr.  Hill  did  not  ask  for  any  reduc- 
tion in  price? 

Mr.  Gardner.  He  did  not  ? 

Mr.  Farrell.  He  complained  that  rails  were  sold  in  the  foreign 
markets  for  less  than  they  were  in  the  United  States.  But  since  he 
built  his  railroad  into  Canada  and  paid  $4  a  ton  more  for  rails  than 
we  were  selling  him  his  rails  for  in  the  United  States,  we  have  not 
heard  any  complaint  from  him. 

Mr.  Gardner.  No  railroad  has  ever  come  to  you  and  said,  "We 
wish  to  get  these  standard  specification  rails  at  less  than  $28  "  ? 

Mr.  Farrell.  Never  to  my  knowledge.  The  railroads  for  many 
years  have  told  us  that  if  we  would  take  all  the  chances  of  producing 
a  rail,  and  would  furnish  them  rails  without  inspection,  would  guar- 
antee the  quality  of  the  rails  for  a  period  of  five  or  six  years,  arid 
assume  consequential  damages  in  the  case  of  accident,  they  would 
pay  us  any  price  we  asked  for  rails. 

Mr.  Gardner.  I  can  quite  understand  that. 

Mr.  Farrell.  That  is  recently,  too. 

Mr.  Gardner.  Have  any  of  your  competitors-  in  the  steel  business 
ever  been  to  you  and  suggested  the  putting  up  of  the  price  of  rails  ? 

Mr.  Farrell.  No. 

Mr.  Gardner.  Have  any  of  them  complained  that  the  price  of  rails 
was  too  low? 

Mr.  Farrell.  Never  to  my  knowledge. 

Mr.  Gardner.  Have  any  of  them  pver  come  and  suggested  putting 
down  the  price  of  steel  rails? 

Mr.  Farrell.  No. 

Mr.  Gardner.  Now,  there  is  the  thing,  and  I  will  say  this:  You 
are  answering  the  question  just  as  satisfactorily  as  any  other  witness 
we  have  had.  But  there  is  a  perfectly  mysterious  product.  In  spite 
of  the  changed  conditions  of  business,  in  spite  of  the  increase  in  cost, 
in  spite  of  the  increase  in  the  value  of  iron  ore,  in  spite  of  improve- 
ments in  machinery,  on  the  other  hand,  which  might  lower  the 
price- 


Mr.  Farrell  (interposing).  They  do  not  lower  the  metallurgical 
cost. 

Mr.  Gardner.  Probably  not.  And  in  spite  of  reasons  to  raise 
prices,  in  spite  of  reasons  working  to  depress  prices,  for  10  years 
nobody,  either  purchaser  or  seller  of  steel  rails,  has  suggested  an 
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alteration  of  that  price.  It  is  a  phenomenon  which  is  so  remarkable 
that  without  adequate  explanation  it  would  seem  as  if  it  was  running 
on  the  momentum,  of  the  old  agreement  at  $28.  .  That  is  to  say,  there 
was  an  agreement  in  the  past  which  you  know  nothing  about 

Mr.  Faeeell  (interposing).    Correct. 

Mr.  Gaedner  (continuing).  And  about  which  we  have  plenty  of 
evidence;  and  that  the  momentum  of  that  agreement  was  still  carry- 
ing its  results  with  it  at  the  present  time,  because  we  have  as  yet  had 
no  adequate  explanation  of  that  phenomenon. 

Now,  I  am  perfectly  willing  to  say  that  I  do  not  think  there  is 
any  evidence  at  all  that  you  gentlemen  are  meeting  together  and 
setting  the  price  of  steel  rails.  I  do  not  believe  it  for  a  minute.  I 
believe  you  never  mention  the  price  of  steel  rails.  You  take  it  as  a 
matter  of  course,  don't  you  ?    It  is  never  discussed,  is  it  ? 

Mr.  Faerell.  It  may  be  habit. 

Mr.  Gardner.  Whatever  it  is.    But  where  everything  else  is  fluc- 
tuating and  steel  rails  do -not,  it  seems  to  me  that  a  man  naturally 
says,     Well,  in  what  does  steel  rails  differ  from  other  products? 
and  the  first  thing  that  strikes  him  is  that  the  railroads  are  the 
customers. 

Mr.  Farrell.  Of  course,  we  have  matters  running  through  our 
minds  all  the  time,  as  we  have  at  the  present  time.  We  have  a  mat- 
ter running  through  our  mind  just  now  of  spending  six  and  a  half 
million  dollars  on  a  rail  mill  to  bring  it  up  to  a  miodern  state  of 
eflBciency. 

Mr.  Gardner.  The  Edgar  Thomson  Mills? 

Mr.  Farrell.  The  Edgar  Thomson  Mills.  Now,  six  and  a  half 
million  dollars  to  partly  rebuild  a  rail  mill  would  pay  for  a  great 
many  rails. 

Mr.  Gardner.  You  think  that  if  the  railroads  were  not  your  cus- 
tomers for  steel  rails  that  there  would  be  any  such  inflexible  price? 

Mr.  Faerell.  I  could  not  answer  that  question. 

Mr.  Gaednee.  I  have  a  list  here  which  apparently,  on  the  face  of  it, 
says  that  the  Lackawanna,  the  Bethlehem,  the  Cambria,  the  United 
States  Steel  Corporation,  the  Pennsylvania  Steel  Co.,  and  the  Colo- 
rado Fuel  &  Iron  Co.  are  the  only  companies  that  malte  standard 
rails. 

Mr.  Faeeell.  Have  you  mentioned  the  Maryland  Steel  Co.  ? 

Mr.  Gaednee.  I  was  about  to  ask  you  whether  that  was  a  full  list. 
I  have  not  mentioned  the  Maryland  Steel  Co.  Can  you  think  of  any 
others  ? 

Mr.  Fareell.  Well,  the  Eepublic  Iron  &  Steel  Co.  have  a  rail  mill, 
but  they  have  not  operated  that  rail  mill. 

Mr.  Gaednee.  They  testified  they  were  not  making  rails,  or  some- 
body testified  for  them. 

Mr.  Faeeell.  They  probably  considered  the  returns  in  the  rail 
business  were  not  sufiicient  to  warrant  them  to  put  their  raw  steel 
into  rails.     They  perhaps  preferred  to  put  it  into  tubes  and  plates. 

Mr.  Gaednee.  Does  the  Maryland  Steel  Co.  produce  rails  f 

Mr.  Faeeell.  They  are  large  producers. 

Mr.  Gaednee.  Do  they  make  standard  rails? 

Mr.  Faeeell.  Yes,  sir. 

Mr.  Gaednee.  That  makes  seven  companies  making  standard  rails. 
Has  the  price  of  light  rails  varied? 
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Mr.  Fakkell.  Considerably ;  for  the  reason  that  there  are  no  speci- 
fications. Light  rails  are  rolled,  for  instance,  from  a  defective  billet. 
Take  an  8  or  10  pound  rail  that  has  a  base  no  larger  than  the  top  of 
that  book  [indicating]  and  you  are  going  to  run  a  cane  car  over  it, 
there  is  no  distress  to  the  rail  by  reason  of  the  load  of  five  or  six 
hundred  pounds  of  sugar  cane,  or  something  of  that  kind. 

Mr.  Gardner.  I  am  going  to  read  a  list  of  19  companies  that  make 
light  rails  only : 

Jones  &  Laughlin,  Clearfield  Steel  &  Iron  Co.,  Cumberland  Rolling 
Mill,  Loucks  Iron  &  Steel  Co.,  Fairmount  Steel  Co.,  West  Virginia 
Rail  Co.,  Knoxville  Iron  Co.,  Atlanta  Steel  Co.,  Republic  Iron  & 
.  Steel  Co.  . 

Is  there  a  concern  known  as  the  Miller  or  Weller  Rolling  Mill? 

Mr.  Reed.  I  never  heard  of  it. 

Mr.  Farkell.  Where  is  it  located  ? 

Mr.  Gardner.  I  don't  know. 

Mr.  Farrell.  There  are  some  of  those  names  that  you  read  off  that 
I  never  heard  of ;  for  instance,  the  Clearfield  Steel  &  Iron  Co. 

Mr.  Gardner.  The  Weller  Rolling  Mill,  the  Interstate  Iron  & 
Steel  Co.,  the  Columbus  Iron  Works,  Ohio  Rail  Co.,  Lenton  Rolling 
Mills  Co.,  Ohio  Falls  Iron  Co.,  Judson  Manufacturing  Co.,  Seattle 
Steel  Co.,  Western  Rolling  Mill  Co.,  Hersh  Rolling  Mill  Co. 

You  say  there  are  a  great  many  of  those  you  have  never  heard  of? 

Mr.  Farrell.  If  you  will  give  me  the  list  I  will  check  off  all  the 
active  plants,  if  you  wish  me  to.  Over  half  of  those  concerns  are  not 
in  existence. 

Mr.  Gardner.  Over  half  of  them  are  not  in  existence  ? 

Mr.  Farrell.  No,  sir. 

Mr.  Gardner.  The  rest  are  small  concerns,  are  they? 

Mr.  Farrell.  Most  of  them.  The  Seattle  Steel  Co.,  Jones  & 
Laughlin,  and  the  Republic  Co.  are  large  works.  At  Cumberland 
they  have  quite  a  large  rail  mill. 

Mr.  Gardner.  Now,  is  it  not  true  that  the  largest  companies  of  all, 
with  the  exception  of  Jones  &  Laughlin  and  the  Republic  Iron  & 
Steel  Co.,  are  the  companies  that  make  the  standard  $28  rail? 

Mr.  Farrell.  I  do  not  quite  comprehend  your  question. 

Mr.  Gardner.  Is  it  not  true  that  the  companies  that  make  the 
standard  $28  rail  are  the  very  largest  steel  corporations,  leaving  out 
Jones  &  Laughlin  and  the  Republic  Co.  ? 

Mr.  Farrell.  No;  I  should  not  say  so.  In  the  manufacture  of 
light  rails? 

Mr.  Gardner.  No.  I  said  in  the  manufacture  of  the  standard  $28 
rails. 

Mr.  Farrell.  You  mentioned  Jones  &  Laughlin  and  the  Republic 
Iron  &  Steel  corporation  in  this  list.  They  are,  of  course,  large  man- 
ufacturers. 

Mr.  Gardner.  I  will  try  it  again.  The. makers  of  standard  rails 
apparently  are  the  Lackawanna,  Bethlehem,  Cambria,  United  States 
Steel  Corporation,  Pennsylvania  Steel  Co.,  Colorado  Fuel  &  Iron 
Co.,  and  the  Marvland  Steel  Co.  ? 

Mr.  Farrell.  Yes. 

Mr.  Gardner.  The  makers  of  light  rails  only  are  a  number  of  com- 
panies, some  you  say  which  are  not  in  existence  and  some  of  which 
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yon  never  heard  of,  and  only  two  in  the  list  apparently  that  are  large 
concerns,  to  wit,  Jones  &  Laughlin  and  the  Republic  Co.  ( 

Mr.  Fareell.  Yes. 

Mr.  Gaedner.  I  say,  is  it  not  the  fact  that  the  large  steel  corpora- 
tions are  the  only  ones  who  make  the  standard  rails,  practically 
speaking? 

Mr.  Fareell.  Yes. 

Mr.  Gardner.  How  do  you  account  for  that? 

Mr.  Fareell.  I  presume  it  is  on  account  of  the  cost  of  putting 
down  the  plant. 

Mr.  Gardner.  The  expense  of  establishing  the  necessary  furnaces? 

Mr.  Farrell.  We  estimate  that  in  order  to  lay  down  a  rail  mill 
it  would  result  in  the  expenditure  of  $17,000,000.  There  are  a  good 
many  of  these  concerns  rolling  light  rails  that  buy  defective  rails  and 
discarded  rails  from  railroads,  and  they  can  take  those  rails  and, 
with  a  comparatively  small  investment,  install  heating  furnaces, 
heat  those  rails,  put  them  through  a  mill,  and  roll  them  into  a  small 
rail.  There  is  a  very  large  concern  in  Joliet,  the  McKenna  Co. 
Their  entire  business  is  rerolling  rails  that  they  have  bought  from 
the  railroads  at  fourteen  or  fifteen  dollars  a  ton. 

Mr.  Gardner.  Now,  then,  if  these  seven  large  concerns  understand 
each  other  simply  by  heredity  or  because  it  has  become  a  habit, 
there  is  not  much  danger  that  any  of  these  smaller  concerns  will  go 
into  the  making  of  heavy  rails,  on  account  of  the  great  expense? 

Mr.  Fareell.  I  should  say  that  would  be  the  reason. 

Mr.  Gardner.  That  is,  if  there  were  a  combination,  it  would  be  a 
combination  of  these  seven  concerns? 

Mr.  Fabrell.  If  it  were  possible. 

Mr.  Gaednee.  They  would  not  be  afraid  of  outside  competition? 

Mr.  Farrell.  It  is  hardly  possible. 

Mr.  Gardner.  Who  owns  the  Pennsylvania  Steel  Co.? 

Mr.  Fareell.  I  have  not  any  idea.    I  am  not  a  stockholder. 

Mr.  Gardner.  You  do  not  know  whether  it  is  largely  owned  by 
the  Pennsylvania  Eailroad? 

Mr.  Farrell.  I  know  nothing  about  the  Pennsylvania  Steel  Co. 
other  than  I  read  in  the  newspapers  or  you  would  probably  know 
yourself.  I  am  not  in  an  intelligent  position  with  respect  to  the 
ownership  of  any  of  these  concerns  outside  of  our  own  company. 

Mr.  Gardner.  Outside  of  the  United  States  Steel  Corporation? 

Mr.  Farrell.  Yes,  sir. 

Mr.  Reed.  .Afr.  Dixon's  evidence  shows  that  it  is  controlled  by  the 
Pennsylvania  Railroad,  if  I  may  suggest  it.  It  is  already  in  evidence 
before  the  committee.  He  testified  that  the  Pennsylvania  Railroad 
controlled  it. 

Mr.  Gardneb.  That  I  understand.  I  was  going  on  further  to  ask 
in  succession  if  he  knew  of  the  railroad  connections  of  the  other 
companies. 

Mr.  Reed.  T  beg  your  pardon. 

Mr.  CJakoneb.  But  he  has  already  answered  that  question  by  say- 
ing he  has  no  loiowledge  of  the  ownership. 

Mr.  Farrell.  Yes,  sir. 

Mr.  Gardner.  Have  you  no  knowledge  of  the  railroad  connections 
of  the  other  companies  ?     I  mean  the  financial  connections. 
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Mr.  Farrell.  Would  you  accept  a  hearsay  statement,  as  to  what  I 
have  seen  in  the  newspapers,  to  the  fact  that  the  Pennsylvania  Rail- 
road had  an  interest  in  the  Pennsylvania  Steel  Co.  ?  I  have  no  per- 
sonal knowledge  of  it. 

Mr.  Gardner.  Have  you  seen  any  similar  statements  with  regard 
to  those  other  companies? 
Mr.  Farrell.  No. 

Owning  a  railroad? 
No. 

How -about  the  Cambria? 

I  have  seen  the  same  statements  in  the  newspapers. 
That    the    Pennsylvania    Railroad    controls    the 

These  statements  I  have  seen  in  the  newspapers,  1 
think,  are  from  hearings  or  something.  I  don't  know  whether  it 
was  brought  out  before  the  Ways  and  Means  Committee  or  where. 
But  I  have  no  personal  laiowledge  of  it,  further  than  what  I  have 
read  in  the  newspapers. 

Mr.  Gardner.  Well,  I  am  no  further  ahead  than  I  was. 

Mr.  Farrell.  I  am  sorry. 

Mr.  Gardner.  But  it  is  just  the  same  with  all  the  other  witnesses, 
Mr.  Farrell.  It  is  not  any  reflection  on  you.  I  have  yet  to  hear  a 
satisfactory  explanation  of  the  phenomenon. 

Mr.  McGiLLicuDDY.  ITp  to  the  time  of  your  election  as  president 
of  the  United  States  Steel  Corporation  you  were  president  of  the 
United  States  Steel  Products  Ca.  ? 

Mr.  Farrell.  Yes,  sir. 

Mr.  McGiLLicuDDT.  How  long  were  you  president  of  that  com- 
pany? 

Mr.  Farrell.  From  its  organization  in  October,  1903,  until  the  1st 
of  February,  1911. 

Mr.  McGiLLicuDDY.  Then  you  had  to  do  during  all  that  time  with 
the  export  trade  and  are  familiar  with  all  the  details  of  the  business 
of  that  company? 

Mr.  Farrell.  I  will  not  say  that  I  am  familiar  with  all  the  de- 
tails of  the  business. 

Mr.  McGiLLicuDDT.  But  in  a  general  way? 

Mr.  Farrell.  I  had  supervision  of  the  company. 

Mr.  McGiLLicTJDDY.  What  is  the  relation  of  that  company  to  the 
United  States  Steel  Corporation? 

Mr.  Farrell.  The  United  States  Steel  Products  Co.  is  a  subsidiary 
of  the  Federal  Steel  Co. 

Mr.  McGiLLiCTJDDY.  And  the  Federal  Steel  Co.  is  a  subsidiary  of 
the  United  States  Steel  Corporation? 

Mr.  Farrell.  I  presume  so. 

Mr.  McGiLLicuDDY.  So  that  practically  both  of  these  companies 
are  subsidiary  to  the  parent  company,  and  its  stock  is  owned  by  it, 
the  same  as  in  the  case  of  the  other  subsidiary  companies  ? 

Mr.  Fakkell.  A  good  many  of  these  underlying  companies  are  sub- 
sidiary to  other  companies. 

Mr.  McGiLLicTiDDY.  But  as  to  this  particular  one,  this  export  com- 
pany, it  is  subsidiary  to  the  United  States  Steel- Corporation? 

Mr.  Farrell.  Through  the  Federal  Steel  Co. 

Mr.  McGiLUctJDDY.  What  is  the  business  of  that  export  company  ? 
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Mr.  FaeeeIjL.  The  business  of  the  United  States  Steel  Products 
Co.  is  to  sell  the  materials  of  all  of  the  companies  in  the  United 
States  Steel  Corporation  and  its  subsidiaries  in  foreign  markets. 

Mr.  McGiLLicuDDY.  It  does  no  other  business  ? 

Mr.  Fareell.  Why,  yes.  We  have  the  right  to  purchase  material 
or  to  charter  vessels  and  transport. 

Mr.  McGiLLicuDDT.  Under  what  State  law  is  that  company  or- 
ganized ? 

Mr.  Faerell.  Under  the  laws  of  New  Jersey. 

Mr.  McGrLLicuDDY.  When  was  it  organized? 

Mr.  Faeeell.  October  1,  1903. 

Mr.  McGiLLicuDDT.  What  was  the  capital  stock  ? 

Mr.  Faerell.  My  impression  is  it  was  $100,000. 

Mr.  McGiLLicuDDT.  Has  it  since  been  increased? 

Mr.  Fareell.  Yes ;  to  $1,000,000. 

Mr.  McGillicxtddt.  It  is  now  $1,000,000? 

Mr.  Faerell.  Yes,  sir. 

Mr.  McGilucuddy.  When  was  the  increase  made? 

Mr.  Fareell.  The  increase  was  made  July,  1911. 

Mr.  McGiLLicuDDY.  What  property  does  that  company  own? 

Mr.  Faeeell.  The  United  States  Steel  Products  Co.  has  58  fcKreign 
offices.  It  has  a  great  number  of  warehouses  in  various  parts  of  the 
world.  It  has  a  large  warehouse  at  Valparaiso,  one  at  Lima,  one  in 
Sydney,  Australia,  one  in  Johannesburg,  one  in  London.  If  you 
wish  I  can  enumerate  them  all. 

Mr.  McGiLLicuDDY.  No;  you  need  not  do  so.  Does  it  own  any 
transportation  lines? 

Mr.  Fareell.  Yes,  sir. 

Mr.  McGiLLiCTJDDDT.  "What  transportation  lines  does  that  com- 
pany own  ? 

Mr.  Fareell.  The  Isthmian  Steamship  Co. 

Mr.  McGiLLicuDDY.  Any  others? 

Mr.  Faerell.  No.  We  operate  other  lines  of  steamers,  but  they 
are  chartered  vessels. 

Mr.  McGiLLicuDDY.  You  say  "we"  operate.  You  mean  the 
Products  Co.? 

Mr.  Farrell.  Yes.  They  operate  a  company  known  as  the  New 
York  &  South  America  Line  that  runs  to  Chile  and  Peru.  They 
charter  and  operate  six  vessels. 

Mr.  ]\lcGiLLicrDDY.  They  own  one  line  of  steamships  and  operate 
a  number  of  others? 

Mr.  Fareell.  Yes,  sir. 

Mr.  McGillicuddy.  For  the  purpose  of  transporting  the  export: 
products  of  the  United  States  Steel  Corporation  ? 

Mr.  Fjuujell.  And  those  of  everybody  else.  We  carry  anybody's 
freight. 

Air.  McGillicuddy.  It  is  a  general  carrying  company? 

Mr.  Fareell.  Yes,  sir. 

Mr.  McGillicuddy.  But  it  does  carry  all  of  your  products  ? 

j\Ir.  Faeeell.  No;  not  all  of  our  products,  because  we  have  not 
sufficient  facilities. 

Mr.  McGillicuddy.  You  mean  you  sell  to  some  places  where  they 
do  not  run  ? 
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Mr.  Fareell.  Yes.  The  reasan  we  went  into  the  steamship  busi- 
ness was  because  the  steamship- lines  would  not  call  at  many  ports 
where  we  had  an  opportunity  to  do  business.  For  instance,  we  had 
an  opportunity  td  take  a  railroad  contract  in  Colombia,  South 
America,  for  a  railroad  that  was  being  built  from  Buenaventura,  a 
port  on  the  Pacific,  to  the  Atra'to  Eiver.  Up  to  that  time  no  Steamer 
had  ever  left  the^  shores  for  Buenaventura.  We  could  not  get  the 
South  American  lines  or  any  other  line  to  go  there  direct,  so  we 
chartered  steamers,  and  that  was  one  of  the  reasons  for  havi-ng  these 
utilities. 

Mr.  McGriLLicuDDY.  But  it  does  transport  the  bulk  of  your  material 
to  foreign  markets  ? 

Mr.  Faerell.  Oh,  no. 

Mr.  McGlLLictTDDY.  What  proportion  of  i't?  Take  it  as  a  whole, 
what  proportion? 

Mr.  Faebbll.  Oh,  probably  18  or  20  per  cent. 

Mr.  McGiLLicuDDT.  Eighteen  or  twenty  per  cent? 

Mr.  FaHrell.  Yes,  sir;  I  think  that  is  veJy  accurate. 

Mr.  McGiLLicuDDY.  You  spoke  about  the  cost  of  transporting  to 
the  foreign  markets  your  export  produtrte.  Whatever  you  transport 
in  that;  company  you  get  a  profit  oh,  doli't  you? 

Mr.  Faekbll.  Unfortunately  there  have  been  a  great  many  looses. 
We  have  operated  some  steamers  to  the  east  side  of  South  America, 
and  last  year  we  lost  some  $40,000  in  their  operation. 

Mr.  McGiLLicuDDT.  I  do  not  care  about  defiaiis.  Take  it  as  a 
whole.  Don't  you  make  a  profit  on  the  business  in  transporting  by 
that  company  ?     Is  it  not  a  profitable  company,  in  other  words  ? 

Mr.  Fareell.  It  is  just  about  holding  its  oWh. 

Mr.  McGiLLicuD^Y.  What  was  the  amount  of  business  it  did  last 
year? 

Mr.  Fareell.  Which  company? 

Mr.  McGiLLicuDbY.  The  export  company. 

Mr.  FAKRiiLL.  $53,104,4&9.     That  was  for  1910. 

Mr.  McGiLLictTDDY.  HavB  you  the  year  before  and  back  of  that? 

Mr.  Farrell.  Yes. 

Mr.  McGellictjddy.  Give  us  the  amounts,  if  you  have  them  there, 
from  year  to  year,  while  you  were  president. 

Mr.  Farrell.  They  were  in  1904,  $31,434,508.41 ;  in  19C», 
$32,680,700.45;  in  1906,  $*2,440,8g9.60 ;  in  1907,  $47,236,326.60;  in 
1908  we  dropped  to  $33,322,499.06.  That  was  as  a  result  of  the 
financial  panic. 

Mr.  McGiLLicuDDY.  I  understand  that. 

Mr.  Faerell.  In  1909,  $41,060,920.17;  in  1910,  $53,104,499.69;  and 
in  1911,  $69,542,625.96. 

Mr.  McGiLLicTJDDY.  The  business  of  that  one  company  more  than 
doubled  in  the  10  years  that  you  were  president  ? 
Mr.  Fahebill.  Yes,  sir ;  just  a  little  more  than  doubled. 
Mr.  McGiLLicuDDY.  There  was  a  profit  made  on  that  business,  you 
would  say,  would  you  not,  made  by  that  company  ? 

Mr.  Farrell.  Yes.  But  of  course  the  profit  was  entirely  expended 
in  the  development  of  the  business,  in  the  establi^ment  of  th€se  58 
offices  and  warehouses. 

Mr.  McGiLLicuDDY.  That  made  the' business  worth  so  much  more, 
so  you  did  not  lose  the  profit? 
17042— No.  38—12 4 
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Mr.  Fareell.  We  expect  to  make  it  worth  it.  It  is  a  development 
you  know.    The  foreign  trade  is  a  deyelopment. 

Mr.  McGiLLicuDDT.  Do  you  know  the  firm  by  the  name  of  the 
National  Eailway  Construction  Co.,  of  Williams  Street,  New  York? 

Mr.  Faekell.  There  is  such  a  concern  engaged  in  the  construction 
of  a  railway  in  Uruguay,  called  the  Pan-American  Transcontinental 
Eailway  of  Uruguay,  which  is  a  link  of  a  proposed  chain  of  railways 
from  New  York  to  Buenos  Aires. 

Mr.  McGdllicuddt.  Did  you  sell  that  company  a  cargo  of  steel 
products  ? 

Mr.  Fareell.  My  recollection  is  we  have  sold  them  some  material. 

Mr.  McGiLLicuDDY.  What  was  the  price  that  you  got  on  that 
cargo  ? 

Mr.  Farrell.  The  cargo  was  made  up  of  a  large  number  of  diver- 
sified products. 

Mr.  McGiLLicuDDY.  I  did  not  ask  what  it  was  made  up  of.  The 
price  was  what  I  wanted.    What  was  the  price  ? 

Mr.  Fareell.  It  was  one  of  the  transactions — in  what  year? 

Mr.  McGillicuddy.  You  sold  them  in  more  than  one  year? 

Mr.  Farrell.  Well,  you  have  the  paper  there. 

Mr.  McGillicuddy.  Did  you  sell  them  for  more  than  one  year? 

Mr.  Farrell.  No.  I  think  they  only  got  their  charter  from  the 
Uruguayan  Government  in  1910. 

Mr.  McGillicuddy.  I  did  not  know  the  year.  I  did  not  know  you 
had  more  than  one  transaction  with  them.  Did  they  not  get  that 
cargo  from  you  at  cost? 

Mr.  Farrell.  Absolutely  not. 

Mr.  McGillicuddy.  For  what  did  they  get  it? 

Mr.  Farrell.  They  got  it  at  current  market  prices. 

Mr.  McGillicuddy.  You  remember  that,  do  you? 

Mr.  Farrell.  Yes. 

Mr.  McGillicuddy.  What  was  the  current  market  price? 

Mr.  Farrell.  As  I  remember  it  that  cargo  consisted  of  rails,  steel 
ties,  steel  telegraph  poles,  telegraph  wire,  railroad  spikes,  fish  plates, 
wire  fence,  corrugated  roofing  for  houses,  and  probably  40  or  50  dif- 
ferent commodities. 

Mr.  McGillicuddy.  Can  you  give  us  the  prices  for  which  you  sold 
that  cargo? 

Mr.  Farrell.  I  have  a  fairly  retentive  memory,  but  I  can  not  re- 
member exactly. 

Mr.  McGillicuddy.  You  can  not  remember  any  of  them? 

Mr.  Farrell.  No  ;  I  can  not. 

Mr.  McGillicuddy.  How  do  you  know,  then,  they  were  at  current 
prices  ? 

Mr.  Farrell.  For  the  simple  reason  we  would  not  make  any  ex- 
ception in  their  case. 

Mr.  McGillicuddy.  You  are  reasoning  about  that.  You  have  no 
recollection. 

Mr.  Farrell.  I  know  we  would  not  make  any  execption  in  their 
case. 

Mr,  McGillicuddy.  Do  you  know  the  American  Trading  Co.,  of 
New  York  City? 

Mr.  Fabrell.  Yes,  sir ;  it  is  a  very  large  company. 
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Mr.  McGiLLiCTJDDY.  Do  they  act  as  your  agents  in  Cuba,  by  pur- 
chasing materials  for  export  trade? 

Mr.  Fareell.  No,  sir ;  they  do  not.    They  are  customers. 

Mr.  McGiLLictTDDY.  They  are  customers  of  yours? 

Mr.  Faerell.  Yes,  sir. 

Mr.  McGiLLicTJDDY.  Can  you  tell  us  the  prices  they  have  paid  for 
your  export  products? 

Mr.  Faeeell.  At  current  prices.  I  think  that  our  business  in  Cuba 
last  year 

Mr.  McGiLLicuDDT  (interposing).  You  mean  when  you  say  "cur- 
rent prices  "  the  current  prices  for  the  domestic  or  the  foreign  trade? 

Mr.  Fareell.  You  see,  we  do  not  have  special  prices  for  special 
people.  If  our  price  on  barbed  wire  is  $2.20  per  100  pounds  for  a 
man  in  Salvador,  it  is  $2.20  a  hundred  pounds  for  a  man  in  Ar- 
gentina. 

Mr.  McGiLLicuDDY.  When  you  say  current  prices  I  simply  want 
to  know  whether  you  mean  for  foreign  or  domestic  consumption. 

Mr.  Fareell.  I  am  speaking  entirely  as  to  foreign. 

Mr.  McGiLLicuDDY.  Do  you  laiow  Guinle  &  Co.,  of  42  Broadway  ? 

Mr.  Faerell.  Yes,  sir.  Guinle  &  Co.  have  a  concession  to  build 
a  street  railway  in  Bahia,  Brazil,  and  also  some  properties  in  San- 
tos. They  have  a  concession  from  the  Brazilian  Government.  They 
are  Brazilians.    There  are  four  brothers. 

Mr.  McGtjillictjddy.  Did  you  sell  them  products? 

Mr.  Farrell.  We  sold  them  copper  wire  for  the  transmission  line. 

Mr.  McGiLLicuDDY.  What  were  the  prices? 

Mr.  Faerell.  I  think  we  got  14.5  cents  a  pound  for  the  copper 
wire. 

Mr.  McGiLLicuDDY.  Is  that  all  you  sold  them  ? 

Mr.  Faeeell.  It  was  a  very  small  business,  but  there  has  been  a 
great  deal  of  jealousy  over  their  concession. 

Mr.  McGiLLicTiDDY.  Do  you  maintain  a  steamship  service  to  the 
West  Indies  and  South  America? 

Mr.  Faerell.  No,  sir ;  we  maintain  a  service  to  South  America — 
to  Chile  and  Peru — but  not  to  the  West  Indies. 

Mr.  McGrLLicuDDY.  But  not  to  any  of  the  West  Indies? 

Mr.  Fareell.  No.  sir. 

Mr.  McGiLLicuDDY.  In  what  way  do  you  maintain  that  service, 
and  what  flag  do  your  ships  fly  ? 

Mr.  Faeeell.  We  charter  a  great  many  vessels.  You  mean  to  any 
part  of  the  world  ? 

Mr.  McGiLLiouDDY.  No ;  that  one  to  South  America. 

Mr.  Faeeell.  Those  vessels  are  under  the  British  flag.  They  are 
chartered  vessels.    We  do  not  own  those  vessels. 

Mr.  McGiLLicuDDY.  You  do  not  own  them  ? 

Mr.  Faeeell.  No,  sir. 

Mr.  McGiLLicuDDY.  Do  you  not  have  any  interest  in  them  ? 

Mr.  Faerell,  None  whatsoever.  We  charter  them  by  the  year. 
The  vessels  are  owned  by  Charles  G.  Dunn  &  Co.,  of  Liverpool. 

Mr.  McGrLLictTDDY.  You  have  no  indirect  interest? 

Mr.  Faeeell.  No,  sir. 

Mr.  McGiLLicTTODY.  You  simply  charter  the  vessels,  and  they  sail 
under  the  English  flag  and  carry  your  products? 

Mr.  Faeeell.  Yes,  sir. 
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Mr.  McGiLLicuDDY.  So  that  for  these  vessels  you  do  not  pay  more 
than  what  is  made  by  your  chartered  agents? 

Mr.  Faeeell.  In  a  gdod  many  instances  the  chartered  rates  at  the 
present  time  are  higher  than  the  contract  rates. 

Mr.  McGiLLicuDDY.  Who  owns  the  American  &  Cuban  Steamship 
Line? 

Mr.  Fakbell.  T.  Royden  &  Sons. 

Mr.  McGiLLicuDDT.  Do  you  know  anything  about  that  line  of 
steamships  ? 

Mr.  Faeeell.  Absolutely  nothing,  beyond  shipping  some  of  our 
products  in  their  steamers. 

Mr.  McGiLLicrrDDY.  Do  you  ship  over  it  ? 

Mr.  Faekell.  We  ship  some  material  in  their  vessels.  There  are 
three  lines  running  to  Cuba — the  Ward  Line,  the  Munson  Line,  and 
the  American-Cuban  Line. 

Mr.  McGiLLictTDDY.  The  line  to  Argentina  and  to  Chile,  what  did 
you  say  about  that,  the  one  that  Mr.  Ryan  is  manager  of? 

Mr.  Faekell.  That  is  the  New  York  &  South  America  Line. 

Mr.  McGiLLicuDDY.  Have  you  any  ownership  in  that  ? 

Mr.  Faeeell.  No,  sir.  Those  are  chartered  vessels.  The  duly  ves- 
sels we  own  are  the  vessels  in  the  Isthmian  Co.  Those  vessels  trade 
to  all  parts  of  the  world. 

Mr.  McGiLLicTJDDY.  Do  you  have  any  system  of  discounts  in  this 
foreign  export  trade? 

Mr.  Faeeell.  Absolutely  none.    We  sell  at  flat  prices. 

Mr.  McGiLLicTJDDY.  You  did  in  the  domestic  trade  ? 

Mr.  Faeeell.  They  do  in  the  pipe  business ;  but  we  sell  our  mate- 
rial at  so  much  per  pound  or  per  ton. 

Mr.  McGiLLiooDDY.  You  say  you  have  no  discount  systetai  in  the 
foreign  export  trade? 

Mr.  Faeeell.  No;  and  no  preferential  prices.  In  any  case,  we  are 
in  competition  with  the  foreign  manufacturer,  and  unless  we  can  meet 
the  parity  of  their  prices  we  can  not  sell  at  all. 

Mr.  McGiLLictiDDY.  Is  there  a  rebate  allowed  home  manufacturers 
on  export  material  used  in  their' manufactured  products? 

Mr.  Faeeell.  We  have  made  allowances  to  manufacturers  of  ma- 
terials. For  example,  I  have  in  mind  a  manufacturer  of  gas  hold- 
ers. A  firm  in  this  country  might  desire  to  bid  on  a  girs  holder 
in  Rio  de  Janeiro,  and  we  would  make  a  special  price  to  him  for 
that  particular  business.  In  other  words,  that  business  is  more  or 
less  regarded  by  us  the  same  as  our  own  export  business.  The 
only  difference  is  that  while  we  indirectly  help  ourselves  in  selling 
material  to  these  people,  we  directly  help  them  in  building  up  their 
own  foreign  business.  Our  effort  has  been  to  develop  a  large  busi- 
ness from  this  country,  because  the  larger  the  business  the  bettei'  it 
is  for  us. 

Mr.  McGiLLicTJDDY.  Then  the  old  idea  that  was  held  out  that  you 
were  selling  these  products  in  foreign  markets  simply  to  dispose 
of  some  surplus  and  keep  the  mills  running  is  not  true  ? 

Mr.  Faeeell.  It  is  true,  but  we  are  gradually  getting  away  from 
it.  We  hope  eventually  to  get  away  from  it,  if  it  is  not  regarded  as 
an  economic  crime  to  do  a  foreign  business. 

Mr.  McGiLLicTJDDY.  But  you  would  not  do  it  unless  you  could  do 
it  at  a  profit? 
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Mr.  Faeeell.  We  are  ultimately  aiming  in  that  directipn. 

Mr.  MoGiLLicuDDY.  So  it  is  a  fact,  then,  that  rebates  are  allowed  to 
home  manufacturers  on  the  inanufactured  export  products? 

Mr.  Farbell.  In  a  number  of  cases. 

Mr.  McGiLLicuDDY.  Yes,  sir ;  that  is  what  I  mean. 

Mr.  Faehbll.  Yes. 

Mr.  McGiiiLicuDDT.  Is  it  not  a  fact  that  large  maniifacturers, 
such  as  the  International  Harvester  Co.,  secure  a  larger  rebate  tha« 
the  smaller  shippers  ? 

Mr.  Faeeell.  Mr.  McGillicuddy,  we  have  done  no  business  with 
the  International  Harvester  Co.  for  a  period  of  five  or  six  years.  It 
may  interest  you  to  know  that  the  International  Harvester  Co.  has 
boycotted  the  United  States  Steel  Corporation  for  the  last  five  years. 
It  grew  out  of  a  transaction  between  one  of  our  companies  and  the 
International  Harvester  Co.  over  the  question  of  the  price  of  spme 
material  entering  into  a  building,  and  from  a  mere  quibble  between 
salesmen  resulted  in  a  complete  estrangenaent  of  business  relations, 
so  that  so  far  as  the  International  Harvester  Co.  is  concerned,  land 
the  United  States  Steel  Corporation  is  concerned,  there  is  absolutely 
nothing  in  common  between  them,  and  we  did  not  even  do  business 
with  each  other. 

Mr.  McGillicuddy.  How  long  has  that  been  ? 

Mr.  Faeeell.  For  something  like  five  or  six  years. 

Mr.  McGillicuddy.  Previous  to  that  they  received  a  larger  rebate 
than  other  smaller  companies  ? 

Mr.  Faeeell.  No,  sir;  for  the  reason  they  own  large  steel  works 
themjSelves.    They  are  owners  of  the  Wisconsin  Steel  Go. 

Mr.  McGillicuddy.  The  reasons  for  it  would  not  be  material. 
You  say  the  fact  is  they  did  not  receive  any  larger  rebate  ? 

Mr.  Faeeell.  No,  sir. 

Mr.  McGillicuddy.  Would  not  larger  manufacturers  receive  more 
liberal  rebates  than  smaller  ones,  as  a  matter  of  business  ? 

Mr.  Faeeell.  No,  sir.  You  have  referrence  to  this  export  allow- 
ance now  ? 

Mr.  McGiUi-icuDDY.  Yes. 

Mr.  Faeeell.  Well,  I  had  with  me  a  list  of  153  small  manufac- 
turers in  this  country  that  we  give  special  prices  to  for  bailers,  etc., 
where  the  material  goes  into  new  boilers  or  hoisting  engines.  I  would 
like  to  make  a  statement  on  this. 

The  policy  of  allowing  or  paying  a  drawback  of  the  duty  paid  on 
import  materials  used  in  the  manufacture  of  commodities  exported 
from  this  country  has  been  followed  by  the  Government  for  years  in 
accordance  with  laws  enacted  by  Congress.  The  Government  pays 
such  drawback  to  the  exporters  when  satisfactory  proof  is  presented 
under  Government  regulatipns,  and  it  is  the  practice  of  manufactur- 
ers who  make  export  allowances  to  require  their  custome^rs  to  furnish 
similar  proof  of  export  before  allowances  are  made. 

This  same  policy  has  also  been  recognized  by  the  Interstate  Com- 
merce Commission  in  the  establishment  of  special  export  rates,  which 
apply — 

(1)  To  direct  exports  pf  a  great  variety  of  commodities  in  which 
iron  and  steel  is  used,  as  well  as  other  classes  of  merchandise  not 
related  in  any  way  to  the  iron  and  steel  industry. 
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(2)  Eates  of  rebate  allowance  have  also  been  established  by  the 
Interstate  Commerce  Commission  on  certain  classes  of  iron  and  steel 
products  which  are  exported  indirectly.  .    . 

This  policy,  as  laid  down  by  the- Interstate  Commerce  Commission, 
is  illustrated  specifically  in  the  freight  rate  on  tin  plate  from  the 
Pittsburgh  district  to  the  Pacific  coast.  The  tariff  freight  rate  on 
tin  plate  from  the  Pittsburgh  district  to  the  Pacific  coast  in  carload 
lots  is  66.2  cents  per  100  pounds  on  all  tin  plate  entering  into  domestic 
consumption.  All  shippers  and  consignees  are,  of  course,  obliged  to 
pay  this  rate.  There  is  a  clause,  however,  which  provides  that  the 
railroads  shall  rebate  20  cents  per  100  pounds  on  tin  plate  used  for 
making  packages  or  containers  for  goods  for  export  direct  to  foreign 
countries,  upon  satisfactory  proof  of  exportation  and  claim  for  re- 
fund promptly  filed  with  the  Trans-Continental  Freight  Bureau,  in 
Chicaa-o,  in  behalf  of  the  railroad  interested. 

The  same  freight  rates  apply  to  tin  plate  exported  to  British 
Columbia,  with  a  rebate  of  20  cents  per  100  pounds,  upon  satisfactory 
proof  of  entry  for  consumption  or  manufacture  in  British  Columbia. 
The  idea  of  making  export  allowances  as  followed  by  the  constitu- 
ent companies  of  the  United  States  Steel  Corporation  to  their  cus- 
tomers who  are  engaged  in  the  export  business  suggested  itself  by  the 
Government's  policy  of  paying  drawback  of  duty  under  the  drawback 
law,  and  is  similar  to  the  action  of  the  Interstate  Commerce  Commis- 
sion in  establishing  and  approving  export  freight  rates  and  rebates 
on  direct  and  indirect  exportations  of  commodities. 

The  practice  of  the  constituent  companies  of  the  United  States 
Steel  Corporation  in  the  matter  of  export  allowances  has  been  based 
upon  the  principle  that  an  export  business  in  all  classes  of  commodi- 
ties, in  which  steel  is  used,  should  be  encouraged,  with  a  view  to 
enlarging  the  volume  of  tonnage  and  to  create  a  basis  for  an  exchange 
of  values,  upon  which  our  country's  commerce  with  foreign  countries 
is  based. 

Practical  manufacturers  and  business  men  in  their  endeavors  to 
obtain  a  foothold  in  foreign  markets  for  their  commodities  are 
obliged  to  meet  the  competition  of  manufacturers  and  exporters  of 
other  countries  engaged  in  similar  industries.  It  has  been  learned 
by  long  experience  that  small  concessions  made  to  manufacturers  of 
machinery,  structural  material,  canned  products,  and  commodities 
exported  in  packages,  in  which  steel  or  some  form  of  steel  product 
is  used  wholly  or  in  part  in  the  manufacture  of  containers,  and  a 
large  number  of  other  industries,  in  which  steel  in  some  form  or 
shape  is  used  wholly  or  in  part,  have  been  of  material  assistance  in 
enabling  such  American  industries  to  become  established  in  foreign 
markets  that  had  never  been  exploited  by  them  before. 

This  policy  has  been  followed  consistently,  and  its  practical  appli- 
cation has  been  of  enormous  benefit  to  all  American,  manufacturers 
using  steel  in  the  commodities  which  they  export. 

An  examination  of  the  records  of  the  constituent  companies  of 
the  United  States  Steel  Corporation  shows  that  up  to  the  end  of  the 
year  1911  export  allowances  had  been  made  to  153  different  concerns 
throughout  the  United  States  on  various  forms  of  steel  supplied  to 
them  to  be  used  in  the  manufactured  articles  which  they  export  upon 
furnishing  satisfactory  proof  of  exportation.  These  concerns  include 
manufacturers  of  cars  and  car  equipment,  locomotives  and  locomo- 
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tive  equipment,  boilers,  hoisting  machinery,  forcings,  agricultural 
implement  manufacturers,  carriage  and  wagon  builders,  fireproofing, 
shipbuilders,  cooperage,  and  a  variety  of  other  industries. 

The  list  of  these  153  concerns  I  have  not  with  me,  but  I  can  furnish 
it.  But  it  does  not  contain  the  name  of  the  International  Har- 
vester Co. 

Mr.  McGiLLicuDDY.  You  did  do  business  with  that  company  pre- 
vious to  five  years  ago  ? 

Mr.  FaekeUj.  I  presume  some  domestic  business,  but  that  was  be- 
fore I  had  jurisdiction. 

Mr.  McGiLLictFDDT.  They  got  rebates  before  ? 

Mr.  Farrell.  Not  on  the  export  business,  because  the  International 
Harvester  Co.  has  its  own  rolling  mills. 

Mr.  McGrCiLicuDDY.  What  is  the  price  you  get  for  barbed  wire  for 
export  ? 

Mr.  Faeeell.  The  domestic  price  of  barbed  wire  in  1911,  or  bring- 
ing it  down,  say,  for  the  last  six  months,  is  $1.85.  That  is,  the 
American  farmer  paid  $1.85  at  the  mills  for  his  barbed  wire. 

Mr.  Eeed.  Per  100  pounds. 

Mr.  Farrell.  Per  100  pounds;  yes.    Thank  you. 

Mr.  McGiLLicuDDT.  What  is  the  export? 

Mr.  Farrell.  The  export  man  paid  $2.  He  paid  $3  a  ton  more 
than  the  American  farmer.  That  is  a  matter  of  record.  It  has 
always  been  the  case  in  all  the  years  that  we  have  done  this  foreign 
business,  and  the  reason  is  that  the  European  manufacturers  have 
never  made  any  special  effort,  apparently,  to  do  this  business  in  barbed 
wire.  It  is  almost  an  American  product.  But  those  records  can  be 
examined  by  Mr.  MacRae  or  anybody  else,  and  they  will  find  that  we 
have  always  received  more  money  for  the  foreign  wire  than  we  have 
from  the  American  farmer. 

Mr.  McGiLLicuDDT.  That  is  what  I  wanted  to  know. 

Mr.  Eeed.  More  money  f .  o.  b.  your  mills  ? 

Mr.  Farrell.  These  prices  are  f.  o.  b.  the  mills. 

Mr.  McGiLLicrnDDT.  You  said  the  capital  stock  of  your  company 
has  been  increased  to  $1,000,000. 

Mr.  Farkell.  Yes. 

Mr.  McGiLLicuDDY.  How  much  of  it  has  been  issued  ? 

Mr.  Farrell.  All  of  it. 

Mr.  McGiLLicuDDY.  That  is  all. 

The  Charman.  I  wish  you  would  turn  to  page  1770  of  the  hear- 
■  ings.    I  would  like  to  get  you  to  explain  that  table. 

Mr.  McGiLLicuDDY.  While  you  are  getting  that,  I  want  to  ask  if 
what  you  say  of  barbed  wire  is  true  of  other  wire  ? 

Mr.  Farrell.  Fencing  wires  generally? 

Mr.  McGiLLicuDDY.  I  understood  you  to  exclude  all  wires.  The 
same  thing  is  true  in  reference  to  that. 

Mr.  Farrell.  I  want  to  distinguish.  The  difference  is  greater  on 
barbed  wire  than  it  is  on  fencing  wire.    There  is  a  difference. 

Mr.  McGiLLicuDDY.  But  it  is  all  higher  than  it  is  in  domestic? 

Mr.  Farrell.  Yes. 

Mr.  Baetlett.  I  understood  you  to  say  in  reference  to  that  that 
the  foreign  manufacturers  have  not  been  able  to  manufacture  it. 
Did  you  say  manufacture  or  sell? 
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Mr.  Farrell.  I  did  not  say  unable  to  manufacture.  I  say  it  does 
not  appear  they  have  taken  up  this  product  as  we  have.  W«  have 
large  mills.  We  have  one  at  AUentown  that  produces  nothing  but 
export  material  and  maizes  200  tons  a  day.  _  We  are  building  a  mill 
at  Birmingham,  Ala.,  which  will  produce  this  material. 

The  Chairman.  On  page  1770  of  the  hearings  there  is  a  table 
showing  the  export  price  and  the  domestic  price  of  various  articles, 
showing  the  average  invoice  and  average  f .  o.  b.  mill  prices  received 
by  subsidiary  companies  of  the  United  States  Steel  Corporation. 
In  the  column  marked  "  Invoice  price,"  what  do  you  mean  by  that? 

Mr.  Farrell.  That  price  would  include  the  cost  of  insurance  and 
freight.  That  is  what  we  would  call  the  domicile  price,  the  de- 
livered price. 

The  Chaibsian.  Anywhere  in  the  United  States  ? 

Mr.  Farrell.  It  would  be  an  average.  You  see  these  are  averaige 
prices. 

The  Chairman.  Invoice? 

Mr.  Farrell.  Yes ;  average  prices. 

The  Chairman.  You  mean  including  the  freielit? 

Mr.  Farrell.  Yes.    We  would  include  the  freight,  I  think. 

The  Chairman.  Have  you  any  table  showing  the  prioe  of  the 
article  at  the  mill  ? 

Mr.  Farrell.  Yes ;  it  is  there. 

The  Chairman.  Where  is  it;  the  f.  o.  b.  mill  price? 

Mr.  Farrell.  Yes ;  it  is  th«re. 

The  Chairman.  Where  is  the  price  of  that  article  to  the  for- 
eigner ?    That  is  what  I  asked  for. 

Mr.  Farrell.  Are  these  the  export  prices? 

TJie  Chairman.  Yes. 

Mr.  Farrell.  Well,  these  are  made  up  of  average  prices,  of  aver- 
age returns  received. 

The  Chairman.  What  I  want  to  get  at,  so  as  to  be  able  to  use  this 
table,  is  this:  For  instance,  take  nails  and  staples  in  this  table  on 
page  1770.  It  says  net  tons,  $44.45.  What  does  that  mean,  the  in- 
voice price,  and  what  does  the  invoice  price  mean  ? 

Mr.  Farrell.  The  invoice  price  means  the  price  to  the  customer, 
which  might  include  the  freight  if  we  prepay  the  freight. 

The  Chairman.  It  means  the  price  at  the  mill? 

Mr.  "Farrell.  The  price  at  the  mill  plus  the  freight;  the  f.  o.  b. 
mill  price  is  stated  there  as  $3,9.10. 

The  Chairman.  Where  is  the  price  of  that  article  to  the  foreigner? . 

Mr.  Farrell.  These  are  all  export  prices,  and  those  are  avei'age 
export  prices. 

The  Chairman.  Where  is  the  domestic  price? 

Mr.  Farrell.  I  presume  this  statement  may  have  been  called  for. 
Is  this  Judge  Gary's  testimony? 

The  Chairman.  These  are  statements  given  at  the  conclusion  of  a 
hearing.  I  was  under  the  impression  that  these  were  the  prices  of 
these  articles  at  home  and  abroad.    That  was  what  I  had  wanted. 

Mr.  Eeed.  At  the  bottom  of  page  1756,  Mr.  Bollmg,  who  presented 
a  statement,  says  that  it  contains  the  average  prices  received  for 
principal  classes  of  steel  products  exported  in  the  past  five  years.  I 
do  not  think  it  is  intended,  Mr.  Chairman,  to  include  the  domestic 
prices.  It  could  not  have  been  imderstood  that  was  what  vou 
wanted. 
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Mr.  Fareell.  That  is  a  separate  table  of  exports. 

The  Chairman.  I  wanted  a  table  showing  in  parallel  columns  the 
price  of  the  article  here  and  abroad.  The  tables  are  worthless  unless 
they  show  that.  These  tables  were  offered  at  the  conclusion  of  a  hear- 
ing, and  I  did  not  examine  them  carefully  at  the  time.  I  assumed 
that  was  what  you  meant  to  give  us.    That  is  what  we  asked  for. 

Mr.  Fareell.  I  think  if  you  had  asked  for  it  you  would  have 
gotten  it.  There  is  no  reason  why  we  should  not  give  it  to  you  off- 
hand. 

Mr.  Reed.  It  is  perfectly  easy  to  obtain. 

Mr.  Farrell.  The  probabilities  are  somebody  was  asked  to  furnish 
these  prices. 

Mr.  Eeed.  I  was  not  here  that  day,  but  it  appears  from  Mr.  Boiling 
that  he  was  merely  presenting  what  you  wanted. 

Mr.  Farrell.  We  could  just  as  well  have  furnished  the  domestic 
prices. 

The  Chairman.  Take  this  item  of  nails  and  staples. 

Mr.  Farrell.  Yes. 

The  Chairman.  Do  you  know  the  domestic  price  of  wire  nails 
and  staples? 

Mr.  Fareell.  $1.56  a  keg. 

The  Ohairman.  What  is  the  export  price  ? 

Mr.  Farrell.  The  export  price  is  about  $1.65,  New  York,  at  the 
present  time. 

The  Chairman.  What  is  it  at  the  mill? 

Mr.  Faeeell.  It  is  just  about  a  parity.  I  would  say  we  are  re- 
ceiving for  export  practically  the  same  price  we  are  receiving  in  the 
domestic  market.  That  is  due  to  the  enormous  activity  of  German 
mills. 

The  Chaieman.  One  is  at  New  York,  though,  and  the  other  is  at 
the  mill.    Why  do  you  make  that  charge  at  New  York  $1.66  ? 

Mr.  Faerell.  Of  course,  we  offer  material  to  sell  at  the  seaboard. 

The  Chairman.  What  is  the  freight? 

Mr.  Farrell.    Ten  and  a  half  cents. 

The  Chairman.  And  it  is  $1.65  at  New  York? 

Mr.  Faeeell.  Yes.  That  would  be  $1,545.  It  is  within  a  half  a 
cent  of  the  domestic  price.  If  we  could  ship  the  nails  from  Baltimore 
the  freight  would  be  1|  cents  less,  and  from  AUentown  it  would  be 
less. 

The  Chairman.  What  was  the  export  price  of  fencing  staples? 

Mr.  Faeeell.  That  is  the  staple  you  use  in  puttii^g  on  barbed  wire. 

The  Chaieman.  What  is  the  difference  between  the  price  here  and 
the  export  price? 

Mr.  Faeeell.  They  are  higher  for  the  export  trade.  They  go  in 
with  the  barbed  wire.    We  get  $2  a  ton  more  for  export. 

Mr.  Gabdnee.  I  want  to  call  your  attention  to  the  fact  that  the 
table  on  page  1770  is  spoken  of  by  Mr.  Boiling  on  page  1756. 

Mr.  Reed.  I  read  that  into  the  record. 

Mr.  Gaednee.  I  understand  that.  I  understand  Mr.  Boiling  sub- 
mitted it  at  the  request  of  Mr.  McGillicuddy,  which  appears  on  page 
96  of  the  hearing  No.  3,  and  reads  as  follows : 

Mr.  McGiLLicirDDy.  Can  you  give  -thp  committee,  either  now  or  later,  a  list 
of  prices  you  get  In  foreign  countries? 
Mr.  Gaby.  I  tiilnk  we  can.    I  will  try  to  do  that. 
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Mr.  McGiLLicuDDT.  In  all  of  the  foreign  countries  you  sell  to. 
Mr.  Gaby.  For  what  period? 

Mr.  McGiixicuDDT.  For  the  last  two  or  three  years,  or  as  far  back  as  you  can. 
Mr.  Gabt.  I  will  try  to  do  that.    I  have  done  that  several  times  for  con- 
gressional committees. 

It  apparently  gives  the  information  asked  for. 
The  Chairman.  I  may  be  mistaken,  but  I  do  not  see  that  it  gives 
the  price  obtained  in  foreign  countries.    It  gives  'the  price  f .  o.  b.— 
the  mill  price.-  Is  that  the  export  price  ? 
Mr.  Faeeell.  Yes. 

The  Chaieman.  That  is  the  invoice  price. 

Mr.  Reed.  It  gives  more  than  is  asked  for.     It  shows  what  the 
company  received  for  it  and  what  its  net  receipt  was. 

Mr.  Farrell.  The  invoice  price  is  the  price  paid  by  the  customer, 
whether  in  Shanghai,  Moji,  or  Kingston,  Jamaica. 

Mr.  Gaedneb.  The  invoice  price  is  what  the  customer  pays,  and 
the  f .  0.  b.  price  is  what  you  get  for  it  ? 
Mr.  Faerell.  Absolutely. 
The  Chaieman.  It  is  made  up  from  averages? 
Mr.  Faeeell.  Yes.    The  business  is  so  enormous  that  we  could  not 
detail  it. 

The  Chairman.  I  believe  we  made  a  request  that  they  give  the 
committee  the  price  of  the  article  sold  here — the  sale  price  here  and 
the  price  for  the  same  article  for  export.  Can  you  furnish  this  com- 
mittee with  the  articles  mentioned  on  page  1770,  giving  in  parallel 
columns  the  price  for  which  it  is  sold  here  and  the  price  on  the  same 
article  when  sold  abroad,  at  the  mill? 
Mr.  Reed.  Can  that  be  done? 

Mr.  Faeeell.  Almost  anything  can  be  done,  Mr.  Reed. 
Mr.  Reed.  We  will  try  to  do  it. 

Mr.  Beall.  I  frequently  notice  statements  in  the  newspapers  and 
other  places  about  the  existence  of  some  kind  of  an  international  rail 
syndicate  or  an  organization  of  some  kind  of  an  international  char- 
acter that  has  something  to  do  with  the  marketing  of  steel  rails.  Has 
there  within  recent  years  been  any  such  organization  as  that? 

Mr.  Faeeell.  I  believe  there  is  an  organization  in  Europe  among 
the  European  manufacturers,  but  I  myself  or  my  company  never 
have  had  anything  to  do  with  it.  We  have  always  reserved  freedom 
of  action  to  do  our  business  in  any  market. 

Mr.  Beall.  Do  you  know  anything  about  how  the  membership 
of  that  organization  is  constituted? 
Mr.  Faeeell.  No,  sir. 

Mr.  Beall.  Or  the  steel  producers  of  how  many  countries  are 
interested  in  it? 
Mr.  Faeeell.  No ;  I  could  not  say. 

Mr.  Beall.  I  believe  you  state  that  the  United  States  Steel  Cor- 
poration never  has  been  a  member  of  that  organization  ? 
Mr.  Faeeell.  No,  sir. 

Mr.  Beall.  Has  it  been  your  understanding  that  any  other  Ameri- 
can steel  company  has? 

Mr.  Faeeell.  No;  I  have  no  Iniowledge,  Mr.  Beall,  of  what  our 
employees  in  Singapore  and  in  all  these  countries  all  over  the  world 
may  be  doing.  They  may  be  talking  about  the  rail  business  with 
Krupp's  people  in  Valparaiso  or  some  place  else. 
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Mr.  Beall.  Did  you  ever  have  any  intimation  or  information  that 
the  representatives  of  the  United  States  Steel  Corporation,  together 
with  the  foreign  representatives,  say,  of  other  corporations,  if  they 
have  foreign  representatives,  and  the  representatives  of  foreign  man- 
ufacturing concerns  had  made  among  themselves  any  sort  of  an 
agreementlooking  to  the  distribution  of  the  trade  in  steel  rails? 

Mr.  Farbell.  No;  I  think  that  is  a  myth,  as  far  as  the  general 
application  of  the  matter  is  concerned. 

Mr.  Beall.  Did  you  ever  hear  that  the  percentage  of  rails  pro- 
duced in  the  United  States,  or  the  percentage  of  rails  allotted  to  the 
manufacturers  in,  the  United  States,  in  the  neutral  markets,  v?as 
about  30  per  cent? 

Mr.  Faeeell.  I  have  seen  such  statements  in  the  newspapers. 

Mr.  Beall.  Do  you  know  whether  there  is  any  basis  of  fact  for 
those  statements? 

Mr.  Faeeell.  I  have  no  personal  knowledge. 

Mr.  Beall.  Have  you  any  information,  aside  from  your  personal 
knowledge,  to  which  you  attach  any  importance,  that  there  has  been 
a  parceling  out  among  the  steel-producing  companies  of  the  market 
in  this  neutral  territory? 

Mr.  Faeeell.  No.  I  believe  it  is  a  pretty  well  accepted  fact  all 
over  the  world  that  we  are  large  producers  of  rails,  and  I  think  that 
we  may  be  tolerated  in  certain  places.  That  is,  perhaps  our  people 
may  do  business  in  some  markets,  and  the  manufacturer  in  Austria 
might  devote  most  of  his  time  doing  business  in  Roumania  and  these 
other  countries. 

Mr.  Beall.  Does  this  condition  of  affairs  come  about  simply  as  the 
result  of  accident,  or  is  there  any  kind  of  agreement  ? 

Mr.  Faeeell.  I  ,think  the  European  manufacturers  have  some 
agreement  among  themselves. 

Mr.  Beall.  Is  it  the  understanding  that  anywhere  within  your 
knowledge,  or  from  information  you  have  received,  that  the  Ameri- 
can manufacturers  will  be  tolerated  in  any  country  to  the  extent  of 
30  per  cent  of  the  business  of  that  country  ? 

Mr.  Faeeell.  No;  we  have  always  sold  as  many  rails  as  we  can. 
I  think  last  year  we  sold  about  340,500  tons. 

Mr.  Beall.  In  the  event  you  sell  any  amount  of  rails  over  and 
above  any  specified  percentage,  are  you  required  to  pay  any  forfeit 
or  any  penalty? 

Mr.  Faeeell.  We  are  not  members  of  any  association. 

Mr.  Beall.  Because  of  that  excess? 

Mr.  Faeeell.  Our  company  is  not  a  member  of  any  association, 
and  consequently  I  know  nothing  about  it. 

Mr.  Beall.  Do  you  know  anything  about  any  agreement  among 
foreign  rail  makers  not  to  quote  the  price  of  rails  in  the  United 
States  below  the  domestic  prices? 

Mr.  Faeeell.  No,  sir. 

Mr.  Beall.  Do  you  know  anything  about  any  agreement  among 
the  domestic  manufacturers  that  they  will  not  quote  steel  rails  in 
any  foreign  country  that  produces  steel  rails  below  the  prices  that 
are  quoted  there  ? 

Mr.  Faeeell.  No,  sir;  I  can  answer  the  question,  though,  to  the 
extent  of  saying  that  when  I  was  at  our  Lorain  mill  two  weeks  ago 
we  were  rolling  rails  for  Liverpool,  Newcastle,  and  Glasgow. 
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Mr.  Beall.  I  believe  you  stated  that  you  do  not  know — that  jou 
have  no  knowledge— of  any  arrangement  under  which  American 
manufacturers  have  bound  themselves  not  to  quote  prices  below  the 
prices  of  their  home  manufacturers  in  any  foreign  country? 

Mr.  Faekell.  I  have  no  knowledge.  I  say  we  have  58  offices  all 
over  the  world.  I  do  not  know  what  our  people  may  be  doipg  in 
some  of  these  countries.  I  presume  they  are  conforming  to  the  laws 
of  those  countries.    They  ought  to. 

Mr.  Beall.  Have  you  any  knowledge  of  any  international  agree- 
ments controlling  or  seeking  to  control  the  price  of  pipe  and  tubes, 
sheets  and  wires? 

Mr.  Faerell.  No;  I  think  a  great  many  years  £igo  there  was  an 
arrangement,  that  there  was  some  effort  made  to  effect  an  arrange- 
ment on  pipe. 

Mr.  Beall.  There  is  some  kind  of  an  international  organization 
in  which  American  manufacturers  participate,  is  there  not.  in  the 
steel  business  ? 

Mr.  Faerell.  No,  sir;  not  to  my  Imowledge. 

Mr.  Beall.  The  National  Steel  Institute,  is  not  that  it?  ire 
there  not  certain  Americans  members  of  the  International  Steel  In- 
stitute— perhaps  is  the  proper  name  of  it  ? 

Mr.  Faerell.  That  was  a  metallurgical  convention.  I  can  give 
you  the  proceedings  of  that  convention,  if  you  would  like  to  have  it. 

Mr.  Beall.  Have  you  been  present  at  their  meetings  ? 

Mr.  Faeeell.  Yes,  sir;  I  was  present.  I  have  attended  a  good 
many  of  the  metallurgical  conventions. 

Mr.  Beall.  What  is  the  name  of  this  particular  organization? 

Mr.  Faeeell.  Which? 

Mr.  Beall.  The  one  that  meets  at  Brussels? 

Mr.  Fakkell.  It  did  not  have  any  particular  riame.  It  was  a  con- 
vention of  metallurgists  from  all  parts  of  the  world — from  Kussia, 
Italy,  Spain,  France,  Germany,  Austria-Hungary,  Great  Britain, 
America,  and  Canada. 

Mr.  Beall.  Did  it  not  have  any  title  at  all?    What  did  they  call  it? 

^Ir.  Fareell.  I  don't  remember.  Perhaps  the  proceedings  might 
tell.    Of  course  it  was  an  international  gathering. 

Mr.  Beall.  What  was  the  purpose  of  that  international  gathering, 
briefly  stated? 

Mr.  Faerell.  The  purpose  of  the  gathering  was  to  become  ac- 
quainted and  to  discuss  papers,  the  same  as  in  any  convention  in  any 
industry.  The  proceedings  were  printed.  They  are  available  for 
anybody  that  wants  to  see  them. 

Mr.  Beall.  Did  they  have  anything  to  do  with  the  discugsipn  of 
prices  ? 

Mr.  Faeeell.  No,  sir. 

Mr.  Beall.  I  have  seen  frequent  references  to  the  alleged  f^ct 
that  there  was  some  sort  of  an  international  agreement  that  wjis  being 
made  among  manufacturers  of  steel.  Do  you  know  anything  about 
that? 

jMr.  Faeeell.  No.  There  may  be  a  desire  on  the  p3,rt  of  sopie  of 
the  Europeans  to  have  a  thing  of  that  kind.  But  we  know  we  can 
not  have  a  thing  of  thfl,t  kind,  so  we  could  not  consider  it.  I  have 
read,  and  I  thought  I  had  it  with  me,  a  cppy  of  a  page  from  one  pf 
the  English  papers  in  which  they  stated,  I  think  it  was  in  1909,  that 
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the  British  Sheet  Iron  Manufacturers'  Association  had  no  fear  of  the 
Americans  maldng  any  headway  in  the  expbrt  trade  because  of  their 
high  costs  of  labor  and  the  dearntes  of  spelter.  I  was  conrpiling 
some  figures  recently  showing  we  had  built  our  sheet-itbn  business 
up  to  230,000  tons. 

Mr.  Beall.  I  understood  you  to  say  yesttird'ay  that  the  railroads 
very  frequently  make  demand  upon  you  for  rails  of  certain  speci- 
fications ? 

Mr.  Farrell.  Yes,  sir. 

Mr.  Beaix.  Where  there  is  some  variation  in  the  amount  of  cer- 
tain aUoys  that  go  to  make  them  ? 

Mr.  Farrell.  Yes,  sir. 

Mr.  ^EALL.  T  believe  the  stlbstance  of  your  answer  was  that  those 
rails  were  more  durable  in  some  respects  and  more  brittle  and  more 
likely  to  bteak  ih  others.  I  noticed  a  few  dstys  agb  in  some  news- 
paper whei'e  some  one  rbad,  I  think  in  the  South,  on  a  train  there  was 
a  flat  wheel  and  it  broke  several  hundred  rails.    Did  you  see  that? 

Mr.  Farrell.  I  did  not;  but  I  know  a  flat  wheel  is  likely  to  do 
that  with  a  high-carbon  rail. 

Mr.  Beall.  What  would  that  indicate? 

Mr.  Farrell.  Perhaps  too  high  cafbon  iu  the  steel,  the  very  thing 
I  was  talking  about. 

Mr.  ^EALL.  That  that  rail  was  too  brittle? 

Ml".  Farrell.  Apparently  too  brittle.  A  softer  rail  would  have 
stood  an  indentation,  whereas  a  Very  high-carbon  rail,  high  in  ^licon, 
would  not'. 

Mr.  Beabl.  Wliat  purpose  has  the  railroad  company  in  equipping 
its  foad  with  rails  that  are  so  brittle  as  that? 

Mr.  Farrell.  I  do  not  know.  Of  cottrse,  they  are  harder  and  they 
weaf  loflgter; 

Mr.  Beall.  They  stand  certain  classes  of  wear  better  than  the 
softer  rail? 

Mi*.  Farrell.  Yes,  sir;  they  do. 

Mr.  Beall.  B'ut,  under  certain  other  (Contingencies,  there  might  be 
much  less  trduble  with  the  softer  rail  ? 

Mr.  Farrell.  Probably. 

Mir.  BeaIll.  Arid  the  harder  rail  is  more  dahgeroius  to  huiiian  life  ? 

Mr.  Farrell.  Yes ;  it  is  generally  thought  so. 

I  think  the  railroads,  as  well  as  the  rail  makers,  are  doing  every- 
thing tiey  possibly  can  to  develop  a  rail  that  is  safe. 

As  far  as  we  are  conceTnfed,  we  would  rather  pass  our  dividends 
than  turn  put  rails  that  would  affect  the  safety  of  the  traveling  pub- 
lic— ^the  safety  of  ourselves  or  anybody  else  who  might  be  traveling 
on  railroads. 

Mr.  Beall.  Butj  of  course,  in  filling  an  order  for  rails,  you  comply 
with  the  specifications  and  requirements  of  the  railroad  company  ? 

Mr.  Farrell.  We  are  obliged  to  conform  to  the  ^ecifications  pre- 
sented to  UH.    They  insist  on  that. 

Mr.  Beall.  Do  you  know  of  any  instances  where  these  special 
specifications  have  been  submitted  to  you  upon  rails^  and  submitted 
to  other  manufacturers,  where  different  compitnies  would  offer  to 
supply  the  rails  at  exactly  the  same  figbre? 

Mr.  Farrell.  I  do  not  know.  I  do  know  that  the  American  So- 
ciety of  Engineers,  and  the  railway  societies  and  technical  men  gener- 
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ally,  have  been  making  a  constant  study  of  the  quality  of  rails  for  sev- 
eral years,  and  they  are  still  at  it. 

Mr.  Beall.  In  the  transaction  of  the  business  of  your  corporation, 
when  the  time  arrives  that  you  think  the  conditions  demand  a  change 
in  price  of  any  articles  that  you  manufacture,  what  is  the  process  by 
which  that  price  is  changed? 

Mr.  Faekell.  We  simply  notify  our  offices  all  over  the  country 
that  the  price  is  either  changed  up  or  down,  as  the  case  may  be. 

jMr.  Beall.  Preliminary  to  that  change,  is  there  any  kind  of  a  con- 
sultation between  you  and  anybody  else  as  to  whether  or  not  that 
change  should  be  made? 

Mr.  Fareell.  You  mean  within  our  companies? 
Mr.  Beall.  No;  ^v*ith  anybody  outside  of  your  companies? 
Mr.  Faeeell.  No,  sir. 

Mr.  Beall.  At  these  Gary  dinners  it  is  constantly  drilled  into 
those  that  are  present  that  parties  there  are  under  the  highest  moral 
obligation  to  maintain  prices;  that  the  obligation  is  more  effective 
and  more  binding  than  an  agreement  that  would  be  signed  upon 
that  question. 

When  you  come  to  change  a  price,  how  can  you  consistently,  with 
that  obligation  of  honor,. of  which  we  see  so  much  at  the  Gary  din- 
ners, change  that  price  without  conferring  with  somebody  or  con- 
sulting with  somebody,  or  at  least  advising  somebody  that  you  in- 
tended to  do  it?  Would  not  that  be  considered  a  breach  of  faith, 
under  the  code  of  honor  that  is  established  at  those  dinners? 

Mr.  Faeeell.  Our  people  might  tell  somebody  that  their  price  is 
so  and  so.  , 

Mr.  Beall.  Do  they  do  that  ?     Is  that  a  custom  ?     Is  that  the  ordi- 
nary rule  that  is  observed?    When  you  get  ready  to  change  a  price 
do  you  advise  the  other  competitors  of  the  fact  that  you  are  going 
to  change  the  price  ? 
Mr.  Faeeell.  It  has  been  the  custom  to  notify  everybody. 
Mr.  Beall.  If  you  do  not  do  that  do  you  not  render  yourselves 
subject  to  the  charge  of  breaking  this  faith  with  your  competitors 
and  marring  that  spirit  of  cooperation  that  you  have  been  seeking 
to  develop? 
Mr.  Eeed.  Are  you  speaking  of  the  present  or  the  past,  Mr.  Beall? 
Mr.  Beall.  Of  conditions  now;  during  the  past  two  or  three  or 
four  years ;  anywhere  within  the  recent  past. 

Mr.  Eeed.  During  the  past  few  months,  of  course,  the  spirit  of 
cooperation  has  been  somewhat  damaged  by  events  here  in  Wash- 
ington. 

Mr.  Beall.  We  can  not  quite  understand  why  that  would  be  true, 
because  it  was  contended  that  in  this  spirit  of  cooperation  there  was 
no  element  of  violating  any  law. 

Mr,  Eeed.  Not  only  contended,  but  believed,  Mr.  Beall ;  but  other 
people  did  not  seem  to  believe  it. 

Mr.  Beall.  Prior  to  the  rude  shock  that  this  spirit  of  cooperation 
has  received  in  the  past  few  months — ^prior  to  that  time,  when  the 
United  States  Steel  Corporation  came  to  the  conclusion  that  it  was 
proper  or  necessary  to  change  the  price  upon  any  of  their  staple 
articles,  would  they  advise  the  competitors  of  the  contemplated 
change  ? 
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Mr.  Fareell.  Possibly.  For  example,  if  I  met  a  friend  in  the 
street"  or  going  out  to  lunch  and  he  asked  what  I  was  selling  wire 
nails  for,  I  would  not  hesitate  to  tell  him. 

Mr.  Beall.  Was  there  any  rule  or  any  understanding  among  those 
connected  with  the  United  States  Steel  Corporation  that  when  any 
change  of  this  kind  was  contemplated  the  competitors  should  be  ad- 
vised of  the  proposed  change? 

Mr.  Faekell.  Not  as  I  understand  it. 

Mr.  Beall.  Was  there  any  custom  of  that  sort  ? 

Mr.  Fareell.  There  are  customs  where  people  have  from  time  to 
time  told  each  other  what  they  are  selling  goods  for.  You  can  get 
that  information  in  any  industry. 

Mr.  Beall.  Confining  it  now  to  the  United  States  Steel  Corpora- 
tion, I  will  ask  you  again  if  there  is  any  custom  prevailing  in  that 
organization,  when  they  contemplate  making  a  change  in  the  price  of 
any  of  their  staple  ai;ticles  of  trade,  of  advising  their  competitors  of 
that  proposed  change? 

Mr.  Fareell.  Not  specifically.  Of  course,  if  prices  are  changed, 
they  are  changed  openly;  a  price  would  be  changed  openly.  Cus- 
tomers and  salesmen  would  be  notified  of  a  change  in  price. 

Mr.  Beall.  I  will  ask  this :  Were  you  at  the  Gary  luncheon  that 
was  given  about  May  of  last  year  immediately  after  the  Republic 
Co.  had  some  change  in  its  prices? 

Mr.  Faeeell.  Yes;  I  think  so. 

Mr.  Beall.  Do  you  remember  whether  anything  was  said  at  that 
luncheon,  in  the  spirit  of  complaint  against  the  Eepublic  Co.,  that 
that  company  had  made  these  reductions  in  its  prices  and  these 
changes  without  giving  any  notice? 

Mr.  Faerell.  I  do  not  remember.    I  have  no  recollection  of  it. 

Mr.  Beall.  I  will  ask  you,  at  Judge  Bartlett's  suggestion,  if  Judge 
Gary,  in  his  remarks  at  that  luncheon,  did  not  make  that  complaint 
tiiat  this  spirit  of  cooperation  had  been  broken  by  the  Republic  Co. 
making  these  changes  in  prices  without  giving  any  notice? 

Mr.  Fareell.  I  think  at  that  time  Judge  Gary  issued  a  statement 
about  the  price  conditions.  I  do  not  know  whether  you  have  a  copy 
of  it  or  not.  I  do  not  recall  it.  He  made  some  reference  to  the 
market  situation  in  the  statement  that  he  published. 

Mr.  Beall.  I  will  ask  you,  as  a  matter  of  fact,  if,  when  the  United 
States  Steel  Corporation,  during  the  past  few  years,  has  made  a 
change  in  price,  other  corporations  engaged  in  like  business  have 
not  made  a  corresponding  change? 

Mr.  Fareell.  They  can  learn  of  it  in  10  minutes  from  customers. 

Mr.  Beall.  Does  it  not  always  result  in  those  other  corporations 
making  a  change? 

Mr.  Fareell.  I  presume  business  reasons  would  cause  a  man  to 
change  his  price  to  conform  to  the  market  ? 

Mr.  Beall.  Is  it  or  is  it  not  true  that  since  the  organization  of  the 
United  States  Steel  Corporation  these  smaller  companies,  with  the 
possible  exception  of  the  Republic  Co.  last  May,  have  felt  a  very 
great  hesitancy  in  making  any  great  change  in  their  prices  without 
consulting  somebody  connected  with  the  United  States  Steel  Cor- 
poration ? 

Mr.  Fareell.  I  have  not  noticed  any  such  hesitancy. 
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Mr.  Beall.  Have  they  taken  the  initiative  in  making  changes  in 
prices  of  steel  products  ? 

Mr.  Faheell.  I  should  say  the  prices  have  been  changed  as  often 
by  the  small  people  as  they  have  by  the  large  people.  It  depends 
altogether  on  the  exigencies  of  the  mills.  If  a  man  has  not  suffici^t 
business,  he  changes  his  price  in  order  to  get  business.  He  may  have 
a  mill  in  a  locality  where  business  may  be  less  prosperous  th^n  it  is 
somewhere  else,  and  he  will  make  his  price  to  taTie  the  business. 

Mr.  Beall.  Then  the  Gary  dinners  failed  of  their  purpose?  Be- 
cause, as  I  understand  it,  the  very  purpose  of  these  dinners  was  to 
develop  and  encourage  this  spirit  of  cooperation  so  that  these  differ- 
ent companies  would  observe  the  golden  rule  and  would  accord  fair 
and  proper  treatment  to  all  their  competitors. 

I  believe  that  is  all. 

The  Chairman.  That  is  all.     Thank  you. 

Mr.  Farhell.  I  thank  you  all  for  your  courtesy,  gentlemen. 

The  CiiAiRjrAN.  "\Vt  will  take  up  these  subpoenas  now.  t  have 
liere  the  subpoena  on  Judge  Reed,  president  of  the  Bessemer  &  Lake 
Erie  Railroad  Co.    You  know  what  that  asks  for,  Mr.  Reed? 

Mr.  Reed.  Yes. 

In  response  to  that  subpoena  I  have  a  statement  signed  by  the 
auditor  of  the  Bessemer  &  Lake  Erie  Railroad  Co..  in  the  form  dic- 
tated by  your  acco>iniant.  showing  the  traffic  of  the  Steel  Corporation 
and  others.  Also  a  map  of  the  railroad.  Also  the  general  maaager's 
report  f oi-  the  year  ending  December  Si ,  l&lO. 

The  subpoena  also  asks  for  the  report  for  the  year  1911,  but  that 
has  not  been  finished  as  yet.    It  will  be  furnished  as  soon  as  possible. 

The  Chairman.  To  make  a  long  story  short,  that  is  all  ih&t  Mr. 
Mannington  asked  for,  and  that  complies  with  his  request? 

Mr.  Reep.  That,  with  one  other  document,  a  10-year  summary  of 
operating  c<ists. 

The  Chairman.  Which  will  be  furnished? 

Mr.  Reed.  Which  is  furnished  now.  I  hand  the  chairman  now 
these  papers. 

The  Chairman.  Here  is  another  subpoena  for  Judge  Reed,  as 
president  of  the  Union  Railroad  Co. 

•Mr.  Reed.  Here  is  a  statement,  Mr.  Chairman,  in  the  same  form, 
approved  by  your  accountant,  for  the  Union  Railway  Co.,  but,  as  it 
publishes  no  :mnual  reports.  I  have  not  been  able  to  present  an  an- 
nual report  for  the  committee. 

I  understand,  however,  that  the  committee's  accountants  have 
copied  the  reports  made  annually  by  this  railroad  company  to  the 
Interstate  Commerce  Commission,  and  that  will  give  full  informa- 
tion. 

The  Chairman.  All  right. 

There  is  another  one  for  Mr.  Banks,  president  of  the  Elgin,  Joliet 
&  Eastern  Railroad,  a^ing  for  certain  statistics. 

Mr.  RteED.  Mr.  Banks  is  present  in  person  and  has  the  informa- 
tion compiled,  and  will  give  it  to  the  committee's  accountants,  if  that 
is  satisfactory  to  the  committee. 

The  Chairman.  Yes ;  or  to  Mr.  Mannington. 

^fr.  Reed.  If  he  is  here. 

The  Chairman.  He  is  not  here  now. 

Mr.  Reed.  Do  you  expect  to  be  here  to-morrow,  Mr.  Banks? 
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Mr.  Banks.  I  can  be  here  to-morrow. 

Mr.  Heed.  Have  you  that  information  ready  to  present  ? 

Mr.  Banks.  Yes. 

Mr.  Reed.  I  think  Mr.  Banks  can  give  that  to  the  committee  now. 

The  Chaibman.  The  other  subpoena  is  for  Mr.  W.  P.  Palmer-,  presi- 
dent of  the  Newburg  &  South  Shore  Eailroad. 

Mr.  Reed.  I  have  that  statement,  like  the  other. 

The  Chairman.  That  is  on  the  blank  provided  ? 

Mr.  Reed.  That  is  on  the  blank  dictated  by  Mr.  Mannington,  and 
that  company  also  publishes  no  annual  report,  but  you  have  copied 
its  reports  to  the  Interstate  Commerce  Commission. 

The  Chairman.  I  wish  to  state  that  the  committee  understands 
that  Mr.  Sterling  is  absent  from  the  sessions  of  the  committee  on  ac- 
count of  a  death  in  his  family.  "We  regret  very  much  that  he  is 
compelled  to  be  away. 

Mr.  Reed.  Mr.  Banks  has  not  compiled  the  information  in  the  same 
form,  Mr.  Chairman,  but  gives  the  information  in  full  detail,  so  that 
it  will  be  a  matter  of  but  a  few  minutes'  work  by  a  clerk  to  put  it  in 
the  same  form. 

The  Elgin,  Joliet  &  Eastern  makes  no  annual  report,  but  you  have  a 
copy  of  its  report  to  the  Interstate  Commerce  Commission. 

The  Chairman.  You  have  seen  the  subpcsna,  Mr.  Banks,  and  your 
statement  complies  with  it  ? 

Mr.  Banks.  I  have  complied  with  the  statement.  I  have  tried  to 
gi^'e  you  what  was  wanted.     I  have  answered  each  question. 

Mr.  Reed.  If  that  information  is  defective  in  any  way,  Mr.  Chair- 
man, Mr.  Banks,  of  course,  can  explain  it  or  forward  additional  in- 
formation as  required. 

The  Chairman.  I  will  say  to  all  these  gentlemen  to  whom  process 
has  been  issued  that  I  assume,  of  course,  you  have  endeavored  to 
give  the  information  desired,  but  you  will  please  hold  yourselves 
subject  to  subpoena,  so  that  if  Mr.  Mannington  wants  any  further 
information  it  will  not  be  necessary  to  issue  another  subpoena  duces 
tecum. 

Mr.  Banks.  AVe  will  give  all  the  information  that  we  can.  We 
have  tried  to  do  that  in  this  case.  Will  there  be  anything  further 
from  our  railroad? 

The  Chairman.  I  do  not  know  that  there  will  be  anything  further. 
I  think  we  can  get  along  better  by  having  Mr.  Mannington  suggest 
to  you  what  he  wants,  to  save  the  necessity  for  further  process. 

Mr.  Banks.  Will  he  be  here? 

The  Chairman.  Not  to-morrow;  but  these  things  will  be  for- 
warded to  him. 

Mr.  Gray,  you  will  appear  before  the  committee  at  10.30  o'clock 
to-morrow. 

Whereupon,  at  4.30  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Wednesday,  January  24,  J 912,  at  10.30  o'clock  a.  m. 
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UNITED  STATES  STEEL  CORPOEATION. 


Committee  on  the  Investigatiok  or  the 

United  States  Steel  Corporation, 

House  of  Kepresentatives, 
'Wednesday,  Janua/ry  2^,  191^. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

STATEMENT  OF  RICHARD   H.   GREY. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Where  do  you  reside,  Mr.  Grey  ? 

Mr.  Grey.  I  have  resided  in  San  Francisco  for  the  iast  30  years. 

The  Chairman.  You  were  subpoenaed  to  appear  before  the  com- 
mittee to-day  ? 

Mr.  Grey.  I  appear  in  obedience  to  your  telegram  and  subsequent 
subpoena. 

The  Chairman.  What  is  your  business  ? 

Mr.  Grey.  I  am  a  dealer  in  iron  and  steel  products,  boiler-tube 
material. 

The  Chairman.  In  order  to  expedite  matters  as  much  as  possible, 
I  will  ask  you,  in  your  own  way,  to  tell  us  what  firm  you  are  con- 
nected with,  what  business  it  is  in,  and  what  transactions  you  have 
had  as  a  result  of  that  business  with  the  Government  in  furnishing 
supplies  for  battleships  and,  incidentally,  what  experience  you  have 
had  with  the  United  States  Steel  Corporation. 

Just  start  at  the  beginning,  giving  us  an  account  of  the  firm  with 
which  you  are  connected.    State  it  in  your  own  way. 

Mr.  Grey.  Mr.  Chairman,  I  have  been,  you  might  say,  a  dealer  in 
iron  and  steel  products  for  the  best  part  of  my  life,  covering  at  least 
a  period  of  26  years. 

In  my  first  experience  in  San  Francisco  I  was  connected  with  one 
of  the  oldest  firms  in  that  line  of  business,  in  whose  employ  I  re- 
mained for  11  years.  I  have  been  subsequently  in  business  for 
myself  14  years. 

The  Chairman.  What  firm  was  that  ? 

Mr.  Grey.  I.  S.  Van  Winkle  &  Co.,  established  in  Sacramento  in 
1849. 

Mr.  Young.  That  is  the  first  firm  with  which  you  worked  ? 

Mr.  Grey.  That  was  my  first  and  only  experience  outside  of  being 
in  business  on  my  own  account. 

I  think  I  can  say,  without  egotism,  that  I  am  pretty  well  posted 
on  conditions  as  a  dealer  in  iron  and  steel  commodities  in  San  Fran- 
cisco. 
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The  Chaikman.  Are  you  still  in  the  employ  of  Van  Winkle  &  Co.? 

Mr.  Grey.  No,  Mr.  Chairman;  I  have  been  in  business  for  myself 
for  the  last  14  years.  -nr-   n     ™  ^ 

The  Chaieman.  ^Vhat  became  of  the  firm  of  Van  Winkle  &  Co., 
and  how  did  you  happen  to  go  into  business  for  yourself? 

Mr.  Geet.  The  firm  of  I.  S.  Van  Winkle  &  Co.,  at  the  time  I  was 
in  their  employ,  were  distributing  and  dealing  in  iron  and  steel 
products  in  general,  and  doing  business  likewise,  to  a  large  extent, 
with  the  Government,  particularly  in  the  years  of  the  Spanish- 
American  War. 

I  entered  their  employ  for  the  second  time  about  that  period, 
having  been  away  from  them  about  two  years.  They  solicited  my  re- 
turn to  that  business.  They  wished  to  have  the  benefit  of  my  expe- 
rience. The  principal  of  that  house  was  in  poor  health,  having  had 
a  sunstroke,  and  consequently  they  required  somebody  to  manage  the 
business  for  them  of  experience. 

In  that  connection,  I  returned  to  their  employ,  and  considerably 
increased  their  business. 

Mr.  Young.  Will  you  not  fix  the  time  of  that  second  employment? 

Mr.  Grey.  In  the  year  1896,  Mr.  Young. 

I  considerably  increased  their  business,  with  the  Government  in 
particular,  an(^  in  that  branch  I  gained  considerable  experience  with 
the  Government  methods,  and  became  better  acquainted  with  the 
requirements  of  the  Government,  the  kind  of  material  that  is  neces- 
sary to  meet  the  Government's  specifications  and  the  sources  of 
supply. 

It  became  evi-dent  to  me,  when  I  went  into  business  for  myself, 
that  I  must  make  friends,  and  I  endeavored  to  make  business  friends 
with  the  United  States  Steel  Corporation,  or  more  particularly  with 
the  Shelby  Steel  Tube  Co. 

The  Chairman.  Was  that  prior  to  the  time  they  were  absorbed 
by  the  Steel  Corporation  ? 

Mr.  Grey.  This  was  in  1900,  Mr.  Chairman. 

Mr.  Young.  Just  previous  to  the  organization  of  the  steel  com- 
pany? 

Mr.  Grey.  I  believe  so. 

The  Chairman.  If  the  Shelby  Steel  Tube  Co.  solicited  your  busi- 
ness in  any  way,  explain  that  to  the  committee. 

Mr.  Grey.  They  had  done  so.  I  felt  that  they  were  friendly  to 
me.  I  had  bought  boiler  tubes  from  them,  and  I  had  received  invita- 
tions from  them  to  transact  business.  Furthermore,  I  had  received 
samples  of  their  products  which  were,  in  a  measure,  improvements 
in  the  direction  of  a  boiler  tube  for  the  United  States  Navy  uses. 

The  Chairman.  Explain  to  the  committee  the  difference  between 
the  boiler  tube  made  by  the  Shelby  Steel  Tube  Co.  and  the  ordinary 
tube  made  from  a  steel  jDlate. 

Mr.  Grey.  Mr.  Chairman,  ther^  is  what  is  Icnown  in  the  trade  as 
a  seamless  cold-drawn  steel  boiler  tube  of  standard  thickness  and 
dimensions,  which  is  used  in  the  ordinary  course  of  business  by  boiler 
makers  generally.  It  is  manufactured  from  open-hearth  billets  or 
round  bars,  and  in  characteristics,  chemical  analysis,  and  physical 
tests  it  is  in  no  wise  different  from  that  which  is  used  by  the  Navy 
Department  and  by  the  Government  generally. 
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The  Chaieman.  Is  that  tube  made  by  a  patented  process,  or  was  it 
at  that  time  ? 

Mr.  Geet.  It  is  made  by  what  is  known  as  the  seamless  process. 

The  Chair^ian.  Explain  that.  How  did  it  differ  from  the  ordi- 
nary tube? 

Mr.  Grey.  From  my  understanding  as  a  dealer,  that  tube,  instead  of 
being  rolled  into  a  flat  plate  and  lapwelded,  is  made  from  a  solid  bar, 
drilled  and  expanded  so  that,  eventually,  it  becomes  a  seamless  tube 
instead  of  a  flat  piece  of  steel  which  is  scarfed  on  the  edges  and 
lapped  over  and  rolled  back  and  forth  and  in  that  way  united. 

As  I  was  stating 

The  Chairman.  Were  the  Shelby  people,  at  the  time  prior  to  the 
organization  of  the  United  States  Steel  Corporation,  the  only 
makers  of  these  seamless  tubes  from  a  cold  billet? 

Mr.  Gret.  I  can  not  say  that  they  were  the  only  makers,  but  I 
consider  their  product  the  best  of  that  character,  in  so  far  that  they 
brought  samples  to  my  office  at  that  time,  inviting  my  attention  to 
their  qualities  for  expansion  and  contraction,  bending  tests,  and 
various  other  physical  characteristics  for  which  that  material  might 
be  considered  superior. 

The  Chairman.  At  that  time  they  were  soliciting  your  business? 

Mr.  Grey.  Yes. 

The  Chairman.  Did  you  purchase  from  them? 

Mr.  Grey.  I  had  done  so,  sir. 

The  Chairman.  Prior  to  1901  or  1902,  had  you  any  difficulty  in 
filling  your  orders  with  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Grey.  None  whatever. 

The  Chairman.  They  sold  to  you  freely? 

Mr.  Grey.  Yes.    Not  frequently,  but  freely. 

The  Chairman.  You  may  proceed. 

Mr.  Gkey.  I  went  to  Mare  Island  Navy  Yard  with  samples  which 
they  had  brought  to  my  office  when  inviting  my  business,  and  I  in- 
troduced them  there.  I  believe  I  may  say  that  I  was  the  first  to 
introduce  the  Shelby  Steel  Tube  Co.'s  products  to  the  attention  of 
the  Mare  Island  Navy  Yard,  in  consequence  of  which  I  received 
orders  from  the  Navy;  and  I  endeavored  to  fill  those  orders.  I" 
did  so. 

In  the  course  of  time  I  found  what  seemed  to  be  a  change  of  dis- 
position toward  me  by  the  Shelby  Steel  Tube  Co.  Though  they  had 
formerly  quoted  me  and  sold  me,  they  were  soon  unable  to  do  so, 
for  various  reasons  which  they  might  have  stated,  such  as  inability 
to  deliver  on  time,  or  inability  to  quote  for  this  reason  or  that  reason. 

It  developed  in  my  mind  that  they  were  no  longer  friendly  to  me, 
and  were  rather  seeking  to  pry  into  the  sources  to  which  I  sold 
boiler  tubes  of  that  character,  with  the  purpose  of  defeating  me 
instead  of  aiding  me  in  securing  orders. 

Mr.  YoTJNG.  They  were  trying  to  sell  direct,  were  they? 

Mr.  Grey.  That  would  be  the  inference. 

The  Chairjian.  All  right. 

Did  you  take  an  order  at  any  time  lately  for  the  Battleship  Ben- 
nington? 

Mr.  Grey.  I  succeeded  in  obtaining  a  contract  from  the  Navy 
Department  in  August,  1904,  for  seamless  steel  boiler  tubes  of  Gov- 
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ernment  requirements,  those  requirements  being  that  the  tubes  shall 
be  somewhat  thicker  than  the  ordinary  standard  tube. 

The  Chairman.  I  think,  at  that  point,  it  would  be  well  for  jovi 
to  explain  fully  just  who  bid  on  this  quantity  of  supplies  for  which 
the  Government  asked  for  sealed  bids,  what  those  supplies  were, 
who  were  the  bidders,  who  bid  on  all  of  them,  and  who  bid  on  a  few 
of  them,  and  what  was  necessary  to  fill  that  contract,  and  your  whole 
connection  with  it.  Explain  it  in  your  own  way.  Take  your  time 
about  it,  and  tell  us  the  details. 

Mr.  Gret.  I  have  before  me  a  copy  of  a  contract  made  with  the 
United  States  Navy  Department,  dated  August  2,  1906. 

Mr.  YoTJNG.  That  is  a  contract  between  you  and  the  Navy  De- 
partment, you  mean? 

Mr.  Gret.  Yes;  Mr.  Young. 

This  contract  covers  material  to  be  used  in  the  construction  of 
boilers  for  the  U.  S.  S.  Bennington,  which,  as  you  gentlemen  may 
remember,  blew  up  in  the  harbor  of  Santiago  a  few  months  prior 
to  this  date. 

The  navy  yard  officials  at  Mare  Island  were  intending  to  build 
these  boilers  from  the  material  which  was  to  be  furnished  cut  to 
dimensions,  and  which,  when  erected,  would  form  the  complete 
structure. 

It  consisted  of  55  items  of  steel  bars,  rivets,  two  items  of  seamless 
steel  boiler  tubes,  steel  plates,  wrought-iron  nuts  and  bolts,  sheet  steel 
for  the  smokestack,  and  up-takes,  conected  with  the  boiler,  angle- 
bars,  to  be  used  as  braces,  rib  floor  plates,  to  be  used  in  the  engine 
room,  of  various  sizes,  dimensions,  and  shapes,  to  be  in  accordance 
with  the  Navy  Department's  specifications  covering  the  manufacture 
and  inspection  of  that  material,  relatively. 

The  Chairman.  "Would  you  object  to  filing  that  contract  with  us, 
to  be  embodied  in  the  record? 

Mr.  Gret.  Certainly  not. 

The  contract  is  as  follows : 

S.  and  A.     Form  No.   2.S4.     To  be  used  when  the  consideration  exceeds  five 
hundred  dollars  and  the  time  allowed  for  delivery  is  over  thirty  days. 

CoNTBACT  No.  75. — Series  1907. — Pay  office  8.  F.,  Cal. 

NAVT  PAT   OFFICE — CONTEAOT. 

Req.  No.  6,  Bu.  Steam  Engineering. 
Account  of     Station  Mare  Island,  Cal. 

App'n  Steam  Machinery,  1907. 

This  contract,  of  two  parts,  made  and  concluded  this  second  day  of  August, 
A.  D.  1906,  by  and  between  Richard  H.  Grey,  of  Oakland,  in  the  State  of 
California,  party  of  the  first  part,  and  the  United  States  by  the  purchasing 
pay  officer.  United  States  Pay  Office,  San  Francisco,  Cal.,  acting  under  the 
direction  of  the  Secretary  of  the  Navy,  party  of  the  second  part,  witnesseth, 
that  for  and  in  consideration  of  the  payments  hereinafter  specified,  the  party 
of  the  first  part,  for  himself  and  his  personal  and  legal  representatives,  does 
hereby  covenant  and  agree  to  and  with  the  party  of  the  second  part,  as  fol- 
lows, viz: 

That  he,  the  said  party  of  the  first  part,  will  furnish  and  d-eliver,  at  his 
own  risk  and  expense,  at  such  place  in  the  navy  yard.  Mare  Island,  Cal.,  as 
the  commandant  thereof  may  direct,  and  within  sixty  days  from  the  date  of 
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this  contract,  the  following  articles,  and  at  the  price  set  opposite  each  item, 
respectively : 

Steam  engineering  requisition  No.  6. 
Steel  bars,  class  B,  as  per  blue  print. 

Item  4—24,  2(y  Q"  long,  \\"  diam.,  for  stay  boltte, 

main  boilers. 
Item  5 — 62,  19'  6"  long,  2\"  diam.,  for  main  braces, 

main  boilers P.  H.  &  S.  Co.     .  0261  90d 

Item  6—4,  10'  0",  2}"  diam.,  for  as  above E.  A.  Temple     .  0401         50d 

Item  7—152,  2'  0'',  3i"  sq.,  for  as  above R.  H.  Gray  .  0397  60d 

Item  8 — 32,  2  ft.,  4"  sq.,  lor  as  above. 

Item  9—12,  1  ft.,  6",  4'' sq.,  for  as  above. 

Item  10—8,  10  ft.,  3"  sq.,  for  as  above. 

Item  11—8,  12  ft.,  2"  sq.,  for  as  above. 

Item  12—1,  16  ft.,  f"  x  3"  x  5",  angle  for  bracing 

front  beads  to  comb,  chamber. 
Item  13—1,  20  ft.,  A\"  x  3i"  x  15.9  lbs.,  T  bar,  for 

bracing  evaporator  heads. 
Item  14—78,  16  ft.,  1}"  diam,,  rivet  steel  for  rivets, 

main  boilers. 
Item  15—169,  16  ft.,  1"  diam.,  rivet  steel  for  rivets, 

main  boilers. 
Item  16 — 52,  16  ft.,  J"  diam.,  rivet  steel  for  rivets, 

main  boilers. 
Item  17 — 34,  16  ft.,  f"  diam.,  rivet  steel  for  rivetsj 

main  boilers. 

Total  estimated  weight,  56,028  lbs 0397  lb .  .  2224  31 


Seamless  mild  steel  tubes,  as  per  blue  print. 


P.  H'.  &  S.  Co.        3. 50        90d 
2.  60d 


{Tj     Til     m 
SheUey'  1:59        60d 

Item  18—1,650  ordinary  tubes,  7  ft.  2"  long,  2J"  out- 
side diameter.  No.  9,  B'.  W.  G.=39,4941bs.,  2.00ea. .  3, 300. 00 

5,524.31 
Item  19—310  stay  tubes,  7  ft  2"  long,  2\"  outsidef S"  S'  ^  ^-  ^°-        \-  ^5    «5^ 
diameter.  No.  6  B.  W.  G.=9,908  lbs.,  3.50  ea [sheney  '  1 95    60d 

Steel  plates. 

Class  B,  as  per  blue  print. 

Item  20— Letter  A.,  24,  15  ft.  6 J"  long,  6'  1"  brdth,, 

i"  thickness,  for  shell,  main  boiler. 
Item  21— Letter  B.,  48,  6  ft.  1"  long,  lOJ"  brdth., 

fj"  thickness,  for  butt  straps,  main  boilers. 

Item  22— Letter  C,  4, 13  ft.  6"  long,  3  ft,  SJ"  brdth. 
1^"  thickness,  for  tops  of  combustion  chmbs 


Item  23— Letter  D.,  4, 12  ft.  5"  long;  3  ft.  8i"  brdth., 
■^"  thickness,  for  bottom  of  combustion  chmbs 

Item  24— Letter  E.,  8,  10  ft.  10"  diameter,  i"  thick- 
ness (flange  quaLty),  for  front  and  back  heads, 
main  boilers. 

Item  25 — Letter  F.,  8,  as  per  blue  print  (flange 
quality),  front  and  back  of  comb,  chamber. 

Item  26— Letter  G.,  1, 13  ft.  long,  5  ft.  i"  brdth.,  ^" 
thickness,  for  shell,  evaporator. 


fP.  H.  &  S.  Co. 

R.  H.  G. 

Kendall 
tf 

Hoffman 
tf 

E.  A.  Temple 


.035 

90d 

.039 

60d 

.0287 

60d 

.0269 

90d 

.0288 

60d 

.0278  150d 

.308 

40d 
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Steam  engineering  requisition  No.  6 — Continued. 

Item  27— letter  H.,  1,  10  ft.  long,  4'  6"  brdth.,  y 
thickness  (flange  quality),  for  heads. 

Total  estimated  weight,  119,836  lbs 039  lbs.       4, 673.  60 

11, 282.  91 
Wrought-iion  nuts — Material  for  four  boilers,  faced, 
threaded,  and  semifinished,  as  per  blue  print. 

Item  28—120,  2i"  diam.,  21"  depth,  standard  thrds., 

Hex.,  for  main  braces. 
Item  29—120,  2"  diam.,  2"  depth,  standard  thrds., 

Hex.,  for  main  braces. 
Item  30—40, 1|"  diam.,  If"  depth,  standard  thrds., /R.  H.  G.  .  098  60d 

Hex.,  cold  pressed,  for  manhole  plates \P.  H.  &  S.  Co.     .  10|  90d 

Item  31—640,^1}"  diam.,  li"  depth,  12  per  in.  Hex., 

cold  pressed,  for  stay  bolts. 
Item  32—640,  IJ"  diam.,  li"  depth,  12  per  in.  Hex., 

cold  pressed,  for  stay  bolts. 

Total  estimated  weight,  2,571  lbs 098  lb.  261.  96 

Steel  plates,  bars,  rivets,  and  bolts,  Class  C,  as  per 
blue  print. 

Item  33— Letter  I,  24, 10  ft.  long,  3  ft.  10  in.  brdth.. 

No.  8  U.  S.  standard  gauge,  for  smoke  pipe. 
Item  34— Letter  J,  9,  13  ft.  long,  3  ft.  10  in.  brdth., 

No.  8  gauge  for,  as  above. 
Item  35— Letter  K,  10,  10  ft.  long,  3  ft.  brdth,  No.  8, 

for  smoke  pipe. 
Item  36— Letter  L,  24,  10  ft.  long,  4  ft.  brdth..  No.  11 

gauge,  for  smoke  pipe. 
Item  37— Letter  M,  10,  12  ft.  long,  4  ft.  brdth..  No.  11 

gauge,  for  smoke  pipe 11,  534.  87 

Item  38— Letter  N,,4,  10  ft.  long,  4  ft.  brdth.,  No.  8 

gauge,  for  uptakes. 
Item  39— Letter  0,  4,  10  ft.  long,  4  ft.  6" brdth..  No.  8/Carnegie  .  0295         90d 

•  gauge,  for  uptakes \P.  H.  &  S.  Co.     .0327       ,  90d 

Item  40— Letter  P,  18, 10  ft.  long,  3  ft.  brdth.,  No.  12/R.  H.  G.  ■  .034  60d 

gauge,  for  uptakes \Hoftman  .  0289         55d 

Item  41— Letter  Q,  6,  10  ft.  long,  4  ft.  brdth..  No.  12 

gauge,  for  uptakes "  .0279        150d 

Item  42— Letter  R,  4,  12  ft.  long,  5  ft.  brdth.,  Ne.  3 

gauge,  for  feed  tank. 
Item  43— Letter  S^  2,  14  ft.  long,  5  ft.  4"  brdth.,  No. 

000  gauge,  for  dnp  pans  for  pumps  and  incidentals..  .034  1b.        1,044.65 
Total  estimated  weight  30,725  lbs. 

Steel  angle  bars,  as  per  blue  prints. 

Item  44—8,  20  ft.  long,  2"  x  2"  x  J",  for  smoke  pipe. 
Item  "45-4,  20  ft.  long,  li"  x  IJ"  x  ^',  for  smoke 

pipe. 
Item  46—52,  20  ft.  long,  2i"  x  2i"  x  f",  lor  smoke 

pipe  and  floor  supports Carnegie  .  0341 

Item  47—10,  20  ft.  long,  2i"  x  2J"  x  J",  for  uptakes. 
Item  48—9,  20  ft.  long,  2"  x  2"  x  f". 

(8,453  lbs.  omitted.) 
Wrought-iron  bars,  as  per  blue  prints. 
Item  49—26, 12  ft.  long,  3"  brdth.,  JV"  in  thickness./E.  A.  Temple      .  038  40d 

for  flat  iron  bars \R.  H.  Gray  .038  60d 

Item-50— 2,  18  ft.  long,  2i"  brdth.,  f^'  thickness,  for 

flat  iron  bars. 

Total  estimated  weight  1,144  lbs 038  lbs.  43.  47 


UNITED   STATES   STEEL   COEPOEATION.  2773 

fSteani  etigiiieciing  lequisition  No.  ff — Continiieil. 


fP.  H.  &  S.  Co.  .  0475  90d 

J.  B.  Kendall  .  0425  tiOd 

Temple  .  0445  60d 

R.  BLG.  .0438  60d 


.0438  lbs.        777.  45 


Item  51 — 50  plates,  ribbed  floor  plating,  3  ft.  x  8  ft.  x 
A">  V  ribe,  total  estimated  weight,  17,750  lbs ' 

Steel  rivets,  as  per  blue  priats. 

Item  52— 200  lbs.,  I'' diameter,  J"  in  length.     But-fP.  H.  &  S.  Co.       .06  90d 

ton  head,  smoke  pipe JR.  H.  G.  .05  60d 

Item  53—200  lbs.,  ^"  diameter,  J"- button  head, 
uptakes. 

Total  estimated  weight,  400  lbs 05  lbs.  20.00 

Steel  bolts,  as  per  blue  prints. 

Item  54—100  lbs.,  f'  diam.,  1''  in  length,  eq.  heads, 
hex.  nuts,  for  smokepipe 


Item  55—100  Iba.,  ^''  dia.,  V  long,  sq.' heads,  hex. 
nuts,  uptakes 


P.  H.  &  S.  Co.   .  08 

90d 

R.  H.  G.      .  20 

60d 

20  lbs.      20.  00 

P.  H.  &  S.  Co.   .  10 

90d 

R.  H.  G.      .  20 

60d 

20  lbs.      20.  00 

13, 460.  44 
All  tests  of  material  to  conform  to  the  specifications  for  the  inspection  of  material, 

steel,  and  iron  for  use  in  the  construction  of  machinery  coming  under  the  cognizance 

of  the  Bureau  of  Steam  Engineering,  Navy  Department. 
Required  in  60  days. 

It  is  hereby  mutually  and  expressly  covenated  and  agreed  by  and  between 
the  parties  hereto  that  the  article  or  articles  to  be  furnished  or  services  to  be 
performed  under  this  contract  shall  conform  in  all  respects  to  the  require- 
ments of  the  specifications  hereunto  annexed,  which  specifications,  the  "  Con- 
ditions "  and  the  "  Instructions,"  printed  on  the  proposal  of  the  party  of  the 
first  part,  shall  be  deemed  and  taken  as  forming  a  part  of  this  contract,  with  the 
like  operation  and  effect  as  If  the  same  were  Incorporated  herein;  and  said 
article,  articles,  or  services  shall,  upon  delivery  or  completion,  be  subject  to 
inspection  and  examination  by  the  officer  or  officers  authorized  by  the  party  of 
the  second  part  to  inspect  and  examine  the  same;  and  no  article  furnished  or 
services  performed  under  this  contract  shall  be  accepted  until  it  or  they  shall 
have  been  inspected  and  approved  by  such  oflicer  or  oflBcers;  and  any  of  said 
articles  not  so  approved  shall  be  removed  by  the  party  of  the  first  part  at  his 
own  expense  and  within  ten  days  after  notification. 

It  Is  further  covenated  and  agreed,  as  aforesaid,  that  if  the  party  of  the  first 
part  shall  fall  to  deliver  any  or  all  of  the  articles  or  materials  or  to  perform 
any  or  all  of  the  services  herein  contracted  for,  in  conformity  with  the  condi- 
tions and  requirements  of  this  contract,  the  party  of  the  second  part  shall 
make  deductions  as  follows  from  the  contract  price  of  all  supplies  not  satis- 
factorily delivered  or  services  not  satisfactorily  performed,  by  the  last  day  of 
the  time  "fixed  therefor  by  this  contract,  viz: 

Up  to  and  including  ten  thousand  dollars  ($10,000)  in  value  at  contract 
prices,  at  the  rate  of  one-tenth  of  one  per  cent,  and  above  ten  thousand  dollars 
($10,000)  afe  the  rate  of  one-twentieth  of  one  per  cent  for  each  day's  delay 
until  satisfactory  delivery  or  performance  shall  have  been  made,  or  until  such 
time  as  the  party  of  the  second  part  may  procure  the  same  as  hereinafter 
provided,  rejection  of  deliveries  or  performance  not  to  be  considered  as  waiv- 
ing deductions.  In  the  case  the  deductions  to  be  made  hereunder  should  equal 
three  per  cent  of  the  stipulated  value  of  the  articles  or  materials  not  so  deliv- 
ered or  services  not  so  performed,  this  contract  may,  at  the  option  of  the 
Bureau  of  Supplies  and  Accoimts,  be  canceled  and  the  party  of  the  first  part 
barred  from  competition  for  future  contracts :  Provided,  That  delays  on  account 
of  which  deductions  may  be  made  or  this  contract  canceled,  as  herein  stated, 
caused  by  strikes,  riots,  fire,  or  other  disaster,  or  delays  in  transit  or  delivery 
on  the  part  of  transportation  companies,  or  when  no  damage  or  inconvenience 
has  been  suffered  by  the  Government,  may,  in  the  discretion  of  the  Bureau 
of  Supplies  and  Accounts,  be  accepted  as  sufficient  cause  for  waiving  such 
deductions  or  cancellation. 
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It  Is,  however,  further  covenated  and  agreed,  as  aforesaid,  that  the  party  of 
the  second  part  may,  in  case  he  should  so  elect,  purchase  in  open  market  or  by 
contract  with  some  other  person  such  of  said  articles  or  materials,  or  procure 
the  performance  of  such  services,  as  the  party  of  the  first  part  shall  fail  to 
deliver  or  perform  as  required ;  and  may  demand  and  recover  from  the  said 
party  of  the  first  part  the  difCerence  between  the  price  so  paid  therefor  and 
the  price  herein  stipulated ;  and  the  party  of  the  first  part  hereby  binds  himself 
and  his  representatives  aforesaid  to  pay  the  amount  of  such  difCerence  to  the 
party  of  the  second  part  on  demand,  it  heing  understood  that  no  deductions 
for  delays  shall  be  made  in  accordance  with  the  preceding  clause  hereof  from 
the  price  of  any  article  or  material  or  service  after  the  same  shall  be  delivered 
or  performed,  when  purchased  or  procured  as  provided  in  this  clause. 

It  is  further  covenanted  and  agreed,  as  aforesaid,  that  the  said  party  of  the 
first  part  shall  Indemnify  the  United  States,  and  all  persons  acting  under  them, 
for  all  liability  on  accounty  of  any  patent  rights  granted  by  the  United  States 
which  may  afCect  the  adoption  or  use  of  the  articles  herein  contracted  for ;  that 
no  Member  of  or  Delegate  to  Congress,  nor  any  person  belonging  to  or  employed 
in  Ihe  naval  service  is  or  shall  be  admitted  to  any  share  or  part  of  this  con- 
tract, or  to  any  benefit  which  may  arise  therefrom,  e-xcept  as  a  member  of  a 
corporation;  that  any  transfer  of  this  contract,  or  of  any  interest  therein,  to 
any  other  person  or  party  than  said  party  of  the  first  part,  shall  annul  this 
contract  so  far  as  the  United  States  are  concerned;  that  if  said  party  of  the 
first  part  shall  fail  in  any  respect  to  perform  this  contract  on  his  part,  it  may, 
at  the  option  of  the  United  States,  be  declared  null  and  void,  without  prejudice 
to  the  right  of  the  United  States  to  recover  for  defaults  herein  or  violations 
hereof;  and  that,  in  case  of  such  default,  the  United  States  may  demand  and 
recover  of  said  party  of  the  first  part  and  his  representatives  aforesaid,  as 
liquidated  damages,  a  sum  of  money  equal  to  the  penalty  of  the  bond  accom- 
panying this  contract. 

And  this  contract  further  witnesseth  that  the  United  States,  party  of  the  sec- 
ond part,  in  consideration  of  the  foregoing  stipulations,  do  hereby  covenant  and 
agree,  to  and  with  the  party  of  the  first  part,  as  follows,  viz: 

That  upon  the  presentation  of  the  customary  bills  and  the  proper  evidence  of 
the  delivery,  inspection,  and  acceptance  of  the  said  article,  articles,  or  services, 
and  within  ten  days  after  the  warrant  shall  have  been  passed  by  the  Secretary 
of  the  Treasury,  there  shall  be  paid  to  the  said  Richard  H.  Grey,  or  to  his  order, 
by  the  Navy  paymaster  for  the  jiort  of  San  Francisco,  Cal.,  the  sum  of  thirteen 
thousand  four  hundred  and  sixty  dollars  and  forty-four  cents  ($13,460.44)  for 
all  the  articles  delivered  or  services  performed  under  this  contract:  Provided, 
however,  That  no  payments  shall  be  made  until  all  the  articles  or  services  shall 
have  been  delivered  or  performed  and  accepted,  except  at  the  option  of  the 
Bureau  of  Supplies  and  Accounts. 

It  is  mutually  understood  and  agreed,  as  aforesaid,  that  no  payment  or  allow- 
ance to  said  party  of  the  first  part  will  or  shall  be  made  by  the  United  States 
for  or  on  account  of  this  contract  except  as  herein  specified ;  that  10  per  cent 
will  be  withheld  from  the  amount  of  e:ich  payment  herein  stipulated  as  security 
for  the  full  completion  and  performance  of  his  covenants  and  agreements  by 
tlie  said  party  of  the  first  part,  who  shall,  when  all  the  articles  to  be  delivered 
or  services  to  be  performed  hereunder  shall  have  been  accepted,  be  entitled  to 
receive  the  aggregate  amount  of  such  reservations. 

In  witness  whereof  the  said  parties  have  hereunto  set  their  hands  and  seals 
the  day  and  year  first  above  written. 

RlCHAHD   H.    GhIvY.       [L.   S.] 

H.  T.  M.  Ball.  [l.  s.] 

Pay  Inspector,  V.  S.  N.,  Purchasing  Pay  Officer. 
Signed  and  sealed  in  the  presence  of — 
A.  K.  Daggett, 

As  to  party  of  the  first  part. 

W.    J.    COMMIN, 

As  to  purchasing  pay  officer. 
U.  S.  Navy  Pay  Office,  8an  Francisco,  CaJ. 

BOND. 

Know  all  men  by  these  presents,  that  we, ■ ,  Richard  H.  Grey,  as 

princiiialb,  and  Heur^-  I,.  \'an  Winkle  &  Leonard  J.  Gates,  as  sureties,  all  of 
San  Francisco,  Cal.,  are  held  and  firmly  bound  unto  the  Secretary  of  the  Navy 
in  the  penal  sum  of  thirty-five  hundred  dolllars,  to  be  paid  to  the  Secretary  of 
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the  Navy  or  his  successors,  for  which  payment,  well  and  truly  to  be  made,  we 
bind  ourselves,  our  heirs,  executors,  and  administrators,  jointly  and  severally, 
by  these  presents. 

Sealed  with  our  seals  and  dated  this  8th  day  of  September,  A.  D.  1906. 

CONDITIONS. 

The  conditions  of  the  above  bond  are  such  that  if  the  said  above-bounden 
Richard  H.  Grey,  his  heirs,  executors,  or  assigns,  shall,  well  and  truly  and  in  a 
satisfactory  manner,  fulfill  the  contract  hereto  annexed  and  deliver  the  articles 
mentioned  within  the  time  specified  and  to  the  satisfaction  of  the  Bureau  of 
Supplies  and  Accounts,  then  this  obligation  to  be  void  and  of  no  effect :  other- 
wise to  remain  in  full  force  and  virtue. 

EicHABD  H.  Grey.  [l.  s.] 

Henbt  L.   Van  Winkle,     [l.  s.l 
Leonard  J.  Gates.  [l.  s.] 

Signed  and  sealed  in  presence  of — 
A.  K.  Daggett. 

JUSTIFICATION    OF    THE    SUEETIBS. 

State  of  Cal.,  County  of  San  Fco.,  ss: 

1,  Henry  L.  Van  Winkle,  one  of  the  sureties  named  in  the  within  bond,  do 
swear  that  I  am  pecuniarily  worth  the  sum  of  thirty-five  hundred  dollars  over 
and  above  all  my  debts  and  liabilities;  that  I  am  not  a  copartner  of  the  said 
Elchard  H.  Grey ;  and  that  I  have  no  contract  at  this  time  with  the  Bureau  of 
Supplies  and  Accounts. 

Hbney  L.  Van  Winkle,  Surety. 

Subscribed  and  sworn  to  before  me  this  8tli  day  of  Sept.,  A.  D.  1906. 
[SEAL.  J  A.  K.  Daggett, 

Notary  Puhlic  in  and  for  the  City  and  County  of 

San  Francisco,  State  of  Calif orn in. 

State  of  Oal.,  County  of  San  Fco.,  ss: 

I,  Leonard  J.  Gates,  one  of  the  sureties  named  in  the  within  bond,  do  swear 
that  I  am  pecuniarily  worth  the  sum  of  thirty-five  hundred  dollars  over  and 
above  all  my  debts  and  liabilities ;  that  I  am  not  a  copartner  of  the  said  Richard 
H.  Grey;  and  that  I  have  no  contract  at  this  time  with  the  Bureau  of  Supplies' 
and  Accounts. 

Leonard  J.  Gates,  Surety. 

Subscribed  and  swbrn  to  before  me  this  8th  day  of  Sept.,  A.  D.  1906. 
[SEAL.]  A.  K.  Daggett, 

Notary  Puhlic  in  and  for  the  City  and  County  of 

San  Francisco,  State  of  Califoniiti. 

cebtificate. 

(To  be  signed  by  any  United  States  officer.) 

San  Fbancisco,  Sep.  13,  190$. 
I,  N.  S.  Farley,  deputy  collector  of  customs,  do  hereby  certify  that  Henry  L. 
Van  Winkle  and  Leonard  J.  Gates,  the  sureties  above  named,  are  personally 
known  to  me,  and  that,  to  the  best  of  my  knowledge  and  belief,  each  Is  pecuni- 
arily worth,  over  and  above  all  his  debts  and  liabilities,  the  sum  stated  in  the 
accompanying  affidavit  subscribed  by  him. 

[SEAL.3  N.  S.  Farley, 

Deputy  Collector  of  Custoni.'t. 

The  Chairman.  As  I  understand,  Mr.  Grey,  this  contract  incliides 
hundreds  of  items  of  various  kinds  and  descriptions  ? 

Mr.  Grey.  If  multiplied  by  the  number  of  pieces  and  the  number  of 
items,  it  would  have  amounted  to  a  great  many  pieces. 

The  Chairman.  What  was  the  total  amount  of  that  bid?  What 
was  your  bid  ? 
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Mr.  Geey.  The  sum  total  of  my  bid  was  $13,460.44. 

The  Chairman.  ^Vho  else  bid  on  that  contract? 

Mr.  Gret.  The  bid  was  opened  simultaneously  in  two  places  by  the 
Navy  Department.  Invitations  to  the  dealers  generally  in  San  Fran- 
cisco represented  one  point,  and  invitation  to  the  dealers  in  Washing- 
ton, through  the  Navy  pay  office  here,  represented  another  point. 

My  total  bid  of  $13,460.44  seems  to  have  been,  from  information 
received,  the  only  complete  bid  of  the  entire  schedule. 

The  Chairman.  You  were  the  only  one  who  agreed  to  furnish  the 
whole  biU? 

Mr.  Grey.  That  is  the  case. 

The  Chairsian.  "Was  the  Government  anxious  to  have  one  bidder 
furnish  all  these  things? 

Mr.  Grey.  I  presume  it  would  be  desirable  to  have  the  material, 
as  far  as  possible,  come  from  one  concern. 

The  Chairman.  Explain  that  to  the  committee,  so  that  we  may 
understand  why  the  Government  desired,  if  possible,  to  have  one  man 
furnish  all  these  things,  and  the  terms  and  conditions  upon  which  they 
were  furnished. 

Mr.  Grey.  As  relates  to  the  steel  bars  and  steel  plates,  which  form 
the  body  of  the  boilers,  they  were  required  to  be  in  accordance  with 
the  Navy  Department's  specifications,  known  as  Class  B.  This  seems 
to  have  been  the  major  portion  of  the  value  of  the  contract,  and  I 
should  esteem  it,  from  my  experience  as  a  dealer,  wise  to  have  that 
material,  as  far  as  possible,  come  from  one  manufacturer,  where  it 
might  have  uniformity  of  physical  characteristics. 

The  Chairman.  Was  it  necessary  for  you  to  assemble  these  parts  ? 

Mr.  Grey.  It  was  necessary  for  me  to  deliver  these  parts  at  the 
Mare  Island  Navy  Yard  within  a  period  of  60  days. 

The  Chairman.  If  they  were  bought  from  several  different  persons 
could  they  be  assembled  with  the  same  facility?    Explain  that. 

Mr.  Grey.  It  can  be  so  done,  Mr.  Chairman,  but  there  is  hardly 
any  source  from  which  I  could  obtain,  at  once,  from  one  point  of 
origin,  all  the  items  covered  by  this  contract. 

The  Chairman.  Are  any  of  these  things  manufactured  on  the 
Pacific  coast  or  any  number  of  them  ? 

Mr.  Grey.  None  whatever  of  this  character. 

The  Chairman.  To  what  distance  did  you  have  to  transport  these 
various  things  in  order  to  assemble  them  at  a  given  time  at  the 
Mare  Island  Navy  Yard  ? 

Mr.  Grey.  I  had  to  bring  all  that  from  the  East. 

The  Chairman.  Upon  what  terms  was  this  contract  let?  In  other 
words,  was  it  necessary  that  you  furnish  all  those  items,  or  what  was 
the  result  if  you  defaulted  or  failed  to  furnish  any  of  the  hundreds 
of  items  named  there  in  that  $13,000  contract?  What  is  the  Govern- 
ment regulation  as  to  that? 

Mr.  Grey.  Having  been  awarded  this  contract,  Mr.  Chairman,  for 
delivery  within  the  period  of  60  days,  I  might  call  your  attention, 
if  you  please,  to  the  fact  that  the  time  necessarily  consumed  in  trans- 
portation required  me  to  act  rather  quickly  to  get  my  orders  placed 
in  the  East,  and  to  get  them  executed  and  tested  and  inspected  as  was 
necessary  in  this  case  by  the  inspector  directed  to  go  to  the  various 
places  of  manufacture  and  inspect  this  material  and  put  upon  it  his 
stamp  of  approval  before  I  would  have  permission  to  ship  it. 
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Therefore  it  would  seem  that  I  had  taken  indeed  a  contract  upon 
my  hands. 

There  is  a  penalty  clause  attached  to  this  contract  for  nondelivery 
within  the  time  specified  by  the  contractor.  It  covers  quite  a  long 
paragraph  of  matter.  Mr.  Chairman,  if  you  please,  I  would  submit 
it  in  the  evidence  here. 

The  Chaerman.  What  is  the  substance  of  it?  What  does  it  pro- 
vide? 

Mr.  Gbey.  The  sum  and  substance  of  it  is,  Mr.  Chairman,  that  there 
is  a  penalty  provided  for  each  day  of  delay,  apparently  to  the  extent 
of  one-tenth  of  1  per  cent  per  day  when  the  contract  amounts  to  over 
$10,000  total,  as  this  did.  In  other  words,  1  per  cent  for  every  10 
days,  or  3  per  cent  per  month  would  be  the  penalty. 

The  Chairman.  Are  you  under  any  obligation  to  make  good  any 
loss  the  Government  sustains? 

Mr.  Grey.  The  Government  has  the  practice  of  deducting  that 
from  my  voucher  in  payment. 

The  Chairjian.  Has  the  Government  the  right  to  exclude  you  from 
all  future  bidding  in  case  of  default  if  it  so  chooses  ? 

Mr.  Grey.  I  so  understand  it — at  the  discretion  of  the  Secretary 
of  the  Navy. 

The  Chairman.  Did  you  furnish  these  items,  and,  if  you  did  not, 
what  item  did  you  fail  to  furnish  on  this  contract  with  the  Govern- 
ment as  per  your  contract? 

Mr.  Grey.  I  furnished  all  these  63  items  on  time,  in  accordance 
with  the  requirements. 

Mr.  Young.  All  of  the  items  contained  in  the  contract  ? 

Mr.  Grey.  Fifty-three  of  the  55. 

Mr.  Young.  All  but  two? 

Mr.  Grey.  Yes;  leaving  out  of  the  matter  the  two  items  of  boiler 
tubes  which  I  have  mentioned.    Shall  I  read  them  ? 

The  Cha-irman.  Yes. 

Mr.  Grey.  Item  18 :  One  thousand  six  hundred  and  fifty  ordinary 
tubes,  7  feet  2  inches  long,  2^  inches  outside  diameter.  No.  9  Birming- 
ham wire  gauge. 

Item  19:  Three  hundred  and  ten  stay  tubes,  7  feet  2  inches  long, 
2J  inches  outside  diameter.  No.  6  Birmingham  wire  gauge. 

Known  jointly  as  seamless  mild  steel  tubes  as  per  blue  print  of 
material  for  four  boilers. 

Test  pressure,  1,000  pounds.    Finished  dimensions  of  tubes  given. 

There  is  no  blue  print  attached  at  this  time  to  that  contract,  Mr. 
Chairman. 

The  Chairmax.  That  is  sufficient  for  our  purposes. 

ilr.  Grey.  I  can  not  speak,  therefore,  as  to  what  it  was  like,  but  it 
was  a  diagram  which  can  be  duplicated  fi-om  the  records  of  the 
Navy  Department. 

The  Chairman.  That  is  all  right.  That  is  a  sufficient  description 
for  our  purposes,  is  not  not,  Mr.  Young? 

Mr.  Young.  I  should  judge  so.     I  do  not  know  the  purpose  of  this. 

The  Chairman.  Who  manufactured  these  tubes? 

Mr.  Grey.  At  this  time  I  had  supposed  there  might  be  a  number 
of  manufacturers,  not  many.  The  class  of  material  called  for  by 
this  contract  being  identified,  as  it  was,  with  the  necessity  of  provid- 
ing Government  inspection  by  the  Na\'y  Department  at  the  mill  or 
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place  of  manufacture,  involved  in  itself  some  restrictions  as  to  the 
sources  of  supply.  There  were,  perhaps,  some  manufacturers  who 
could  and  others  who  would  not  if  they  could  supply  material  of  this 
character,  owing  to  the  necessity  of  having  a  Government  inspector 
come  into  their  works  and  take  up  their  time  in  testing  material  of 
this  character,  when  ordinary  material  for  the  market  need  not  re- 
quire that  formality. 

The  Chair^iax.  You  have  spoken  of  the  difficulty  you  had  in  se- 
curing tubes  of  this  kind  from  1901  to  1.902  and  subsequently. 

Just  explain  to  the  committee  what  previous  difficulties  you  had 
and  what  difficulties  you  encountered  in  your  effort,  if  you  made  aay 
effort,  to  supply  these  tubes  to  the  Government. 

Mr.  Grey.  I  had  ceased  to  look  to  the  United  States  Steel  Corpora- 
tion or  to  the  Shelby  Steel  Tube  Co.  for  prices  with  any  hope  of  be- 
ing able  to  secure  the  material  from  that  source. 

The  Chairman.  Why? 

]Mr.  Grey.  For  the  reason  that  I  had  been  informed  by  one  of  its 
representatives,  in  confidence,  that  he  was  not  allowed  to  sell  me  these 
tubes. 

The  Chairman.  What  other  efforts  did  you  make? 

Mr.  Gbey.  I  had  purchased  tubes  subsequent  to  that  from  the  De- 
troit Seamless  Steel  Tube  Co.,  from  the  Delaware  Seamless  Steel 
Tube  Co.,  and  from  large  dealers  outside  of  the  Pacific  coast  in  simi- 
lar commodities,  whose  influence,  I  thought,  might  be  greater  than  my 
own  with  the  United  States  Steel  Corporation  direct. 

The  Chairman.  Why  did  you  think  they  would  have  greater  in- 
fluence?    Explain  that. 

Mr.  Grey.  They  were  large  buyers  from  the  United  States  Steel 
Corporation  generally. 

The  Chairman.  Who  were  they? 

Mr.  Grey.  Shall  I  be  obliged  to  mention  the  names  ? 

The  Chairman.  Yes.     I  would  prefer  that  you  give  the  names. 

Mr.  Grey.  The  Scully  Steel  &  Iron  Co.,  of  Chicago;  Joseph  T. 
Eyerson  &  Son,  of  Chicago.  Those  were  the  only  dealers  from  whom 
I  tried  to  get  boiler  tubes. 

Mr.  Gardner.  What  year  was  this? 

Mr.  Grey.  This  would  be  between  the  years  1902  and  1904. 

Mr.  Young.  This  contract  was  in  1906? 

Mr.  Grey.  Yes. 

Mr.  Gardner.  I  was  asking  in  what  years  you  asked  the  Scully 
and  the  Ryerson  concerns  to  act  for  you  as  intermediaries  in  the  way 
you  have  suggested. 

Mr.  Grey.'' During  the  years  1902  and  1904. 

Mr.  Gardner.  In  both  years  both  firms  were  tride  by  you  as  in- 
termediaries ? 

Mr.  Grey.  Yes. 

The  Chairman.  Did  you  try  other  firms? 

Mr.  Grey.  The  manufacturers  that  I  likewise  bought  of  in  that 
period  I  have  already  mentioned  were  the  Delaware  Seamless  Steel 
Tube  Co.  and  the  Detroit  Seamless  Steel  Tube  Co. 

The  Chairman.  When  you  communicated  with  these  concerns, 
did  you  write  to  them  or  wire  to  them  ? 
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Mr.  Grey.  I  generally  wrote  to  them,  because  it  was  necessary  to 
explain  at  length  the  nature  of  the  material  I  was  endeavoring  to 
secure. 

The  Chaikman.  What  became  of  your  correspondence? 

Mr.  Gbey.  The  correspondence  covering  that  period  of  time  I 
regret  to  say  was  destroyed. 

The  Chairman.  Did  you  make  any  request  that  your  communica- 
tions be  not  made  known  to  or  be  kept  from  the  Shelby  Steel  Tube 
Co.  or  the  United  States  Steel  Corporation? 

Mr.  Grey.  As  relates  to  that  particular  contract  I  did. 

The  Chairman.  Tell  us  about  that. 

Mr.  Grey.  But,  of  the  period  of  which  I  understood  you  to 
speak 

The  Chairman.  I  am  going  too  fast  for  you,  possibly. 

Mr.  Grey.  Prior  to  1906 

The  Chairman.  Did  your  correspondence  go  to  the  Shelby  Steel 
Tube  Co.,  nevertheless? 

Mr.  Grey.  In  this  particular  instance  I  found  it  to  be  the  case.  I 
found  it  to  be  the  case  likewise  in  one  previous  instance  of  the  kind. 

May  I  proceed? 

The  Chairman.  You  have  explained  who  were  the  other  bidders 
for  this  contract? 

Mr.  Grey.  Do  you  wish  me  to  enumerate  all  the  bidders? 

The  Chairman.  Yes;   for  that  contract. 

Mr.  Grey.  All  the  bidders  of  any  kind,  on  any  portion  of  this  ma- 
terial, or  shall  I  confine  myself  to  the  bidders  on  boiler  tubes  ? 

The  Chairman.  The  bidders  on  the  boiler  tubes;  yes. 

Mr.  YoTJNG.  As  I  understand  it,  this  contract  was  awarded  to  this 
gentleman,  was  it  not? 

The  Chairman.  Yes. 

Who  were  the  bidders  for  the  boiler  tubes — or  all  of  them  ? 

Mr.  Grey.  The  bidders  for  the  boiler  tubes  were  three :  Myself, 
on  item  18,  at  the  price  of  $2  for  each  tube :  and  on  item  3  my  price 
was  $3.50  for  each  tube.  The  next  lowest  bidder  was  the  Shelby 
Steel  Tube  Co.,  on  item  18,  $2.59  per  tube. 

Mr.  Gardner.  What  was  your  bid  on  item  18  ? 

Mr.  Grey.  $2. 

On  item  19,  the  Shelby  Steel  Tube  Co.'s  bid  was  $3.95  per  tube. 

Mr.  Young.  And  yours  was  $3.50? 

Mr.  Grey.  Yes. 

There  was  one  other  bidder,  a  dealer  in  San  Francisco,  known 
as  the  Pacific  Hardware  &  Steel  Co.,  $3.50  per  tube  on  item  18, 
delivered  in  90  days ;  and  on  item  19,  $4.85  per  tube,  delivered  in  90 
days.    These  prices  necessarily  meaning  f.  o.  b.  Mare  Island  Navy 

Yard,  Cal. 

I  must  be  allowed,  if  you  please,  to  state  that  this  bid  of  the  Shelby 
Steel  Tube  Co.  was  filed  through  the  Navy  pay_  office  at  Washington 
simultaneously  with  my  own  bid  in  San  Francisco. 

The  Chairman.  Did  you  know  that  the  Shelby  Steel  Tube  Co.  was 
a  bidder  on  those  tubes? 

Mr.  Grey.  At  the  time  I  filed  my  bid  I  had  no  idea  of  it.  I  could 
not  have  known  that  there  was  any  intention  on  iJie  part  of  the 
Government  to-  invite  bids  from  one  or  more  sources ;  but  it  so  ap- 
peared that  they  had  done  so. 
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The  Chairman.  After  j'ou  got  this  contract  what  effort  did  you 
make  to  secure  these  tubes.  Explain  that  in  detail,  as  to  what  you 
did  after  this  contract  was  awarded  to  you? 

Mr.  Grey.  I  made  a  direct  effort  to  buy  them  from  the  Shelby 
Steel  Tube  Co.  from  its  agent  in  San  Francisco,  one  Thomas  Brooks, 
then  representing  what  was  known  as  the  National  Tube  Co.,  the 
Shelby  Steel  Tube  Co.,  and  the  Western  Tube  Co.,  if  I  may  take  it 
for  granted  that  those  firms  over  the  door  were  the  companies  that 
he  represented.  Notwithstanding  the  previous  conviction  in  my 
mind  that  the  Shelby  Steel  Tube  Co.  did  not  care  to  sell  to  me,  it 
appeared  that  my  independent  efforts  to  secure  these  tubes  from  any 
other  source  were  defeated.  I  had  endeavored  to  buy  them  from 
the  Detroit  Seamless  Steel  Tube  Co.,  under  date  of  a  letter  of  August 
25,  1906,  in  which  I  requested  that  they  might  quote  me  prices  on 
these  boiler  tubes,  giving  the  full  details  of  the  requirements  of 
such  bids,  and  requesting  them,  if  they  were  unable  to  make  me 
such  qualities,  that  they  would  please  return  my  correspondence  and 
not  forward  it  for  reference  to  the  Shelby  Steel  Tube  Co.,  which  had 
been  the  case  at  a  former  period. 

Notwithstanding  my  request  to  that  effect,  they  declined  to  quote 
me,  but  forwarded  my  correspondence  and  inquiry  to  the  Shelby 
Steel  Tube  Co.  I  likewise  tried  to  secure  these  boiler  tubes  for  the 
Government  from  the  Seamless  Steel  Tubes  Co.  of  Pittsburgh;  also 
from  Messrs.  Woods  &  Huddart,  Mr.  Woods  having  formerly  been 
the  representative  of  the  Shelby  Steel  Tube  Co.  in  San  Francisco. 

Mr.  Gardner.  Of  which  company? 

jMr.  ( iREY.  Of  the  Shelby  Steel  Tube  Co.  I  thought  he,  if  anyone, 
would  know  -what  independent  sources  of  supply  there  might  be 
for  boiler  tubes. 

This  firm  of  Woods  &  Huddart  returned  my  inquiries  with  the 
statement  that  they  could  not  find  any  source  of  supply  other  than 
that  of  the  Shelby  Steel  Tube  Co. 

I  likewise  tried  to  buy  these  tubes  from  the  Ivins  Elwood  Tubes 
Co.,  of  Philadelphia,  and  on  September  10,  1906,  I  likewise  received 
a  negative  reply  for  quotations  from  this  firm. 

The  Chairman.  Tell  me  what  efforts  you  made  to  get  them  direct 
from  the  Shelby  Steel  Tube  Co.,  where  you  laiew  they  were. 

Mr.  Grey.  I  had  felt  that  this  was  my  last  hope  of  getting  them 
from  the  Shelby  Steel  Tube  Co.,  or  else  be  in  default  in  the  contract. 
So,  I  addressed  the  Shelby  Steel  Tube  Co.,  under  date  of  August  14, 
1906,  a  letter  to  Pittsburgh,  requesting  that  they  telegraph  me  an 
answer  as  to  what  price  they  would  make  me  for  these  specifications 
of  boiler  tubes,  explaining  in  detail  for  what  purpose  they  were  re- 
quired, and  everything  connected  with  it,  and  asking  them  to  tele- 
graph me  an  answer. 

Mr.  Reed.  What  is  the  date  of  that  letter,  please  ? 

Mr.  Grey. 'August  14,  1906. 

The  Chairman.  At  that  time  were  they  apprized  of  the  fact  that 
you  had  been  awarded  this  contract? 

Mr.  Grey.  This  contract  having  been  awarded  to  me  by  the  San 
Francisco  Navy  pay  office,  imder  date  of  August  2,  Mr.  Chairman, 
there  was  an  interval  of  12  days  between  the  date  of  my  letter  and 
date  of  this  contract,  and  5  days  further  for  this  to  reach  the  hands 


UNITED  STATES  STEEL  COBPOBATION.  2781 

of  the  Shelby  Steel  Tube  Co.,  which  would  seem  to  be  17  days  after 
the  award  of  this  contract.    They  might  have  been  so  informed, 

Mr.  Eeed.  You  say  that  is  August  14?  That  would  be  12  days 
after  the  award. 

Mr.  Grey.  My  letter  to  the  Shelby  Steel  Tube  Co.  was  August  14. 
I  requested,  in  that  letter,  that  they  wire  me  the  price,  if  any,  that 
they  were  willing  to  name  me. 

I  called  at  the  company's  office  in  San  Francisco  about  a  week  later 
to  inquire  if  any  answer  had  been  received. 

The  Chairman.  -Will  you  make  that  letter  a  part  of  your  evi- 
dence ? 

Mr.  Gret.  I  will. 

East  Oakland,  Cal.,  August  H,  1906. 
Shelby  Steel  Ttjbe  Co.,  Pittshurgh,  Pa. 

Gentlemen  :  Inclosed  please  find  sketch  of  seamless-steel  boiler  tubes  re- 
quired for  the  TJnited  States  Navy  Department;  material  to  conform  to  specifi- 
cations shown,  with  which  you  are  fully  familiar,  and  consisting  of  the  follow- 
ing :  1,650  ordinary  tubes,  2J  inches  outside  diameter,  7  feet  2  Inches  long.  No.  9 
BWG;  310  stay  tubes,  2J  Inches  outside  diameter,  7  feet  2  inches  long,  No.  6 
BWG,  as  per  sketch. 

Having  received  the  order  for  the  above,  which  I  am  anxious  to  execute  with- 
out delay,  I  would  thank  you  to  wire  me  on  receipt  your  lowest  price  for  each 
kind  of  tubes  delivered  f.  o.  b.  Mare  Island  Navy  Yard,  shipment  to  be  made 
complete  within  45  days  from  receipt  of  order.  Ton  will  remember  having  fur- 
nished the  Mare  Island  Navy  Yard  with  these  Identical  tubes,  as  appears  from 
my  records,  for  the  XJ.  S.  S.  Yorktomn  requisition  44  S.  E.,  1903,  at  the  unit 
price  of  $1.58  and  $3.05  per  tube,  respectively.  This  would  appear  to  have  been 
completed  In  the  early  part  of  1904.  Please  have  the  kindness,  therefore,  to  wire 
me  your  lowest  price,  as  requested,  which  I  trust  will  be  within  the  figures 
above  referred  to,  so  that  I  can  immediately  wire  you  to  proceed.  It  being  some 
time  since  I  bought  any  material  from  you,  I  purpose  furnishing  banker's  guar- 
antee of  payment  with  the  order  in  the  event  of  the  price  being  satisfactory. 
Yours,  very  truly, 

RiCHABD  H.  Gbby. 

123  Calitobnla  Steeet,  San  Francisco,  Cal. 

Mr.  Geey.  I  was  advised  by  the  agent,  Mr.  Brooks,  that  he  had 
been  instructed  to  say  that  the  Shelby  Steel  Tube  Co.  had  put  in  its 
bid  to  the  Navy  Department  on  these  specifications — I  believe  I  am 
quoting  his  exact  words ;  they  were  words  to  that  effect,  at  least. 

This  covers  your  previous  point,  Mr.  Chairman.  Although,  in  my 
communication  of  August  14,  I  had  stated  to  the  Shelby  Steel  Tube 
Co.  that  this  contract  had  been  awarded  to  me,  it  seems  that  this  was 
their  reply.  I  find,  Mr.  Chairman,  that  I  made  not  one  effort  to 
secure  this  particular  lot  of  boiler  tubes  from  the  Detroit  Seamless 
Steel  Tube  Co.,  but  I  made  two  efforts  to  do  so. 

On  receipt  of  the  Shelby  Steel  Tube  Co.'s  answer,  through  its 
agent,  to  the  effect  that  they  had  bid  on  this  contract  to  the  Navv 
Department,  I  requested  its  agent  to  telegraph  to  the  company  thai 
if  they,  so  to  speak,  labored  under  the  delusion  that  there  was  anj 
hope  of  their  receiving  the  contract  direct,  they  must  disabuse  their 
mind  of  it,  because  their  bid  must  have  been  considered  adversely  in 
that  case,  since  I  had  been  given  the  contract.  That  being  the  case, 
I  again  invited  them  to  quote  me  prices,  through  their  agent  in  Sa6 
Francisco. 

In  the  course  of  a  few  days  I  called  again  upon  the  agent  to  find 
what  reply,  if  any,  had  been  received  to  that  statement.  He  repeated 
to  me  that  he  had  nothing  further  to  add  to  what  he  had  said  bef Mfe ; 
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that  the  Shelby  Steel  Tube  Co.  had  bid  direct  on  these  tubes.  I  am 
not  sure  whether  I  made  a  third  visit  to  his  office  or  whether  I  ap- 
pealed to  the  Shelby  Steel  Tube  Co.  mj^self  again  direct,  in  a  tele- 
gram, dated  Septeniber  20,  1906.  Permit  me  to  call  your  attention 
to  the  fact  that  on  September  20,  1906,  I  was  not  yet  in  default,  that 
date  not  being  yet  60  days  after  the  date  of  my  contract,  but  I  was 
getting  on  very  thin  ice. 

This  is  the  wording  of  my  telegram  to  the  Shelby  Steel  Tube  Co., 
under  the  said  date  of  September  20,  1906 : 

Why  will  you  not  treat  with  me  on  specification  boiler  tiilies  for  Bennington, 
Mare  Island,  Requisition  No.  C,  Steaui  Engineering?  Can  we  come  to  no  mu- 
tual understandhig? 

In  due  time  I  called  again  upon  the  company's  agent,  Mr.  Brooks, 
in  San  Francisco,  to  know  what  reply,  if  any,  had  been  received  to 
that  message,  since  I  received  no  direct  reply  myself. 

Mr-  Brooks  informed  me  that  he  merely  had  to  say  that  the  Shelfey 
Steel  Tube  Co.  had  put  in  their  bid  direct  to  the  Navy  Departnie5[,t 
on  this  lot  of  tubes.  He  would  not  confirm  this  in  writing,  or  do 
anything  in  the  matter  further  than  to  reiterate  the  verbal  informa- 
tioji  already  given  me. 

The  Chairman.  Did  you  explain  to  him  that  it  was  incumbent 
on  you  to  show  the  Government  you  had  every  means  to  supply  this ' 
contract  except  these  tubes,  and  that  your  standing  as  a  business 
man  would  be  affected?  Did  you  ask  him  to  give  you  a  positive 
denial,  and  his  reasons  for  his  refusal  to  sell,  in  order  that  you  might 
make  yourself  clear  before  the  Department,  that  they  might  under- 
stand the  reason  for  your  inability  to  keep  a  contract  into  which  you 
had  entered? 

Mr.  Gkey.  Yes,  sir. 

The  Chairman.  What  reply  did  they  make  to  that  entreaty? 

Mr.  Grey.  There  never  was  any  question  raised  as  to  my  financial 
ability  or  my  reputation  in  San  Francisco  as  a  dealer,  able  and 
willing  to  pay  for  anything  that  he  purchased  or  contracted  fpr. 
My  standing  thus  far  with  the  Navy  Department  had  been  without 
reproach.  I  had  filled  contracts  to  the  extent  of  many  hundreds  of 
thousands  of  dollars,  and,  whilst  I  was  not  rich,  I  had  the  meane  to 
pa,y  for  those  things  which  I  desired  to  purchase. 

The  Chairman.  Did  you  make  it  known  to  these  agents  of  the 
United  States  Steel  Corporation  that  price  had  ceased  to  be  ^  cqnr 
sideration  with  you ;  that  you  were  willing  to  pay  any  price  to  get 
these  tubes  ? 

Mr.  GREr.  I  did  not  so  specifically  state,  unless  it  might  be  inferred 
from  the  last  paragraph  of  my  telegram  to  the  company  direct,  jjp 
which  I  said : 

Can  we  come  to  no  mutual  understanding? 

I  take  it  at  that  time  that  my  frame  of  mind  was  such  that  I  wfis 
willing  to  pay  any  sum  of  money  that  I  possessed  or  that  I  could 
borrow  in  order  to  keep  myself  from  disgraceful  default  before  the 
Navy  Department  and  to  be  ruled  out  of  future  competition  at  the 
discretion  of  the  Secretary  of  the  Navy. 

The  Chaikman,  Was  price  any  consideration  with  you,  if  these 
people  would  sell  you  the  tubes  they  had  ? 
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Mr.  Grey.  I  must  have  produced  that  price,  if  it  were  in  my 
power,  in  order  to  sustain  my  self-respect  and  my  standing  before 
the  Navy  Department,  which  I  valued  more  than  anything  I 
po^essed. 

The  Chairman.  Proceed  and  tell  us  whether  you  were  able  to  get 
these  tubes  at  all  or  not,  and  what  happened. 

Mr.  Gkey.  Not  being  able  to  account  for  this  strange  repetition 
of  this  same  song,  as  to  the  Shelby  Steel  Tube  Co.  having  bid  direct 
to  the  Navy  Department,  I  thought  I  would  make  some  independent 
investigations  in  order  to  determine,  if  I  could,  what  was  the  reason, 
since  I  could  conceive  of  none  of  a  businesslike  nature. 

In  my  investigations  I  wrote  to  my  correspondent  in  Washington 
to  look  up  the  records  in  the  Navy  pay  office  at  W?ishington,  in 
order  to  find  out  if  I  had  offended,  so  to  speak,  the  Shelby  Steel  Tube 
Co.  by  bidding  a  price  which  was  in  conniction  with  their  own. 

If  you  will  permit  me  to  call  attention  again  to  the  difference  in 
our  prices,  you  may  note  that  my  price  on  item  18  of  $2  and  their 
price  of  $2.59  per  tube,  and  on  item  19  my  price  of  $3.50  per  tube 
and  their  price  of  $3.95  per  tube,  would  seem,  on  the  sum  total  of 
the  material  involved,  to  indicate  that  I  had  imderbid  the  Shelby 
Steel  Tube  Co.  on  those  two  items  in  the  total  surii  of  $1,113,  every 
other  thing  being  equal,  as  it  was. 

Mr.  Chairman,  it  might  seem,  therefore,  that  the  Navy  Depart- 
ment had  awarded  me  this  contract  by  virtue  of  my  being,  for  the 
first  reason,  the  lowest  bidder;  but  I  think  there  was  a  further 
reason  actuating  the  Navy  Department  in  this  connection— rthat  I 
was  the  only  bidder  on  the  complete  schedule;  and  if  I  understand 
the  rules  and  regulations  of  purchases  by  the  Navy  Department  at 
this  period  correctly,  it  was  informal  on  the  part  of  the  Shelby  Steel 
Tube  Co.  to  bid  on  these  two  items  alone,  or  for  any  other  firm  to 
offer  an  incomplete  bid'  on  the  entire  schedule  of  material  desired. 

Therefore,  I  take  it,  that  under  any  circumstances  the  Shelby  Steel 
Tube  Co.  would  not  have  been  awarded  that  contract. 

The  Chairman.  Did  you  make  any  explanation  to  the  department 
of  your  inability  to  furnish  these  articles  for  the  reasons  you  have 
in,(Jicat,ed  ? 

Mr.  Grey.  Finding  myself  now  defeated  at  every  turn,  unable  to 
conceive  of  any  other  sources  of  supply,  having  exhausted  all  those 
withjn  my  knowledge  ^nd  experience  of  years  past,  having  also  in 
mind  the  fact  that  me  former  representative  of  this  company,  who 
naturally  would  be  better  informed  as  to  which  were  and  which  were 
not  the  United  States  Steel  Corporation  mills,  I  took  it  for  granted 
that  I  was  losing  yaluable  time,  and  that  the  consequence  might  be 
very  serioiis  for  ine  if  I  did  not  at  once  lay  the  facts  before  the  Navy 
Departmeijt. 

Therefore,  under  date  of  October  31,  1906,  or  90  days,  about,  after 
entering  into  this  contract,  and  being  now  30  days  in  default  for 
nQn^elivery,  I  addressed  a  letter  to  the  purchasing  pay  officer  in 
charge  af  the  Navy  pay  office  in  San  Francisco,  containing  a  full 
statement  of  the' case  for  transmission  to  the  Paymaster  General  of 
the  Navy  Department  at  Washington. 

The  Ch;4.irma?!i.  Will  you  file  that  letter  with  your  testimony? 

Mr.  Gkey.  I  shall  be  pleased  to  do  so. 
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The  letter  is  as  follows : 

East  Oakland,  October  31,  1906. 

Sm  •  Referring  to  open  purchase  requisition  No.  6,  S.  B.,  covering  boiler  ma- 
terial for  tlie  U.  S.  S.  Bennington  at  Mare  Jsland,  I  regret  to  inform  you  with 
regard  to  items  18  and  19,  calling,  respectively,  for  1,650  ordinary  tubes  and  310 
stay  tubes  to  be  made  in  accordance  with  Bureau  of  Steam  Engmeering  speci- 
fications, that  I  am  unable  to  find  any  manufacturer  of  boiler  tubes  m  the 
United  States  who  is  at  present  willing  to  undertake  this  order. 

On  August  14,  1906,  I  wrote  the  Shelby  Steel  Tube  Co.,  Pittsburgh,  negotiat- 
ing for  the  purchase  of  the  tubes  required.  Within  a  week  I  called  at  the  com- 
pany's otfice,  Sixteenth  and  Folsom  Streets,  San  Francisco,  and  was  informed 
that  instructions  had  been  received  by  telegraph  to  say  to  me  that  the  "  Shelby 
Steel  Tube  Co.  had  put  in  its  bid  to  the  Navy  Department  on  this  specification." 
Although  I  had  in  my  communication  of  August  14,  1906,  previously  stated  that 
the  award  for  said  specification  of  tubes  had  already  been  made  to  me,  I  re- 
quested that  the  company  might  again  be  advised  of  this  fact  by  wire.  In  the 
course  of  a  few  days  I  again  called  at  the  San  Francisco  ofiice,  and  was  advised 
that  the  company  had  Instructed  its  representative  to  again  say  to  me  that  the 
"  Shelby  Steel  Tube  Co.  had  put  in  its  bid  to  the  Navy  Department  on  this 
specification."  Therefore,  on  August  24,  1906,  I  intrusted  Mr.  Charles  Woods, 
recent  representative  of  the  said  company,  but  now  of  the  firm  of  Woods  & 
Huddart,  S.  F.,  to  secure  these  tubes  in  any  way  possible.  On  August  25,  1906, 
I  addressed  also  the  Detroit  Seamless  Steel  Tubes  Co.,  Detroit,  and  the  Seam- 
less Steel  Tubes  Co.,  Pittsburgh,  in  an  independent  effort  to  secure  the  tubes. 
On  August  30  Jlessrs.  Woods  &  Huddart  returned  my  inquiry,  advising  their 
failure  to  secure  said  tubes  from  any  of  the  sources  known  to  them.  The  com- 
panies last  mentioned  were,  by  a  coincidence,  the  same  ones  addressed  simul- 
taneously by  myself  and  Woods  &  Huddart,  and  which  returned  me  direct 
negative  replies  about  a  week  later.  Under  date  of  August  31,  1906,  and  at  the 
suggestion  of  the  said  Woods  &  Huddart,  I  addressed  Ivens-Ellwood  Tubes 
Works,  Philadelphia,  and  about  September  10,  1906,  received  their  negative  reply 
also.  They  having  referred  my  inquiry  to  the  Detroit  Seamless  Steel  Tubes  Co., 
I  again  took  the  matter  up  with  said  company  by  wire,  and  on  September  19, 
1906,  received  their  wire  reply  again  declining  the  business.  On  September  20, 
1906,  I  wired  direct  to  Shelby  Steel  Tube  Co.,  Pittsburgh,  as  follows : 

"  Why  will  you  not  treat  with  me  on  specification  boiler  tubes  for  Bennington, 
Mare  Island?  Requisition  No.  6  steam  engineering.  Can  we  come  to  no  mutual 
understanding?" 

In  due  time  I  again  communicated  with  the  company's  San  Francisco  ofBce 
and  was  told  by  the  representative  in  charge  that  he  had  nothing  new  to  impart; 
that  his  instructions  remained  the  same  as  before,  viz,  to  merely  say  to  me 
that  "  Shelby  Steel  Tube  Co.  had  bid  direct  to  the  Navy  Department  on  this  lot 
of  tubes."  He  would  not  confirm  this  in  writing,  or  do  anything  in  the  matter 
further  than  to  reiterate  the  verbal  information  already  given.  Being  at  a  loss 
to  account  for  this  unbusinesslike  attitude,  I  have  since  procured  the  unit 
prices  of  Shelby  Steel  Tube  Co.'s  bid,  opened  at  the  Navy  pay  otfice,  Washington, 
D.  C,  July  25,  1906,  and  am  informed  that  their  bid  was  $2.59  and  $3.95  per 
tube,  respectively,  total  $5,498,  while  mine  was  $2  and  .$3.50,  respectively, 
total  $4,385.  By  referring  to  Mare  Island  requisition  No.  44  S.  E.  for  U.  S.  S. 
Torktoicn,  opened  toward  the  end  of  1903,  it  appears  of  record  that  the  Shelby 
Steel  Tube  Co.  supplied  similar  tubes,  identical  in  every  way  to  those  now  in 
question,  excepting  in  a  slight  diminished  quantity,  and  delivered  same  at 
Slare  Island  early  in  1904  at  the  unit  prices  of  $1.58  and  $3.05  per  tube,  respec- 
tively, which  would  equal  a  total  in  the  quantity  covered  by  present  requisi- 
tion of  $3,568.60,  showing  an  increase  in  their  present  bid  of  $1,929.50.  or 
about  55  per  cent.  I  need  go  no  further  in  seeking  their  motive  for  refusing 
to  treat  with  me,  who  has  been  the  instrument  of  upsetting  their  plans.  But  the 
fact  remains  that  the  Shelby  Seel  Tube  Co.  conrol  the  output  of  this  class  of 
tubes  as  called  for  in  the  present  requisition,  and  being  associated  with  the 
National  Tube  Co.  and  Western  Tube  Co.,  which  are  like  themselves  constituent 
enterprises  of  the  United  States  Steel  Corporation  and  jointly  represented  by 
the  same  officers  at  Sixteenth  and  Folsom  Streets,  San  Francisco,  they  own 
and  monopolize  nearly  all,  if  not  all,  the  boiler  tube  works  in  the  country. 
The  San  Francisco  representative  of  the  associated  companies  aforesaid  has,. 
Indeed,  stated  to  me  that  they  are  practically  one  company — separate  only  as 
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relates  to  the  board  of  directors — and  any  boiler  tube  orders  for  the  United 
States  Navy  would  be  referred  by  either  company  to  the  Shelby  Steel  Tube  Co. 

I  am  fully  persuaded  also  that  no  mill  outside  the  trust  has  the  privilege  of 
furnishing  Government  tubes,  either  direct  or  to  any  individual  who  shall  be 
proscribed  by  the  Shelby  Steel  Co.  The  persistence  with  which  this  company 
has  called  my  attention  to  its  bid,  even  after  such  bid  had  received  adverse 
consideration,  could  only  be  borne  of  the  knowledge  that  it  has  a  monopoly  and 
intends  to  brook  no  competition  on  Government  business. 

•I  inclose  all  documents  in  my  possession  relating  to  the  facts  recited,  calling 
attention  to  the  absence  of  any  writing  of  the  Shelby  Steel  Tube  Co.  for  the 
reasons  stated. 

No  one  could  be  more  desirous  of  filling  his  contract  with  the  Government 
than  myself,  both  from  a  sense  of  pride  as  well  as  duty,  but  in  the  face  of 
such  obstacles  as  have  presented  themselves  to  me  in  this  matter, -It  raises 
a  doubt  in  my  mind  as  to  whether  a  contractor  may  justly  be  held  liable  for 
his  contract  when  the  material  to  be  furnished  is  under  the  sole  control  of  an 
unscrupulous  trust. 

If  this  circumstance  of  my  case  should  not  provide  for  my  release  from  this 
obligation  unless  with  the  alternative  of  my  bfting  held  as  in  default,  I  re- 
luctantly ask  that  purchase  shall  be  made  of  the  boiler  tubes  for  my  account. 
On  the  other  hand,  if  it  shall  appear,  as  I  have  stated,  that  the  Shelby  Steel 
Tube  Co.  is  exercising  an  unlawful  monopoly,  the  extent  of  which  amounts  to 
that  of  a  conspiracy  to  restrain  competition,  or  has  otherwise  prevented  my 
furnishing  the  tubes  called  for,  in  such  event  I  would  respectfully  ask,  as 
an  act  of  grace  and  clemency  of  the  Navy  Department,  that  I  may  be  released 
from  the  contract  without  detriment. 

Very  respectfully,  Richard  H.  Geet. 

'      Pay  Inspector  E.  T.  M.  Ball,  United  States  Navy, 

Navy  Pay  Office,  San  Fratioisoo. 

In  that  letter,  as  you  will  see,  I  called  attention  to  the  fact  that  I 
had  exhausted  every  means  in  my  power  to  comply  with  that  con- 
tract. If  you  will  permit  me,  I  will  repeat  the  closing  paragraph  of 
that  letter. 

Mr.  Gardner.  This  is  your  letter  to  the  Navy  pay  officer  at  San 
Francisco  ? 

Mr.  Grey.  Yes,  sir ;  for  transmission  to  the  Napy  Department  at 
Washington,  that  being  the  method  of  conducting  correspondence 
between  contractors  and  the  Navy  Department  generally. 

This  is  the  paragraph  to  which  I  refer: 

No  one  could  be  more  desirous  of  filling  his  contract  with  the  Government 
than  myself,  both  from  a  seuse  of  pride  as  well  as  duty,  but  in  the  face  of 
such  obstacles  as  have  presented  themselves  to  me  in  this  matter  it  raises  a 
doubt  in  my  mind  as  to  whether  a  contractor  may  justly  be  held  liable  for  his 
contract  when  the  material  to  be  furnished  is  under  the  sole  control  of  an 
unscrupulous  trust. 

I  do  not  know  that  I  was  quite  justified  in  using  the  word  "  un- 
scrupulous," Mr.  Chairman,  but  that  was  my  feeling  at  the  time. 

If  this  circumstance  of  my  case  should  not  provide  for  my  release  from  this 
obligation  unless  with  the  alternative  of  my  being  held  as  in  default,  I  reluct- 
antly ask  that  purchase  shall  be  made  of  the  boiler  tubes  for  my  account. 
On  the  other  hand,  if  it  shall  appear,  as  I  have  stated,  that  the  Shelby  Steel 
Tube  Co.  is  exercising  an  unlawful  monopoly,  the  extent  of  which  amounts  to 
that  of  a  conspiracy  to  restrain  competition,  or  has  otherwise  prevented  my 
furnishing  the  tubes  called  for,  In  such  event  I  would  respectfully  ask,  as  an 
act  of  grace  and  clemency  of  the  Navy  Department,  that  I  may  be  released  from 
the  contract  without  detriment. 

Very  respectfully,'  Richabd  H.  Gbet. 

I  presume  I  have  made  it  clear  to  you  that  I  had  now  furnished, 
within  the  time  of  delivery  and  satisfactorily  in  every  respect,  to 
the  Government  all  the  items  of  this  contract  with  the  exception  of 
these  two  items  of  boiler  tubes. 
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The  Chairman.  What  action  did  they  take  ?  What  recommenda- 
tion was  made  by  the  department  after  you  had  explained  your 
inability  to  secure  these  tubes  at  any  price? 

Mr.  GrEBr.  On  November  17,  1906,  17  days  subsequent  to  the  date 
of  my  letter,  through  the  San  Francisco  Navy  pay  office,  an  answer 
was  received,  a  copy  of  which  I  have  before  me,  not  to  me,  but  to  the 
Navy  pay  office,  as  a  result  of  this  correspondence. 

Mr.  Gardner.  And  from  whom? 

Mr.  Grey.  From  the  Paymaster  General,  E.  B.  Rogers,  at  that 
time  in  charge  of  the  Bureau  of  Supplies  and  Accounts  in  this  city. 

Mr.  Gardner.  What  is  the  date  of  tnis  letter  from  Admiral  Eogers? 

Mr.  Grey.  It  is  a  telegram,  dated  November  17,  1906.  It  is  ad- 
dressed to  the  Navy  pay  offiqe,  San  Francisco,  and  is  known  for  iden- 
tification as  No.  92339.     It  says: 

Please  wire  recommendatio'n  whether  or  not  Kichard  H.  Grey  be  released 
from  his  contract  under  Steam  Engineering  requisition  6  and  purchase  made 
not  for  his  account. 

Respectfully,  E.  B.  Hogees, 

Paymaster  Ociicral,  United  States  Navy. 
It  says  here  in  the  corner : 

Confirming  telegram. 

Mr.  Gardner.  That  is  the  mail  copy  of  the  telegram,  transmitted , 
in  confirmation  of  the  telegram? 

Mr.  Grey.  It  is  the  confirmation  of  the  telegram. 
Mr.  Gardner.  Would  you  mind  reading  that  again? 
Mr.  Grey.  It  is  addressed  to  the  Navy  pay  office : 

Please  wire  recommendation  whether  or  not  Richard  H.  Grey  be  released 
from  his  contract  under  steam  engineering  requisition  6,  and  purchase  made 
not  for  his  account. 

Mr.  Gardner.  That  I  did  not  get  the  meaning  of — 

And  purchase  made  not  for  his  account. 

Mr.  YoTJNG.  That  would  relieve  you  of  the  loss  of  the  $1,100,  if 
that  was  done  ? 

Mr.  Grey.  That  would  be  the  case. 

Mr.  Gardner.  It  was  an  inquiry  whether  he  would  recommend 
that  the  Navy  Department  purchase  outright,  without  charging  it 
to  you.    Is  that  it? 

Mr.  Grey.  Yes. 

May  I  interject  at  this  moment  that  I  have  overlooked  one  im- 
portant feature  of  this  contract,  which  is  this?— That  failing  to  make 
delivery  of  the  material  contracted  for  under  this  contract,  the  Navy 
Department  has  the  right,  at  its  discretion,  to  purchase  this  material 
for  my  account,  after  I  am  in  default,  and  charge  me  subsequently 
with  the  difference  in  cost  of  procuring  that  material. 

The  Chairman.  That  is,  the  difference  between  your  bid  and  the 
price  they  pay  for  it? 

Mr.  Grey.  At  any  price  they  choose  to  pay,  and  I  would  be  com- 
pelled to  stand  the  difference  between  that  price  and  the  price  under 
my  contract,  if  I  could  not  deliver  the  material  on  time. 

The  Chairman.  All  right.    Proceed. 

Mr.  Grey,  The  purchasing  pay  officer  in  San  Francisco,  at  the 
Navy  pay  office,  answered  that  telegram  to  the  Paymaster  General  of 
the  Navy  Department,  Washington,  D.  C,  under  date  of  November 
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20,  1906,  three  days  after  the  recipt  of  his  message  from  the  Navy 
Department.    May  I  read  it? 

The  Chaikman.  Yes. 

Mr.  Geey  (reading) : 

Owing  to  apparent  combination  against  Grey,  recommend  his  release  from 
items  18  and  19,  steam  engineering  requisition  6. 

Ball. 

The  full  name  of  this  gentleman  is  R.  M.  T.  Ball.  His  rank  at 
that  time  was  pay  inspector.  United  States  Navy. 

Mr.  Young.  Was  that  the  end  of  it? 

Mr.  Gret.  No;  there  are  other  points  to  follow. 

The  Chairman.  Go  ahead. 

Mr.  Gret.  Under  date  of  November  23,  three  days  later  again,  in 
1906,  the  bureau,  or  the  Paymaster  General,  telegraphed  to  Pay  In- 
spector  Ball,  at  the  Navy  pay  office  in  San  Francisco,  the  telegram 
having  the  reference  number  99176,  reading  as  follows: 

Issue  new  proiTosals  for  items  18  and  19,  engineering  requisition  6,  Mare 
Island,  tubes  for  Bennington.  Open  bids  30th.  Wire  prices,  time  delivery,  to 
bureau  for  instructions. 

E.  B.  RoQERS, 
Paymaster  General  United  States  Navy. 

Mr.  Gardner.  I  wish  you  would  explain  just  what  that  means. 

Mr.  Grey.  I  take  it,  Mr.  Gardner,  that  it  Avas  at  this  time  not  the 
desire  of  the  Navy  Department  to  purchase  the  tubes  for  my  accouht ; 
that  it  had,  perhaps,  under  consideration,  or  it  had  already  deter- 
mined not  to  do  so;  that  the  circumstances  which  I  had  laid  before 
them  of  my  efforts  to  purchase  these  boiler  tubes  were  considered  to 
be  a  getluine  effort  on  my  part  to  have  produced  the  material,  over 
which  I  seemed  to  have  no  physical  control. 

Mr.  Gardner.  But  I  mean,  what  would  a  man  naturally  infer 
when  he  saw  that  telegram?  That  they  were  going  to  let  you  oft' 
from  those  two  items  entirely  ?  Would  that  be  the  natural  inference 
to  draw,  or  not,  from  that  telegram? 

Mr.  Grey.  That  will  appear  in  a  moment,  Mr.  Gardner. 

Mr.  Gardner.  I  did  not  know  but  that  you  could  explain  it  in  a 
word. 

Mr.  Grey.  I  would  take  it  to  be  so. 

Mr.  Gardner.  When  you  saw  that  telegram,  you  said  to  yourself : 
"  What  they  are  going  to  do  is  this :  They  are  going  to  let  me  off, 
and  open  these  two  tube  items  again." 

Was  that  the  natural  assumption  a  man  would  draw  from  that 
telegram  ? 

Mr.  Grey.  There,  was  in  practice,  I  believe,  at  this  time  a  rule  that 
when  a  contractor  was  in  default  he  was,  in  general,  formally  ad- 
vised of  that,  and  threatened  with  proceedings  of  purchase  by  the 
Navy  Department  if  within  10  days  he  did  not  come  forward  with 
that  material. 

Mr.  Gardner.  And  according  to  the  receipt  of  that  telegram,  and 
no  notification  that  you  were  in  default,  you  were  led  to  suppose 
what? 

Mr.  Grey.  That  it  was  favorable  to  my  release,  taken  particularly 
in  connection  with  the  former  telegram  of  the  Payinaster  General, 
which  asked  for  the  recommendation  of  the  pay  inspector  at  San 
Francisco. 
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Mr.  Gaed2sier.  That  is  to  say,  it  would  have  been  an  unusual  course, 
in  your  opinion,  for  the  Navy  Department  to  take  if  they  did  not 
intend  to  release  you? 

Mr.  Grey.  Quite  so,  sir. 

Mr.  Gakdnek.  I  say,  in  your  opinion.  I  know  nothing  about  the 
question  myself.  I  do  not  want  to  get  anything  except  your  opinion 
as  to  whether  it  would  be  an  unusual  course. 

Mr.  Grey.  From  my  remembrance  of  any  precedent  of  that 
kind;  yes. 

Up  to  this  point,  Mr.  Chairman,  I  was  not  able  to  say  positively 
whether  I  was  released  or  whether  I  was  not  released,  but  it  ap- 
pears that  on  opening  these  bids  on  the  30th  of  November  by  direc- 
tion of  the  Paymaster  General  there  was  only  one  bid  received  in 
San  Francisco,  although  bids  had  been  invited  generally  from  deal- 
ers in  that  city,  exclusive  of  myself. 

Mr.  Gardner.  Excuse  me,  but  when  you  say  bids  were  invited,  do 
you  mean  by  special  invitation  to  each  dealer  or  by  general  notice  in 
the  post  office  or  somewhere  else? 

Mr.  Grey.  I  mean  by  direct  mailing  of  the  proposals  to  each  dealer 
in  the  city,  in  order  that  they  may  know,  as  well  as  by  notices  posted 
on  the  bulletin  board,  that  these  bids  are  to  be  opened. 

Mr.  Bealx,.  I  think  it  would  be  well  for  the  provision  of  law  relat- 
ing to  invitation  for  bids  to  go  into  the  record  just  at  this  place,  Mr. 
Grey. 

Mr.  Grey.  I  shall  be  glad  to  do  that,  but  I  have  not  a  copy  of  the 
provision  of  law  directly  at  hand. 

Mr.  Beall.  I  suppose  this  statement  of  it  is  correct,  on  page  9  of 
this  typewritten  brief,  which  was  handed  to  me  by  the  chairman. 

Mr.  Reed.  What  page  is  that,  Mr.  Beall  ? 

Mr.  Beall.  Page  9  of  this  typewritten  brief,  right  at  the  bottom  of 
the  page. 

Mr.  Gardner.  That  is  the  law  of  June  14,  1878  ? 

Mr.  Beall.  Yes.     It  reads: 

MATERIALS    FOR    STEAM    BOILERS    FOB   THE   NAVY. 

That  ou  and  after  the  passage  of  this  act  the  Secretary  of  the  Navy  be,  and 
he  is  hereby,  authorized  to  purchase  at  the  lowest  market  price  such  plate  Iron 
and  other  material  as  may  enter  into  the  construction  of  steam  boilers  for  the 
Navy  without  advertising  for  bids  to  furnish  the  same :  Provided,  That  he  shall 
cause  to  be  sent  to  the  principal  dealers  and  manufacturers  of  iron  and  such 
other  materials  as  may  be  required  specifications  of  the  quality,  description,  and 
character  of  such  iron  and  materials  so  required :  And  provided  further.  That 
such  plate  iron  and  materials  shall  be  subjected  to  the  same  tests  and  inspec- 
tion as  now  provided  for  and. which  inspection  and  tests  shall  be  made  publicly 
and  in  presence  of  such  bidders  or  their  authorized  agents,  as  may  choose  to 
attend  at  the  making  thereof. 

The  Chairman.  You  say  there  was  but  one  bidder? 

Mr.  Grey.  That  seems  to  be  the  case  from  a  telegram  which  is  for- 
warded to  the  Paymaster  General  of  the  Navy  Department,  Wash- 
ington, D.  C.,  by  the  then  presiding  officer  in  the  Navy  pay  office  at 
San  Francisco. 

The  Chairjian.  Who  was  that  bidder? 

Mr.  Grey.  The  Shelby  Steel  Tube  Co. 

Mr.  Gardner.  The  Shelby  Steel  Tube  Co.  was  the  new  single 
bidder? 
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Mr.  Grey.  Yes,  sir. 

Mr.  Young.  That  was  the  only  bid  received  the  second  time  ? 

Mr.  Grey.  Yes.     [Eeading:] 

Only  one  bid  received,  Items  18  and  19,  engineering  6,  Shelby  Steel  Tube  Co., 
Pittsburgh,  $5,498;  shipment  hundred  fifty  days. 

Ball. 

The  Chairman.  How  did  that  price  compare  with  the  previous 
price  that  they  had  bid  ? 

Mr.  Grey.  It  was  the  same  in  every  respect. 

Mr.  YoTJNG.  You  gave  the  total  in  this  case,  and  you  gave  it  per 
tube  before? 

Mr.  Grey.  The  total,  $5,498,  seems  to  have  been  their  bid  in  Wash- 
ington at  the  first  invitation,  and  their  bid  in  San  Francisco  at  the 
second  invitation,  excepting  that  the  item  of  delivery  was  somewhat 
extended  in  this  latter  case,  was  the  same. 

Mr.  Danforth.  What  was  the  time  of  delivery  in  the  first  offer 
that  they  made,  if  you  know? 

Mr.  Grey.  Sixty  days,  Mr.  Danforth. 

Mr.  Danforth.  That  was  in  their  bid? 

Mr.  Grey.  Originally;  yes. 

Mr.  Gardner.  I  talte  it  that  in  those  first  bids,  except  in  the  case  of 
the  man  who  specified  90  days,  every  bid  was  supposed  to  be  for  de- 
livery in  60  days? 

Mr.  Grey.  Yes;  in  order  to  be  formal,  that  is  required. 

Mr.  Gardner.  Was  it  in  the  specifications? 

Mr.  Grey.  Yes,  sir.  The  price  was  taken  in  connection  with  the 
time  of  delivery. 

In  answer  to  that  advice  of  the  Navy  pay  office  in  San  Francisco  to 
the  Paymaster  General  in  Washington,  this  was  the  telegram  which 
was  subsequently  received,  dated  December  14,  1906,  confirming  tele- 
gram: 

The  bureau  hereby  confirms  its  telegram  of  even  date,  as  follows : 

Navy  Pat  Office,  San  Francisco,  Cal. 

Engineering  6  items  18  and  19,  tubes  Bennington,  award  bids  Shelby  Steel 
Tube  Co.  in  accordance  with  your  wire  December  1. 

Kespectfully,  B.  B.  Rogers, 

Paymaster  General  United  States  Navy. 

The  Chairman.  To  whom  was  that  telegram  sent? 

Mr.  Grey.  To  Pay  Inspector  Ball,  purchasing  pay  officer  in  charge 
Navy  pay  office,  who  was  previously  directed  to  refer  all  bids  to  the 
Navy  Department  at  Washington  for  recommendation. 

Mr.  Eeed.  And  what  is  the  date  of  that? 

Mr.  Grey.  The  date  of  this  confirmation  of  telegram  is  December 
14,  1906.    The  telegram  was  of  the  same  date. 

Up  to  this  point,  Mr.  Chairman,  it  would  seem  that  I  am  left  in 
doubt  as  to  my  standing  before  the  department.  We  have  now 
reached  the  period  of  December  29,  and  my  letter  addressed  to  the 
Navy  Department,  laying  all  the  circumstances  before  it,  was  of 
October  31, 1906,  this  being  an  interval  of  59  days,  in  which  I  am  left 
in  agonizing  suspense,  excepting  in  so  far  as  I  had  made  inquiries  at 
the  Navy  pay  office  in  San  Francisco  to  know  whether  any  letter  or 
any  intimation  had  been  received  from  the  Navy  Department  through 
that  channel  by  which  I  might  know  how  I  stood  in  the  matter. 
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I  was  informed,  to  use  the  phraseology  of  the  officer  in  charge,  that 
I  was  out  of  it ;  that  the  contract  for  the  tubes  had  been  awarded  ta 
the  Shelby  Steel  Tube  Co.,  in  consequence  of  which  items  18  and  19, 
boiler  tubes,  had  been  ordered  to  be  canceled  from  my  contract  which 
was  on  file  in  the  general  storekeeper's  office  at  the  Mare  Island  Navy 
Yard. 

Mr.  Young.  This  was  a  verbal  statement  to  you  ? 

Mr.  Grey.  Yes,  Mr.  Young;  just  a  verbal  statement  to  me.    In 
order  to  satisfy  myself  of  the  matter,  I  went  to  the  Mare  Island  Navy 
Yard  and  visited  the  general  storekeeper's  office  and  asked  concetning 
the  matter.    A  copy  of  the  contract  was  taken  from  the  files,  ana_ 
across  its  face  on  the  items  18  and  19  was  the  word  "canceled"' 
written. 

From  this  I  supposed  that  I  was  not  yet  in  default.  On  December 
29,  1906,  however,  this  letter  was  directed  to  the  purchasing  pay  offi- 
cer. Navy  pay  office,  San  Francisco,  by  the  Paymaster  Geiieral, 
Bureau  of  Supplies  and  Accounts,  Navy  Department,  Washington, 
D.  C,  the  reference  number  on  this  letter  being  also  99176 : 

SiE :  Refei-ring  to  the  contract  of  Richard  H.  Grey,  of  San  Fr;incisco,  for 
furnishing  boiler  tubes  and  other  articles  called  for  by  Steam  Engineering 
requisition  No.  6,  for  the  navy  yard,  Mare  Island,  Oal. 

In  view  of  Mr.  Grey's  statement  that  he  was  unable  to  furnish  the  tubes 
required,  an  order  was  placed  with  other  parties,  and  all  of  the  correspondence 
with  reference  to  the  matter  was  forwarded  to  the  Secretary  of  the  NaVy  for 
decision  as  to  whether  or  not  the  difference  between  tlie  price  ]iali1ed  in 
Mr.  Grey's  contract  and  that  at  whicli  tile  new  contract  was  placfed  shotild  be 
charged  against  the  original  contractor's  account. 

The  Secretary  has  decided  that  the  difference  in  price  shall  be  charged  to 
Mr.  Grey,  and  you  will  please  collect  the  difference  of  $1,113,  aud  deposit  same 
to  the  crdeit  of  appropriation  "  Steam  machinery,  1907." 

Respectfully,  E.  B.  Rogers, 

Paymaster  Oeneral,  United  Stales  Wacg. 

The  PuBCHASiNG  Pay  Officek, 

Nuuy  Pay  Office,  f<«n  Francisco,  Cal. 

The  Chairman.  Did  you  pay  that  money  ? 

Mr.  Grey.  I  did,  Mr.  Chairman,  under  a  sort  of  moral  protest. 
Nevertheless,  I  paid  the  money.  I  did  protest  to  the  Navy  I)e|)art- 
ment  that  it  was  not,  in  my  estimation,  quite  fair  under  the  cir- 
cumstances. 

The  Chairman.  When  you  made  this  oflPer  to  furnish  boiler  tubes 
to  the  Government,  did  you  make  any  eflFort  to  ascertain  about  what 
they  were  worth,  and  did  the  Navy  Department  make  any  estimate 
as  to  about  what  they  did  pay,  or  what  was  the  fair  price  for  them 
at  the  time  this  first  bid  was  made  ? 

Mr.  Gret.  It  is  the  practice  of  the  Navy  Department,  as  I  under- 
stand, to  previously  inquire  the  cost  of  this  material  for  the  purpose 
of  making  an  appropriation  from  the  fund  which  is  available  for 
these  purposes,  and  they  have,  at  times  in  the  past,  even  made  those 
inquiries  from  me,  as  a  dealer,  as  to  what  price  I  could  name  as  an 
estimated  cost  of  various  materials  which  they  were  intending  to 
purchase. 

Mr.  Gardner.  That  is,  they  asked  your  advice,  not  as  to  what  you 
would  charge  yourself,  but  so  as  to  get  a  general  idea  of  the  market 
value  of  the  articles  for  which  bids  were  desired  ? 

Mr.  Grey.  They  asked  quotations,  not  necessarily  binding,  but 
within  which  you  are  expected  to  bid. 
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• 

Mr.  Gardner.  As  an  indication  of  the  market  value? 

Mr.  Grey.  As  an  indication  or  estimate  of  the  cost. 

I  understand  your  question,  Mr.  Chairman,  to  be  as  to  whether  or 
not  I  made  any  mquiries  as  to  the  price  of  material  at  this  time? 

The  Chairman.  Yes;  and  whether  the  Navy  Department  made 
any  estimate  as  to  what  the  value  of  these  articles  was. 

Mr.  Grey.  Permit  me  to  say,  at  this  point,  that  that  information  or 
estimate  is  not  within  the  knowledge  of  the  bidder  generally  unless  he 
himself  was  the  individual  who  had  furnished  that  information  to  the 
Navy  Department.  The  cost  of  the  material,  in  the  estimation  of  the 
Navy  Department,  or  in  the  estimation  of  the  individual  who  might 
have  furnished  that  information  to  the  Navy  Department,  I  know 
not.  But  I  do  know  this:  That  the  price  which  I  inserted  against 
those  items  18  and  19  in  that  bid — $2  per  tube  and  $3.50  per  tube^ 
respectively — Was  a  fair  price — a  liberal  price — affording  me  a  good 
mai'gin  of  profit,  based,  as  it  was,  on  my  knowledge  of  the  cost  of 
that  material  in  the  past  and  the  fluctuations  of  the  market  up  to  the 
period  when  I  filed  my  bid. 

Mr.  Gardner.  Did  not  a  third  party  estimate  still  higher  than  the 
Shelby  Steel  Tube  Co.? 

Mr.  Grey.  Yes ;  they  bid  a  higher  figure. 

Mr.  Gardner.  For  90  days'  delivery  ? 

Mr.  Grey.  Yes,  sir;  it  was  higher.    Shall  I  riead  that? 

Mr.  Gardner.  You  have  already  read  it.  I  asked  simply  if  my 
memory  was  correct  in  that  regard. 

Mr.  Grey.  There  was  a  higher  bidder  than  either  myself  or  the 
Shelby  Steel  Tube  Co. ;  yes. 

Mr.  Young.  On  these  tubes? 

Mr.  Grey.  Yes. 

Mr.  GAitDNEE.  Who  was  that  ? 

Mr.  Grey.  The  Pacific  Hardware  &  Steel  Co. 

Mr.  Gardner.  What  are  they?.  Are  .  they  manufacturers  or 
dealers  ? 

Mr.  Ghey.  They  are  dealers  in  San  Francisco. 

Mr.  Gardner.  With  the  same  and  no  other  sources  of  supply  that 
you  had  ? 

Mr.  Grey.  None  other  that  I  am  aware  of.  I  believe  my  credit,. 
although  somewhat  smaller  than  theirs,  is  relatively  as  good. 

The  Chairman.  Have  you  since  ascertained  what  the  department 
estimated  would  be  a  fair  price  to  pay  for  those  tubes  ? 

Mr.  Grey.  I  have  learned  that  information,  through  information 
furnished  by  the  Secretary  of  the  Navy,  only  as  a  total  sum  of  what 
their  estimated  cost  might  have  been  in  this  case.  That  estimation, 
as  I  am  informed,  was  $3,895. 

The  Chairman.  That  is  for  the  tubes  ? 

Mr.  Grey.  For  the  two  items  of  tubes  together. 

The  Chairman.  What  was  your  estimate  ? 

Mr.  Grey.  My  bid  was  $4,385. 

Mr.  Gardner.  You  say  that  information  was  furnished  by  the 
Secretary  of  the  Navy  as  the  total  estimated  value  of  the  tubes  ? 

Mr.  Grey.  Yes. 

The  Chairman.  I  will  say  that  that  information  was  furnished  at 
my  request. 

Mr.  Gardner.  The  Secretary  of  the  Navy  furnished  it  to  you  ? 
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The  Chairman.  Yes.  'That  was  their  estimate  as  to  what  the 
tubes  ought  to  be  worth  at  that  time. 

Mr.  Grey,  have  you  continued  bidding,  notwithstanding  these  dis- 
couragements, since  that  time  for  Navy  contracts? 

Mr.  Geet.  I  am  not  dead  yet,  Mr.  Chairman.  I  exercise  the  right 
to  continue  in  that  business  in  which  I  have  been  for  so  long  a  time, 
and  I  hope  to  die  in  that  business,  notwithstanding  all  the  discourage- 
ments which  I  find  from  time  to  time  in  these  matters. 

The  Chairman.  Have  you  made  any  other  bids? 

Mr.  Grey.  Frequently.    Constantly. 

The  Chairman.  Is  there  any  difference  between  your  bids  and 
those  of  the  United  States  Steel  Corporation  ? 

Mr.  Grey.  Sometimes  they  are  higher  and  sometimes  they  are 
lower. 

The  Chairman.  Tell  us  some  of  the  instances  in  which  they  are 
higher  and  some  of  the  instances  in  which  they  are  lower.  Tell  us 
about  that  matter. 

Mr.  Grey.  As  to  the  instances  in  which  my  bids  have  been  higher, 
necessarily  the  contracts  have  not  been  awarded  to  me,  and  therefore 
I  am  unable  to  speak  of  those  without  some  preparation.  But  in 
the  cases  where  the  Shelby  Steel  Tube  Co.  has  bid  lower,  it  has  been 
to  my  interest  to  take  memoranda  of  those  occasions  for  future  ref- 
erence and  for  future  guide. 

Permit  me  to  call  attention  to  one  bid  of  that  kind. 

Mr.  Beall.  Do  you  mean  where  the  bids  of  the  Shelby  Steel  Tube 
Co.  have  been  lower  than  yours,  or  where  yours  have  been  lower 
than  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Grey.  I  speak  of  those  where  the  Shelby  Steel  Tube  Co.'a 
bids  have  been  lower  than  mine. 

Mr.  Gardner.  You  say  you  can  not  give  any  information  on  those 
bids  where  they  have  been  higher  than  yours? 

Air.  Grey.  -Not  without  access  to  my  invoices. 

Mr.  Gardner.  I  think  Mr.  Beall  is  right,  and  that  you  made  a 
slip  of  the  tongue  in  the  first  instance.  I  think  your  first  statement 
was  that  you  could  not  give  information  in  the  cases  where  the 
Shelby  Steel  Tube  Co.'s  bids  were  lower  than  yours,  inasmuch  as  you 
did  not  get  the  contract. 

The  Chairman.  You  mean  you  only  know  in  cases  where  you  got 
the  contract? 

Mr.  Grey.  I  think  I  am  perhaps  confused,  reversing  the  circum- 
stances. 

Mr.  Gardner.  Let  us  start  it  all  over  again. 

Mr.  Grey.  I  mean  to  say  that,  in  cases  where  the  Shelby  Steel 
Tube  Co.'s  bids  have  been  lower  than  mine,  I  can  give  you  one 
illustration  of  that  kind;  but  where  I  may  have  bid  lower  than 
the  Shelby  Steel  Tube  Co.  I  have  no  preparation  made  to  give  you 
any  figures  of  that  kind. 

Mr.  Gardner.  And  yet  you  got  the  contract  ? 

Mr.  Grey.  Yes ;  I  had  those  contracts,  filled  them,  and  forgot  them. 

The  Chairman.  Do  you  not  mean  that  it  is  only  where  you  put 
in  the  lowest  bid  that  jj^ou  got  the  contract  ? 

Mr.  Grey.  Yes. 

The  Chairman.  And  it  is  only  in  cases  where  you  got  the  contract 
that  Ton  can  speak  accurately?    Is  not  that  true? 
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Mr.  Geey.  No;  that  is  not  the  case,  Mr.  Chairman.  I  can  speak 
from  facts  and  figures  if  I  have  my  records  in  San  Francisco;  but  I 
mean  to  say  this:  That  I  have  not  come  here  prepared  to  say  what 
was  the  Shelby  Steel  Tube  Co.'s  bid  in  a  number  of  cases  where  I 
have  been  awarded  the  contract  at  lower  prices  than  theirs.  I  have 
here  only  two  illustrations  to  show  what  have  been  the  relative  prices 
between  me  and  them  where  their  bids  have  been  lower  than  mine. 

The  Chairman.  All  right.    Let  us  have  those  figures. 

Mr.  Grey.  In  the  latter  part  of  October,  1911,  there  was  required 
for  the  repairs  of  the  torpedo  boats  at  the  Mare  Island  Navy  Yard  a 
large  quantity  of  boiler  tubes  of  the  character  which  is  supplied  to 
the  Navy  Department. 

Mr.  Young.  These  are  seamless  tubes? 

Mr.  Geey.  These  are  seamless,  cold-drawn  tubes. 

Mr.  Reed.  Of  what  size? 

Mr.  Geey.  One  and  one-eighth  inches  and  IJ  inches  outside  diam- 
eter by  what  is  known  as  No-.  11  Birmingham  wire-gauge  thickness. 

Permit  me  to  make  one  remark  which  I  have  forgotten  also — that  the 
Navy  Department's  practice  of  requiring  boiler  tubes  to  be  furnished 
to  specifications  of  their  own  is  that  they  sometimes  require  the  boiler 
tubes  to  be  thicker  than  those  which  are  usually  carried  of  the  same 
dimensions  in  the  course  of  ordinary  construction.  So  that  these 
No.  11  Birmingham  wire-gauge  tubes  are  somewhat  thicker  than 
those  which  would  ordinarily  correspond  to  those  outside  dimensions 
in  commercial  usage. 

Bids  were  invited  on  those  specifications  for  boiler  tubes  on  or  about 
October  31,  1911.  The  total  of  my  bid  at  that  time  was  $11,062.30; 
the  Berger-Carter  Co.,  San  Francisco,  likewise  dealers  in  San  Fran- 
cisco, $11,110.45;  the  United  States  Steel  Products  Co.,  San  Francisco, 
$8,867.70,  the  time  of  delivery  in  each  case  being  required  to  be  60 
days. 

The  Chairman.  When  was  that  contract  awarded? 

Mr.  Geey.  That  contract  was  awarded  to  the  United  States  Steel 
Products  Co.  about  two  or  three  weeks  later,  after  it  had  been  referred 
to  the  Mare  Island  Navy  Yard  for  consideration. 

The  Chairman.  What  was  the  date  of  the  award?  Was  that  in 
any  wise  lately? 

Mr.  Grey.  This  transaction  of  which  I  speak,  Mr.  Chairman,  was 
in  the  latter  part  of  October,  1911.  It  sometimes  happens  that  the 
awards  are  not  made  on  the  spot;  that  they  are  referred  to  some 
source  for  recommendation  before  the  award  is  made.  I  understand 
that  this  award  was  delayed  for  two  or  three  weeks,  but  finally  was 
made  to  the  United  States  Steel  Products  Co. 

The  Chairman.  Has  there  been  any  reduction  in  the  price  of  tubes 

lately?  ,        ,     n  , 

Mr.  Geey.  This  transaction  would  show  that  there  had  been  a  re- 
duction of  about  25  per  cent  at  this  period. 

Mr.  Gabdnee.  You  mean  25  per  cent 

Mr.  Grey.  Twenty-five  per  cent  less. 

Mr.  Gardner.  Twenty-five  per  cent  less  than  what  ?    Less  than  they 

bid  in  1906?  .        ^     ,  .  ^  T  t,  11    .- 

Mr.  Grey.  Less  than  any  price  of  which  I  have  any  recollectioo 

previous  to  this  time. 
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Mr.  Gardner.  That  is,  for  tubes  of  the  same  specifications? 

Mr.  Grey.  Exactly  the  same.  •  j.    i  •    t.    . 

The  Chairman.  If  they  have  a  practical  mpnopoly  of  this  busiT 
ness,  how  do  you  account  for  this  drop  in  price  of  25  per  cent? 

Mr.  Eeed.  Does  the  chairman  ask  for  the  opinion  of  the  witness 
as  to  the  motives  of  the  Steel  Products  Co.  ? 

The  Chairman.  I  want  to  know  what  conditions  have  produced  it;? 

Mr.  Gret.  If  you  wish  my  personal  opinion,  I  coul(J,  perhaps, 
repeat  what  the  president  of  the  United  States  Steel  Corporation 
said  yesterday,  that  there  had  been  a  reduction  in  price  due  to  the 
investigations  of  this  committee. 

Mr.  Young.  I  did  not  hear  Mr.  Farrell  state  that. 

The  Chairman.  That  was  what  Mr.  Keed  said,  that  you  are  re- 
ferring to,  I  suppose. 

Mr.  Eeed.  I  do  not  remember  having  made  any  such  statement. 
I  am  sure  I  did  not  hear  Mr.  Farrell  make  any  such  statement. 

Mr.  Gardner.  I  rather  think  the  statement  referred  to  wa^  one 
made  by  Mr.  Keed  that,  in  consequence  of  recent  action  in  Washing- 
ton, referring  to  the  Government's  bill  in  equity  against  the  Steel 
Corporation,  there  had  been  a  jar  to  the  system  oi  cooperation  which 
bad  been  referred  to  during  the  course  of  the  examination  of  Mr. 
Farrell. 

The  Chairman.  Yes;  that  was  it. 

Mr.  Eeed.  That  was,  in  substance,  what  I  said  to  Mr.  Beall  yes- 
terday. 

Mr.  Beall.  And  in  regard  to  a  demoralization  in  prices,  was  it 
not? 

Mr.  Eeed.  I  called  attention  to  the  fact  that  there  had  been  general 
demoralization  in  steel  prices  since  last  May. 

Mr.  Grey.  Perhaps  I  misunderstood  the  matter. 

The  Chairman.  You  probably  mistook  Mr.  Eeed  for  the  presideiftt 
of  the  Steel  Corporation.  Pie  looks  as  if  he  might  be,  and  I  hope  he 
will  be  some  day.    [Laughter.] 

Mr.  Eeed.  I  hope  I  never  shall  be,  Mr.  Chairman.     [Langhter.] 

Mr.  Gardner.  I  think  it  would  be  better,  Mr.  Grey,  for  you  to 
answer  in  your  own  words  and  not  refer  to  the  language  of  some- 
body else,  whoever  he  may  be. 

Mr.  Grey.  I  can  account  in  no  way  for  the  25  per  cent  reduction 
at  this  time  in  the  price  of  boiler  tubes. 

Mr.  YouNO.  I  presume  that  the  remark  made  by  Mr.  Eeed  the 
other  day  was  more  or  less  in  the  nature  of  a  joke. 

_Mr.  Eeed.  I  would  not  undertake  to  be  humorous  with  the  com- 
mittee, Mr.  Young. 

The  Chairman.  Have  you  any  contracts,  prior  to  that  time,  where 
their  bid  was  lower  than  that  of  your  competitors  ?  If  you  have,  let 
us  have  them. 

Mr.  Grey.  I  have  no  contracts  here  which  appear  to  be  lower. 

The  Chairman.  If  you  remember  about  any  such  instances,  tell 
us  about  them. 

Mr.  Grey.  I  have  continuously  been  able  to  supply  boiler  tvijjes, 
however,  to  the  Government  and  to  other  consumers  at  prices  that 
were  fair,  but  somewhat  less  than  those  which  prevail  for  boiler 
tubes  of  the  type  which  is  generally  manufactured  by  the  Shelby 
Tube  Co. 
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Mr.  Beall.  Where  would  you  get  that  supply? 

Mr.  Grey.  Mr.  Beall,  I  had  in  many  cases  to  go  a  rouridabout  way 
to  get  them,  but  I  believe  that  they  came  from  the  mills  of  the  Shelby 
St^l  Tube  Co. 

I^r.  Gardnek.  Is  nobody  else  making  seamless  tubes  now? 

Mr.  Grey.  It  h^s  been  brought  to  my  attention  as  recently  as  yes- 
terday that  I  have  a  new  source  of  supply  in  seamless  steel  tubes  of 
this  character. 

Mr.  (grAEDNEE.  How  ajjout  the  Detroit  company? 

Mv-  Grey.  The  Detroit  company  has  not  only  declined  to  quote  ine 
on  two  previous  occasions,  but  has  betrayed  my  confidence  by  for- 
warding my  correspondence  to  the  Shelby  Steel  Tube  Co.  after  I 
requested  that  it  should  not  be  done,  and  I  have  no  desire  to  trade 
wijh  tbem  any  mor,e. 

Mr.  Beall.  Are  they  a  manufacturing  company? 

Mr.  Grey.  I  so  understand.  I  have  bought  those  tubes  from  them, 
and  I  believe  they  manufacture  them,  but  I  do  not  find  them  men- 
tioned in  this  pamphlet. 

^r.  Yottw;g.  I  understood  you  to  say  earlier  in  your  examination, 
Mr.  Grey,  that  there  were  other  concerns  besides  the  Shelby  Steel . 
Tube  Co.  that  made  seamless  tubes,  but  they  were  not  of  quite  so 
high  a  grade.    Did  I  understand  you  correctly  ? 

Mr.  Grey.  I  do  not  remember  saying  that,  Mr.  Young. 

Mr.  Young.  Is  it  so  ? 

Mr.  Grey.  There  are  two  types,  generally,  of  boiler  tubes,  one 
Imown  as  lap  welded  and  the  other  as  seamless. 

Mr.  Young.  I  am  speaking  entirely  of  seamless  tubes. 

Mr.  Grey.  There  are  practically  no  other  manufacturers  at  this 
tinfie  than  two  within  my  knowledge. 

Mr.  Young.  Is  there  any  difference  in  quality  between  the  tubes 
manufactured  by  these  two? 

Mr.  Grey.  None  whatever.    They  are  in  all  respects  the  same. 

Mr.  Young.  Let  me  see  if  I  understand  this  transaction  reduced 
to  its  lowest  terms:  In  the  first  place,  you  entered  into  a  contract 
with  the  Navy  Department  to  fijrpish  them  certain  material  for 
an  agreed  price.    That  is  correct,  is  it  not? 

Mr.  Grey.  Yes. 

Mr.  Young.  You  did  not  have  this  material  in  your  possessipn? 
You  did  not  own  it  ?  But  you  relied  on  your  ability  to  go  into  the 
market  £),nd  buy  it  and  fill  your  contract  with  the  Government? 

Mr.  Grey.  Yes,  sir. 

Mr.  Young.  When  you  ca^ne  to  purchase  tubes  of  the  character 
described  in  the  ^pecifiqatpions  you  foupd  that  they  could  not  be  ob- 
tained 9-t  that  time  from  the  Shelby  Steel  Tube  Co.? 

Mr.  Grey.  Yes. 

Mr.  Young.  And  they  refused  to  sell  them  to  you  ? 

Mr.  Grey.  Yes. 

Mr,  Young.  Giving  as  a  reason  that  they  had  bid  directly  on 
them  themselves? 

Mr.  Gray.  Yes-  ,      . 

Mr.  Young,  That  ig  the  reason,  whether  it  was  a  good  one  or  pot? 

Then  you  offered  them,  in  substance,  in  a  telegram,  tp  pjiy  .tiieir 
price  if  they  would  sell  them  to  you,  so  that  you  could  furnish  them 
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to  the  Government,  asking  if  there  were  any  terms  on  which  you 
could  agree? 

Mr.  Grey.  Yes,  Mr.  Young. 

Mr.  YoTJNG.  They  refused  to  do  that,  but  the  Government  did 
purchase  them  at  that  price  from  the  Shelby  Steel  Tube  Co.,  and 
charged  you  up  with  the  difference  between  the  price  they  paid  and 
the  price  of  your  bid  ? 

Mr.  Grey.  Yes. 

Mr.  Young.  So  the  result  to  you  was  exactly  the  same  as  you  ex- 
pected when  you  wired  the  Shelby  Steel  Tube  Co.  if  there  were  some 
terms  on  which  you  could  agree  ? 

Mr.  Grey.  It  was  financially  the  same. 

Mr.  Young.  And  you  have  still  been  able  to  go  on,  since  that  time, 
doing  business  with  the  Navy  Department,  selling  them  goods  and 
having  orders  accepted  and  carrying  them  out  ? 

Mr.  Grey.  Yes. 

Mr.  Young.  Do  you  know  whether  at  the  time  of  this  transaction 
the  Shelby  Steel  Tube  Co.  was  selling  steel  tubes  of  the  character 
described  in  these  specifications  to  other  people  than  the  Govern- 
ment at  a  less  price? 

Mr.  Grey.  I  should  say  yes,  Mr.  Young. 

Mr.  Young.  I  am  asking  for  your  knowledge,  not  for  what -you 
may  say. 

Mr.  Grey.  Yes. 

Mr.  Young.  To  whom  did  they  sell  them,  and  at  what  price? 

Mr.  Grey.  They  sold  them  to  the  public  generally. 

Mr.  Young.  I  am  asking,  now,  for  your  knowledge,  and  not  for 
your  opinion.  I  am  asking  for  what  you  know  about  it.  Do  you 
know  of  sales  made  by  them  at  that  time  to  other  people  at  a  lower 
price ;  and  if  so,  to  whom,  and  what  were  the  circumstances  ? 

Mr.  Grey.  I  myself  have  bought  those  tubes. 

Mr.  Young.  I  am  talking  about  this  time ;  at  this  period. 

Mr.  Grey.  At  this  present  time? 

Mr.  Young.  No;  when  this  contract  was  made. 

Mr.  Gardner.  At  the  time  when  you  could  not  buy  them  yourself. 

Mr.  Young.  At  the  time  when  you  could  not  buy  them  yourself. 

Mr.  Grey.  Seamless  steel  tubes  of  this  character  were  on  sale  at 
every  place  in  the  country. 

Mr.  Young.  Why  could  you  not  get  them  if  they  were  ? 

Mr.  Grey.  Because  these  tubes,  according  to  this  specification, 
must  be  made  under  the  official  eye  of  the  inspector  appomted  by  the 
Navy  Department,  who  must  first  put  his  approval  and  stamp  upon 
them  before  they  can  be  shipped  away  from  the  plant. 

Mr.  Young.  Then  the  conditions  under  which  those  tubes  were  to 
be  made  were  different  from  the  conditions  under  which  tubes  were 
made  ordinarily,  were  they? 

Mr.  Grey.  Yes. 

Mr.  Young.  They  had  to  meet  these  Government  specifications! 

Mr.  Grey.  Yes. 

Mr.  Young.  So,  then,  if  tubes  were  sold  to  other  people,  were  they 
of  the  same  standard  and  character  and  made  according  to  the  same 
specifications  as  these  tubes  were  made? 

Mr.  Grey.  Excepting  as  to  thickness. 
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Mr.  YoTJKG.  I  still  fiave  not  got  any  answer  to  my  question,  as  to 
whether  you  know  of  any  instances  in  which  the  Shelby  Steel  Tube 
Co.,  at  or  about  the  time  of  this  contract,  sold  to  any  other  persons, 
individuals,  corporations,  or  anybody,  tubes  of  the  same  character 
as  these  described  in  your  contract  for  a  lower  price  than  they  asked 
the  Government. 

Mr.  Grey.  Excepting  for  .the  incident  of  inspection;  yes. 

Mr.  Young.  That  does  not  quite  answer  my  question,  but  we  will 
take  that. 

I  take  it  that  you  do  not  know  of  their  selling  those  under  exactly 
the  same  circumstances  because  they  were  not  inspected  in  the  same 
way.  They  had  to  pass  a  certain  inspection  for  the  Government. 
But  to  whom  did  they  sell  those  tubes  about  this  time  at  a  lower 
price,  of  the  character  that  you  have  described,  and  at  what  price? 

Mr.  Grey.  To  the  public  generally. 

Mr.  Young.  I  am  asking  for  some  specific  sale.  You  say  to  the 
public  generally.  That  is  evidently  a  matter  of  opinion  and  belief. 
I  am  asking  for  your  knowledge  now. 

Mr.  Grey.  From  my  own  ability  to  buy  those  tubes  whenever  I 
wanted  them. 

Mr.  Young.  Did  you  buy  them  at  that  time? 

Mr.  Grey.  Yes. 

Mr.  Young.  When  and  from  whom? 

Mr.  Grey.  From  Joseph  T.  Eyerson  &  Son. 

Mr.  Young.  When  was  that  done? 

Mr.  Grey.  About  this  time,  1906. 

Mr.  Young.  1906,  if  I  recollect,  was  a  time  when  there  were  a 
good  many  changes  in  the  price  of  most  steel  products;  and  I  want 
to  get  the  date  as  clearly  as  I  can. 

You  must  see  what  I  want  to  get  at,  Mr.  Grey :  Whether  this  com- 
pany made  a  special  price  to  the  Government  higher  than  they  did 
to  anybody  else,  which  you  think  was  done  for  the  purpose  of  beating 
you  out  of  this  contract.  I  want  to  know  whether,  at  that  time, 
they  were  charging  the  Government  an  entirely  different  price  from 
what  they  charged  to  other  people  for  similar  products  at  that  time. 

Mr.  Reed.  Of  the  same  quality  and  thickness  ? 

Mr.  Young.  Yes;  of  the  same  quality  and  thickness. 

Mr.  Grey.  Yes. 

Mr.  Young.  Tell  me  to  whom,  and  what  the  transaction  was,  and 
when  it  occurred. 

Mr.  Grey.  Mr.  Young,  I  find  on  sale  in  San  Francisco,  in  Chicago, 
in  the  East,  in  various  large  cities  in  the  East,  what  is  known  as 
the  commercial  standard  seamless  steel  tube,  which  can  be  bought 
at  a  much  lower  price  than  has  ever  been  charged,  within  my  recol- 
lection, for  the  same  tubes. 

Mr.  Gardner.  Is  one  standard  and  the  other  not  standard?     You 
said  "standard." 
Mr.  Grey.  I  spoke  of  standard  thickness. 

Mr.  Gardner.  Yes.  Are  the  specifications  of  the  Government 
standard  or  not  standard? 

Mr.  Grey.  They  are  the  same  as  the  commercial  standard,  with 
so  slight  a  variation  that  it  is  not  worth  while  talking  about. 
Mr.  Young.  But  they  have  to  be  made  specially,  do  they  not?'  '■'. 
17042— No.  39— 12 3  '  :)j:.j 
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Mr.  Gret.  They  have  to  be  inspected  and  made  specially. 

Mr.  Young.  You  say  they  are  of  different  thicknesses? 

Mr.  Gret.  Yes. 

Mr.  Young.  And  they  require  different  adjustments  of  the  ma- 
chinery, of  course,  to  make  them  of  different  thicknesses. 

Mr.  Grey.  Yes. 

Mr.  Young.  So,  as  a  matter  of  fact,  if  I  understand  you  now,  the 
Government  is  the  only  customer  for  exactly  this  kind  of  a  tube? 

Mr.  Gret.  Yes,  sir. 

Mr.  Young.  I  think  I  understand  now. 

The  Chairman.  For  that  reason  was  it  possible,  no  matter  how 
circuitous  your  route,  to  get  these  tubes  upon  which  the  Shelby  Steel 
Tube  Co.  has  made  a  bid,  without  their  knowing  that  they  were  in- 
tended for  the  Bennington,  and  that  they  were  ultimately  destined 
for  you  ? 

Mr.  Gret.  Yes ;  it  was  possible  for  them  to  know.  That  fact  could 
not  be  hidden  from  them,  for  the  reason  that  they  were  to  be  manu- 
factured under  the  official  eye  of  the  inspector,  who  was  to  be  sent 
from  the  Navy  Department  to  their  works,  and  give  his  instructions 
for  the  tubes  to  be  identical  with  the  provisions  of  this  contract; 
identical  with  the  specifications. 

The  Chairman.  Outside  of  the  incident  of  the  inspector  being 
there  to  see  them  when  they  came  from  the  mill,  as  is  the  case  in 
inspecting  a  steel  rail,  the  character  of  the  steel  and  the  thickness, 
and  the  cost  of  manufacture  were  practically  that  of  a  similar  com- 
mercial tube  of  a  similar  kind  ? 

Mr.  Keed.  If  the  witness  knows  the  details  of  manufacture. 

Mr.  Gret.  As  a  dealer,  I  say  yes. 

The  Chairman.  You  spoke  to  me,  I  believe,  of  one  contract  that 
you  got  shortly  after  this,  with  the  Government,  where  there  was 
quite  a  difference  between  your  price  and  that  of  the  Shelby  Steel 
Tube  Co.— $4,000  or  $5,000.  I  think  you  have  that  contract  here,  if 
I  remember. 

Mr.  Gardner.  Are  you  going  on  to  another  contract,  now,  Mr. 
Chairman  ? 

The  Chairman.  Yes.  I  will  defer  it,  if  you  wish  to  go  on  with 
further  questions  in  this  immediate  connection. 

Mr.  Gardner.  I  have  quite  a  number  of  questions  that  I  desire 
to  ask  Mr.  Grey  in  connection  with  his  examination  so  far. 

The  Chairman.  This  is  the  only  question  that  I  care  to  ask  him, 
and  then  I  will  turn  him  over  to  you,  if  it  is  agreeable  to  you. 

Mr.  Gardner.  All  right. 

The  Chairman.  Do  you  remember  the  contract  to  which  I  refer, 
Mr.  Grey  ? 
Mr.  Grey.  Yes ;  I  remember  to  what  you  refer,  Mr.  Chairman. 
That  contract  was  an  exact  duplicate  of  items  18  and  19  of  this 
former  contract;  a  duplicate  as  to  size,  thickness,  character,  dimen- 
sions, in  every  way,  with  the  exception  that  the  contract  of  1904  was 
for  a  slightly  increased  quantity  of  tubes,  known  as  "spares."  I 
can  refer  to  the  prices  of  the  Shelby  Steel  Tube  Co.  on  that  date 
on  that  contract  to  the  Government  which  was  awarded  to  them. 
The  award  was  known  as  "  Requisition  44,  steam  engineering,"  open- 
ing in  the  Navy  Department — ^I  do  not  know  in  what  city — toward 
the  end  of  1903. 
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The  Chairman.  What  was  the  price  paid,  if  you  know  ? 
_  Mr.  Grey.  The  price  at  which  the  Shelby  Steel  Tube  Co.  at  that 
time  contracted  to  furnish  the  Mare  Island  Navy  Yard  with  similar 
tubes  to  those  I  have  stated  in  this  contract  on  which  I  had  de- 
faulted was,  on  2:i-inch  No.  9  Birmingham  wire  gauge,  7  feet  2 
inches  long,  $1.58  per  tube,  and  on  stay  tubes  2^  inches  outside  diam- 
eter, No.  6  Birmingham  wire  gauge,  7  feet  2  inches  long,  $3.05  per 
tube,  respectively. 

The  Chairman.  I  am  referring  to  a  contract — I  can  not  recall  the 
name  of  it — in  which  your  bid  was  about  $5,000  and  the  bid  of  your 
next  competitor  was  something  like  $13,000. 

Mr.  Grey.  Yes. 

The  Chairman.  What  contract  was  that? 

Mr.  Grey.  That  was  a  contract  on  file  in  the  Navy  Department, 
known  as  "  8773,  Class  21,  requisition  No.  554,  N.  S.  F.,"  for  Mare 
Island  for  the  collier  Promethius. 

The  Chairman.  That  is  the  contract  to  which  I  refer.  What  was 
your  bid  there? 

Mr.  Grey.  My  bid  at  that  time,  on  a  specification  of  which  I  have 
no  details,  for  furnishing  seamless  steel  tubes  to  the  Mare  Island 
Navy  Yard,  was  $5,100. 

The  Chairman.  What  was  the  other  bid  ? 

Mr.  Grey.  I  have  not  the  exact  figures,  Mr.  Chairman,  but  I  have 
the  round  figures,  made  by  the  Shelby  Steel  Tube  Co.,  or  perhaps  the 
United  Steel  Tube  Co.,  to  the  Mare  Island  Navy  Yard  on  the  speci- 
fications by  way  of  estimated  cost  at  the  time  this  proposal  was 
opened.    They  did  not  bid  as  they  were  expected  to  do. 

The  Chairman.  What  was  their  estimate? 

Mr.  Grey.  The  estimated  price  at  that  time  was  about  $13,000. 

Mr.  Beall.  What  was  the  date  of  that? 

Mr.  Grey.  The  date  of  the  opening,  Mr.  Beall,  was  March  31, 
1908. 

Mr.  Young.  Did  you  get  that  contract? 

Mr.  Grey.  Yes. 

Mr.  Young.  And  fulfilled  it? 

Mr.  Grey.  Yes. 

The  Chairman.  Did  you  make  a  fair  profit  on  it? 

Mr.  Grey.  Do  you  wish  to  know  how  much  I  made  on  it? 

The  Chairman.   You  may  state  it. 

Mr.  Grey.  A  thousand  dollars. 

The  Chairman.  That  is  all  that  I  care  to  ask  at  this  time,  Mr. 
Gardner. 

Just  one  more  question,  Mr.  Grey.  You  and  the  Shelby  Steel 
Tube  Co.  were  the  only  bidders  for  that  contract  ? 

Mr.  Reed.  He  has  just  stated,  Mr.  Chairman,  that  they  did  not  bid 

at  all.  .       .       ,     , 

The  Chairman.  I  mean  you  were  the  only  parties  involved. 
Were  there  any  other  parties  seeking  that  contract  except  you  and 
the  Shelby  Steel  Tube  Co.?  „,   „      o     ,  ^  ,      ^ 

Mr.  Young.  It  does  not  appear  that  the  Shelby  Steel  Tube  Co. 
was  seeking  the  contract,  as  I  understand  it. 

Mr.  Reed.  They  did  not  make  a  bid. 

Mr.  Grey.  They  made  no  bid,  but  they  were  requested,  at  a  former 
period   for  the  purpose  of  this  purchase,  to  furnish  an  estimate  of 
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the  cost;   and  that  is  the  sum  that  I  referred  to — ^the  estimated  cost 
of  about  $13,000. 

The  Chaikjiax.  That  is  aU. 

Mr.  Gardisee.  Have  we  in  evidence  the  statistical  reports  of  the 
American  Iron  and  Steel  Associations? 

Mr.  Eeed.  I  do  not  remember  that  they  were  introduced. 

Mr.  Young.  They  were  never  put  in  evidence. 

Mr.  Gardner.  Do  the  reports  show  the  proportion  of  steel  tubes 
manufactured  in  1906  by  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Danforth.  No;  by  the  United  States  Steel  Corporation  and 
the  outsiders. 

Mr.  Gardner.  And  by  the  outsiders? 

Mr.  Danforth.  Yes. 

Mr.  Gardner.  Wliere  can  I  find  that  material  ? 

Mr.  Danforth.  Herbert  Knox  Smith  has  given  that  in  his  report. 

Mr.  Gardner.  What  page? 

Mr.  Danforth.  Page  365. 

Mr.  Gardner.  Oh,  yes;  I  see.  According  to  the  report  of  Mr. 
Herbert  Kncrx  Smith,  in  1906  the  United  States  Steel  Corporation 
made  two-thirds  of  the  seamless  tubes  made  in  this  country  and 
other  corporations  made  one-third. 

You  testified  that  in  a  recent  contract,  in  October,  1911,  you  had 
bid  $11,000  on  something  or  other  and  the  Shelby  Steel  Tube  Co. 
had  bid  $8,000. 

Mr.  Grey.  Yes. 

Mr.  Gardner.  Did  you  ever  endeavor  to  ascertain  from  the  Navy 
Department  what  their  estimate  was  of  the  probable  cost  of  those 
tubes? 

Mr.  Grey.  No,  sir;  I  would  not  be  furnished  that  information, 
ordinarily.  I  think  that  information  would  be  denied  me  if  I  had 
made  such  a  request. 

Air.  Gardner.  Did  you  make  a  request  that  he  should  get  that  esti- 
mate in  the  case  of  the  tubes  where  you  underbid  the  other  people? 

]\Ir.  Grey.  I  asked  jNIr.  Stanley  if  he  would  do  it,  in  order  to  con- 
firm me,  as  to  whether  my  price  was  reasonable  in  1906. 

IVIr.  Gardner.  Therefore  you  do  not  know  whether  the  Navy  De- 
partment is  getting  these  tubes  much  cheaper  than  they  expected? 
You  only  know  that  they  got  the  tubes  under  the  contract  on  which 
you  defaulted  at  a  much  higher  price  than  they  expected?  You 
know  that  the  Navy  Department  ultimatelj^  paid  much  higher  than 
they  expected  in  1906? 

Mr.  Grey.  Yes,  sir ;  I  do  know  that. 

Mr.  Gardner.  But  you  have  not  ascertained  whether  they  are  now 
paying-a  mu"ch  lower  price  than  they  expected  to  pay  in  1911? 

Mr.  Grey.  Judging  by  my  own  bid,  I  should  say  they  are  purchas- 
ing tubes  now  at  a  25  per  cent  reduction  in  cost. 

Mr.  Gardner.  That  is  very  evident.  But  this  is  the  point  I  want 
to  get  at : 

The  material  point  of  showing  that  the  Navy  Department  expected 
to  pay  less  in  1906  than  they  actually  had  to  pay  was  to  show  an  un- 
reasonableness in  the  figure  of  the  Shelby  Steel  Tube  Co.,  was  it  not? 
Mr.  Grey.  Yes;  it  would  have  shown  that. 

]\lr.  Gardner.  If,  on  the  other  hand,  it  could  be  shown  that  Mr. 
Meyer  expected  to  pay  a  great  deal  more  in  1911  than  the  Shelby 
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Steel  Tube  Co.'s  bid  turned  out  to  be,  then  that  would  be  evidence 
carrying  out  your  line  of  thought  that  the  Shelby  Steel  Tube  Co. 
was  now  behaving  with  extreme  liberality?  If  you  are  to  gauge  the 
reasonableness  or  unreasonableness  of  a  bid  on  the  expectations  of  the 
Navy  Department,  it  would  be  equally  good  evidence  that  the  present 
bid  of  the  Shelby  Steel  Tube  Co.  was  unreasonably  low,  if  the  Navy 
Department  had  expected  to  pay  $11,000,  we  will  say,  instead  of 
$8,000? 

Mr.  Geet.  Yes,  sir. 

Mr.  Gardner.  But  you  have  not  ascertained  whether  that  is  so  or 
not? 

Mr.  Grey.  I  have  not  ascertained. 

Mr.  Gardner.  I  suggest,  Mr.  Chairman,  that  it  is  a  material  point 
to  find  out  what  the  Navy  Department  expected  to  pay  for  these  tubes 
in  1911. 

The  Chairman.  I  will  ask  Mr.  Grey  to  frame  a  question  in  technical 
language,  in  order  to  get  it.  My  purpose  in  ascertaining  this  informa- 
tion was  to  discover  whether  this  inability  of  Mr.  Grey  to  secure 
these  tubes  was  owing  to  a  miscalculation  or  bad  judgment  on  his 
part  as  to  what  was  the  fair  market  value  of  the  tubes  at  the  time  he 
made  this  bid,  or  whether  it  was  due  to  an  unwillingness  to  sell  to 
him  at  a  fair  price. 

Mr.  Gardner.  Yes.  You  have  made  the  test  of  that  unreasonable- 
ness of  the  views  of  the  Secretary  of  the  Navy  at  the  time  as  to  what 
was  a  fair  market  price.  Now,  if  we  find  the  views  of  the  Secretary 
of  the  Navy  at  this  time  as  to  what  is  a  fair  market  price  far  exceed 
the  price  actually  bid  by  the  Shelby  Steel  Tube  Co.  it  would  seem  to 
be  fair  evidence  that  that  was  not  the  sole  way  to  arrive  at  the  ques- 
tion of  what  was  or  was  not  a  fair  market  price. 

Evidently  their  bid  this  year  surprised  you,  Mr.  Grey.  You  evi- 
dently thought  that  you  were  bidding  a  fair  market  price. 

Mr.  Geet.  Yes,  sir;  I  was. 

Mr.  Gardner.  But,  apparently,  there  was  somebody  who  was  will- 
ing to  sell  these  tubes  a  good  deal  cheaper  ? 

Mr.  Gret.  Yes. 

Mr.  Gardner.  Since  this  time  when  you  had  your  trouble,  in  1906, 
you  have  not  been  disqualified  from  bidding  for  supplies  for  the  Navy 
Department  ? 

Mr.  Grey.  No,  sir. 

Mr.  Gardner.  Have  you  been  in  bad  standing  before  the  depart- 
ment? 

Mr.  Grey.  No,  sir. 

Mr.  Gardner.  You  have  sometimes  got  contracts,  and  sometimes 
you  have  not  got  contracts,  like  everybody  else  ? 

Mr.  Gret.  Yes,  sir. 

Mr.  Gardner.  And  sometimes  you  have  taken  contracts  away  from 
the  Shelby  Steel  Tube  Co.  and  sometimes  they  have  taken  contracts 
away  from  you  ? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  If  the  Shelby  Steel  Tube  Co.  had  entered  into  a 
conspiracy  in  1906 — a  conspiracy  which  was  successful — why  should 
not  they  have  pursued  the  same  policy  since  1906  ? 

Mr.  Grey.  They  were  free  to  do  so. 
Mr.  Gardner.  But  they  did  not  do  so  ? 


2802  UNITED  STATES   STEEL   COEPOEATION. 

Mr.  Grey.  They  have  never  defeated  me  in  my  purpose  to  furnish 
the  Government  with  anything  I  undertook  to  furnish,  before  or  since. 

Mr.  Gardner.  These  tubes  that  you  have  been  getting  since  1906, 
that  you  sold  to  the  Government,  were  made  by  whom  ? 

Mr.  Grey.  I  shall  be  obliged  to  betray  the  name  of  what  I  believe 
to  be  a  competitor  of  the  United  States  Steel  Corporation  at  this 
time. 

Mr.  Gardner.  You  need  not  betray  it.  You  may  merely  say  "a 
competitor  of  the  United  States  Steel  Corporation." 

Mr.  Grey.  A  competitor  of  the  United  States  Steel  Corporation. 

Mr.  Gardner.  Obviously,  it  is  easily  a  matter  of  record,  because,  if 
T  understand  correctly,  the  inspector  of  the  Government  goes  to  the 
shops  and  sees  the  tubes  actually  made? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  And  therefore  there  is  no  secret  as  to  who  made 
those  tubes,  becau'^e  the  Xavy  Department  inspectors  know  whether 
they  went  to  the  Shelby  Steel  Tube  Co.  or  some  other  steel  company? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  But,  as  a  matter  of  fact,  you  have  since  1906  been 
getting  your  tubes  from  competitors  of  theUnited  States  Steel  Cor- 
poration ? 

Mr.  Grey.  I  believe  they  are  not  connected  with  the  corporation. 

Mr.  Gardner.  If  you  put  it  that  way,  1  shall  have  to  ask  you  the 
names. 

Mr.  Grey.  I  would  have  no  objection  to  furnishing  the  names  to 
the  officers  of  the  Government,  but  in  the  presence  of  "gentlemen  rep- 
resenting the  United  States  Steel  Corporation  I  think  it  would  be 
hardly  fair  to  myself  to  tell  them  where  I  am  getting  my  tubes. 

Mr.  Gardner.  I  will  not  press  the  question.  You  say  you  believe 
they  are  not  connected  with  the  Ignited  States  Steel  Corporation. 
Do  you  know,  or  do  you  not  know,  whether  they  are  or  are  not  con- 
nected with  the  corporation  ? 

Mr.  Grey.  If  you  will  allow  me  to  answer  that  question  in  my  own 
language  ? 

Mr.  Gardner.  I  should  much  prefer  to  have  you  do  so. 

Mr.  Grey.  It  is  very  hard  to  tell  a  black  cat,  now,  when  you  see 
one.     I  mean  no  disrespect,  sir. 

Mr.  Gardner.  That  is  perfectlv  true;  but  most  of  us  get  a  pretty 
good  idea  whether  it  is  nearly  white  or  nearly  black.  I  will  admit 
there  are  some  on  the  line.  Is  that  cat  nearly  white?  And  by 
"white"  I  mean  disconnected  with  the  Steel  Corporation,  and  by 

black  "  connected  with  the  Steel  Corporation— apologizing  to  Mr. 
Eeed  for  placing  the  lights  and  shades  in  that  way. 

Mr.  Reed.  It  is  quite  unnecessary  to  apologize  for  that,  Mr.  Gard- 
ner.    The  witness  puts  the  color  into  that  illustration. 

Mr.  Young.  The  witness  stated  that  there  are  only  two  concerns 
that  make  this  kind  of  tubes.  I  do  not  think  it  can  be  very  much  of 
a  secret. 

Mr.  Gardner.  But  I  think  he  is  incorrect  in  that. 

Mr.  Grey.  Will  you  allow  me  to  put  a  hypothetical  proposition  to 
you,  Mr.  Gardner?  ^    ^ 

Mr.  Gardner.  I  suppose  so. 

Mr.  Grey.  If  on  January  15,  1912,  only  two  weeks  ago  or  less,  you 
had  sent  a  telegram  of  135  words  covering  a  specification  of  boiler 
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tubes  for  the  Mare  Island  Navy  Yard  to  be  opened  in  San  Francisco 
on  January  22,  and  in  that  telegram  you  had  embodied  all  the  speci- 
fications and  the  requirements  of  the  tubes  to  be  furnished,  and  you 
had  asked  a  price,  and  the  answer  to  that  telegram  came  to  you, 
giving  you  a  price ;  and  at  the  opening  of  the  bid  the  party  making 
you  that  price  made  a  price  $1  lower  in  total  than  you  made.  Sup- 
posing that  the  total  value  represented  was  about  $15,000 ;  would  you 
conclude  that  he  was  a  black  cat  or  a  white  cat  ? 

Mr.  Gaedner.  I  should  conclude  that  somebody  had  coloring  in  his 
fur,  whether  it  was  through  complicity  in  the  Navy  Department  or 
the  Western  Union  Telegraph  Co.'s  office  at  one  end  or  another,  or 
whether  it  was  on  the  part  of  the  bidder.  I  should  conclude  that  it 
might  be  a  coincidence,  but  that  probably  I  should  lock  for  color  in 
the  fur. 

Mr.  Grey.  That  is  the  situation  to-day,  Mr.  Gardner. 

Mr.  Gardner.  As  a  mater  of  fact,  I  do  not  really  see  how  we  can 
escape  from  asking  for  the  name.  I  do  not  want  to  press  you  for 
an  answer  as  to  the  names  of  these  people,  but  you  have  rather  im- 
plied that  you  think  they  have  some  connection  with  the  United 
States  Steel  Corporation. 

Mr.  Geet.  I  did  not  think  so  until  yesterday;  but  now  I  do. 

Mr.  Gardner.  Yet,  in  spite  of  this  conspiracy  which  you  think  they 
entered  into  in  1906,  there  apparently  is  no  conspiracy  now  existing? 

Mr.  Grey.  It  was  not  I  who  said  it  was  a  conspiracy.  It  was  the 
officer  in  the  Navy  pay  office  at  San  Francisco  who  said  it  was  an  ap- 
parent combination. 

Mr.  Gardner.  But  you  brought  a  somewhat  ex  parte  statement 
to  his  attention. 

I  am  trying  to  get  at  this  thing  from  two  points  of  view:  One 
point  of  view  is  to  whether  there  was  or  was  not  a  conspiracy, 
whether  the  Shelby  Steel  Co.  did  anything  improper.  The  other 
point  of  view  is  whether  the  Navy  Department  did  anything  im- 
proper.   There  are  two  quite  distinct  questions. 

You  said  in  the  early  part  of  your  evidence  that  there  were  other 
parties  making  seamless  tubes  at  that  time,  but  that  they  did  not 
care  to  have  Government  inspectors  around  their  works.  You  re- 
member that  statement  in  your  testimony? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  Please  name  the  concerns  which  did  not  care  to  have 
Government  inspectors  around  their  works. 

Mr.  Grey.  The  names  of  these  concerns  are  somewhat  hard  to 
remember,  Mr.  Gardner,  but  there  was  a  concern  in  Auburn,  Pa. 

Mr.  Gardner.  What  is  its  name? 

Mr.  Grey.  I  have  a  faint  recollection  of  the  name.  I  believe  it 
was  the  Delaware  Seamless  Steel  Tube  Co. 

Mr.  Gardner.  The  Delaware  company  ?  It  was  not  the  Delaware 
Iron  Co.,  was  it? 

Mr.  Grey.  I  do  not  know  what  connection  they  might  have. 

Mr.  Gardner.  Of  Newcastle,  Del.  ? 

Mr.  Grey.  I  do  not  know  whether  they  have  any  connection  with 
each  other. 

Mr.  Gardner.  Do  you  not  remember  some  of  these  firms  that  did 
not  want  Government  inspectors  around  their  works? 
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Mr.  Geey.  I  know  from  time  to  time  that  I  had  received  corre- 
spondence, and  that  was  the  reason  for  not  quoting-  me. 

Mr.  Gakdnee.  But  that  might  ^•ery  well  be  given  as  a  reason.  As 
a  matter  of  fact,  when  you  received  in  your  correspondence  state- 
ments that  they  did  not  want  inspectors  around  their  works  did  you 
investigate  to  see  whether,  as  a  matter  of  fact,  on  other  contracts 
they  had  not  been  willing  to  receive  inspectors  around  their  workal 

Mr.  Grey.  No,  sir. 

Mr.  Gabdner.  Is  that  generally  considered  objectionable — to  have 
inspectors  around  the  works? 

Mr.  Grey.  Not  necessarily  objectionable. 

Mr.  Gardner.  But  annoying? 

Mr.  Grey.  A  matter  of  extra  cost. 

Mr.  Gardner.  Still,  there  were,  according  to  your  testimony,  other 
makers  of  seamless  tubes  at  that  time  who  did  not  want  Government 
inspectors  around  their  works? 

Mr.  Grey.  That  was  the  reason  assigned  for  not  quoting  me  in 
many  instances. 

Mr.  Gardner.  Yet  we  find  that  34  per  cent  of  the  output  for  the 
United  States  in  1906  of  seamless  tubes  was,  as  a  matter  of  fact,  made 
hj  companies  not  connected,  as  far  as  has  appeared  before  the  com- 
mittee— as  far  as  we  can  tell — with  the  United  States  Steel  Corpo- 
ration. 

Mr.  Grey.  May  I  be  allowed  to  read  from  your  record  here  some- 
thing that  would  seem  to  controvert  that  statement  ? 
_  Mr.  Gardner.  I  am  quoting,  of  course,  the  report  of  the  Commis- 
sioner of  Corporations. 

Mr.  Grey.  In  the  report  of  the  findings  of  your  committee 

The  Chairman.  That  pamphlet  you  have  before  you  there  is  the 
petition  of  the  Attorney  General  for  the  dissolution  of  the  corpora- 
tion.    That  is  not  the  proceedings  of  this  committee. 

Mr.  Gardner.  That  is  the  petition  of  the  Government,  which  is 
based  principally  on  this  report  of  the  Commissioner  of  Corporations. 

Mr.  Reed.  If  I  may  interrupt  for  a  moment,  only  the  percentages 
for  the  year  1901 

Mr.  YouNo.  I  hardly  think  a  pleading  would  be  very  much  proof 
of  anything. 

Mr.  Eeed.  Newspapers  have  been  received. 

Mr.  YouNr..  They  have  been  brought  in  mostly  for  opinions. 

Mr.  Gardner.  You  mean  to  controvert  the  statements  in  the  re- 
port of  the  Commissioner  of  Corporations,  do  you  not  ? 

Mr.  Grev.  I  moan  to  direct  your  attention  to  this  contradiction  of 
those  statements  by  your  committee 

Mr.  Gardner.  No,  no 

The  CiiAiR^MAN.  By  the  Attorney  General. 

Mr.  Gardner.  This  report  of  the  Commissioner  of  Corporations 
says,  m  a  table  on  page  365  of  his  report,  under  the  heading  "  Steel 
Corporation's  percentages  of  total  production  m  the  United  States 
of  pig  iron  and  various  steel  products,"  that  the  percentage  of  the 
Steel  Corporation  in  1901  was  79.8  and  that  of  other  manufac- 
turers 20.2. 

Mr.  Grey.  No,  sir.     I  find  on  page  26  quite  a  different  story 
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The  Chairman.  The  man  who  prepared  that  petition  of  the  Gov- 
ernment was  not  governed  by  the  report  of  the  Bureau  of  Corpo- 
rations. 

Mr.  Gardner.  I  think  those  figures  were  taken,  in  every  instance 
that  I  have  examined,  not  as  to  certain  evidence  like  steel-plate 
agreements,  but  as  to  trade  reports.  He  took  the  figures  from  this 
report  or  the  reports  of  the  American  Iron  and  Steel  Association  or 
Institute. 

Mr.  Grey.  One  paragraph,  on  page  26  here,  reads : 

The  Sliulby  Steel  Tube  Co.:  In  1907  the  Shelby  Steel  Tiiho  Co.  was  incor- 
porated under  the  laws  of  Penn.iylvania.  It  was  a  eonsoliilatiou  of  several 
seamless-tube  companies.  The  combination  produced  about  90  i)er  cent  of  the 
entire  output  of  the  country. 

Mr.  Young.  That  is  in  1897? 

Mr.  Geet.  Yes. 

Mr.  Gardner.  That  is  all'  taken  from  this. 

Mr.  Grey.  And  this  is  taken  up  to  1900,  also. 

Mr.  Gardner.  But  we  are  talking  about  the  year  1906.  In  1906 
the  proportions  are  66.5  for  the  United  States  Steel  Corporation  and 
35.5  for  other  corporations. 

Mr.  Eeed.  Even  the  petition  on  page  23  shows  that  by  1901  the 
percentage  had  shrunk  to  82.8. 

Mr.  Gardner.  82.8  for  the  Steel  Corporation  and  17.2  for  the 
others.  Those  figures  are  taken  directly  from  this  report  of  the 
Commissioner  of  Corporations. 

Mr.  Grey.  There  was  a  disposition  on  the  part  of  many  of  those 
so-called  independent  companies  to  refer  the  question  of  seamless 
steel  tubes  for  the  Government  absolutely  to  the  Shelbv  Steel 
Tube  Co. 

Mr.  Gardner.  That  is  what  I  am  trying  to  get  at. 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  But  you  tell  me  that  that  conspiracy — if  you  call 
it  a  conspiracy — as  far  as  you  laiew  and  as  far  as  your  business 
showed,  did  not  exist  prior  to  1906  and  has  not  existed  since  1906? 

Mr.  Grey.  That  is  true,  sir. 

Mr.  Gardner.  Then  go  on  to  the  next  question.  You  say  you 
were  informed  by  the  representative  of  the  United  States  Steel 
Products  Co.,  or  the  United  States  Steel  Corporation,  or  the  Shelby 
Steel  Tube  Co. — I  do  not  remember  which — that  the  United  States 
Steel  Corporation  would  not  sell  you  tubes.  Who  was  that  oificial 
who  gave  you  that  information? 

Mr.  Grey.  That  information,  if  j^ou  please,  was  given  to  me  in  the 
strictest  confidence. 

Mr.  Gardner.  But  you  have  quoted  it  in  public,  sir. 

Mr.  Grey.  I  have  quoted  it. 

Mr.  Gardner.  And  the  name  is  not  nearly  so  confidential  as  the  in- 
formation.   What  was  his  name? 

Mr.  Grey.  His  name  was  Charles  Woods,  the  former  representa- 
tive of  the  Shelby  Steel  Tube  Co.,  in  San  Francisco. 

Mr.  Gardner.  And  he  gave  you  that  information  at  that  time? 

Mr.  Grey.  I  fear  that  I  am  put  in  a  very  delicate  position  in  say- 
ing yes. 
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Mr.  Gardner.  You  put  yourself  in  that  position  by  quoting  what 
he  said. 

Mr.  Grey.  I  quoted  his  language,  not  his  name. 

Mr.  Gardner.  I  know;  and  that  is  much  worse.  It  leads,  in- 
evitably, to  the  question  Who  used  that  language?  in  order  to  verify 
its  value. 

Mr.  Grey.  I  said  the  representative  of  the  Shelby  Steel  Tube  Co. 
told  me  that;  but  I  did  not  think  it  was  necessary  to  mention  his 
name. 

Mr.  Gardner.  I  did  not  catch  your  words  quite  in  that  way. 

It  is  hardly  worth  while  to  get  the  stenographer  to  turn  back  and 
see  exactly  what  you  did  say.  I  wrote  a  hurried  memorandum  at  the 
time. 

At  all  events,  Mr.  Charles  Woods  gave  you  this  information.  Was 
Mr.  Charles  Woods  at  that  time  the  agent  of  the  Shelby  Steel  Tube 
Co.,  in  San  Francisco,  or  wherever  this  was? 

Mr.  Grey.  Not  at  the  time  he  gave  me  the  information,  but  at 
the  time 

Mr.  Gardner.  Wait  a  minute. 

Mr.  Grey  (continuing).  When  my  relations  with  the  Shelby  Steel 
Tube  Co.  were  severed  direct. 

Mr.  Gardner.  But  you  said  in  your  chronological  story,  that  you 
were  informed  that  the  United  States  Steel  Corporation  would  not 
sell  you  tubes.  Then  you  went  on  to  testify  to  your  next  step  in  the 
transaction.  Did  that  information  come  to  you  at  the  time,  or  did  it 
come  to  you  subsequently  ? 

Mr.  Grey.  Since  Mr.  Woods  had  left  the  employ  if  his  company. 

Mr.  Gardner.  When  did  he  lea^e  the  employ  of  his  company? 

Mr.  Grey.  Several  years  ago. 

Mr.  Gardner.  But  how  many  years  after  this  transaction. 

Mr.  Grey.  Quite  recently  I  received  the  information,  sir. 

Mr.  Gardner.  I  think  you  gave  it  in  a  chronological  order  very 
unfortunately  placed  in  your  story,  unless  my  notes  are  incorrect. 

Then  you  were  not  informed  at  the  time  that  the  United  States 
Steel  Corporation  would  not  sell  you  tubes,  but  you  have  been  in- 
formed, some  four  or  five  or  six  years  later,  by  a  person  no  longer  in 
the  employ  of  the  United  States  Steel  Corporation,  that  four  or  five 
or  six  years  ago  they  would  not  sell  vou  tubes  ?    Is  that  the  fact  ? 

Mr.  Grey.  That  is  the  fact. 

Mr.  Gardner.  Why  did  this  Mr.  Woods  leave  the  employ  of  the 
United  States  Steel  Corporation? 

Mr.  Grey.  I  could  not  say  as  to  that. 

Mr.  Gardner.  Was  it  by  his  choice  of  their  choice  ? 

Mr.  Grey.  I  could  not  say  as  to  that.  There  was  a  change  in 
their  representative.  Mr.  Brooks  has  since  represented  them  from 
that  period  until  the  present  time. 

Mr.  Gardner.  You  say  you  wei-e  willing  to  give  the  Shelby  Steel 
Tube  Co.  a  high  price  for  their  goods.  Did  you  indicate  that  you 
would  gi"^e  them  the  same  price  at  which  they  had  offered  to  sell 
to  the  Government? 

Mr.  Grey.  I  did  not  submit  any  price  which  I  was  willing  to 
give.  There  was  no  limit  in  my  mind  at  that  time  as  to  what  I 
would  be  willing  to  pay. 

Mr.  Gardner.  But  you  did  not  indicate  thSt  in  any  way? 
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Mr.  Geet.  Except  that  my  language- 


Mr.  Gardner.  It  seems  very  natural  that  the  Shelby  Steel  Tube 
Co.  would  say  to  themselves :  "  We  would  rather  absorb  those  profits 
than  have  somebodyelse  absorb  the  profits."  Whereas,  if  you  had, 
in  your  desire  to  maintain  your  standing  with  the  Navy  Department, 
offered  them  a  higher  price  than  they  had  already  offered  to  sell 
the  tubes  for  to  the  Government,  I  could  see  very  easily  that  that 
would  be  an  indication  of  malovelence  if  they  refused  to  sell  to  you. 

Mr.  Geet.  Mr.  Gardner,  I  am  convinced,  as  I  sit  in  this  chair,  that 
nothing  but  my  default  in  my  contract  with  the  Navy  Department 
was  aimed  at  in  their  continuous  refusal. 

Mr.  Gardner.  And  yet  it  has  not  been  aimed  at  since  ? 

Mr.  Geey.  No,  sir ;  not  in  the  same  way. 

Mr.  Gardner.  Is  that  such  a  very  serious  matter — a  default  at 
the  Navy  Department?  The  matter  that  was  involved  amounted 
only  to  $1,100? 

Mr.  Geet.  $1,113. 

Mr.  Gardner.  In  what  way  has  your  default  injured  you? 

Mr.  Geet.  By  my  having  paid  the  money,  and 

Mr.  Gaednee.  It  is  not  at  all  uncommon  to  cancel  items  in  a  bid, 
is  it? 

Mr.  Grey.  It  is  not  uncommon  to  buy  for  the  account  of  the  con- 
tractor. 

Mr.  Gardner.  Without  prejudice? 

Mr.  Geet.  Without  prejudice  if  he  pays  the  difference. 

Mr.  Gaedner.  As  you  did  ? 

Mr.  Grey.  Yes. 

Mr.  Gardner.  As  I  understand  it,  you  got  the  rest  of  your  con- 
tracts ? 

Mr.  Grey.  Yes. 

Mr.  Gardner.  What  worse  could  have  happened  except  to  have 
the  Navy  Department  purchase  those  tubes  at  your  expense  and  at  a 
loss  of  $1,100  to  you? 

Mr.  Grey.  Nothing  worse ;  provided  my  standing  at  the  Navy 
Department  was  not  injured. 

Mr.  Gardner.  And  it  was  not? 

Mr.  Geey.  It  was  not. 

Mr.  Gardner.  May  tubes  be  tested  and  inspected  after  manufac- 
ture ? 

Mr.  Grey.  Not  under  the  Navy  Department  specifications,  unless 
the  inspection  is  specifically  waived  at  the  place  of  manufacture  in 
the  contract. 

Mr.  Gardner.  Does  not  the  Navy  Department  buy  material  and 
test  it  after  it  has  been  manufactured  ? 

Mr.  Grey.  It  does,  sir. 

Mr.  Gardner.  Would  it  not  have  been  possible  for  you  to  go  to' 
some  of  these  sellers  of  steel  tubes  whom  you  say  had  these  tubes 
for  sale  all  over  the  country  and  if  you  could  have  found  tubes  that 
met  the  Navy  specifications,  as  you  say,  what  would  have  been  the 
objection  to  your  buying  them  and  asking  the  Navy  Department  to 
test  them  ? 

Mr.  Geey.  Because  the  terms  of  the  contract  of  which  I  speak,  in 
1906,  required  me  to  have  them  inspected  at  the  place  of  manufac- 
ture. 
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Mr.  Gaedner.  Did  you  make  any  attempt  to  have  that  requirement 
waived?     I  understand  it  is  quite  often  waived. 

j\Ir.  Gbet.  I  made  no  such  attempt.     I  did  not  thmk  ot  it.    I 

wish  I  had.  , ,       ^  ,  .    •     .  i_ 

Mr.  Gardner.  Is  it  not  a  fact  that  you  could  not  have  got,  m  the 
open  market,  tubes  which  would  meet  the  specifications  required  by 
the  Navy  Department  ? 

Mr.  Grey.  On  reflection,  yes.  I  find  these  tubes  are  2  gauges 
thicker  than  the  standard,  or  maybe  3  gauges  thicker. 

Mr.  Gardner.  You  see  that  rather  conflicts  with  the  testimony 
that  you  gave  to  Mr.  Young,  to  the  effect  that  these  tubes  could  be 
bought  all  over  the  country,  exactly  the  same  thing,  at  a  lesser  market 
price  ? 

Mr.  Gret.  Exceipt  as  to  thicloiess. 

Mr.  Gardner.  Apparently  they  are  not  standard  and  could  not 
have  been  bought. 

Mr.  Gret.  Except  as  to  thickness. 

Mr.  Gardner.  But  everybody  Imows  the  difference  between  the 
cost  of  a  standard  article  and  an  article  that  is  not  standard.  If  I 
have  to  have  a  lock  fitted  to  an  old  door  I  can  not  buy  it.  I  have  to 
have  it  made,  and  it  costs  me  much  more  than  a  new  lock. 

Does  not  the  Navy  Department  ever  buy  seamless  tubes  made  else- 
where than  by  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Grey.  Yes.  It  sometimes  buys  the  tubes  of  which  you  have 
just  spoken,  the  commercial  standard  tubes. 

Mr.  Gardner.  Do  they  not  buy  tubes  that  originate  in  some  other 
concern  that  is  not  a  constituent  part  of  the  United  States  Steel 
Corporation  or  do  they  all  originate  with  the  United  States  Steel 
Corporation  ? 

Mr.  Grey.  I  do  not  know  where  my  competitors  buy  their  boiler 
tubes  or  whether 

Mr.  Gardner.  The  Navy  Department  must  know? 

Mr.  Grey.  Yes. 

Mr.  Gardner.  They  can  not  have  inspectors  going  to  these  fac- 
tories ^yithout  knowing  to  whom  the  factories  belong,  can  they? 

Mr.  Grey.  No,  sir. 

Mr.  Gardner.  Then  if  it  were  to  appear  that  the  Navy  Depart- 
ment i^reviously  bought  tubes  which  their  inspectors  inspected  in 
the  course  of  production  in  factories  not  belonging  to  the  United 
States  Steel  Corporation,  you  would  admit  that  you  are  mistaken  in 
saying  that  the  Shelby  Steel  Tube  Co.  had  the  entire  grip  on  the 
business,  would  you  ? 

Mr.  Grey.  When  those  tubes  are  to  be  inspected  at  the  place  of 
manufacture,  they  seem  to  ha^e  the  entire  grip  on  the  situation. 

Mr.  Gardner.  That  is  to  say,  the  Navy  Department,  whenever  it 
inspects  the  manufacture  of  steel  tubes,  always  does  so  at  the  Shelby 
Steel  Tube  Co.'s  plant.    Is  that  it,  or  do  you  know  anything  about  it? 

Mr.  Gret.  I  know  about  the  conditions  of  the  Navy  Department 
business  with  reference  to  ilare  Island  and  San  Francisco,  the  local- 
ity in  which  I  live  and  have  done  my  business.  I  can  not  speak  of 
the  Navy  Department  business  all  over  the  country  at  the  various 
navy  yards. 

Mr.  Gardner.  In  the  first  place,  I  want  to  know  whether  the  Shelby 
Steel  Tube  Co.  has  this  grip  and  did  enter  into  a  conspiracy  against 
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you  in  1906 ;  and  in  the  next  place,  whether  the  Navy  Department  did 
right  in  rejecting  your  statement  and  enforcing  the  forfeiture  clause 
in  that  $1,100  matter.  If  you  are  correct  in  your  evidence,  then,  on 
demand  of  the  Secretary  of  the  Navy,  it  will  appear  that  their 
inspectors  have  never  inspected — I  will  not  say  never,  but  say  in  the 
last  10  years;  practically  never,  if  you  choose — inspected  these  tubes 
in  course  of  manufacture  at  plants  other  than  those  of  the  United 
States  Steel  Corporation. 

Mr.  Grey.  It  might  so  appear,  but  there  may  have  been  isolated 
eases  where  it  was  otherwise. 

Mr.  Gardner.  Isolated  cases  would  be  only  the  exceptions  to  prove 
the  rule. 

Mr.  Gret.  Yes. 

Mr.  Gardner.  As  a  matter  of  fact,  considering  the  output  of  the 
Shelby  Steel  Tube  Co.  as  compared  with  the  output  of  other  mills 
who  are  in  condition  to  make  these  United  States  standard  tubes, 
you  would  exppct  to  find  that  the  Shelby  Steel  Tube  Co.  had  gotten 
more  than  their  proportional  share  of  contracts,  would  you  ? 

Mr.  Grey.  Absolutely. 

.Mr.  Gardner.  Has  that  been  done  by  the  complicity  of  the  Navy 
Department  in  rejecting  the  lowest  bid  and  giving  preference  to  th6 
higher  one,  or  have  the  Shelby  Steel  Tube  Co.  gotten  these  contracts 
because  they  made  the  lowest  bids  ? 

Mr.  Grey.  Because  they  made  the  lowest  bids  in  conformity  with 
the  requirements  as  to  time  of  delivery  and,  in  every  sense  of  the 
word,  in  conformity  with  the  invitation  for  proposals. 

Mr.  Gardner.  Would  you  suggest  that  the  Government  ought  to 
reject  the  bids  of  the  Shelby  Steel  Tube  Co.  if  they  are  the  lowest? 

Mr.  Grey.  No,  sir. 

Mr.  Gardner.  To  come  to  the  question  of  the  propriety  or  hon- 
esty of  the  action  of  the  Navy  Department.  In  the  first  place,  I  want 
this  perfectly  clear  in  my  mind :  Do  you  think  that  the  Navy  Depart- 
ment admitted  the  original  bid  of  the  Shelby  Steel  Tube  Co.  too 
late?  You  say  it  was  handed  in  here  at  the  Navy  Department  and 
yours  was  handed  in  at  San  Francisco.  Is  there  a  lurking  suspicion 
in  your  mind  that  all  was  not  right  and  straight  ? 

Mr.  Grey.  None,  whatever. 

Mr.  Gardner.  I  did  not  gather  that,  but  I  wanted  to  be  clear 
about  it. 

Mr.  Grey.  Not  the  slightest. 

Mr.  Gardner.  You  say  you  took  this  matter  up  with  your  corre- 
spondent in  Washington,  and  that  he  gave  you  certain  infoimation. 
Do  you  remember  what  information  you  said  your  correspondent 
in  AVashington  gave  you  ? 

Mr.  GRisY.  He  gave  me  the  price  of  the  Shelby  Steel  Tube  Co.  for 
items  18  and  19  of  this  contract. 

Mr.  Gardner.  Was  that  the  only  information  he  gave  you? 

Mr.  Grey.  That  is  all  I  asked  for. 

Mr.  Gardner.  Was  this  Mr.  Patrick  H.  Loughran  your  corresponds 
ent  in  Washington?  ^  .     ,    „  _, 

Mr.  Grey.  ISTo,    sir;    that    was   the   United    States    Government 

Advertiser.  -,.,_, 

Mr.  Gardner.  You  said  you  had  some  correspondent  in  Wash- 
ington ? 
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Mr.  Gkey.  That  is  the  correspondent  I  have  referred  to— the 
United  States  Government  Advertiser,  Washington  Post  Building, 

this  city. 

Mr.  Gardner.  Is  he  a  Government  oiEcial? 

Mr.  Grey.  No,  sir. 

Mr.  Gardner.  Who  is  he?    What  is  his  name? 

Mr.  Grey.  It  is  the  publication  which  seems  to  contain  all  the 
information  about  Government  bids  and  Government  proposals  and 
their  awards;  a  privileged  publication  which  has  access  to  the  open- 
ing nnd  the  result  of  the  bids  all  over  the  country. 

Mr.  Gardner.  Is  it  an  official  publication  of  some  sort? 

Mr.  Grey.  I  take  it  that  it  is  not.    Its  name  might  indicate  it. 

Mr.  Gardner.  Did  you  pay  them  for  that  information? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  You  did  pay  them  for  that  information? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gai!dner.  To  whom  did  you  pay,  and  what  was  the  amount? 
Who  was  the  man  who  got  the  information  first — what  is  his  name? 

Mr.  Grey.  It  was  gotten  in  the  name  of  the  publication,  without 
any  personal  name,  as  I  remember  it. 

Mr.  Gardner.  Who  was  the  individual  who  got  the  information, 
and  how  did  he  get  it  ? 

Mr.  Grey.  He  went  to  the  Navy  Department  records  in  the  Wash- 
ington Navy  pay  office. 

Mr.  Gardner.  Was  that  the  way  he  got  all  the  information  with 
which  he  supplied  you  ? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  Why  did  you  not  address  the  Navy  Department 
yourself  ?  If  he  Was  entitled  to  that  information,  why  were  not  you 
entitled  to  it? 

Mr.  Grey.  I  presume  I  would  have  been. 

Mr.  Gardner.  How  much  did  you  pay  him. 

Mr.  Grey.  $5. 

Mr.  Gardner.  That  is  reasonable.  What  I  want  to  get  at  is 
whether  there  was  a  leak  of  some  sort  in  the  Navy  Department  or 
whether  this  was  a  perfectly  open  transaction. 

Mr.  Bartlett.  I  found  out  in  the  course  of  a  recent  transaction 
that  there  are  concerns  here  whose  business  it  is  to  represent  people 
who  make  bids,  to  keep  them  posted  as  to  whether  their  bids  arrive 
in  time,  whether  they  have  been  accepted  or  rejected,  and  so  on. 

Mr.  Gardner.  I  quite  understand.     I  have  noticed  that. 

Mr.  Bartlett.  I  suppose  that  is  one  of  the  kind  of  concerns  re- 
ferred to  by  this  witness. 

Mr.  Gardner.  Very  often  it  is  the  case  that  that  is  either  a  lawyer 
or  somebody  who  was  formerly  an  employee  in  one  of  the  depart- 
ments, and  who  studied  law  in  the  night  school 

Mr.  Bartlett.  The  case  I  was  referring  to  was  that  of  a  man  who 
bid  upon  a  mail  contract,  and  they  said  other  bids  had  been  sent  in 
and 

Mr.  Gardner.  I  am  satisfied  with  the  answer  of  the  witness,  as  a 
matter  of  fact.  I  am  aware,  however,  that  there  are  a  good  many 
lawyers  in  Washington  who  make  a  specialty  of  these  matters  and 
get  information  to  which  the  public  is  not  entitled,  owing  to  the  fact 
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that  they  previously  have  been  employed  in  these  departments,  and 
then  study  law  in  the  night  schools  with  the  view  of  taking  up  this 
particular  line  of  business.  This  is  evidently  not  a  case  of  that  kind, 
and  I  am  satisfied  with  the  answer  of  the  witness. 

Mr.  Baetlett.  I  just  happened  to  find  out  about  the  matter  I  was 
referring  to  in  the  last  few  days. 

Mr.  Gardner.  Mr.  Grey,  I  do  not  remember  whether  you  used  the 
word  "  unusual,"  but  you  said  that  it  was  "  informal "  to  bid  on  single 
items.    Just  what  did  you  mean  by  that  ? 

Mr.  Grey.  There  is  no  restriction  on  the  part  of  anyone  desiring 
to  bid  which  compels  them  to  bid  on  all  or  none  of  the  items. 

Mr.  Gardner.  I  supposed  it  was  one  of  the  commonest  things  in 
the  world  for  a  man  not  to  bid  on  all  the  items  of  the  contract. 

Mr.  Grey.  Sometimes. 

Mr.  Gardner.  What  did  you  mean  by  saying  that  it  was  informal 
for  the  Shelby  Steel  Tube  Co.  to  bid  on  just  the  tubes  and  not  on  the 
rest  of  the  articles  contained  in  that  proposal?  Did  you  mean  that 
it  was  improper  for  the  Navy  Department  to  take  a  bi&  on  two  items 
■only? 

Mr.  Grey.  That  it  was  not  according  to  their  usual  practice.  That 
is  what  I  meant  to  say. 

Mr.  Gardner.  Elucidate  that.  I  had  supposed  that,  as  a  matter 
of  fact,  it  was  the  practice  of  the  departments  here.  Suppose  a  man 
•does  not  care  to  bid  on  everything  contained  in  a  proposal,  but  they 
find  that  he  will  bid  a  very  much  lower  price  on  certain  constituent 
parts  or  for  a  certain  series  of  items  than  somebody  else  will  bid. 
I  had  supposed  that  where  the  Government  advertised  for  a  number 
of  different  articles  it  was  customary  to  submit  bids  for  any  one 
or  more  of  the  articles.    Am  I  incorrect  in  that  ? 

Mr.  Grey.  You  are  correct.  It  is  customary  to  submit  partial 
bids  and  to  make  partial  awards  at  the  present  time.  At  the  time  of 
which  I  speak,  however,  I  believe  it  was  the  rule  and  regulation  of 
the  Navy  Department  not  to  accept  any  informal  bid  or,  in  other 
words,  any  partial  bids. 

Mr.  Gardner.  As  a  matter  of  fact,  have  you  looked  that  up  to  find 
whether  in  1906 — and  my  knowledge  is  scarcely  more  recent  than 
1906 — the  practice  was  as  you  have  indicated?  That  surprises  me 
very  much,  to  say  that  it  was  not  the  custom  of  the  Navy  Depart- 
ment to  receive  bids  on  all  items  or  on  separate  items.  I  had  sup- 
posed that  the  practice  in  all  of  the  Government  departments  was  to 
receive  bids  on  any  of  the  items.  It  would  seem  to  be  bad  business 
policy  if  they  adopted  any  other  plan. 

Mr.  Grey.  As  I  said,  there  is  no  restriction  upon  a  bidder  offeriiig 
bids  upon  any  portion  of  the  articles  that  he  chooses.  But  it  was 
done  at  the  risk  of  his  proposal  being  considered  informal  under 
the  practice  at  that  time. 

Mr.  Gardner.  Your  evidence  rather  implied,  or  at  least  T  under- 
stood it  to  imply,  that  there  was  some  informality  in  the  Navy 
Department's  admitting  the  Shelby  Steel  Tube  Co.'s  bid.    The  im- 

f session  left  on  my  mind  was  that  you  thought  that  there  was  some 
ittle  hugger-mugger  business  there. 
Mr.  Grey.  Not  in  the  least. 

Mr.  Gardner.  You  absolve  the  Navy  Department  of  any  impro- 
priety in  the  matter? 
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Mr.  Gbey.  Absolutely.  Xot  by  any  word  or  thought  or  innuendo 
did  I  intend  anything  else. 

Mr.  Gaednee.  Did  you  ever  go  to  the  Navy  Department,  or  have 
your  representative  go  to  the  Na\y  Department,  and  get  them  to 
state  in  ^^riting,  either  through  your  Congressman  or  Senator  or 
an3rbody  else,  what  their  reasons  were  for  insisting  on  your  payment 
of  this  $1,100  and  why  it  was  that  they  did  not  see  things  in  your 
light?  Did  you  have  any  explanation  of  that  from  the  Navy  De- 
partment? 

]\Ir.  Geey.  I  have  never  taken  any  ste^js  except  those  which  I  have 
taken  through  my  attorney  recently. 

Mr.  Gardner.  That  is,  Mr.  Loughran? 

Mr.  Grey.  I  appealed  for  a  refund  of  that  money  direct  to  the 
Navy  Department. 

Mr.  Gardner.  And  they  have  never  given  any  reason  for  their 
action  in  denying  your  prayer? 

Mr.  Grey.  Yes;  they  have. 

Mr.  Gardner.  What  are  the  reasons  they  give  ? 

Mr.  Grey.  This  is  a  letter  from  Secretary  of  the  Navy  Metcalf, 
October  1,  1907. 

Mr.  YoTJNG.  He  was  a  Califomian,  I  believe. 

Mr.  Grey.  I  had  interviewed  him  in  relation  to  his  visit  to  Oak- 
land at  the  time. 

Mr.  Bartlett.  He  was  formerly  a  Congressman  from  California. 

Mr.  Gardner.  Let  us  hear  the  letter  from  him. 

Mr.  Grey.  It  is  addressed  to  me  in  Oakland,  under  date  of  Octo- 
ber 1,  1907. 

Mr.  Gardner.  It  is  official,  however? 

Mr.  Grey.  It  is  official;  yes.     The  reference  number  is  23269-2. 

Mr.  Gardner.  And  it  is  dated  October  1,  1907? 

Mr.  Grey.  Yes.     [Eeading:] 

Sir:  Replying  to  your  lettei-  of  the  12th  ultimo,  requesting  that  the  action 
of  the  department  in  charging  against  your  account  the  sum  of  $1,113,  the  dif- 
ference between  the  price  named  in  your  contract  for  boiler  tubes  on  requisi- 
tion No.  6,  Bureau  of  Steam  Engineering,  navy  yard.  Mare  Island,  Cal.,  and 
the  price  paid  by  the  department  to  the  Shelby  Steel  Tube  Co.,  by  whom  said 
tubes  were  furnished,  you  are  informed  that  the  department  has  carefully 
examined  the  previous  correspondence  in  this  case  and  finds  that  the  Paymaster 
General  of  the  Navy,  in  his  report  of  January  30,  1907,  stated  as  follows: 

"  It  would  appear  that  Mr.  Grey  gave  his  Did  without  previous  consultation 
with  any  of  the  tube  companies  and  based  his  prices  upon  a  previous  order  to 
the  Shelby  Steel  Tube  Co.  in  1903 — that  is,  three  years  before  the  bid  in  ques- 
tion— and  when  he  came  to  fill  his  contract  he  could  get  no  firm  to  quote  him 
price,  and  to  that  extent  he  would  seem  to  have  been  careless  aud  to  be 
responsible  for  his  act,  though  it  is  probably  true  that  a  bid  being  aslted  from 
the  Shelby  Steel  Tube  Co.  by  the  pay  office  at  Washington,  he  could  secure  no 
quotations." 

I  want  to  say  right  there,  gentlemen,  that>- 


Mr.  Gardner.  I  suggest,  if  we  are  to  put  this  entire  letter  in  the 
record,  which  I  would  rather  have  done,  it  would  be  better  for  you 
not  to  intersperse  comments. 

I  ask,  Mr.  Chairman,  that  the  entire  letter  be  admitted  in  the 
record. 

The  Chairman.  Very  well.     That  will  be  done. 
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Mr.  Grey.  I  will  read  that  last  clause  again : 

though  It  is  probablj-  tuue  that  a  bid  being  asked  from  the  Shelbj-  Steel  Tube 
Co.  by  the  pay  office  at  Washington,  he  could  secure  no  quotations. 

Mx.  Gardner.  The  pay  officer  could  secure  no  quotations? 
Mr.  Young.  No  ;  Mr.  (Grey  could  secure  no  quotations. 
Mr.  Grey.  That  I  could  secure  no  quotations,  Mr.  Gardner. 
Mr.  Gardner.  Read  the  paragraph  again. 
Mr.  Grey  (reading)  : 

It  would  appear  tUaL  Jlr.  Grey/  gave  his  bid  without  ])revious  cousultaiion 
with  any  of  the  tube  companies,  aud  based  liis  prices  upon  a  previous  order  to 
the  Shelby  Steel  Tube  Co..  in  1903;  that  is,  three  years  before  the  bid  in  ques- 
tion, and  when  he  came  to  fill  his  contract,  he  could  get  no  firm  to  quote  him 
price,  and,  to  that  extent,  he  would  seem  to  have  been  careless  and  to  be 
responsible  for  his  acts,  though  it  is  probably  true  that  a  bid  being  asked 
from  the  Shelby  Steel  Tube  Co.  by  the  pay  office  at  Washington  he  could  secure 
no  quotations. 

Mr.  Gardner.  That  bid  being  asked  by  the  pay  officer  in  Wash- 
ington?    I  do  not  understand  what  that  means. 

Mr.  Grey.  This  bid  having  been  opened  simultaneously  in  San 
Francisco  and  Washington,  without  my  Imowledge. 

Mr.  Gardner.  I  see. 

Mr.  Grey.  And  it  seems  that  I  put  my  foot  in  it  when  I  bid,  in 
San  Francisco,  in  competition  with  the  Shelby  Steel  Tube  Co.,  in 
Washington ;  and,  by  reason  of  that  fact,  the  Secretary  seems  to 
deduce  that  I  had  put  myself  in  a  position  of  danger  to  some  extent. 

Mr.  Young.  I  do  not  think  that  is  a  fair  inference  from  this  letter 
at  all. 

Mr.  Gardner.  What  does  it  mean  by  saying  a  bid  being  asked  of 
the  Shelby  Steel  Tube  Co.  by  the  pay  officer  in  Washington? 

Mr.  Grey  (reading)  : 

though  it  is  probably  true  that  a  bid  being  asked  from  the  Shelby  Steel  Tube 
Co.,  by  the  pay  office  at  Washington,  he  could  secure  no  quotations. 

Mr.  Gardner.  Because  the  pay  officer  could  secure  no  quotations? 

Mr.  Grey.  No ;  because  I  could  secure  no  quotations,  in  my  efforts 
to  buy  these  tubes,  rather  than  have  them  bought  for  my  account. 

Mr.  Reed.  May  I  interject  what  seems  to  be  the  explanation? 

Mr.  Gardner.  I  should  be  very  glad  to  have  anybody  interject 
anything  to  clear  the  sentence  up. 

Mr.  Young.  It  seems  to  me  it  is  perfectly  obvious  what  that  means. 
It  now  appears  for  the  first  time  that  the  Navy  Department  had 
actually  asked  the  Shelby  Steel  Tube  Co.  to  bid,  just  as  they  had 
asked  him  to  bid ;  not  that  they  had  made  an  application  to  them 
in  a  general  publication,  but  an  application  to  them  to  bid;  and 
that  having  bid  it  is  probably  true,  the  Secretary  says,  that  they 
would  not  give  a  figure  to  Mr.Grey.  That  is  what  he  means  to  say, 
I  think. 

Mr.  Gardner.    Is  that  the  understanding? 

Mr.  Grey.  That  is  the  situation. 

I  continue  to  read  from  the  letter: 

I  find  on  further  examination  that  on  July  25,  1906,  the  pay  office  in,  this 
city  did  secure  a  bid  from  the  Shelby  Steel  Tube  Co.,  which  is  identical  with 
their  later  bid,  and  on  which  the  contract  was  awarded  them. 

The  bureau  has  made  inquiries  concerning  Mr.  Grey  and  finds  that  he  is 
a  "middleman,"  selling  to  the  Government  entirely  on  commission,  with  little 
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or  no  capital  and  do  independent  business  of  liis  own,  and  that  this  is  not  the 
first  time  that  he  has  been  caught  in  transactions  similar  to  the  one  de- 
scribed, and  in  this  case  he  is  elearlv  a  victim  of  his  o^Vn  carelessness. 

In  view  of  the  foregoing  report,  "and  of  the  fact  that  your  letter  contains 
QO  evidence  that  it  was  not  before  the  department  at  the  time  the  Bureau  of 
Supplies  and  Accounts  was  directed  to  charge  the  amount  in  question  against 
your  account,  it  can  see  no  reason  for  reversing  its  original  action  in  this 
matter. 

Very  respectfully-,  A'.   H.  Metcalf,  Secretarii. 

Mr.  Gardner.  Did  you  call  that  letter  to  the  attention  of  the 
ehairman  before  you  testified? 

Mr.  Grey.  This  correspondence  has  been  in  the  hands  of  my  at- 
torney for  some  months,  and  I  do  not  know  whether  Mr.  Stanley 
has  seen  that  letter  or  not. 

The  Chairman.  That  letter,  as  far  as  that  is  concerned,  has 
never  been  read  by  me.  I  do  not  know  what  the  chairman  has  to  do 
with  it.  However,  if  I  had  read  that  letter,  laiowing  what  I  do  of 
Mr.  Grey  and  from  his  own  statements,  I  would  have  paid  very 
little  attention  to  it.  The  only  thing  it  shows  is  that  Mr.  Metcalf 
did  not  know  a  thing  about  Mr.  Grey  or  his  standing  or  his  business. 

Mr.  Gardner.  The  reason  I  asked  the  question  is, that  I  hit  that 
letter  by  a  shot  at  random.  I  landed  that  bird  by  a  random  shot, 
and  I  wondered  whether  the  witness  had  told  that  story  to  the 
chairman.    That  is  why  I  asked. 

Mr.  Loughean.  I  want  to  interrupt  on  behalf  of  Mr.  Grey,  if  I 
may  be  permitted  by  the  chairman,  to  say  that  it  is  not  necessary 
for  Mr.  Gardner  to  fire  at  random,  or  to  make  any  chance  shot,  or 
anything  of  that  kind  in  order  to  elicit  information  in  this  case. 
The  entire  file  of  correspondence  was  copied  by  the  Department  of 
Justice,  and  the  whole  matter  is  in  the  hands  of  the  Government. 
If  Mr.  Gardner  or  any  other  member  of  this  committee  wants  to 
have  this  file  in  his  hands  he  can  ask  the  Department  of  Justice 
for  it,  or  I  shall  be  glad  to  have  him  examine  it. 

Mr.  Gardner.  I  think  we  had  better  ask  the  witness 

The  Chairman.  I  will  say  this:  I  do  not  understand  the  nature 
of  these  questions.  The  chair  is  not  touchy  or  sensitive  at  all,  and 
he  is  usually  very  patient.  The  chairman  of  this  committee  works 
many  hours  of  every  day  of  every  week,  and  devotes  every  moment 
that  he  can  spare  to  giving  attention  to  the  evidence  to  be  intro- 
duced before  the  committee. 

The  chairman  talked  with  Mr.  Grey  about  this  matter  for  some 
time — for  several  hours.  The  only  night  the  chairman  had  to  spare 
was  Sunday  night,  and  he  went  over  the  matter  with  Mr.  Grey  for 
several  hours.  Neither  with  this  witness  nor  with  any  other  wit- 
ness has  the  chairman  ever  attempted  to  suppress  or  withhold  anv 
evidence  the  witness  had. 

Mr.  Gardner.  Bless  my  soul,  Mr.  Chairman,  there  is  nobody  in 
the  world  who  will  acknowledge  that  more  quickly  than  myself; 
arid  as  for  making -a  reflection  on  you,  such  an  idea  had  not  entered 
my  head  or  my  question. 

The  Chairman.  I  misconstrued  it,  then. 

Mr.  Gardner.  My  question  was  put  for  the  purpose  of  ascertain- 
ing whether  the  witness  had  been  entirely  frank.  That  was  the  pur- 
pose of  my  question.  That  letter,  it  seemed  to  me,  ought  to  have  been 
called  to  your  attention  directly.     This  hearing  has  been  ^sroing  on 
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foi-  three  hours,  and  as  to  that  very  material  thing,  so  far  as  I  can 
judge,  Mr.  Loughran,  there  was  no  intention  of  calling  it  to  the  at- 
tention of  the  committee. 

Mr.  LouGHHAN.  On  the  contrary,  all  of  the  papers  were  here,  with 
the  intention  on  our  part  to  submit  any  or  all  of  them  in  evidence  at 
the  request  of  any  member  of  this  committee,  with  the  understanding 
that  they  could  be  withdrawn  by  me,  if  necessary,  in  connection  with 
further  proceedings  in  the  matter. 

The  Chaikman.  I  do  not  see  any  reason  why  Mr.  Grey  should 
bring  here  a  letter  that  he  hoped  not  to  have  to  read.  It  would  have 
been  easy,  if  he  wanted  to  conceal  the  contents  of  that  letter,  to  have 
left  the  letter  in  San  Francisco. 

Mr.  Gardnee.  Mr.  Loughran  has  just  pointed  out  that  the  letter  is 
on  file.  He  could  not  have  left  it  in  San  Francisco,  according  to  his 
testimony,  because  the  papers  have  been  in  the  possession  of  his 
counsel — unless  Mr.  •  Loughran  is  a  San  Francisco  man.  I  do  not 
know. 

The  Chairman.  He  could  have  left  it  in  the  office  of  his  counsel. 

Mr.  LotjGhean.  Let  me  make  this  clear 

The  Chairman.  It  is  not  the  duty  of  the  chairman  to  defend  the 
witness,  but  since  you  have  asked  about  this  matter,  since  I  conferred 
with  Mr.  Grey  before  putting  him  on  the  stand,  I  have  found,  both 
on  the  stand  and  off  of  it,  a  perfect  willingness  on  the  part  of  Mr. 
Grey  to  give  the  chairman  any  information  that  he  had,  and  the  same 
disposition  on  the  part  of  his  attorney.  His  attorney  advised  me  be- 
fore the  witness  came  on  the  stand  that  all  of  the  papers  they  had 
were  there  and  available  for  my  inspection.  I  had  no  time  to  go 
through  the  vast  file  of  papers.  I  do  not  believe  anybody  is  making 
an  effort  to  conceal  anything. 

Mr.  Grey.  May  I  be  permitted  to  speak  a  word  for  myself,  Mr. 
Chairman. 

The  Chairman.  Certainly. 

Mr.  Grey.  I  seem  to  be  in  a  false  position  here.  I  did  aot  come  to 
Washington  at  your  behest  to'  offer  any  plea  for  the  return  of  this 
penalty  to  me.  I  am  here  to  give  you  any  information  which  I  have 
concerning  the  prices  of  tubes 

The  Chairman.  You  are  not  a  voluntary  witness.  I  heard  about 
this  matter,  and  went  to  see  Mr.  Grey's  attorney,  ~and  wired  him  to 
come  here,  and  notified  him  that  he  would  be  served  with  a  subpoena 
if  he  did  not. 

Mr.  Gardner.  Are  you  under  subpoena? 

Mr.  Grey.  I  am ;  of  your  chairman. 

Mr.  Gardner.  You  are  here  under  subpoena? 

Mr.  Grey.  Yes.  I  do  not  wish  to  appear  here  as  offering  any 
argument  of  my  own  as  to  the  righteousness  of  my  claim  or  the  ques- 
tion which  has  become  the  issue  here  as  to  the  return  of  my  money. 

I  care  nothing  about  it.  I  hope  I  shall  never  see  it  again.  I  am 
here  to  tell  you  about  the  contracts  that  I  have  entered  into  with  the 
Mare  Island  Navy  Yard,  the  reasons  of  my  default,  and  the'  prices'' 
and  the  reasons  for  my  bid  and  so  on^-ndt  to  make  any  plea  for  my-' 
self  for:  the  return  of  this  penalty.  • 

Mr.  Danforth.  Where  was  the  subpoena  served  on  you? 
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Mr.  Geey.  I  was  served  by  telegram  from  Mr.  Stanley  to  make 
my  appearance  here.  I  have  since  received  the  subpoena  here.  My 
attorney,  I  believe,  previously  acknowledged  it  for  me,  and  since  my 
arrival  on  Sunday  I  have  accepted  it  and  signed  it  on  the  back. 

Mr.  LouGHEAN.  Let  me  make  a  brief  statement  of  the  case,  if  you 
will,  Mr.  Chairman : 

The  chairman  of  this  committee  wrote  a  telegram  to  Mr.  Grey 
asking  him  to  appear.  Mr.  Grey  telegraphed  to  me  that  he  did  not 
desire  to  appear ;  that  his  absence  from  business  would  be  prejudicial 
to  his  business.  I  deemed  this  matter  sufficiently  important  to  have 
it  presented  to  the  full  committee,  not  because  I  hoped  that  the  evi- 
dence here  would  aid  in  securing  a  refund  of  this  money,  but  because 
I  believed  that  the  refusal  of  the  Shelby  Steel  Tube  Co.  to  make  de- 
livery to  this  man  in  1906  of  the  tubes  which  he  contracted  to  supply 
the  United  States  Government  was  conduct  on  the  part  of  the  Shelby 
Steel  Tube  Co.  in  restraint  of  trade,  and  I  wanted  that  fact  to  be 
presented  to  the  committee. 

The  absolute  refusal,  the  unreasonable  refusal,  the  refusal  without 
cause  to  sell  to  this  man  was,  in  my  opinion,  an  act  on  the  part  of  the 
Shelby  Steel  Tube  Co.  in  restraint  of  trade,  inasmuch  as  that  com- 
pany had  theretofore,  by  its  bid  on  these  articles,  indicated  that  it 
had  the  articles  in  its  possession,  and  that  it  would  f urtiish  the  Gov- 
ernment with  them.  It  appeared  to  me  that  the  company  had  these 
materials  for  delivery,  and  that  the  conduct  of  the  company  in  re- 
fusing to  sell  the  articles  to  this  man,  after  he  had  the  contract,  was, 
to  my  mind,  circumstantially  evidence  that  the  intention  of  the 
Shelby  Steel  Tube  Co.  was  to  drive  him  out  of  business.  That  is  the 
only  point  I  wanted  to  present  to  the  committee. 

Mr.  Baetlett.  You  mean  to  drive  him  out  of  the  business  of  that 
particular  contract? 

Mr.  LouGHEAN.  -Yes.    Out  of  business  generally  . 

Mr.  Gardner.  As  long  as  the  counsel  is  in  a  testifying  mood,  Mr. 
Chairman,  I  should  like  to  ask 

Mr.  LouGHEAN.  In  an  explanatory  mood,  as  to  the  testimony  given 
by  Mr.  Grey. 

Mr.  Gardner.  Well,  at  all  events,  inasmuch  as  there  is  some  doubt 
as  to  the  evidence  given  by  Mr.  Grey — I  will  put  it  in  that  way— I 
Avish  to  ask  counsel  whether  he  brought  that  letter  of  Secretary  Met- 
calfe to  the  attention  of  a  single,  solitary  member  of  this  committee? 

Mr.  LouGHRAN.  When  these  papers  were  delivered  to  me — I  will 
give  you  exactly  the  history  of  this  case 

Mr.  Gardner.  Answer  first  and  explain  afterwards. 

Mr.  LouGHRAN.  The  papers  were  delivered 

Mr.  Gardner.  I  ask  that  Mr.  Loughran  be  sworn,  Mr.  Chairman. 

Patrick  H.  Loughran  was  thereupon  duly  sworn  by  the  chairman. 

Mr.  Gardner.  It  is  customary  to  stand  up  when  being  sworn. 

Mr.  Loughran.  Pardon  me. 

Mr.  Gardner.  I  will  ask  the  counsel  to  answer  this  question :  Did 
you  bring  that  letter  of  Secretary  Metcalf  in  that  mass  of  papers 
there  to  the  attention  of  a  single,  solitary  member  of  this  committee, 
or  any  of  our  assistants,  with  whom  you  have  been  in  communica- 
tion ? 
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Mr.  LouGHRAN.  This  entire  file  of  papers  here  was  left  by  me  in  an 
envelope  in  Mr.  Stanley's  room,  perhaps  a  week  or  ten  days  ago, 
without  my  having  called  his  attention  to  any  specific  document  in 
the  files. 

I  asked  Mr.  Stanley  to  examine  these  papers,  if  he  had  the  oppor- 
tunity to  do  so,  and 

Mr.  Gardner.  Did  you  expect  that  he  would  have  the  time  to 
do  so? 

Mr.  LoTJGHRAN.  I  had  hoped  that  he  would. 

Mr.  Gardner.  Did  you  expect  it? 

Mr.  LouGHRAN.  After  I  had  interviewed  him  several  times  and  had 
seen  what  a  busy  man  he  was  at  the  time,  that  indicated  to  me  that 
he  would  probably  not  have  an  opportunity  to  examine  the  papers ; 
and  I  do  not  believe  he  has,  from  my  conversation  with  him. 

Mr.  Gardner.  And  you  did  not  expect  to  have  the  file  examined  ? 

Mr.  Loitghran.  Do  not  put  me,  or  attempt  to  put  me,  into  a  false 
attitude 

Mr.  Gardner.  Did  you  or  did  you  not? 

Mr.  LoTJGHRAN.  I  not  only  expected  that  they  would  be  examined, 
but  hoped  that  they  would  be.  That  is  the  reason  I  took  the  papers 
to  hitn. 

Mr.  Gardner.  You  say  that  you  did  expect  to  have  that  file  ex- 
amined ? 

Mr.  LouGHRAN.  I  did,  when  I  delivered  it. 

The  Chairman.  I  will  say,  for  that  matter,  that  if  the  blame  is  to 
be  put  on  anybedy,  it  should  be  put  on  the  chairman. 

Mr.  Loughran  did  bring  that  file  of  papers  to  me,  and  requested 
that  I  go  through  them.  I  have,  as  a  matter  of  fact,  had  no  time  to 
examine  them.  I  am  too  busy  to  go  through  in  detail  a  mass  of 
papers  of  that  kind. 

Mr.  Gardner.  And  he  knows  it. 

The  Chairman.  He  did  not  know  that  when  he  brought  me  the 
papers,  otherwise  he  would  not  have  brought  them  to  me.  How  did 
he  know  I  was  so  busy? 

Mr.  Gardner.  I  have  heard  it  stated  from  time  to  time. 

Mr.  Loughran.  I  want  to  say  that  this  file  of  papers  was  also  de- 
livered to  Mr.  Colton,  who  is  assisting  Mr.  Dickinson  in  the  Steel 
Trust  suit.  . 

I  left  this  file  of  papers  with  Mr.  Stanley,  the  chairman  of  this 
committee,  in  the  hope  and  expectaion  that  he  would  have  the  time 
to  examine  the  papers,  but  in  interviews  with  Mr.  Stanley  and  with 
Mr.  Grey  subsequent  to  that  time  eru)ugh  has  been  said  by  Mr.  Stan- 
ley to  indicate  that  he  has  never  examined  any  of  these  papers  here. 

If  you  will  pardon  me  for  becoming  argumentative  for  a  moment, 
the  reference  by  Secretary  Metcalf  to  this  man's  carelessness 

Mr.  Gardner.  On  previous  occasions, or  on  that  occasion? 

Mr.  Loughran.  Just  a  moment.  They  are  not  the  comments  of 
Mr.  Metcalf  on  Mr.  Grey.  This  letter  of  October  1,  1907,  from 
Secretary  Metcalf  is  one  in  which  there  are  extracts  taken  from  an 
indorsement  by  the  Paymaster  General. 

Mr.  Gardner.  Will  you  be  kind  enough  to  read  what  the  Secretary 
said  himself,  toward  the  end  of  the  letter,  with  regard  to  Mr.  Grey— 
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something  about  his  having  been  caught  previously  in  matters  of 
this  kind  ? 

Mr.  LoTJGHEAN.  That  is  just  the  trouble.  You  have  the  wrong 
impression  about  that,  Mr.  Gardner,  and  I  want  to  correct  it. 
[Reading :] 

In  view  of  the  foregoing  report  and  of  the  fact  that  your  letter  contains  no 
evidence  that  it  was  not  before  the  department  at  the  time  the  Bureau  of 
Supplies  and  Accounts  was  directed  to  charge  the  amount  in  question  agaiust 
your  account,  it  can  see  no  reason  for  reversing  the  original  action  In  this 
matter. 

I  think  you  are  eminently  fair,  Mr.  Gardner,  and  I  know  you  are 
exceedingly  clever  in  your  questions,  but  you  were  under  a  misap- 
prehension in  regard  to  the  language  yourefer  to  being  that  of  Mr. 
Metcalf's.  It  was  not  the  language  of  Mr.  Metcalf,  but  a  quotation, 
in  his  letter,  of  the  language  of  the  Paymaster  General. 

Mr.  Gardner.  I  ask  you  to  read  that  clause  as  to  Mr.  Grey's  hav- 
ing been  caught  before,  or  something  to  that  effect. 

Mr.  LoTJGHEAN.  Let  me  read,  first 

Mr.  Baetlett.  The  trouble  about  the  whole  matter  is  that  the 
quotations  in  the  letter  were  not  differentiated  from  the  letter  when 
it  was  read.  In  reading  the  letter,  when  you  come  to  the  quotation, 
say  "  quote." 

Mr.  Gardner.  Yes ;  that  will  answer  the  purpose. 

Mr.  Loughran.  Let  me  read  what  was  said  in  the  letter  by  Secre- 
tary Metcalf : 

Sir,  replying  to  your  letter  of  the  12th  ultimo,  requesting'that  the  action  of 
the  department  in  charging  agaiust  your  account  the  sum  of  $1,113,  the  differ- 
ence between  the  price  named  in  your  contract  for  boiler  tubes  on  requisition 
No.  6,  Bureau  of  Steam  Engineering,  Navy  Yard,  Mare  Island,  Cal.,  and  the 
price  paid  by  the  department  to  the  Shelby  Steel  Tube  Co.,  by  whom  said  tubes 
were  furnished ;  you  are  informed  that  the  department  has  carefully  examined 
the  previous  correspondence  in  this  case  and  find  that  the  Paymaster  Genera! 
of  the  Na^•y,  in  his  report  of  January  30,  1907,  stated  as  follows : 

Shall  I  read  the  quoted  matter,  Mr.  Gardner  ? 
Mr.  Gardner.  Read  the  matter  where  it  is  not  quoted  at  l,he  end. 
Mr.  Loughran.  I  skip  the  quoted  matter  and  continue  with  Secre- 
tary Metcalf's  phraseology : 

In  view  of  the  foregoing  report  and  of  the  fact  that  your  letter  contains  no 
evidence  that  it  was  not  before  the  department  at  the  Wrae  the  Bureau  of 
Supplies  and  Accounts  was  directed  to  charge  the  amount  in  question  against 
your  account,  it  can  see  no  reason  lor  I'eversing  its  original  action  in  this 
matter. 

Mr.  Gardner.  Read  the  part  of  the  letter  which  says  that  Mr. 
Grey  has  been  formerly  caught  in  this  same  sort  of  trouble.  I  imder- 
stand.  now,  that  that  was  written  by  Admiral  Rogers,  and  not  by 
Secretary  Metcalf,  and  it  is  simply  quoted  by  Mr.  Metcalf? 

Mr.  Loughran.  Precisely. 

Mr.  (tardner.  "Will  von  read  it '. 

Mr.  LouGHKAN.  Allof  it? 

ilr.  Gardner.  Just  that  part  of  it. 

Mr.  Daxeouth.  About  Lis  being  a  middleman. 

Mr.  LoroHRAN   (reading)  : 

The  bureau  has  made  inquiries  concerning  Jlr.  Grey,  and  finds  that  he  is  a 
"middleman,"  selling  to  the  Government  entirely  on  commission,   with  little 
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or  no  capital,  and  no  iurtependent  business  of  lus  own.  and  tbnt  Uiis  is  not  tlie 
first  time  that  lie  has  been  caught  in  transactions  similar  to  the  one  described, 
and  in  this  case  he  is  clearly  a  victim  of  his  own  carelessness. 

I  desire  to  say,  Mr.  Gardner,  that  Mr.  Grey  was  not  a  middleman. 
Many  years  before  the  Government  entered  into  this  contract  with 
Mr.  Grey,  Mr.  Grey  qualified  as  a  dealer.  Many  years  before  this 
contract  was  executed  the  Navy  Department  had  instituted  inquiries 
as  to  this  man's  financial  responsibility,  as  to  his  character,  as  to  his 
business  connections,  and  the  facts  deA^eloped  by  that  investigation 
satisfied  the  department  that  this  man  was  one  fit  and  proper  to 
furnish  supplies  to  the  Navy  Department,  and  he  was  accepted  as  a 
dealer. 

Mr.  Young.  Do  you  make  any  distinction  between  the  term 
"  dealer  "  and  "  middleman  "  ? 

Mr.  LouGHEAN.  Yes ;  and  so  do  the  law  books,  if  you  will  refer  to 
them. 

The  statute  under  which  the  Navy  Department  is  directed  to  make 
these  purchases  for  the  ships  of  the  Navy  expressly  directs  the  Sec- 
retary of  the  Navy  to  send  invitations  not  only  to  manufacturers, 
but  to  principal  dealers  and  manufacturers. 

Mr.  Young.  What  is  the  distinction  that  you  make  between 
"  dealer  "  and  "  middleman  "  ? 

Mr.  LouGHKAN.  The  distinction  that  the  Paymaster  General  at- 
tempts to  make  is  this — — 

Mr.  Gardner.  It  was  on  commission,  anyway? 

Mr.  Young.  I  take  it  the  Paymaster  General  means  he  was  not  a 
manufacturer  ? 

Mr.  Loughran.  It  was  not  on  commission,  Mr.  Gardner. 

Mr.  Gardner.  Then  the  Paymaster  General  is  mistaken? 

Mr.  Loughran.  He  says  so,  but  it  Avas  not  on  commission. 

Mr.  Gardner.  Then  the  Paymaster  General  is  mistaken  ? 

Mr.  Loughran.  As  an  attorney,  Mr.  Gardner,  you  know 

Mr.  Gardner.  Please  do  not  make  that  mistake  again.  I  now 
realize  that  you  do  not  follow  the  proceedings  of  this  committee. 
I  hope  I  shall  not  have  to  put  it  on  record  again  that  I  am  not  a 
lawyer. 

Mr.  Loughran.  These  things  were  not  sold  by  Mr.  Grey  on  com- 
mission. 

The  Chairman.  As  I  see  it,  this  committee  is  not  investigating  the 
Xavy  Department.  I  have  no  objection  to  Mr.  Gardner  inquiring 
into  the  conduct  of  the  Navy  Department,  if  he  desires  to  do  so.  but 
when  I  saw  Mr.  Grey  I  was  endeavoring  to  ascertain  but  one  fact, 
and  with  the  habit  of  any  lawyer  who  has  had  any  experience  at  all 
in  adducing  testimony  I  attempted  to  eliminate  everything  that  is 
not  material. 

The  question  as  to  whether  this  man  should  have  been  allowed  to 
default,  whether  the  Navy  Department  should  have  collected  this 
$1,100  is  of  no  consequence  to  me,  because  this  committee  is  not  con- 
(■«rned  in  the  attempt  to  recover  that  money.  I  told  his  attorney 
that  when  he  began  to  talk  to  me  about  that  matter.  I  am  not  inter- 
ested in  that.  I  do  not  care  whether  he  ever  gets  it  or  not  or 
whether  the  Navy  Department  was  right  or  wrong  in  refusing  to 
give  it  to  him.  This  committee  has  no  time  to  try  that  case.  That 
IS  for  the  Court  of  Claims. 
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I  want  to  know  but  one  thing:  After  this  contract  was  awarded, 
did  the  Shelby  Steel  Tube  Co.  refuse  to  sell  the  tubes  to  a  competitor 
in  order  that  they  might  eliminate  or  embarrass  that  competitor? 
That  is  the  only  thing  I  was  interested  in,  and  that  was  the  only 
fact  I  attempted  to  adduce  from  this  witness.  That  is  the  only 
evidence  which  he  has  to  offer  to  this  committee  which  is  relevant  to 
the  issue  we  have  before  us. 

Mr.  Gakdxer.  And  the  chairman  does  not  think  that  the  Navy 
Department  has  any  possible  connection  with  the  elucidation  of  that 
matter? 

The  Chairjian.  No  ;   not  as  to  whether , 

ilr.  Gaednee.  Then  I  shall  be  obliged  to  take  issue  with  the  chair- 
man on  that  point.  I  should  say  that  that  letter  is  most  material  in 
elucidating  the  validity  of  the  statements  of  this  witness. 

Mr.  Beall.  In  this  brief  submitted  by  j'ou  to  the  chairman,  Mr. 
Loughran,  which  the  chairman  turned  over  to  me,  there  is  this 
paragraph : 

Oil  January  30,  1907,  the  Paymaster  General  of  the  Navy,  in  a  report  made 
to  the  Secretary,  referred  to  Mr.  Grey  as  a  "  middleman,"  selling  to  the  Gov- 
ernment entirely  on  commission,  and  in  this  case  he  is  clearly  a  victim  of  his 
own  carelessness. 

That  is  evidently  a  quotation? 

Mr.  Loughean.  Oh,  yes;   there  is  no  question  about  that. 

The  Chairman.  When  Mr.  Loughran  gave  me  this  brief  I  had  my 
stenographer  make  several  copies  of  it.  I  gave  Mr.  Beall  one  and 
I  gave  Mr.  Gardner  one  this  morning. 

Mr.  Gardner.  I  had  not  seen  it  before. 

The  Chairman.  There  was  no  effort  to  conceal  that. 

Mr.  Danforth.  I  would  like  to  ask,  in  view  of  the  chairman's 
statement  as  to  what  he  wanted  to  elucidate  from  this  witness, 
Avhether  the  committee  expected  to  pay  the  mileage  of  this  witness 
from  San  Francisco  and  return  for  the  purpose  of  this  testimony? 

Tlie  CiiairjMan.  I  presume  it  will,  if  he  wants  it.  This  testimony 
is,  in  my  opinion,  most  material  to  the  conduct  of  the  Shelby  Steel 
Tube  Co.  in  affecting  the  freedom  of  trade  and  the  freedom  of  com- 
petition. Of  course,  each  member  of  the  committee  has  a  right  to 
his  own  opinion. 

Mr.  Gardner.  I  would  like  to  ask  another  question.  Did  the  wit- 
ness inform  the  chairman,  or  did  his  counsel  inform  the  chairman 
or  any  other  member  of  the  committee,  of  the  fact  that  he  has  since 
been  successful  in  bids,  and  that  this  persecution,  if  it  was  a  persecu- 
tion, had  stopped? 

Mr.  Grey.  Did  I  inform  them  that  it  had  stopped? 

Mr.  Gardner.  Yes.  You  say  it  has  stopped.  You  testified  to  that. 
Did  you  inform  any  member  of  this  committee  before  this  hearing 
began  that  it  had  stopped? 

Mr.  Grey.  I  can  not  say  that  I  was  ever  personally  persecuted  by 
the  Steel  Trust,  nor  that  they  have  stopped  persecuting  me  since.  I 
have 

Mr.  Gardner.  But  you  have  bid  against  the  Shelby  Steel  Tube  Co. 
a  great  many  times  since,  and  this  practice  by  which  you  could  not 
secure  that  which  you  wished  to  resell  to  the  Government  has  con- 
tinued, so  far  as  you  know  ? 
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Mr.  Geey.  This  is  the  only  case  in  my  record  of  14  years  in  busi- 
ness, doing  business  with  the  Government  and  the  public  generally : 
this  is  the  isolated  case,  the  contradicting  paragraph  of  the  Pay- 
master General's  report  notwithstanding;  this  is  the  only  case  in 
which  I  have  ever  been  involved,  the  only  case  in  which  I  have  ever 
been  unable  to  fulfill  my  contract. 

Mr.  Gardner.  And  yet  you  have  been  repeatedlv  competing  against 
the  Shelby  Steel  Tube  Co.? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  But  this  is  one  of  those  isolated  cases  vou  men- 
tioned awhile  ago? 

Mr.  Grey.  Yes,  sir ;  this  is  an  isolated  case. 

Mr.  Beall.  Just .  a  few  questions.  You  said  something  about 
trouble  with  the  Shelby  Steel  Tube  Co.  originating  about  1901 
or  1902? 

Mr.  Grey.  Yes,  sir. 

Mr.  BexVll.  That  was  when  you  first  began  to  have  trouble  with 
them? 

Mr.  Grey.  Yes,  sir. 

Mr.  Beall.  What  was  the  occasion  of  that  trouble  ? 

Mr.  Geey.  I  can  only  conceive  of  one  reason  for  their  refusing 
to  quote  me,  and  that  is  that  they  did  not  wish  to  have  business 
dealings  with  me. 

Mr.  Beall.  Why? 

Mr.  Geey.  Probably  for  the  reason  that  they  would  like  to  have 
me  eliminated,  as  they  desired  to  furnish  the  material  direct  them- 
selves. 

Mr.  Beall.  Had  there  been  anything  in  your  relations  with  the 
Shelby  Steel  Tube  Co.  that  could  suggest  any  other  cause  for  this 
trouble  of  yours  with  that  company? 

Mr.  Grey.  None  whatever. 

Mr.  Beall.  Had  you  been  in  default  in  any'kind  of  way  with  the 
Shelby  Steel  Tube  Co.? 

Mr.  Geey.  Never.  I  have  never  failed  to  paj^  them  a  cent 'or  been 
in  default  with  them  in  any  way. 

Mr.  Beall.  When  did  you  first  begin  to  be  a  competitor  of  the 
Shelby  Steel  Tube  Co.  in  Government  contracts  ? 

Mr.  Grey.  Before  the  Shelby  Steel  Tube  Co.  became  a  competitor 
of  mine,  almost,  in  the  year  1899 ;  I  was  already  in  business. 

Mr.  Beall.  How  long  after  that  time  was  it  before  any  friction  be- 
gan to  develop  or  any  tendency  on  their  part  to  cease  dealing  with 
you? 

Mr.  Geey.  In  1901. 

Mr.  Beall.  In  1906  they  refused  this  order  to  you  ? 

Mr.  Grey.  Absolutely. 

Mr.  Beall.  You  said  that  they  would  have  knowledge  of  the  fact 
that  it  was  to  supply  an  order  from  the  Navy  Department,  because 
Government  inspectors  would  be  required  to  go  to  their  factories  to 
make  the  inspection  ? 

Mr.  Geey.  Not  alone  that.  I  so  stated  in  my  letter  to  them  of 
August  14,  1906,  when  I  asked  for  the  first  time  for  quotations. 

Mr.  Beall.  Since  1906  you  have  had  contracts  with  the  Govern- 
ment? 
Mr.  Geey.  Frequently. 


2822  UNITED    STATES    STEEL    CORPORATION. 

Mr.  Beall.  You  have  gone  out  in  the  markets  and  bought  tubes  to 
supply  those  contracts? 

Mr.  Geet.  I  can  buy  anywhere  in  this  country,  with  the  exception 
of  the  Shelby  Steel  Tube  Co.,  to  the  best  of  my  knowledge. 

Mr.  Beall.  I  understood  you  to  say  that  you  had  a  suspicion  that 
the  Shelby  Steel  Tube  Co.  supplied  some  of  these  very  tubes  that 
you  have  furnished  to  the  Government  ? 

Mr.  Geet.  Yes,  sir. 

Mr.  Beall.  If  they  did  that  they  must  have  had  knowledge  of  the 
fact  that  they  were  being  supplied  to  you  in  order  to  be  furnished  to 
the  Government  upon  one  of  your  bids? 

Mr.  Grey.  Yes,  sir.    They  did  obtain  that  knowledge. 

Mr.  Beall.  Because  the  inspectors  of  the  Government  would  have 
to  go  into  their  factories  and  supervise  the  manufacture  of  tho-e 
tubes? 

Mr.  GiiEY.  Yes. 

Mr.  Beall.  That  was  after  the  purchase  was  made,  however? 

Mr.  Grey.  Yes,  sir. 

Mr.  Beall.  You  have  mi  id  sonu'thiiii;  about  haviufi-  to  ffo  in  a  round- 
about way  to  purchase  these  tiibes.  Have  you  ever,  since  1906,  made  a 
direct  application  to  'the  Shelby  Steel  Tube  Co.  for  the  purchase  of 
these  tubes? 

Mr.  Grey.  No,  sir.    I  thought  one  experience  would  be  enough. 

Mr.  Beall.  Have  you  had  any  difficulty  since  that  time  in  buying 
tubes  to  meet  your  Government  contracts? 

Mr.  Grey.  No,  sir. 

Mr.  Beall.  Do  you  think  that  that  desire  to  eliminate  you  ended  or 
expired  after  the  transaction  of  1906? 

^Ir.  Grey.  They  have  never  had  occasion  to  quote  me,  because  I 
never  have  asked  them  since  1906. 

Mr.  Beall.  For  thg  simple  reason  that  in  1900  you  could  not  get 
(hem  from  anybody  else? 

Mr.  Grey.  I  have  since  been  able  to  get  them  from  other  people. 

Mr.  Beall.  Why  was  it  you  could  not  get  them  in  1906  from  other 
concerns,  and  you  have  been  able  to  get  them  since  1906  from  other 
concerns  ? 

Mr.  Grey.  There  seemed  to  have  been  an  understanding  between 
(liose  concerns  who  might  at  that  time  have  been  manufacturing 
seemless  steel  tubes,  as  well  as  the  Shelby  Steel  Tube  Co.,  to  refer 
all  such  matters  to  the  Shelby  Steel  Tube  Co.  as  the  fountain  source 
from  which  this  class  of  tubes  must  be  obtained. 

Mr.  Beall.  I  notice  in  some  communication  to  the  Detroit  con- 
cern, you  made  a  special  request  of  them  that,  in  the  event  they  could 
not  make  terms  with  you  they  should  return  your  correspondence 
and  not  forward  it  to  the  Shelby  Steel  Tube  Co.  Why  did  you  make 
a  request  like  that? 

Mr.  Grey.  Because  they  had  previously  done  that  very  thing, 
which  I  did  not  wish  to  have  them  do  on  that  transaction. 

Mr.  Beall.  I  believe  you  stated  that  your  understanding  was  that 
that  was  a  manufacturing  concern  ? 

Mr.  Grey.  Yes,  sir :  it  was. 

Mr.  Beall.  Do  you  Imow  the  name  of  that  concern  ? 

:Mr.  Grey.  The  Detroit  Seamless  Steel  Tube  Co. 
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Mr.  BEAiiii.  Had  you  had  a  like  experience  with  any  otlier 
concerns  ? 

Mr.  Geey.  With  the  Delaware  Seamless  Steel  Tube  Co. 

Mr.  Beall.  Had  they  referred  your  correspondence  to  the  Shelby 
Steel  Tube  Co.  ? 

Mr.  Gkey.  No,  sir ;  but  they  had  declined  to  quote  me,  which  pre- 
vented my  buying  the  tubes  any  longer  from  that  source. 

Mr.  Beall.  Did  you  laiow  of  any  other  manufacturer  at  that  time 
of  these  steel  tubes? 

Mr.  Geet.  No  other  manufacturer. 

Mr.  Beall.  How  long  after  this  occurrence  in  1906  before  you 
made  another  bid  for  Government  work  to  supply  the  seajnless  tubes  ? 

Mr.  Geey.  I  have  never  stopped  making  bids  of  this  kind. 

Mr.  Beall.  Could  you  give  us  an  idea  as  to  how  long  after  August 
2,  or  October  31,  1906,  you  made  a  bid  and  received  a  contract  ? 

Mr.  Geey.  There  have  been  several  occasions  in  the  last  five  or 
six  years.    I  can  not  say  what  interim  intervened. 

Mr.  Beall.  On  the  next  occasion  that  you  had  to  go  out  to  pur- 
chase these  tubes,  did  you  have  any  difficulty  in  getting  them  ? 

Mr.  Geey.  No,  sir. 

Mr.  Beall.  What  is  your  explanation  of  that — that  in  1906  there 
existed  this  combination,  this  conspiracy  against  you,  as  j'ou  say, 
that,  so  far  as  you  can  ascertain  or  could  ascertain,  has  absolutely 
vanished  soon  after  that  time  ? 

What  is  your  explanation  of  that  ? 

Mr.  Grey.  My  explanation  is  this :  That  I  concluded  that,  having 
unwittingly  bid  in  competition  with  the  Shelby  Steel  Tube  Co.  for 
a  Government  contract  for  these  tubes  I  was  to  be  made  an  ex- 
ample of. 

Mr.  Beall.  You  have  Avittingly  bid  since  that  time,  in  competition 
with  them  for  tubes,  and  you  have  not  had  any  trouble  in  these  sub- 
sequent instances.     iVliat  is  your  explanation  of  that? 

Mr.  Geey.  My  explanfition  of  that  is  this:  That  at  the  time  I  so 
bid,  I  have  had  no  knowledge  as  to  whether  the  Shelby  Steel  Tube  (^o. 
was  similarly  invited  to  bid  upon  those  tubes  or  not.  That  informa- 
tion could  only  come  to  my  attention  after  the  bids  were  opened. 

Mr.  Beall.  After  the  bids  were  opened  and  you  discoA'ered  that 
you  had  bid  in  competition  with  the  Shelby  Steel  Tube  Co.,  have 
you  had  any  difficulty  in  those  instances  in  meeting  your  obligation? 

Mr.  Geey,  Not  in  buying  them  from  other  concerns.  1  never 
bought  any  from  the  Shelby  Steel  Tube  Co. 

Mr.  Beall.  Then  that  conspiracy,  if  it  existed  in  1906,  has  not 
existed  subsequent  to  that  time,  as  to  these  outside  tube  plants  ? 

Mr.  Geey.  As  to  the  outsiders;  no.  But  with  the  Shelby  Steel 
Tube  Co.,  I  believe  to-day  they  would  not  sell  ine,  if  they  could, 

Mr.  Beall.  Do  you  know  whether  or  not  it  is  the  policy  of  the 
Shelby  Steel  Tube  Co.  not  to  sell  to  anyone  who  was  a  competitor 
against  them  in  any  bid  any  of  the  products  that  were  involved  in 
the  bid? 

Mr.  Geey.  That  is  my  experience,  Mr.  Beall. 

Mr.  Beall.  Have  j'ou  any  more  than  that  one  instance  as  a  basis 
for  that  opinion? 

Mr.  Geey.  No,  sir.     As  I  say,  this  is  the  only  .time. 
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Mr.  Beall.  Do  you  know  of  any  of  your  other  competitors — other 
firms  situated  as  you  have  been  situated — who  had  the  same  ex- 
perience with  the  Shelby  Steel  Tube  Co.  ? 

Mr.  Gkey.  Yes,  sir. 

Mr.  Beall.  Who  are  they? 

Mr.  Geey.  The  Scully  Steel  and  Iron  Co. 

Mr.  Beall.  "Where  are  they  located? 

Mr.  Gret.  In  Chicago. 

Mr.  Beall.  Who  else? 

jNIr.  Geey.  The  dealers  in  San  Francisco  generally  have  discon- 
tinued bidding  against  the  Shelby  Steel  Tube  Co. 

Mr.  Beall.  Why? 

Mr.  Grey.  Eecognizing  their  inability  to  buy  tubes  from  them 
when  they  were  direct  competitors.  And  I  have  been  asked  more 
than  once  why  I  did  not  give  up,  knowing  that  they  have  me. 

Mr.  Beall.  You  think,  then,  that  it  is  the  established  policy  of  the 
Shelby  Steel  Tube  Co.,  where  anybody  else  bids  against  them  in 
competition  for  a  contract  for  some  specified  articles,  and  that  com- 
petitor is  successful,  that  they  refuse  to  furnish  that  competitor  with 
those  articles  upon  which  they  put  in  a  bid  themselves? 

Mr.  Ctrey.  I  can  only  <ay  that  that  is  the  case  so  far  as  I  am  indi- 
vidually concerned. 

Mr.  Beall.  You  said  something  about  a  hypothetical  case  that  you 
l)ut  to  Mr.  Gardner.  I  did  not  understand  it  exactly.  Who  wa'S  it 
bid  $1  below  your  bid?  I  do  not  ask  for  the  name,  but  was  it  the 
party  that  gave  you  the  estimate  that  came  $1  under  you,  ov  a  sup- 
])osed  competitor  of  that  corporation  or  company  ? 

Mr.  Grey.  It  was  the  manufacturer  who  gave  me  the  price  for  the 
purpose  of  my  bid;  only  a  week  ago. 

Mr.  Beall.  A  manufacturer  gave  you  an  estimate  of  so  many 
thousand  dollars  for  furnishing  certain  supplies  to  the  Govern- 
ment ? 

Mr.  Grey.  He  gave  me  an  absolute  price, 

Mr.  Beall.  He  gave  you  a  price? 

Mr.  Grey.  Yes. 

Mr.  Beall.  And  you  put  in  your  bid  at  that  price  ? 
'  Mr.  Grey.  Yes;  I  put  in  my  bid  at  that  price,  without  any  profit 
to  myself. 

Mr.  Beall.  And  that  particular  manufacturer  also  put  in  a  bid  ? 

Mr.  Grey.  Yes,  sir. 

^Ir.  Beall.  Putting  it  $1  imder  your  price,  as  I  understand  ? 

Mr.  Grey.  $1  under  mine.  Here  is  the  telegraphic  information  of 
yesterday. 

Mr.  Beall.  $1  under  your  price? 

Mr.  Grey.  Yes. 

Mr.  Reed.  I  did  not  hear  the  witness  say  whether  or  not  that  was 
the  Shelby  Steel  Tube  Co. 

Mr.  Beall.  I  did  not  ask  him. 

Mr.  Grey.  It  is  not  the  Shelby  Steel  Tube  Co. 

Mr.  Beall.  I  did  not  know  whether  or  not  he  had  any  objection  to 
telling. 

Mr.  Grey.  I  do  not  know  where  the  Shelby  Steel  Tube  Co.  com- 
mences or  ends  in  these  purchases  of  steel  tubes. 
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Mr.  Beall.  I  thought  you  cited  that  case  to  Mr.  Gardner  as  evi- 
dence showing  that  there  was  a  combination;  that  there  was  some 
connection  between  this  particular  concern  and  the  Shelby  Steel  Tube 
Co.,  or  the  United  States  Steel  Corporation.  If  you  cited  that  inci- 
dent as  evidence  of  that  kind,  I  fail  to  see  how  that  establishes  any- 
thing. 

Mr.  Gbey.  Shall  I  tell  you  what  I  think  is  the  situation? 

Mr.  Beall.'  You  may. 

Mr.  Grey.  I  deduce  from  that  telegram  and  the  circumstance  that 
this  manufacturer,  who  quotes  me  a  price  for  the  purpose  of  my  bid, 
at  the  opening  of  the  bid  himself  bids  $1  less  than  my  bid,  that  the 
only  purpose  in  giving  me  the  quotation  is  to  placate  me,  to  comply 
with  the  moral  bbligation  in  the  matter  to  defeat  me  in  the  end ;  that 
there  is  a  conspiracy  on  the  part  of  the  Shelby  Steel  Tube  Co.  and 
its  kindred  manufacturers  to  keep  such  men  as  myself  from  furnish- 
ing any  of  their  products,  and  to  furnish  them  directly  themselves ;  and 
that,  in  pursuance  of  that  understanding  or  aim,  they  may,  as  seems 
to  be  indicated  by  this  case  of  yesterday,  give  such  men  as  myself  a 
quotation  with  the  idea  that  if  he  can  add  anything  to  that  he  is 
welcome,  and  if  he  does  not  add  anything  to  that  they  will  get  the 
contract  by  bidding  a  still  lower  price  for  the  contract. 

Mr.  Beall.  At  the  time  you  solicited  that  estimate,  did  you  know 
that  concern  was  likely  to  put  in  a  bid  ? 

Mr.  Geey.  I  did  not  think  so.  I  telegraphed  them  at  the  expense 
of  136  words,  giving  full  information  and  asking  for  a  price,  and 
the  answer  came  to  my  office  giving  no  indication  that  they  intended 
to  put  in  a  bid  themselves;  but  at  the  opening  of  the  bids  they  had 
discovered  what  these  tubes  were  for,  where  they  were  going,  and 
they  defeated  me  in  my  purpose  of  getting  the  business. 

Mr.  Gardner.  Do  you  know  that  they  did  not  bid  before  they  gave 
you  that  information?  Do  you  know  whether  they  determined  to 
bid  before  they  gave  you  the  information? 

Mr.  Grey.  The  prices  they  gave  me  were  on  January  16,  and  the 
bid  which  they  submitted  was  January  22.  They  submitted  their  bid 
on  January  22. 

Mr.  Gardner.  They  submitted  their  bid  six  days  later  than  the 
time  they  gave  you  the  information? 

Mr.  Grey.  Yes. 

Mr.  Gardner.  I  think  you  have  established  that  they  played  you  a 
very  mean  trick. 

Mr.  Grey.  I  do  not  know  what  to  think  of  it. 

Mr.  Gardner.  I  should  like  to  find  out  who  that  firm  is. 

Mr.  Grey.  I  will  tell  you  in  confidence. 

Mr.  Beall.  Since  1906,  when  you  have  come  to  bid  upon  these 
Government  contracts,  has  the  amount  of  your  bids  been  mfluenced 
at  all  by  the  recollection  of  the  experience  you  had  in  1906,  and  the 
fear  of  a  recurrence  of  an  experience  like  that? 

Mr.  Grey.  Absolutely ;  yes,  sir.  I  have  had  to  protect  myself  by 
bidding  a  higher  price  than  I  would  otherwise  if  I  thought  I  could 
get  the  Shelby  Steel  Tube  Co.  to  furnish  the  tubes  for  a  reasonable 
price. 

Mr.  Beall.  You  would  have  been  able  to  supply  them  to  the  Gov- 
ernment at  a  cheaper  price? 
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Mr.  Geey.  I  would  have  been  able  to  offer  a  cheaper  bid ;  yes. 

Mr.  Gardner.  I  think  you  should  establish  the  connection  in  some 
way  or  other  between  this  concern  and  the  Shelby  Steel  Tube  Co.  or 
the  United  States  Steel  Corporation. 

Mr.  Gret.  "Whether  they  are  a  part  of  the  trust  or  whether  they 
are  not  I  do  not  know. 

Mr.  Gardner.  Are  they  manufacturers? 

Mr.  Gret.  Yes,  sir. 

Mr.  Gardner.  It  is  easy  to  ascertain  whether  they  are  a  part  of  the 
trust.  It  is  not  so  easy  to  ascertain  whether  they  are  standing 
under  the  same  umbrella.  Give  me  the  name  and  I  can  tell  at  once 
whether  they  are  a  part  of  the  trust,  so  far  as  organization  is  con- 
cerned. 

Mr.  Grey.  May  I  give  it  to  you  privately? 

Mr.  Gardner.  Yes. 

Mr.  Reed.  I  think  the  color  of  the  cat  depends  a  good  deal  on 
one's  point  of  view,  anyway. 

Mr.  Gardner.  Very  likely. 

Mr.  Grey  thereupon  gave  Mr.  Gardner  the  name  requested,  pri- 
vately. 

Mr.  Gardner.  I  am  unable  to  say  whether  it  is  a  part  of  the  trust 
or  whether  it  is  not.  At  all  events,  the  name  does  not  appear  here 
in  this  book;  but  of  course  there  has  been  a  good  deal  or  reorgani- 
zation. 

The  Chairman.  There  are  frequently  interlocking  directors. 

Mr.  Gardner.  Has  anybody  a  directory  of  directors  here? 

The  Chairman.  No.    I  do  not  believe  there  is  a  copy  here. 

Mr.  Grey.  If  I  may  be  allowed  a  moment  of  liberty,  I  wish  to 
say  that  I  am  endeavoring  to  continue  in  the  business  to  which  I 
have  devoted  the  best  part  of  my  life,  that  of  a  dealer  in  iron  and 
steel  products,  and  I  see  no  reason  why,  if  my  default  in  this  case 
was  brought  about  by  circumstances  in  restraint  of  trade,  I  should 
be  driven  off  the  face  of  the  earth,  so  to  speak.  I  desire  to  do  what 
is  right  and  to  continue  in  my  legitimate  business.  If  the  Shelby 
Steel  Tube  Co.  does  not  want  to  sell  to  me,  I  do  not  wish  to  oblige 
them  to  do  so;  but  I  think  I  am  entitled  to  the  liberty  of  buying 
my  material  from  any  concern  within  my  Imowledge,  and  to  find 
myself  in  this  situation  yesterday  is  a  very  peculiar  predicament. 
When  a  man  has  been  in  business  as  long  as  I  have,  whose  reputa- 
tion for  the  last  26  years  in  San  Francisco  has  known  no  smirch  and 
whose  ability  to  pay  his  bills,  be  he  middleman  or  not,  is  not  ques- 
tioned, I  see  no  reason  why  he  can  not  buy  boiler  tubes  in  this 
country. 

The  Chairman.  Are  you  permitted  to  buy  them  abroad? 

Mr.  Grey.  I  could  not  buy  these  boiler  tubes  abroad,  for  the  rea- 
son that  they  must  be  of  American  manufacture  and  must  be  in- 
spected at  the  place  of  manufacture  by  United  States  Navy  officers. 

The  Chairman.  Mr.  Grey,  let  me  see  if  I  catch  your  testimony 
correctly.    I  want  to  get  the  gist  of  it. 

As  I  understand,  about  the  year  1901  or  1902  you  found  great  diffi- 
culty in  purchasing  boiler  tubes  and  like  articles  from  the  Shelby 
Steel  Tube  Co.,  notwithstanding  the  fact  they  had  previously  so- 
licited your  business? 
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Mr.  Grey.  Yes,  sir. 

The  Chairman.  Did  this  company  and  their  immediate  vendees, 
these  wholesalers  from  whom  you  attempted  to  buy  tubes,  continue 
to  embarrass  you  and  throw  obstacles  in  your  way  from  1902  to 
1904?    Was  that  a  continuing  thing? 

Mr.  Grey.  Obstacles  were  thrown  in  my  way,  but  I  could  not  tell 
you  positively  the  sources  from  which  they  arose. 

The  Chairman.  By  this  or  that  or  the  other  refusal  to  sell  to  you  ? 

Mr.  Gkey.  Yes. 

The  Chairman.  How  long  was  it  that  you  found  yourself  embar- 
rassed by  this  habit  on  the  part  of  nominally  independent  dealers, 
or  people  holding  themselves  out  to  the  world  as  selling  to  all  pur- 
chasers, of  forwarding  your  correspondence  to  the  Shelby  Steel 
Tube  Co.  ? 

Mr.  Grey.  From  1902  until  1906. 

Mr.  Gardner.  How  many  instances  of  that  kind  were  there? 

Mr.  Grey.  I  should  say  a  great  many. 

The  Chairman.  Since  1906,  are  you  forced  to  purchase  these  tubes 
indirectly?  You  say  you  have  to  go  in  a  circuitous  route  to  get 
them.     What  do  you  mean  by  that  ? 

Mr.  Grey.  That  I  have  to  buy  them  through  other  dealers. 

The  Chairman.  When  you  buy  these  tubes  and  make  your  con- 
tract for  them  with  the  dealer,  the  Steel  Tube  Co.  has  no  knowledge 
that  you  are  the  purchaser  ?     Is  that  so  ? 

Mr.  Grey.  Perhaps  not  the  ultimate  purchaser,  but  they  can  find 
out  by  an  investigation. 

The  Chairman.  After  you  make  a  contract  with  the  dealer,  he 
makes  a  contract  with  the  manufacturer,  does  he  not  ? 

Mr.  Grey.  Yes. 

The  Chairman.  And  it  is  only  after  the  contract  is  made  with  the 
original  manufacturer  that  the  inspector  goes  to  the  plant? 

Mr.  Grey.  Yes. 

The  Chairman.  So  that  when  your  inspector  does  go  to  the  Shelby 
Steel  Tube  Co.,  even  if  they  know  that  these  tubes  are  ultimately 
destined  for  your  use,  or  for  your  contract,  it  is  too  late  for  them  to 
interpose  any  objection,  because  you  have  already  closed  your  con- 
tract.    Is  that  so? 

Mr.  Grey.  And  if  they  have  already  compromised  themselves  by 
quoting  and  agreeing  to  sell  these  tubes,  it  is  too  late  for  them  to 
withdraw. 

The  Chaiejian.  So,  that  if  you  do  get  tubes  now  from  the  Shelby 
Steel  Tube  Co.,  they  are  not  willingly  sold  to  you,  but  are  obtained 
by  you  by  means  of  intermediaries  over  which  they  have  no  absolute 
control  ? 

Mr.  Grey.  Yes,  sir. 

Mr.  Beall.  Something  has  been  said  about  the  thickness  of  these 
tubes  departing  to  a  small  extent  from  the  standard  thickness.  Was 
there  anything  in  that  fact  that  would  justify  them  in  refusing  to 
sell  to  you  in  1906  ? 

Mr.  Grey.  Not  at  all;  no.  The  difference  between  a  commercial 
quality  tube  and  one  required-  by  the  Navy  was  in  the  increased 
thickness  required  by  the  Navy.    . 
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Mr.  Beall.  Is  there  any  increased  cost  in  the  manufacture  of 
tubes  of  that  kind  as  compared  with  the  standard  tubes  ? 

Mr.  Grey.  Yes. 

Mr.  Beall.  How  much? 

Mr.  Geey.  Speaking  as  a  dealer,  I  should  say  about  10  per  cent. 

Mr.  Be.vll.  That  was  a  Avell-understood  difference  in  cost? 

Mr.  Grey.  Yes. 

Mr.  Beall.  But  there  was  nothing  in  the  physical  construction  of 
the  tube  that  ^ould  prevent  them  from  accepting  you  as  a  customer 
for  that  kind  of  tube  as  well  as  for  any  other  kind  ? 

Mr.  Grey.  Nothing  whatever. 

Mr.  Beall.  They  were  the  makers  of  both  kinds  ? 

Mr.  Grey.  Yes,  sir;  the  Shelby  and  the  National  Steel  Tube  Cos. 
together. 

The  Chairman.  Are  there  many  dealers  in  the  United  States  to- 
day who  do  bid  on  Government  contracts  of  this  kind? 

Mr.  Grey.  Very  few. 

The  Chairman.  About  how  many  such  dealers  are  there?  I  want 
to  call  your  attention  to  this,  Mr.  Gardner. 

Mr.  Gardner.  I  was  looking  up  this  question  of  interlocking  di- 
rectors. As  far  as  I  have  found,  there  are  none  of  the  directors  of 
the  United  States  Steel  Corporation  who  are  directors  in  that  com- 
pany, the  name  of  which  was  given  to  me  by  Mr.  Grey. 

The  Chairman.  I  asked  if  there  were  many  persons  or  dealers  or 
middlemen  of  any  kind  now  bidding  on  Government  contracts  for 
supplies  for  battleships  and  other  like  material. 

Mr.  Grey.  As  far  as  boiler  tubes  are  concerned  and  the  local  con- 
ditions in  San  Francisco,  of  which  I  may  speak  with  authority,  there 
are  practically  none  except  myself. 

The  Chairman.  If  you  should  be  eliminated  from  the  trade  and 
no  longer  make  bids  to  the  Government  for  supplying  boiler  tubes 
and  other  such  materials,  would  there  be  &ny  other  bidder  for  these 
materials  to  be  furnished  to  the  Mare  Island  Navy  Yard  and  other 
points  along  the  Pacific  coast  except  the  manufacturers  themselves 
or  the  manufacturer  himself? 

Mr.  Grey.  I  believe  not.  It  seems  to  be  getting  to  be  a  business 
now  with  the  manufacturer  and  the  consumer.  There  is  no  place 
for  a  dealer  any  longer  in  the  business. 

The  Chairman.  I  oelieve  the  law  proA'ides  that  supplies  for  Amer- 
ican battleships  shall  not  be  purchased  in  any  foreign  market.  Is 
that  correct? 

Mr.  Lotjghran.  That  is  right. 

The  Chairman.  Then  if  you  and  one  or  two  others,  perhaps,  were 
eliminated  for  the  furnishing  of  supplies  to  our  battleships  the 
manufacturers  of  those  supplies  would  be  the  sole  sources  of  supply 
to  this  Government,  without  competition? 

Mr.  Grey.  Yes,  sir. 

Mr.  Gardner.  Are  they  not  the  sole  source  now?  What  I  mean 
to  saj'  is  this:  Is  there  any  special  advantage  to  the  Government  in 
having  some  company  bid  themselves,  or  bid  through  a  middleman? 
That  is  not  competition,  if  he  expects  to  buy  materials  from  the 
manufacturer.  It  would  seem  to  be  the  natural  evolution  of  things 
for  manufacturers  to  bid  direct,  would  it  not? 
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The  Chairman.  I  do  not  so  understand.  They  bid  for  a  great 
many  things  in  addition  to  that. 

The  physical  characteristics  of  these  tubes,  with  a  slight  difference 
in  thickness,  are  just  like  those  of  the  merchantable  tubes  that  are  sold 
generally  ? 

Mr.  Gkey.  Yes. 

The  Chairman.  If  a  man  who  was  acquainted  with  prices,  and 
was  acquainted  with  the  merchantable  tubes  which  were  sold  with 
some  competition,  should  call  the  attention  of  the  Government  to 
the  difference  between  the  price  it  is  paying  and  the  price  for  prac- 
tically the  same  tube  on  the  market,  generally,  and  could  induce  the 
Government  to  accept  merchantable  tubes  for  its  use,  that  would 
tend  to  lower  the  price  of  the  tubes  to  the  Government,  would  it  not  ? 

Mr.  Grey.  Yes,  sir ;  it  would. 

In  other  words,  if  the  Government  were  willing  to  waive  its  right 
to  itself  inspect  and  approve  the  tensile  tests  and  tests  of  the  chemi- 
cal contents  of  the  metal  going  into  the  finished  tubes,  they  could 
buy  them  cheaper,  undoubtedly.  The  merchantable  quality  of  tube  be- 
ing vouched  for  only  by  the  manufacturer  himself,  the  Government 
is  not  willing  to  take  his  sole  word  for  it,  but  sends  its  inspectors 
to  the  place  of  manufacture,  in  order  that  they  may  also  be  able  to 
say  that  these  tubes  are  as  required  by  the  standard  for  their  battle- 
ships.   That,  undoubtedly,  costs  a  trifle  more  money. 

Mr.  Danforth.  How  does  it  help  the  Government  in  getting 
cheaper  or  better  materials  to  receive  bids  through  a  middleman, 
commission  merchant,  a  dealer,  or  whatever  j'ou  please  to  designate 
the  man  who  bids,  instead  of  from  the  manufacturer  direct  ? 

Mr.  Grey.  I  think  that  I  have  been  the  indirect  means — perhaps 
the  unfortunate  means — of  saving  a  good  many  dollars  to  the  Gov- 
ernment on  occasions.  Such  men  as  myself — dealers  in  the  busi- 
ness— have  a  right  to  make  our  own  living,  and  we  have  a  right  to 
compete  under  any  kind  of  conditions  or  difficulties. 

There  is  this  to  be  said,  that  at  times  I  have  been  able  to  bid  on 
materials  required  by  the  Government  a  lower  price  than  even  a 
manufacturer,  but  I  do  it  at  my  own  risk.  There  is  an  element  of 
danger. 

The  Chairman.  As  in  1906? 

Mr.  Grey.  If  I  should,  as  I  did  in  that  case,  bid  a  price  which 
would  seem  to  be  indefensible  on  my  part  and  should  not  be  able 
to  buy  those  tubes  ultimately  at  the  price  of  my  bid,  it  is  my  business 
to  make  good  the  difference ;  and  I  do  so. 

If  you  eliminate  all  the  dealers  from  this  business,  you  have  then 
the  principal  manufacturers  only— and  I  believe,  as  regards  seamless 
steel  tubing,  you  have  but  one  manufacturer  in  this  country  for  the 
Government  quality  of  seamless  tubes— and  it  would  give  them  the 
right  and  the  opportunity  to  bid  any  price  they  pleased  for  furnish- 
ing that  product  to  the  Government.  Indeed  I  can,  if  you  wish  to 
cross-question- me  on  that  point,  show  you  in  what  relation  the  dealer 
stands  to  the  manufacturer  at  times  in  that  matter. 

Mr.  Danforth.  But  the  dealer,  the  middleman — I  use  that  term 
as  describing  the  man  who  intervenes  between  the  purchasers,  the 
ultimate  consumer,  and. the  manufacturer— can  not  keep  on  bidding 
lower  than  the  manufacturer.    He  must  make  a  profit  or  not  live. 

17042— Xo.  39—12 5 
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How  does  the  Government  make  any  money  out  of  providing  a 
means  of  sustenance  to  that  middleman  ?  I  am  not  now  bothering 
myself  about  your  right  or  privilege  to  make  a  living  in  this  particu- 
lar business.  I  can  not  see,  myself,  how  the  Government  benefits 
by  that. 

In  regard  to  there  being  only  one  corporation  who  could  furnish 
these  tubes,  IMr.  Herbert  Knox  Smith  in  his  report  states  that  the 
percentage  of  seamless  tubing  manufactured  by  manufacturers  other 
than  the  Steel  Corporation  is  increasing  each  year;  that  it  was  over 
one-third  in  1906 ;  and  that  now,  as  I  remember  it,  it  is  over  40  per 
cent — or  was  in  1910. 

Mr.  Reed.  It  was  45  per  cent  in  1910,  Mr.  Danforth. 

Mr.  Danforth.  It  was  over  40  per  cent,  I  remember.  How  do  you 
account  for  those  two  things  ? 

Mr.  Geet.  I  wish  the  gentleman  in  question  had  pursued  his  inves- 
tigations a  trifle  further,  to  find  out  what  was  the  proportion  of 
Government  tubes  furnished  by  the  trust  and  the  outside  competitors. 

Mr.  Danfoeth.  That  table  does  not  cover  that. 

The  Chairman.  I  wish  you  would  explain  that. 

Mr.  Grey.  I  believe  that  in  the  period  covered  by  1906  there  was 
but  one  manufacturer  in  this  country  who  was,  by  understanding  or 
by  willingness,  however  it  may  appear,  able  to  or  who  did  furnish 
seamless  tubes,  inspected  at  a  place  of  manufacture  by  the  Govern- 
ment ;  and  that  was  the  Shelby  Steel  Tube  Co. 

Mr.  Gardner.  Were  there  not  other  bidders  ?  Of  course,  the  only 
ones  who  furnished  tubes  were  the  men  who  got  the  lowest  bid. 
Were  there  not  any  other  bidders  in  1906? 

Mr.  Grey.  No,  sir.  The  local  bidders  have  dropped  out  of  the 
business  entirely. 

Mr.  Gardner.  Had  they  in  1906? 

Mr.  Grey.  It  seems  so.  There  was  only  one  other  bidder  whose 
price  was  higher  than  mine. 

Mr.  Gardner.  There  were  three  bidders,  were  there  not? 

Mr.  Grey.  The  Shelby  Steel  Tube  Co.  and  two  others. 

'Mr.  Gardner.  Going  back  to  the  year  1900,  how  many  bidders 
would  there  have  been  in  1900? 

Mr.  Grey.  Any  number. 

Mr.  Gardner.  That  is,  you  mean'  10  or  20  ? 

Mr.  Grey.  As  many  as  might  be  invited. 

Mr.  Gardner.  As  a  matter  of  fact,  did  a  good  many  respond  to 
that  invitation? 

Mr.  Grey.  Yes,  sir;  nearly  all. 

IVIr.  Gardner.  Were  they  all  dealers,  or  did  the  manufacturers  of 
1900  bid?  Was  it  the  custom  for  the  manufacturers  to  bid,  or  did 
they  allow  the  dealers  to  do  the  bidding? 

Mr.  Grey.  It  was  the  custom  to  let  the  dealers  do  the  bidding 
in  the  matter  of  local  purchases  for  the  Mare  Island  Navy  Yard. 

'Sir.  Gardner.  That  was  by  arrangement  between  the  manufac- 
turers and  the  dealers,  in  order  to  keep  their  custom,  I  suppose? 

Mr.  Grey.  I  believe  it  was  due  to  the  beneficence  of  our  Govern- 
ment to  distribute  its  patronage  over  the  various  cities  of  the  United 
States,  and  not  confine  all  the  purchases  to  one  point. 
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Mr.  Gardner.  That  is  to  say,  the  purchases  were  not  awarded 
strictly  on  economic  grounds,  but  they  were  made  with  some  con- 
sideration for  the  territory  where  the  bid  was  awarded  ? 

Mr.  Grey.  I  presume  that  to  be  the  case.  Taking  myself  as  an 
illustration,  I  think  that  the  business  of  the  Government,  such  as  is 
established  by  the  Mare  Island  Navy  Yard,  should  be  of  some  benefit 
to  the  city  of  San  Francisco  in  particular. 

Mr.  Gardner.  You  feel  that  San  Francisco  should  have  a  greater 
benefit  from  it  than  Milwaukee,  for  example? 

Mr.  Gret.  Yes ;  I  think  it  should  have  some  of  it. 

Mr.  Gardner.  I  do  not.  I  do  not  feel  that  New  York  should 
have  any  greater  expenditure  from  the  customs  receipts  because  the 
customhouse  happens  to  be  situated  there.  Still,  I  admit  that  in 
the  past  the  purchasing  agents  of  the  Government  did  take  into 
account  that  strong  local  demand  for  consideration. 

Mr.  Gbey.  May  I  supplement  my  reason  for  saying  that? 

Mr.  Gardner.  Yes. 

Mr.  Grey.  The  dealers  in  San  Francisco  are  expected  to  keep  a 
supply  of  material  on  hand,  not  only  for  their  own  uses,  but  to  pro- 
vide such  material  as  the  Government  may  need  for  its  emergencies. 
If  there  were  no  dealers  in  San  Francisco,  the  Government's  im- 
mediate necessities  could  not  be  provided.  It  takes  a  long  time  to 
manufacture  these  things.  Here  is  an  instance  that  has  been  re- 
ferred to  to-day  where  the  Shelby  Steel  Tube  Co.  wanted  150  days 
to  furnish  the  tubes  in  1906. 

Mr.  Gardner.  You  say  the  dealers  there  keep  a  stock  on  hand  ? 

Mr.  Grey.  There  are  dealers  who  keep  a  stock  on  hand.  I  have 
done  so  many  times  in  a  great  many  things  that  I  thought  I 
could  sell. 

Mr.  Gardner.  Have  you  a  large  store  ? 

Mr.  Grey.  No  ;  I  do  not  have  any  more. 

Mr.  Gardner.  When  did  you  have? 

Mr.  Grey.  I  never  had  a  large  store.  I  have  had  goods  in  the  ware- 
house. I  do  not  sell  at  retail.  I  sell  to  the  consumers  generally  on 
the  coast. 

Mr.  Gardner.  You  absolutely  buy  a  large  stock  of  goods  to  sell 
them  to  whoever  is  ready  to  purchase  them  ? 

Mr.  Grey.  I  buy  them,  store  them  in  the  warehouse,  and  have  ac- 
cess to  the  stocks. 

Mr.  Gardner.  What  is  the  biggest  stock  of  goods  you  ever  had 
on  hand  ? 

Mr.  Grey.  Of  my  own,  $10,000. 

Permit  me  to  say,  in  my  connection  as  a  dealer  in  San  Francisco, 
I  do  represent  one  concern  as  its  bona  fide  agent  in  the  territory 
Imown  as  the  Mare  Island  and  Puget  Sound  Navy  Yards.  They  have 
a  very  large  stock  of  steel  in  San  Francisco — perhaps  $200,000 
worth — on  hand  and  on  the  way. 

Mr.  Gardner.  "V\'nhiat  is  that  concern  ? 

Mr.  Grey.  It  is  the  Midvale  Steel  Co.,  of  Philadelphia.  I  can  not 
call  myself  by  any  manner  of  calculation  a  middleman,  selling  on 
commission.    I  never  sold  anything  on  commission  in  my  life. 

Mr.  Young.  What  is  your  arrangement  with  the  Midvale  Co.  ?  Do 
they  give  you  a  salary  ? 
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Mr.  Grey.  No,  sir. 

]\'Ir.  Young.  How  are  you  compensated  for  what  you  do  for  them? 

Mr.  Geet.  I  buy  outright  this  material. 

Mr.  you]\-G.  I  thought  you  said  you  acted  as  their  agent — as  the 
agent  for  the  Midvale  Steel  Co. 

Mr.  Gkey.  Yes.  sir. 

Mr.  Young,  llien,  if  you  buy  outright  from  them,  you  would 
hardly  be  their  agent. 

Mr.  Grey.  I  am  in  this  sense,  that  I  do  buy  outright  any  orders 
which  I  may  secure  for  the  Mare  Island  Navy  Yard  and  for  the 
Puget  Sound  Navy  Yard  of  certain  materials. 

"  Mr.  Gardner.  You  buy  from  them  and  sell  at  what  price  you 
please? 

Mr.  Grey.  Yes,  sir;  at  what  price  I  please,  but  at  a  reasonable 
price. 

•Mr.  Gardner.  I  do  not  want  to  diverge  into  a  question  of  what  is  a 
reasonable  or  an  unreasonable  price.  Everybody  thinks  the  price  he 
gets  reasonable  and  everybody  thinks  the  price  he  has  to  pay  is  un- 
reasonable. What  I  mean  to  say  is  this :  Did  you  quote  the  prices  at 
which  you  sold  the  goods  to  the  Midvale  Co.  before  you  bought  them 
from  the  Midvale  Co.  ? 

Mr.  Grey.  Our  offices  adjoin.    There  is  no  secrecy  between  us. 

Mr.  Young.  Who  fixes  the  price  ?    Do  3'ou  fix  the  price,  or  do  they  ? 

Mr.  Grey.  I  do. 

Mr.  Gardner.  On  consultation  with  them? 

Mr.  Grey.  Occasionally. 

Mr.  Gardner.  Not  habitually? 

Mr.  Grey.  Not  necessarily. 

Mr.  Young.  But  generally? 

Mr.  Grey.  Generally. 

Mr.  Gardner.  In  the  case  of  anything  except  regular  standard 
goods  do  you  not  always  consult  them  ? 

Mr.  Grey.  Yes,  sir. 

The  Chairman.  Does  it  require  much  skill  to  know  about  the  trans- 
portation of  these  orders,  and  all  that  sort  of  thing? 

Mr.  Grey.  I  should  say  it  did. 

The  Chairman.  And  assembling  the  material  and  the  means  by 
which  it  is  to  be  obtained,  and  so  on? 

Mr.  Grey.  I  should  say  it  did.  It  requires  special  skill  in  this 
particular  line  of  business. 

The  Chairman.  What  distance  do  you  transport  that  freight  to 
assemble  it? 

Mr.  Grey.  From  one  end  of  the  continent  to  the  other. 

I  thought  I  might  be  allowed,  Mr.  Chairman,  to  show  my  relation 
in  this  contract  to  that  of  the  Shelby  Steel  Tube  Co.,  but  I  have  not 
been  questioned  on  that  line.  That  is  the  sole  purpose  of  my  coming, 
as  I  had  expected,  from  San  Francisco,  before  your  committee.  I 
thought  you  wished  to  draw  me  out  on  my  bid  here  as  regards  how 
I  obtained  the  price  which  I  inserted  for  these  boiler  tubes,  and  how 
I  expected 

The  Chairman.  How  did  you  determine  what  was  a  reasonable 
price  for  them  ?  I  want  to  know  whether  you  exercised  due  diligence 
or  whether  you  just  simply  made  a  mistake — an  error — in  bidding 
too  low  or  whether  you  acted  through  good  judgment  ? 
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Mr.  Grey.  My  bid  was  at  that  time  $1,113  lower  than  that  of  the 
Shelby  Steel  Tube  Co.  That  is  one  case,  at  least,  where  the  dealer 
was  of  advantage  to  the  Government. 

Mr.  Gabdnee.  But  you  could  fairly  offset  that  against  the  bid  in 
October,  1911,  where  the  manufacturer  kept  the  dealer  down? 

Mr.  Grey.  Yes.  That  is  why  I  think  the  two  elements  are  desirable 
to  be  kept  going. 

I  think  my  prices  at  that  particular  period  were  not  only  conserva- 
tive, but  that  they  were  rather  liberal  to  myself  on  that  particular 
contract. 

I  have  reason  to  know  that  the  price  of  commercial  standard  tubes 
in  this  country  used  all  over  the  country  had  declined,  between  1904 
and  1906,  40  per  cent ;  and  I  should  suppose  that,  in  sympathy  with 
the  price  of  those  tubes,  the  same  tubes,  excepting  for  the  additional 
thickness,  would  likewise  proportionately  decrease  in  their  cost  to  the 
Government.    This  seems  not  to  have  been  the  case. 

I  am  charged  with  having  made  a  price  here  which  could  not  be 
considered  reasonable.  I  want  to  say  this,  if  I  am  permitted,  that  the 
price  which  I  quoted  was  $4,385,  which  was  based  on  a  previous  bid, 
as  the  Secretary  of  the  Navy  has  told  you,  not  cjuite  three  years  but 
a  little  more  than  two  years  previous.  Taking  into  consideration  the 
fluctuations  of  the  market,  the  price  at  which  I  offered  these  tubes, 
$4,385,  is,  in  my  estimation  and  experience,  about  a  thousand  dollars 
higher  than  I  ought  to  have  offered  it ;  but,  with  the  elements  of  risk 
confronting  me,  my  inability  to  buy  these  tubes  with  the  knowledge 
of  the  Shelby  Steel  Tube  Co.,  if  they  were  known  to  be  for  me,  and 
the  difficulties  with  which  I  found  myself  surrounded  from  other 
sources,  it  seems  to  me  that  I  was  obliged  to  protect  myself  in  this 
way. 

The  bid  of  the  Shelby  Steel  Tube  Co.  was  $5,498,  showing  an  in- 
crease in  their  price  to  the  Government  of  55  per  cent  over  their 
previous  bid  three  years  ago. 

You  may  use  that  information  as  a  fact,  and  as  coming  from  me, 
for  what  is  may  be  worth.  I  offered  no  suggestions  as  to  the  meaning 
of  tlie  increase  of  the  price  of  that  commodity  to  the  Government — 56 
per  cent  in  three  years. 

The  Chairman.  That  is  all. 

Mr.  Loughran.  Is  the  witness  to  be  excused? 

The  Chairman.  If  we  have  no  further  questions  by  members  of 
the  committee. 

Mr.  Loughran.  I  would  like  to  have  it  understood  whether  these 
papers  that  have  been  referred  to  are  to  be  filed  as  exhibits  or  copied 
by  the  reporter? 

The  Chairman.  They  will  appear  in  the  record.  The  originals  will 
be  returned  to  you. 

Whereupon,  at  3  o'clock  p.  m.,  the  committee  adjourned  until  Mon- 
daj',  January  29, 1912,  at  10.30  a'clock  a.  m. 
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Committee  on  Investigation  of  the 

United  States  Steel  Corporation, 

House  or  Representatives, 

Monday,  January  B9,  1912. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

The  Chairman.  We  are  ready  to  proceed,  gentlemen.  Mr.  Bran- 
deis,  you  may  proceed  with  your  preliminary  statement. 

STATEMENT  OF  lOUIS  D.  BRANDEIS,  ESQ. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Brandeis.  I  desire,  Mr.  Chairman  and  gentlemen  of  the  com- 
mittee, to  call,  to  your  attention  certain  facts  and  considerations  bear- 
ing specifically  upon  the  labor  policy  of  the  United  States  Steel 
Corporation. 

Mr.  Littleton.  "Would  you  prefer  to  stand  or  sit,  Mr.  Brandeis? 

Mr.  Brandeis.  I  think  it  will  be  easier,  perhaps,  to  stand. 

Mr.  Littleton.  Very  well. 

Mr.  Reed.  Just  at  this  point,  Mr.  Chairman,  allow  me  to  interject 
an  objection  for  the  reason  that  the  resolution  under  which  this  com- 
mittee is  proceeding  authorizes  no  investigation  into  the  conditions  of 
labor  or  questions. 

Mr.  McGiLLicuDDT.  It  is  a  question  of  operations  of  the  United 
States  Steel  Corporation. 

The  Chairman.  The  committee  have  informally  discussed  that 
matter  and  it  has  been  discussed  by  the  Committee  on  Rules  prior  to . 
that  time,  and  under  the  language  of  this  resolution  on  the  question 
of  the  organization  of  the  Steel  Corporation  and  on  the  question  of  cost 
of  production,  the  cost  of  labor  being  incident  to  and  an  essential  part 
of-  production,  the  committee  were  of  opinion  that  it  is  sufficiently 
broad  as  a  resolution,  and  that  they  are  warranted  in  going  fully 
into  the  labor  question ;  so  that  matter  has  been  practically  decided. 

Mr.  Reed.  The  chairman  will  note  my  objection? 

The  Chairman.  Yes. 

You  may  proceed,  Mr.  Brandeis. 

Mr.  Brandeis.  I  am  glad  to  find,  Mr.  Chairman,  that  that  ques- 
tion is  open  for  full  discussion,  because  in  my  opinion  it  is,  of  all  of 
the  important  questions  which  your  committee  has  inquired  into, 
that  which  most  directly  affects  the  welfare  of  the  American  people, 
and  therefore  is  preeminently  a  question  of  national  importance. 
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That  is  true  not  only  on  account  of  the  large  number  of  employees 
of  the  Steel  Corporation — that  number  in  itself  comprises  an  ap- 
preciable percentage  of  the  working  people  of  America,  in  normal 
times  it  appearing  that  200,000  persons  are  employed  by  the  Steel 
Corporation — not  only  that,  but  there  is,  of  course,  indirectly  de- 
pendent upon  them  families,  and  families  in  large  number,  and  it  is 
possible  the  total  number  of  persons  directly  dependent  upon  the 
Steel  Corporation  for  their  sustenance  is  nearer  a  million. 

But  the  significance  of  the  question  is  by  no  means  limited  to  that 
number,  because  the  influence  of  the  Steel  Corporation  is  such,  in 
the  first  place,  in  the  steel  industry  itself,  that  what  it  does  in  respect 
to  labor  is  done  practically  by  all  in  the  industry. 

Nor  is  it  limited  to  the  steel  industry,  because  the  conspicuous  ex- 
ample of  the  Steel  Corporation,  with  its  extraordinary  connections, 
is  such  that  its  influence  is  widespread. 

In  view  of  that  importance  of  the  size  of  the  corporation  and  its 
great  power,  what  this  corporation  does  in  respect  to  labor,  what  its 
policy  is,  can,  not  fail  to  have  a  very  great  influence  upon  the  im- 
portance of  the  situation  as  to  labor,  and,  through  labor,  upon  the 
whole  situation  as  to  the  industrial  policy  of  this  country. 

We  have  heard  for  a  long  time  from  various  sources — possibly 
originating  in  the  single  source,  but  appearing  on  all  sorts  of  occa- 
sions— the  assertion  that  in  respect  to  labor  the  Steel  Corporation 
has  an  excellent  record;  that  its  effort  has  been  to  advance  the  inter- 
ests of  its  employees. 

Very  recently,  within  a  fortnight,  Judge  Gary,  whom  we  have  all 
come  to  regard  as  the  responsible  head  of  the  Steel  Corporation, 
stated : 

I  believe,  taking  everything  Into  account,  the  treatment  accorded  by  our 
corporation  to  its  employees  compares  favorably  with  that  of  any  line  of  In- 
dustry in  this  country  or  any  other  country  at  the  present  time  or  any  period 
In  the  history  of  the  world. 

Gentlemen,  that  is  a  great  challenge,  and  I  want  to  consider  with 
you  to  what  extent  that  statement  is  true,  and,  indeed,  what  the  ac- 
tual facts  are  as  to  the  treatment  of  labor. 

In  that  inquiry  we  are  fortunately  aided  by  the  very  careful,  able, 
and  thorough  investigation  made  under  the  direction  of  United 
States  Commissioner  of  Labor,  the  results  of  which  are  only  now 
being  made  public. 

The  first  question  in  considering  the  condition  of  labor  is,  and  to 
my  mind  must  be,  the  hours  of  labor.  No  matter  what  men  are  paid, 
no  matter  what  the  ordinary  conditions  may  be  under  which  they 
work,  the  first  question  must  be,  How  long  did  this  man  work? 
Because  not  only  does  the  excess  of  hours  of  labor  entail  upon  the 
individual  very  serious  consequences  in  respect  to  health  and  the 
ability  to  endure  labor  in  the  future,  but  the  effect  upon  the  com- 
munity as  a  whole  is  of  infinite  importance;  in  the  first  place,  in 
determining  what  is  the  time  that  is  left  to  the  individual  to  devote 
himself  to  the  needs  of  his  own  family,  to  aid  in  the  education  and 
the  bringing  up  of  his  children ;  and  in  the  second  placej  what  is 
the  time  that  is  left  to  the  individual  to  perform  those  duties  which 
are  incumbent  upon  him  as  a  citizen  of  a  free  country. 
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_  This  condifion  of  labor  to  which  Judge  Gary  challenges  our  atten- 
tion must,  first,  therefore,  be  regarded  with  reference  to  the  hours; 
and  what  is  that  result? 
This  report  of  the  Commissioner  of  Labor  states : 
During  May,  1910 — 

But  practically  the  same  is  true,  as  the  report  shows,  of  December. 
1911— 

During  May,  1910,  the  period  covered  by  this  investigation  Into  the  steel  in- 
dustry, 50,000  persons,  or  20  per  cent  of  the  153,000  employees  of  the  blast 
furnaces,  steel  works,  and  rolling  mills  covered  by  this  report  customarily 
vrorked  seven  days  per  week,  and  20  per  cent  of  them  worked  84  hours  or  more 
a  week,  which,  in  effect,  means  a  12-hour  working  day  every  day  in  the  week, 
including  Sunday. 

Consider  what  that  means,  to  work  12  hours.  It  does  not  mean 
to  have  12  hours  free,  because  of  the  remaining  12  hours 

Mr.  Sterling  (interposing).  Were  you  reading  from  the  com- 
missioner's report? 

Mr.  Bhandeis.  That  which  I  read  was  quoted  from  the  report  of 
the  Commissioner  of  Labor;  yes,  sir. 

That  12  hours  a  day  for  f  days  in  the  week  means  in  addition 
to  that  is  the  time  spent  by  the  individual  laborer  in  going  to  and 
from  his  work,  which,  according  to  the  location  of  his  home,  may 
mean  another  hour  or  sometimes  2  hours,  leaving  to  the  individual 

erhaps  11  hours,  perhaps  10  hours,  or,  under  certain  circumstances,  to 
e  given  to  sleeping,  to  meals,  and  to  such  attention — although  it  is 
irony  to  speak  of  it— that  he  may  give  to  his  family,  to  his  public 
duties,  to  say  nothing  of  the  pleasures  of  life. 

But,  as  the  Commissioner  of  Labor  points : 

This  hardship  of  12-hour  days  and  a  7-day  week  is  still  further  increased 
by  the  fact  that  every  week  or  two  weeks,  as  the  case  may  be,  when  the  em- 
ployees on  the  day  shift  are  transferred  to  the  night  shift,  and  vice  versa, 
employees  remain  on  duty  without  relief  either  18  or  24  consecutive  hours, 
according  to  the  practice  adopted  for  the  change  of  shifts.  The  most  common 
plan  to  effect  this  change  of  shift  is  to  work  one  shift  of  employees  on  the 
day  of  change  through  the  entire  24  hours,  the  succeeding  shift  working  the 
regular  12  hours  when  it  comes  on  duty. 

The  commissioner  then  goes  on  and  points  out  that  this  fortnightly 
change,  as  it  is  ordinarily  made,  involves  in  the  individual  the  neces- 
sity of  completely  changing  his  habits  of  life  as  to  sleep  and  as  to 
eating,  and  that  therefore  not  only  is  the  individual  subject  to  the 
hardship  of  84  hours  a  week,  but  he  is  subjected  to  the  additional 
hardship  of  being  obliged  to  make  that  change  fortnightly  in  his 
habits,  which  prevents  his  accustoming  himself  to  some  regular 
method,  and  therefore  heightens  the  evils  of  the  case. 

The  percentage  of  the  men  that  I  have  referred  to  appear  to  be 
even  more  serious  when  you  take  individual  departments  of  the  in- 
dustry. Let  us  consider,  for  instance,  the  blast-furnace  work.  In 
that  work,  according  to  the  Commissioner  of  Labor,  nearly  88  per 
cent  of  the  31,354  men  engaged  in  that  branch  of  the  industry  are 
subject  to  that  method  of  living. 

Judge  Gary  has  had  occasion  to  refer  to  this  criticism,  and  he 
says,  in  regard  to  it,  two  things  which  show,  to  my  mind,  the  utter 
^liability  of  the  corporation,  with  its  able  chairman,  to  regard  human 
beings  as  an  element  in  the  problems  committed  to  their  care.  ' 
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Keferring  to  the  fact  that  the  Department  of  Labor  is  investigat- 
ing this  subject,  he  says : 

If  those  qualified  to  pass  upon  the  question  reach  the  conclusion  that  12  hours 
of  such  labor  as  is  required  in  the  processes  of  steel  maiiufacture  is  exces- 
sive and  unreasonable,  the  United  States  Steel  Corporation  will  be  prompt  to 
make  a  change  in  this  respect,  as  it  has  been  diligent  In  instituting  many 
improvements  in  the  conditions  of  labor  in  the  industry. 

Think  of  that  situation,  Mr.  Chairman  and  gentlemen.  A  life  to 
which  thousands  and  thousands  of  our  fellow-citizens  have  been  sub- 
jected, working  7  days  a  week,  12  hours  a  day,  alternated  only  by 
days  of  24  hours  for  the  sake  of  getting  a  single  relief  of  a  day. 
Think  of  that  situation  that  the  members  of  the  Steel  Corporation 
and  the  eminent  chairman,  knowing  of  those  facts,  they  having  been 
called  to  his  attention,  are  unable  to  form  a  conception  of  human 
needs  and  human  suffering,  and  have  to  leave  it  to  you,  gentlemen, 
and  to  the  Commissioner  of  Labor,  to  determine  whether  that  is  the 
treatment  to  be  accorded  to  our  fellow  citizens. 

But  not  only  that,  Mr.  Chairman;  Judge  Gary  has  made  in  this 
connection  another  statement  that  throws  light  upon  his  attitude  and 
that  of  the  corporation,  and  which,  to  my  mind,  is  absolutely  dis- 
proved by  the  report  of  the  commissioner. 

Judge  Gary  says  this,  referring  to  the  12-hour  day  and  these  ex- 
cessive days  and  hours  of  labor : 

All  of  these  things  grew  up  with  the  history  and  In  large  measure  from  the 
fact  that  the  most  important  processes  in  the  manufacture  of  steel  are  con- 
tinuous operations  that  must  be  carried  on  throughout  the  whole  24  hours  of 
each  day,  and  without  cessation  each  day,  every  day  of  each  week. 

Let  me  read  to  you  what  the  Commissioner  otr  Corporations  finds 
in  that  respect : 

Blast-furnace  department  is  the  only  one  of  the  13  departments  where  there 
is  any  metallurgical  necessity  for  continuous  operation,  day  and  night,  through- 
out 7  days  per  week.  In  industries  other  than  iron  and  steel,  where  con- 
tinuous operation  is  necessary,  such,  for  instance,  as  street  railway  and  news- 
paper publishing,  it  is  the  custom  to  carry  a  sufficient  number  of  employees  to 
enable  each  employee  to  rest  one  day  in  seven. 

And  then  this : 

That  much  of  the  Sunday  labor  which  has  been  prevalent  in  thp  steel  In- 
dustry Is  no  more  necessary  than  in  other  industries  Is  shown  conclusively 
by  the  fact  that  during  the  investigation  made  in  1910  by  this  bureau  into 
the  condition  of  labor  in  the  Bethlehem  Steel  Works,  the  president  of  the  Steel 
Corporation  directed  the  rigid  enforcement  of  a  resolution  adopted  three  years 
previous  cutting  out  a  large  part  of  Sunday  work,  except  in  the  blast-furnace 
department. 

Mr.  YoxJNG.  Does  that  refer  to  the  president  of  the  Bethlehem 
company  ?     You  used  the  term  "  president  of  the  Steel  Corporation." 

Mr.  Beandeis.  It  is  "  president  of  the  Steel  Corporation." 

Mr.  Young.  They  do  not  own  the  Bethlehem  plant? 

Mr.  Brandeis.  The  statement  of  the  Commissipner  of  Corporations 
is  this,  that  in  a  prior  investigation  this  fact  of  the  excessive  hours 
of  •labor  was  brought  to  public  attention  and  a  direction  was  given 
by  the  president  of  the  Steel  Corporation  that  a  regulation  adopted 
three  years  previously— a  rule  or  regulation  for  the  mills  which  had 
been  adopted  three  years  previously  and  not  acted  upon — should  be 
acted  upon,  and  that  he  refers  to  as  further  evidence  of  the  fact  that 
there  was  no  metallurgical  necessity  for  this. 
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Mr.  Reed.  Does  the  commissioner  say  it  was  not  acted  upon? 

Mr.  Brandeis.  He  does  not;  but  I  will  call  attention  to  the  evi- 
dence, though  not  at  this  point ;  I  will  call  attention  to  exactly  what 
he  states  in  regard  to  it. 

Mr.  YoTTNG.  Is  it  your  contention  that,  notwithstanding  that  order 
of  the  president  of  the  steel  company,  things  have  gone  on  just  as 
before  ? 

Mr.  Brandeis.  They  have  gone  on  practically  in  the  same  way, 
and  it  is  only  during  a  comparatively  few  months  an  effort  has  been 
made  in  certain  isolated  instances,  as  the  commissioner  mentions,  to 
remedy  that  evil. 

The  effort  has  been  the  result  of  the  public  criticism  which  began 
in  some  respects,  or  in  the  main,  with  the  investigation  undertaken 
by  the  Russel  Skge  Foundation,  at  Pittsburgh,  under  the  name  of 
"  The  Survey,"  which  was  made  public  by  articles  prepared  by 
John  A.  Fitch,  who  conducted  the  investigation  in  relation  to  the 
steel  works,  and  which  has  been  commented  upon  in  various  ways 
since. 

But  nothing  was  done,  even  up  to  this  day,  that  is  very  material, 
and  from  the  point  of  view  to  which  I  am  calling  attention  nothing 
whatever  has  been  corrected;  that  is,  nothing  that  would  be  of  sig- 
nificance; because  1  desire,  in  calling  these  matters  before  you,  not 
merely  to  bring  your  attention  to  the  terrible  suffering  of  our  fel- 
low citizens  and  the  result  which  they  will  have  upon  all  of  our 
people,  but  I  want  you  to  see,  as  I  will  later  endeavor  to  point  out, 
just  what  the  cause  of  that  condition  has  been,  and  to  call  your 
attention  to  an  effort  to  remove  the  cause  and  not  merely  the  mani- 
festation of  a  wrong  that  exists. 

But  here,  see  this !  Judge  Gary  is  here  waiting,  in  regard  to  that 
12-hour  day,  to  see  what  the  constituted  authorities  of  the  United 
States  say  should  be  done,  and  while  he  is  waiting  for  that  this 
very  steel  industry,  operating,  as  they  are  supposed  to  operate,  under 
conditions  far  less  favorable  than  ours,  has  been  able  to  eliminate 
altogether 

The  Chairman  (interposing).  Mr.  Brandeis,  it  is  not  possible  that 
any  foreign  country  anywhere  ever  did  anything  for  a  laborer  that 
is  not  done  by  our  American  industries,  who  are  instituted  and  pro- 
tected in  the  name  of  those  laborers?  You  are  surely  mistaken  about 
that?  .      , 

Mr.  Brandeis,  Unfortunately,  Mr.  Chairman,  I  am  not  mistaken 
in  this  resplect,  and  I  will  endeavor  to  call  your  attention  in  a  few 
words  to  the  condition  of  the  worker  in  the  steel  industry  in  Engknd. 

Let  me,  in  answer  to  Mr.  Reed's  suggestion  and  the  inquiry  from 
the  committee,  just  call  attention  to  this :  I  was  speaking  specifically 
of  the  7-day  laborer  of  12  hours  a  day.  In  addition  to  that  12-hour  • 
arday  7-day  laborer,  as  to  which,  under  the  proddmg  of  this  crit- 
icism, there  have  been  some  efforts  or  some  starting  of  the  making 
of  a  change,  there  is  a  vast  amount  of  12-hour-a-day  6-day  labor,  and 
in  respect  to  that  I  want  to  read  what  the  Commissioner  of  Corpora- 
tions says  in  his  report,  which  he  declares  to  be  applicable  as  of 
December,  1911,  and  consequently  very  recent  evidence: 

Nothing  has  been  done  by  the  manufacturer,  nor  have  any  proposals  been 
made  to  lessen  the  proportion  of  men  working  72  hours  or  more  per  week.  It 
was  found  in  this  Investigation  that  42  per  cent  of  the  173,000  employees  in 
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the  Iron  and  steel  industry  were  working  at  least  72  hours  per  week,  or  12 
hours  per  day,  for  6  days  a  week.  This  proportion  remains  unchanged,  being 
unaffected  by  the  plan  to  give  the  men  who  are  working  84  hours  per  week  1 
day  of  rest  in  7. 

Compare  that  situation  reported  upon  by  the  Commissioner  of 
Labor  with  the  situation  which  was  attained  by  the  English  worker, 
certainly  as  early  as  1906,  because  it  appears  in  a  report  to  the  Board 
of  Trade  of  that  date. 

The  hours  of  labor  in  the  English  industry  are  not  the  same  in  all 
the  different  establishments.  They  vary  in  part  in  different  parts  of 
the  country.  But  the  average  hours  of  labor  of  the  steel  worker  in 
England  are  55.2  hours  per  week.  In  some  of  the  districts  the  aver- 
age hours  of  labor  are  about  51.2  hours  per  week.  In  other  districts 
the  average  is  61.2  hours  per  week,  being  about  equally  divided  in  the 
country  between  those  longer  hours  wnich  reach  an  average  of  10 
hours  a  day  for  6  days  in  the  week  and  those  shorter  hours,  which 
are  a  little  more  than  8  hours  a  day. 

This  supposed  metallurgical  necessity  of  continuous  operation  exists 
quite  as  well  in  England  as  it  does  in  America,  and  thej  manufacture, 
as  I  understand  it,  iron  and  steel  which  does  not  differ  in  quality 
from  that  manufactured  here.  They  have  found  by  a  very  simple 
arithmetical  proposition  the  possibility  of  taking  care  of  that  con- 
tinuous operation  by  dividing  the  24  hours  into  3  periods  of  8  hours 
each  instead  of  dividing  the  24-hour  day  in  two  shifts ;  and  they  have 
been  able  to  meet  the  proposition  of  Sunday  labor  by  providing  other 
persons  to  work  on  that  day. 

The  problem  in  the  steel  industry  is  not  different  from  the  problem 
in  a  great  many  other  industries.  I  am  sure  Mr.  McGillicuddy,  of 
Maine,  is  very  familiar  with  the  paper  industry  in  Maine  and  knows 
very  well  as  to  the  tour  workers — in  this  very  period  in  which  the 
Steel  Corporation  has  been  groping,  or,  if  not  groping,  has  been  liv- 
ing in  the  dark  as  to  what  humanity  required — the  people  of  Maine 
have  been  able  to  determine  that  the  12-hour  shift  in  the  paper  mills 
shall  be  changed,  and  that  they  have  3  tours  a  day  instead  oi  2  tours, 
and  the  paper  industry  proceeds,  at  least  so  far  as  quality  is  con- 
cerned, as  well  as  it  did  before. 

There  is  a  condition  to  which  these  steel  workers  have  been  sub- 
jected and  which  I  submit  is  absolutely  inconsistent  with  the  welfare, 
not  only  of  them,  but  of  our  country.  What  does  it  mean  ?  Does  it 
not  mean  absolutely  and  certainly  that  these  thousands  upon  thou- 
sands of  people  are  deteriorating  and  bringing  about  a  degeneration 
of  the  race  ?    Can  it  be  otherwise  ? 

The  Chaieman.  At  that  point,  not  to  interrupt  you,  because  I 
am  deeply  interested,  I  have  heard  there  was  a  public  necessity  for 
this  change  in  Great  Britain  which  does  not  exist  in  this  country. 
They  have  a  custom  there  of  pensioning  the  derelicts  of  labor  when 
the  excessive  exactions  of  this  racking  Business  have  rendered  their 
bodies  no  longer  able  to  endure  this  hard  labor,  and  that  was  in  the 
form  of  a  pension  which  fell  upon  capital  and  was  maintained  by 
taxation. 

In  this  country,  as  I  understand  it,  those  derelicts,  usually,  I  be- 
lieve, at  somethmg  like  the  age  of  40,  fall  upon  their  immediate 
families.  They  are  maintained  by  the  children  who  are  still  able  to 
labor,  and  we  are  fortunate,  perhaps,  so  far  as  our  capital  is  con- 
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cerned,  in  not  being  under  the  same  necessity  to  care  for  those  who 
are  exhausted  by  the  demands  of  this  character  of  labor  that  does 
not  exist  in  England. 

Mr.  Reed.  Or  course  the  chairman,  in  making  that  statement 
or  asking  that  question,  does  not  mean  to  refer  to  the  Steel  Corpo- 
ration, which,  of  its  own  accord,  has  established  a  pension  plan  for 
its  own  employees? 

Mr.  Beandeis.  If  you  will  permit  me,  Mr.  Chairman,  to  take  up 
Mr.  Eeed's  reference  to  the,  pension  plan  and  your  own  statement  in 
regard  to  the  matter  of  peiiliona  'a  little  later,  I  will  devote  myself 
for  a  moment  to  that  other  branbh  of  ;the  inquiry,  to  which  I  am 
extremely  glad  you  called  attention,  arid  that  is  the  effect  upon  these 
individuals. 

It  has  been  stated,  and  there  seems  to  be  much  evidence  to  sup- 
port it,  that  such  a  life  as  this  makes  a  man  old  at  40.  The  aston- 
ishing thing  is  that  they  should  live  until  40.  I  think  they  must  be 
of  peculiarly  hardy  build  and  of  excellent  constitution  to  be  able  to 
stand  such  a  life  as  they  do  and  to  work  until  40  years. 

But  it  is  not  merely  the  dependence  of  that  individual,  it  is  not 
merely  the  fact  that  he  becomes  a  useless  individual  and  a  burden 
to  his  family  at  40,  it  is  the  fact  that  he  is  the  father  of  a  family 
and  transmitting  through  another  generation,  and  perhaps  through 
many  generations,  the  evil  weaknesses  and  the  degeneration  which 
have  come  to  him  through  the  life  to  which  he  has  been  subjected — 
and  it  is  not  merely  that;  the  degeneration  is  not  merely  physical; 
it  is  a  degeneration  which  is  moral  as  well,  and  how  could  it  be 
otherwise?  I  ask  you,  gentlemen,  to  remember  that  these  persons, 
however  they  may  differ  from  us  in  race  or  in  their  habits  of  living, 
are  individuals.  Imagine  what  would  be  our  condition  if  we,  7  days 
a  week,  undertook  to  work  12  hours  a  day. 

I  submit  there  is  only  one  thing  in  which  we  could  find  relief, 
and  that  is  in  some  form  of  dissipation.  "We  could  resort  to  it,  and 
when  you  look  into  the  lives  of  these  men  you  will  find  how  nearly 
allied  they  are  to  us,  because  they,  resort  to  precisely  that  thing. 

Mr.  Fitch  has  called  attention  to  the!  fact  of  the  use  of  liquor  and 
to  the  expenditures  of  these  men  for  liquor  after  pay  day.  In  a 
single  city  it  appears  that  these  liquor  dealers  .have  gathered  to- 

f ether  at  pay  day  from  the  hard-earned  wages  of  these  people  from 
J0,000  to  $60,000,  which  amount  is  deposited  in  banks  by  the  liquor 
dealers  after  the  lapse  of  a  day  or  two  from  the  paying  off  of  the 
men. 

What  does  that  mean?  It  does  not  mean  merely  the  waste  of 
that  money,  but  it  means  there  is  going  on  a  moral  degradation  of 
those  persons  and  of  persons  connected  with  them.  It  is  not  true, 
Mr.  Chairman,  that  the  burden  is  borne  wholly  by  their  families— 
fortunately  it  is  not.  It  is  borne  by  the  community.  This  indus- 
try, in  making  these  derelicts,  in  creating  widely  this  demoraliza- 
tion which  comes  from  subjecting  its  workers  to  such  conditions, 
proves  itself  in  the  strongest  way  to  be  a  parasitic  industry.  It  ife 
not  merely,  as  you  called  attention,  Mr.  Chairman,  the  fact  we  are 
protecting  this  corporation  by  a.  tariff,  by  a  duty,  supposed  to  be  in 
the  interests  of  American  workingmeh..  We  are  bearing  a  part  of 
its  burdens  also,  the  rest  of  the  community,  by  paying  now  and  pay- 
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ing  hereafter  the  taxes  which  go  to  support  those  who  have  been 
made  paupers  thereby. 

Mr.  Carnegie  has  said  at  various  times  this  steel  business  is  a  busi- 
ness, as  it  was  before  this  trust  steadied  the  conditions  of  business, 
that  was  a  case  of  feast  or  famine,  of  prince  or  pauper.  The  condi- 
tion to-day,  as  it  has  been  in  the  last  10  years,  of  this  corporation 
has  been  a  condition  of  prince  and  pauper,  because  that  is  what  they 
have  been  doing  to  these  people;  and  does  not  this  life  necessarily 
make  paupers  of  them?  It  makes  degenerates.  It  makes  people 
from  whom  all  the  ability  to  work  and  all  the  ability  to  develop  as 
American  citizens  ought  to  develop  is  necessarily  driven  out — not 
only  from  them,  but  their  children  and,  to  a  certain  extent,  their 
children's  children. 

The  Chairman.  I  have  heard,  Mr.  Brandeis,  aild  have  seen  it  in 
the  statement  of  Mr.  Fitch,  and  I  saw  it  again  reiterated  in  your 
statement,  that  the  steel  worker  is  through  practically  at  about  40 
years  of  age.  I  am  still  unprepared  to  accept  that  statement.  It 
seems  to  me  incredible.  My  people,  before  the  war,  were  slave 
owners.  I  always  abhorred  the  institution  of  human  slavery — we 
had  an  idea' their  lot  was  particularly  hard — but  the  slave  was  at 
his  prime  at  40. 

Have  you  investigated  that,  Mr.  Brandeis  ? 

Mr.  Brandeis.  I  have  not  made  any  special  investigation,  Mr. 
Chairman,  of  that  condition ;  but  as  a  former  native  of  Kentucky  I 
have  some  knowledge  of  slave  conditions  as  they  existed,  and  I  think 
there  is  a  very  simple  answer  to  it. 

The  institution  was  socially  and  economically  wrong,  but  it  had 
elements  in  it  by  which  it  was  mitigated  so  far  as  such  an  institu- 
tion could  be  mitigated,  by  the  personal  relations  of  men  to  their 
dependents.  This  situation  would  only  have  been  jDOssible  through 
the  terrible  absentee  landlordism  which  prevailed. 

Mr.  Young.  But,  Mr.  Brandeis — and  this  is  a  very  important 
thing,  and  I  agree  with  you  entirely  as  to  the  impropriety  of  men 
working  84  hours  a  week — but  do  you  mean  to  state  it  as  a  fact  that 
these  men  do  generally  break  down  by  ,the  time  they  reach  the  age 
of  40?     Is  that  a  fact? 

Mr.  Brandeis.  I  do  not  state  it  as  a  fact  they  do  generally  break 
down  at  40.  I  am  informed  that  a  very  large  number  of  them  be- 
come old  men  at  40,  and  my  surprise  is  that  they  should  not  become 
old  men  earlier,  because,  knowing  something  as  to  what  it  is  possi- 
ble for  men  to  do,  particularly  under  the  conditions  in  which  these 
men  live,  it  seems  to  me  almost  inconceivable  that  they  should  main- 
tain their  powers. 

Answering  further  your  question  and  that  which  the  chairman 
has  put,  see  what  the  dilBFerence  is  in  the  relation  of  the  slave  owner 
to  the  slave  and  of  this  corporation  to  its  employees.  I  say  you  had, 
in  the  first  place,  that  personal  relation  which  grew  up  with  men 
and  women  and  children  who,  to  a  very  large  extent,  lived  from  their 
birth  to  their  death  with  the  faniilies.  It  was  not  always  so,  of 
course,  but  in  a  very  great  many  instances  it  was.  You  had  that 
personal  relation  of  companionship.  You  had,  above  all,  the  condi- 
tions that  the  slave  owner  came  daily  in  contact,  personal  contact,  or 
to  a  very  large  extent  in  personal  contact,  with  the  individual,  and  if 
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he  was  human  it  was  impossible  for  him  to  be  otherwise  than  human 
to  his  slaves. 

On  the  other  hand,  the  owners  of  this  Steel  Corporation  are  in  the 
position  of  the  absentee  landlords  in  Ireland.  It  has  produced  a 
condition  in  regard  to  these  workers  exactly  comparable  to  the  land- 
rent  conditions  which  almost  destroy  the  happiness  and  the  lives  of 
the  Irish  people. 

The  Steel  Corporation  has  been  consistently  strenuous  in  its  efforts 
to  tell  the  public  that  its  stocks  are  held  by  tens  and  possibly  hun- 
dreds of  thousands  distributed  throughout  the  country.  To  my 
mind  that  is  one  of  the  most  serious  problems  of  this  whole  question. 
That  division  of  stock  creates  a  condition  of  absentee  landlordism. 
Thousands  upon  thousands  of  individuals,  with  small  amounts  of 
stock,  have  absolutely  no  control,  and  consequently  can  not  feel  any 
responsibility  for  what  is  being  done  by  that  corporation,  but  are 
receiving  the  benefits  of  it. 

Mr.  Eeed.  Including  30,000  employees,  Mr.  Brandeis. 

Mr.  Brandeis.  I  will  come  to  that  a  little  later. 

But  when  you  take  these  individuals,  the  great  evil  is  that  these 
absolutely  irresponsible  people  have  no  interest  other  than  the  in- 
terest for  a  dividend  or  an  increased  dividend  and  that  the  man- 
agers of  this  corporation  stand  in  the  same  position  as  the  stewards 
and  bailiffs  of  the  Irish  estates,  who  feel  it  absolutely  essential  to  the 
maintenance  of  their  position  and  power  that  they  should  make 
those  dividends,  that  they  should  make  those  profits. 

That  is  the  position,  and  in  that  respect  it  differs  very  widely 
from  the  position  of  the  ordinary  slaveholder. 

But  that  is  not  all,  Mr.  Chairman.  Here  is  another  thing:  Every 
slave  was  regarded  as  a  piece  of  valuable  property.  It  was  the 
exceptional  man  who  allowed  either  his  necessities  or  his  brutal 
Qature  or  his  temper  to  so  treat  his  slaves  as  to  render  them  incom- 
petent and  destroy  the  property  which  he  had. 

The  Chairman.  A  good  blacksmith  slave  was  worth  about  two 
or  three  thousand  dollars. 

Mr.  Brandeis.  Yes;  and  many  a  slave  who  had  none  of  that 
special  skill  was  worth  a  thousand  dollars. 

From  a  pure  self-interest  the  slave  owner  would  not  destroy  his 
property  any  more  than  he  would  destroy  his  animals.  We  Ken- 
tuckians  always  had  a  great  fondness  for  horses,  and  we  knew  that 
one  of  the  first  things  to  do  to  a  horse  was  to  take  care  of  him,  and 
they  do  that  all  over  the  country  because  the  horse,  aside  from  any 
affection  that  we  might  have  for  him,  is  a  valuable  asset — and  the 
slave  was  a  valuable  asset.  But  these  workmen  are  not  valuable 
assets.  They  are  paid  as  they  go  along,  and  when  they  cease  to  be 
valuable,  during  all  these  years,  they  have  been  turned  off.  There 
is  a  pension  system,  and  I  will  come  to  that  a  little  later,  but  it  is  a 
very  recent  pension  system,  established  January  1,  1911. 

I  say  that  all  thej^  did  was  to  turn  them  off.  They  went  upon  the 
scrap  heap,  but  without  that  penalty  or  cost  which  comes  to  the 
owner  in  turning  a  machine  upon  the  scrap  heap,  because  every 
machine  was  paid  for  its  full  value,  and  these  men  are  not  paid 
their  full  value;  they  have  been  paid  for  the  value  of  their  use — 
and  the  depreciation  charge  has  not  been  paid. 
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But  what  is  more  than  that,  when  it  comes_  to  the  value  of  the 
use,  I  want  to  have  something  to  say,  based,  as  it  is,  upon  the  report 
of  the  Commissioner  of  Labor. 

There  has  arisen  in  the  community,  partly  for  historical  reasons 
and  partly  no  doubt  because  of  the  successful  publicity  bureau  of 
the  Steel  Corporation,  the  idea  that  the  steel  worker  is  well  paid. 
Mr.  Underwood,  in  his  report  on  the  steel  duties,  has  brought  out 
the  fact,  which  is  fully  confirmed  by  the  report  of  >  the  Cominis- 
sioner  of  Labor,  that  this  idea  that  the  steel  worker  is  well  paid  is 
one  of  the  fallacies  which  exists  in  respect  to  the  condition  ^(p^  IjS^or. 
Let  us  see  what  he  finds T  f|f. 

The  Chairman.  Is  that  notion  that  the  steel  worker  is  well  paid 
due  in  any  degree  to  the  tradition  that  would  naturally  follow  from 
prices- once  paid  to  the  ironworkers  in  the  days  of  the  old  rolling 
mill  and  the  nail  makers  and  the  like  of  that  ? 

Mr.  Braitoeis.  That  is  what  I  referred  to  when  I  spoke  of  it  as 
being  in  part  a  tradition  from  history.  They  undoubtedly  were  .well 
paid  in  large  part  at  one  time.  That  was  a  time  when  the  large  part 
of  the  workers  were  skilled  workers,  and  also  at  a  time  when  there 
existed  among  the  workers  an  organization  of  which  I  will  speak 
later. 

But  at  the  present  time  about  65  per  cent  of  the  workers  in  this 
trade  are  unskilled  workers,  and  the  rate  of  pay  which  these  un- 
skilled workers  receive  is  such  that  I  believe  no  man  familiar  with  it 
will  call  it  good  payment  or  proper  compensation  for  men  perform- 
ing the  work  which  they  perform. 

Mr.  Reed.  In  connection  with  the  chairman's  inquiry  a  moment 
ago  as  to  whether  Mr.  Brandies  had  made  personal  investigation  of 
this  old-age-at-4:0  theory,  I  would  like  to  have  the  chairman  ask 
the  witness  whether  he  has  made  personal  investigation  of  any  of 
these  matters,  or  whether  he  takes  his  information  from  these  reports 
he  has  mentioned. 

Mr.  Bkandeis.  My  information  upon  these  matters,  Mr.  Chairman, 
so  far  as  any  statement  of  fact  is  concerned,  is  based  entirely  upon 
the  reports  of  the  Government  investigation,  our  own  Commissioner 
of  Labor,  the  Commissioner  of  Corporations,  so  far  as  he  has  entered 
upon  the  subject,  certain  reports  like  that  of  Mr.  Underwood,  and 
the  quotations  contained  therein,  and  very  largely  upon  the  work 
of  Mr.  John  A.  Fitch,  of  the  Eussell  Sage  Foundation,  who  made 
jthe  personal  investigation  of  this  Steel  Corporation  and  who,  I  trust, 
Mr.  Chairman,  the  committee  will  subpoena  and  have  come  here,  be- 
cause I  know  of  no  single  individual  who  is  so  competent  to  lay  be- 
fore the  committee  the  facts  in  this  respect. 

Returning  now  to  the  question  of  earnings,  I  want  to  turn  to  the 
report  of  the  Commissioner  of  Labor,  where  he  gives,  on  page  9,  a 
summary  of  the  earnings  in  the  blast  furnaces.  These  data  relate  to 
24,722  employees 

Mr.  Young  (interposing).  Does  it  state  at  what  point? 

Mr.  Brandeis.  At  176  blast  furnaces. 

Mr.  Young.  These  are  all  blast-furnace  employees? 

Mr.  Bbandeis.  These  are  all  blast-furnace  employees. 

Mr.  YoxrsG.  Makers  of  pig  iron  ? 
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Mr.  Brandeis.  Yes;  on  this  particular  point  to  which  I  am  now 
calling  your  attention. 

Of  the  24,722  blast-furnace  employees  included  in  this  report,  12.26 
per  cent  earned  between  12  and  14  cents;  16.96  per  cent  earned  be- 
tween 15  and  16  cents  per  hour 

Mr.  Young  (interposing).  Are  these  the  men  that  work  84  hours 
a  week? 

Mr.  Brandeis.  87.88  per  cent  of  them  work  that  time. 

Mr.  Eeed.  You  mean  they  work  that  time,  or  they  are  on  duty  that 
time  ? 
_  Mr.  Brandeis.  I  say  they  work  that  time,  because,  as  the  Commis- 
sioner of  Corporations  finds,  these  men  work  practically  all  the  time, 
although  part  of  that  work  does  not  consist  in  actual  physical  work 
during  the  period;  just  as  the  machine  tenders  in  the  paper  mill, 
who  are  now  relieved  from  working  more  than  eight  hours  a  day, 
have  work  which  consists  very  largely  in  watching  the  machine  and 
not  in  doing  physical  toil  while  they  are  engaged  on  duty. 

Mr.  Reed.  In  order  that  the  chairman  may  appreciate  my  reason, 
I  may  say  that  it  is  already  in  evidence  before  the  committee  that 
these  blast  furnace  men  actually  have  to  toil  four  hours  out  of  the 
twelve,  and  that  rooms  are  provided  for  them  to  rest  during  the 
other  eight  hours. 

Mr.  Brandeis.  Perhaps  this  may  be  the  proper  place  for  me  to 
read 

The  Chairman  (interposing).  I  do  not  care  to  testify  in  this  case, 
but  I  have  visited  those  blast  furnaces,  and  I  am  inclined  to  believe 
that  that  evidence  which  you  had  before  this  committee,  Mr.  Reed,  that 
men  employed  for  12  hours  a  day  are  only  expected  to  work  four,  and 
the  rest  of  the  time  have  nothing  to  do,  needs  explanation.  It 
strikes  the  chairman  they  would  hardly  pay  men  for  eight  hours  in 
which  they  had  absolutely  nothing  to  do.  It  would  pay  them  to  let 
those  men  go  fishing,  it  would  seem  to  me. 

Mr.  Brandeis.  Let  me  read  what  the  Commissioner  of  Corpora- 
tions states  on  that  subject,  which  perhaps  may  give  the  explanation, 
Mr.  Chairman,  which  you  have  in  mind. 

The  Commissioner  of  Corporations  in  that  regard  said : 

During  the  Investigation  those  in  charge  of  the  plant  have,  in  their  discussion 
with  representatives  of  the  bureau,  frequently  emphasized  the  fact  that  the 
men  working  these  very  long  hours  are  not  kept  busy  all  the  time.  To  a  con- 
siderable extent  this  is  perfectly  true;  but  the  employees  in  question,  during 
the  entire  period,  are  on  duty  and  subject  to  orders.  They  are  not,  except  in 
rare  Instances,  allowed  to  leave  the  plant.  It  can  not  be  overlooked  that  it  is 
not  simply  the  character  of  the  continuity  of  the  work,  but  the  fact  that  with 
80  long  a  working  day,  the  greater  part  of  the  employee's  working  hours  is 
spent  on  duty  in  the  mills,  which  is  of  significance  to  the  worker  and  his  family. 

The  Chairman.  At  that  point,  Mr.  Brandeis,  I  have  investigated 
and  visited  these  mills,  and  have  noted  that  the  men  are  not  con- 
tinually engaged  in  work  requiring  physical  exertion,  but  that  condi- 
tion also  prevails  in  the  cotton  mills,  where  they  are  expected  to  tie 
a  string  at  certain  intervals,  or  at  looms  where  they  are  expected  to 
attend  the  loom  when  it  runs  out  of  yarn,  and  they  work  perhaps 
not  one-fifth  of  the  time,  but  are  actually  engaged  in  tending  the 
looms,  and  they  must  be  in  the  mill  all  the  time,  and  the  mill  owners, 
as  a  rule,  I  think,  consider  they  are  at  work. 
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In  other  industries  the  work  is  usually  computed  at  the  number 
of  hours  a  man  is  employed,  measuring  his  actual  employment  by 
the  time  for  which  he  is  paid. 

I  would  like  to  get  at  the  facts  in  that  case,  if  those  men  are  being 
paid  for  work  they  do  not  do,  because  the  committee  and  the  public 
are  entitled  to  know  if  that  is  the  case. 

Mr.  Brandeis.  I  think  the  report  of  the  Commissioner  of  Corpo- 
rations is  very  clear  upon  that  point,  as  further  illustrating  the  point 
which  the  chairman  has  made. 

You  may  recall  that  classic  instance,  or  rather  the  instance  which 
has  become  classic,  of  the  loading  of  pig  iron,  which  Frederick  W. 
Taylor  called  attention  to — how,  by  showing  the  man  how  to  load  pig 
iron,  and  observing  what  the  proper  periods  of  rest  were,  the  pro- 
duction of  the  individual  man  in  loading  increased  from  12.5  tons 
per  day  to  47  tons  per  day. 

He  finds,  in  order  to  produce  these  47  tons  carried  a  day,  which 
was  nearly  four  times  the  amount  previously  carried,  that  a  man 
has  to  rest  42  per  cent  of  the  time.  He  was  working,  in  one  sense,  all 
the  day;  but  he  was  not  working  every  minute  and  every  second  of 
time,  walking  to  and  fro.  No  human  being,  or  course,  could  do  that. 
That  is  true  in  every  industry,  and  particularly  in  the  industries 
where  machines  work,  and  where  the  employee  is  attending  a  ma- 
chine in  some  part. 

Mr.  Young.  It  is  claimed  that  during  the  hours  these  men  do 
work — actually  labor,  I  mean — their  exertion  is  excessive  and  re- 
quires excessive  physical  exertion? 

Mr.  Brandeis.  I  believe,  and  on  this  matter  Mr.  Fitch  will  give 
you  every  definite  detail,  in  regard  to  a  large  part  of  the  men — ^I 
am  not  drawing  particular  percentages  at  the  moment — there  has 
been  very  great  complaint,  and  I  can  refer  you  to  some  data  on 
it  if  you  desire,  that  the  men  have  been  speeded  up,  and  that  the 
effort  has  been  excessive ;  that  is,  the  complaint  has  been  not  merely 
that  men  were  on  duty  a  very  long  period  of  time,  but  that  while 
they  were  on  duty — I  do  not  mean  continuously,  but  during  such  por- 
tions of  the  time  when  they  were  actively  working — ^the  methods 
introduced  of  speeding  up  have  tended  to  greater  exhaustion;  but  I 
submit,  and  I  think  the  data  submitted  by  the  Commissioner  of 
Labor,  and  which  Mr.  Fitch  will  amplify,  fully  establish  the  fact 
that  under  no  conditions  could  men  work  12  hours  a  day,  not  only, 
seven,  but  six  days  a  week  and  retain  their  health,  their  working 
powers,  and  perform  the  duties  to  their  families  and  to  their  State. 

Mr.  Young.  Have  you  any  information  as  to  about  what  propor- 
tion of  these  12  hours  they  are  engaged  in  active  labor?  There  has 
been  some  testimony,  as  Mr.  Reed  stated,  that  it  was  only  about  4 
hours  out  of  the  12. 

Right  there  let  me  say  that  whether  a  man  should  be  employed  in 
any  way  12  hours  or  not  is  one  question,  and  it  must  be  evident  that 
their  physical  exertion  during  the  most  of  that  time  is  very  great, 
the  danger  to  their  health  is  very  much  greater  than  if  the  exces- 
sive exertion  were  confined  to  a  small  part  of  that  time. 

Mr.  Brandeis.  That  is  absolutely  true. 

Mr.  Young.  So  it  becomes  very  important  to  know  about  what 
portion  of  the  time  they  have  to  labor  excessively. 
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Mr.  Brandeis.  I  think  it  is  important;  but  I  think  it  also  is  per- 
fectly clear  that  there  are  no  conditions  of  labor  under  which  Ameri- 
can citizens  can  be  allowed  to  work  12  hours  a  day  for  7  days  in  the 
week  consistently  with  the  welfare  of  their  country,  wholly  regard- 
less of  themselves. 

Mr.  Young.  That  was  not  the  question  I  was  raising,  of  course. 

Mr.  Beandeis.  I  can  furnish  you  and  shall  be  very  glad  to  fur- 
nish you  data  which  will  by  no  means  be  complete,  but  illustrative 
as  to  the  intensity  of  the  work  and,  to  a  certain  extent,  as  to  the 
length  of  time ;  but  no  such  data  can  be  complete  because  the  condi- 
tions vary,  and  the  conditions  of  the  needs  of  the  men  to  work  vary. 
For  instance,  take  a  little  different  line  of  industry ;  take  the  ma- 
chine tender  in  a  paper  mill.  The  amount  of  time  out  of  the  eighti 
hours  which  he  now  spends  that  he  is  actually  working  depends  on 
how  well  his  machine  runs.  He  may  have  an'  awful  time  during  one 
period  of  eight  hours,  and  during  another  period  of  eight  hours  on 
a  single  run  he  may  have  nothing  to  do  but  keep  awake,  practically. 

Mr.  Young.  But  there  is  a  general  average  you  can  usually  strike. 

Mr.  Eeed.  There  is  more  regularity  in  a  blast  furnace  than  in  a 
paper  mill. 

Mr.  Beandeis.  There  may  be  more  regularity,  but  the  conditions 
of  work  in  a  blast  furnace  are  horrible  as  compared  with  the  almost 
ideal  conditions  of  work  in  our  better  paper  mills  in  the  machine 
room. 

I  emphasize  it,  because  I  say  under  no  conditions  conceivable  can 
American  citizens  be  allowed  to  be  subjected  to  those  conditions  of 
labor  for  any  length  of  time.  Any  of  us  might  work  12  hours  a  day 
and  7  days  for  a  sufficiently  limited  time  and  in  emergency ;  but  only 
in  an  emergency.  There  are  very  few  of  us  who  are  at  all  advanced 
in  years  who  would  not  suffer  even  from  that  work  for  a  few  weeksk 

When  I  came  to  this  digression  as  to  intensity  and  length  of  time 
of  work  I  was  speaking  of  the  amount  of  earnings.  I  was  giving 
the  earnings  at  from  12  to  14  cents  an  hour  for  12.26  per  cent;  of 
from  14  to  16  cents  an  hour  for  16.96  per  cent ;  of  from  16  to  18  cents 
for  37.51  per  cent ;  and  from  18  to  20  cents  an  hour  for  13.7  per  cent. 

There  you  have  over  80  per  cent  of  these  workers  in  the  aggre- 
'  gate.    None  of  them  receive  more  than  20  cents  an  hour 

Mr.  Eeed  (interposing).  This  morning  I  got  a  copy  of  the  abstract 
of  this  report  from  the  Commissioner  of  Labor,  and  I  noticed  the 
statement  that  23  per  cent  earn  more  than  25  cents. 

Mr.  Beandeis.  In  the  blast  furnace? 

Mr.  Reed.  Of  these  employees. 

Mr.  Beandeis.  You  have  forgotten  I  was  discussing  the  blast- 
furnace people. 

Mr.  Eeed.  Oh,  you  were  only  talking  of  the  blast-furnace  em- 
ployees? 

Mr.  Beandeis.  That  is  all  at  this  time. 

Mr.  Steeung.  Are  the  blast  furnaces  where  the  severest  labor  is 

Mr.  Beandeis.  I  do  not  know  whether  the  severest  labor  is  re- 

^^Mr.  Sterling  (interposing).  Also,  what  is  counted  highly  skilled 
labor  in  the  blast  furnace? 
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Mr.  Bkandeis.  The  blast  furnace  is  the  place  where  the  largest 
number  of  men  work  12  hours  a  day  7  days  in  the  week.  I  was 
calling  attention  to  that,  because  there  were  87.88  per  cent  of  them. 
I  wanted  to  turn  to  this  question  in  connection  with  the  statement  of 
Judge  Gary  as  to  why  these  men  wanted  to  work  12  hours  a  day, 
because  he  said  that  many  of  them  did.  Let  me  read  to  you  what  ne 
says 

Mr.  Sterling  (interposing).  Does  it  require  a  long  period  of 
training  to  make  men  competent  to  do  this  work  in  these  blast 
furnaces? 

Mr.  Brandeis.  I  have  stated  that  65  per  cent  of  the  labor  is  un- 
skilled labor,  and  I  can  be  able  to  give  you  the  exact  data  in  regard 
to  all  the  classes  and  the  wages  of  each  class  in  per  cent.  I  will  be 
glad  to  do  that  later. 

But  what  I  say — and  it  is  an  important  point — is  this :  These  men 
are  American  citizens,  and  we  have  got  to  consider  what  the  effect 
of  this  industry  is  upon  these  American  citizens  and  upon  the  rest 
of  us  through  them. 

Let  me  show  you  what  the  effect  is — I  am  not  referring  now 
merely  to  the  blast-furnace  men,  but  to  men  generally. 

Mr.  Sterling.  I  did  not  want  to  call  your  attention  away  from 
that  statement  of  Judge  Gary's  which  you  were  about  to  read.  I 
would  like  to  hear  that,  Mr.  Brandeis. 

Mr.  Brandeis.  He  said: 

At  various  places  our  abolition  of  seven-day  labor  was  opposed  by  the  men, 
because  it  decreased  their  earnings,  and  the  same  opposition  would  probably  be 
encountered  In  a  reduction  of  the  daily  hours  of  labor. 

That  is  the  statement  to  which  I  wanted  to  refer.  I  want  to  in- 
quire why  these  men  work  12  hours  a  day,  aside  from  the  fact  that 
that  is  the  rule  of  the  industry,  and  why  any  man  should  object? 

Mr.  Sterling.  On  that  point,  Mr.  Brandeis — although  you  may 
intend  discussing  it — I  have  seen  statements,  though  I  can  not  give 
authorities,  to  the  effect  that  tests  have  shown  that,  as  a  rule,  men 
could  accomplish  as  much  in  8  hours  as  they  could  in  10  hours, 
taking  it  for  a  long  period  of  time.  Do  you  know  of  any  experiment 
of  that  kind? 

Mr.  Brandeis.  I  do;  an  extremely  interesting  experiment,  made 
with  great  scientific  accuracy. 

Most  of  the  famous  experiments*  that  have  been  made  and  most  of 
the  practical  experiments  that  have  been  made  were  in  the  Zeiss  Op- 
tical Works  in  Jena,  Germany.  They  have  been  going  on  in  many 
places,  but  they  were  made  there  under  the  supervision  of  the  most 
careful  scientific  investigators.  That  is  an  institution  which,  owing 
to  the  broadness  of  view  of  its  founders,  it  was  determined  after- 
wards to  develop  in  the  interest  largely  of  the  workers  and  of  science. 
A  large  part  of  the  profits  that  do  not  go  to  the  workers  go  the  Uni- 
versity of  Jena.  They  found  there,  although  they  had  reduced  the 
labor,  as  I  recall  it,  to  nine  hours,  that  when  they  further  reduced  the 
labor  to  eight  hours  they  got  a  better  result  than  they  did  in  the  nine 
hours. 

A  similar  test  had  been  made  not  long  before  that  by  Mr.  Mather, 
in  his  iron  works  in  England,  at  Manchester.  He  found  that  upon  a 
reduction  of  the  hours  of  labor,  which  was  made  voluntarily,  that  a 
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better  result  was  obtained,  and  there  is  a  very  large  volume  of  more 
or  less  valuable  testimony  bearing  upon  that  same  subject.  These 
are  the  best  instances  I  happen  to  know  of  at  the  moment. 

Mr.  Sterling.  Can  you  refer  me  now  to  any  publications  on  that 
question  ? 

Mr.  Beandeis.  I  shall  be  very  glad  to  send  you  a  copy  of  a  brief, 
which  was  prepared  in  connection  with  the  Illinois  10-hour  law,  with 
which  matter  I  was  connected,  dealing  with  the  subject.  I  will  have 
a  copy  sent  to  you. 

Mr.  Sterling.  I  shall  be  very  glad  to  have  it. 

Mr.  Brandeis.  There  is  a  part  of  it  which  deals  with  the  economic 
result  of  shortening  of  days  of  labor. 

Mr.  Young.  Would  not  this  depend  very  largely  as  to  the  number 
of  hours  men  could  be  economically  employed — I  mean  purely  from 
a  money  standpoint — upon  the  intensity  of  the  labor  or  the  intensity 
of  the  application  required?  That  is,  a  man  would  tire  where  the 
application  was  intense  or  the  physical  labor  was  intense  sooner  than 
he  would  where  it  was  lighter,  and  he  would  be  able  to  work  eco- 
nomically a  larger  number  of  hours  where  the  labor  was  light  than 
he  would  where  it  was  heavy  or  where  it  required  intense,  close  ap- 
plication. 

Mr.  Beandeis.  Of  course  the  rule  would  be  subject  to  variations, 
but  I  think  it  would  be  found,  and  I  believe  we  can  get  the  very  best 
test  of  it  by  taking  ourselves.  I  think  every  one  of  us  knows  that 
under  varying  conditions,  according  as  we  are  fit  or  not  fit,  as  I  may 
express  it,  we  are  able  to  do  10  or  15  or  sometimes  50  per  cent  more 
work.  It  depends  upon  the  condition  in  which  we  are.  We  are  not 
sick;  we  are  perfectly  well  as  far  as  it  appears;  but  we  are  not  in 
condition  to  produce  the  best  results. 

In  dealing  with  these  labor  problems  if  we  will  always  bear  our- 
selves in  mind,  in  our  own  little  experiences,  I  think  we  will  find  that 
in  a  marvelous  way  reflected  in  labor ;  and  all  the  study  that  has  been 
made  in  recent  years  in  regard  to  the  effect  of  fatigue  tends  to  show 
there  is  no  difference  in  the  real  effect  upon  the  worker  between  the 
fatigue  of  the  physical  and  the  fatigue  that  overcomes  the  intel- 
lectual worker.  Nervous  prostration,  for  instance,  which  we  have 
always  supposed  was  a  part  of  the  aristocracy  of  intellect,  has  de- 
veloped itself  in  the  trades.  The  German  statistics  are  particularly 
valuable  upon  that  point.  It  has  developed  itself  in  the  most  ex- 
tensive way  in  the  trades. 

Mr.  Young.  But  among  the  trades  requiring  intellectual  applica- 
tion. 

Mr.  Brandeis.  Intellectual  application?  As  a  matter  of  fact, 
there  is  no  work  that  does  not  require  mind. 

Mr.  Young.  Certainly  not. 

Mr.  Beandeis.  Properly  speaking,  there  ought  to  be  no  such  thing 
as  unskilled  labor,  because,  as  Taylor  has  pointed  out,  even  that  most 
menial  labor  of  loading  pig  iron,  picking  it  up  from  the  ground  and 
putting  it  into  the  car,  can  be  performed  by  the  man  who  knows  how 
and  who  observes  those  rules  in  regard  to  it  which  have  been  devel- 
oped by  observation  with  much  more  ease  and  he  can  do  infinitely 
more  than  the  other  man.  In  the  case  of  shoveling,  that  is  absolutely 
proved. 
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Mr.  YoTJNG.  There  is  a  matter  of  condition. 

Mr.  Brandeis.  But  as  a  matter  of  fact,  it  is  absolutely  true.  We 
have  ourselves,  and  we  know  whenever  we  undertake  to  do  physical 
labor  what  the  limitation  is  and  how  different  it  is  whether  we  go 
upon  it  as  fresh,  healthy  men  and  alert,  among  other  things,  eager. 
We  have  aU  found  out  that  the  best  way  to  do  good  work  is  to  have 
some  leisure  and  some  oth§r  avocation,  to  go  at  our  work  with  vim, 
because  we  have  had  something  to  refresh  ourselves  with. 

There  is  no  difference  between  us  and  the  ironworker  in  that  re- 
spect at  all.  His  recreation  may  be  different  from  ours,  as  his  work 
is  different  from  ours;  but  they  are  all  and  we  are  all  equally  men 
and  brothers,  and  if  we  bear  that  in  mind,  and  as  long  as  men  do 
bear  that  in  mind,  there  will  be  no  such  thing  as  inhumanity  in  these 
steel  workers'  condition. 

Mr.  Sterling.  Mr.  Chairman,  we  all  should  be  at  the  House 
promptly  to-day  for  a  little  while,  and  it  is  now  12  o'clock. 

The  Chairman.  I  would  suggest  that  we  adjourn  until  2.30  o'clock, 
and  in  the  event  the  vote  is  concluded  by  that  time  we  can  be  here 
promptly.  If  we  see  we  can  not  get  through  before  3  o'clock,  it  will 
be  useless  to  attempt  to  proceed  with  the  further  hearing  to-day,  and 
I  will  notify  the  parties,  and  in  that  event  we  will  meet  in  the  morn- 
ing at  10.30  o'clock. 

Mr.  Brandeis.  If  you  will  be  good  enough  to  notify  your  office,  Mr. 
Chairman,  I  wlU  be  in  communication  with  them.  I  shall  be  able  to 
attend  to-morrow,  but  I  have  io  loave  the  city  to-morrow  afternoon, 
so  I  hope  we  can  go  on  this  aftoinoon. 

The  Chairman.  I  think  we  shall  be  able  to  go  ahead,  and  in  that 
event  we  will  proceed  at  half  past  2.  In  the  event  we  do  not  get 
through  with  the  vote  in  the  House,  we  will  proceed  to-morrow 
morning  at  half  past  10. 

Thereupon  (at  12  o'clock  noon)  the  committee  took  a  tentative 
recess  until  2.30  o'clock  p.  m. ;  and  thereafter  adjourned  until  to- 
morrow, Tuesday,  January  30,  1912,  at  10.30  o'clock  a.  m. 
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Committee  on  In^testigation  of  the 

United  States  Steel  Corporation, 

House  of  Representatives, 

Tuesday^  January  30, 1912. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  Gentlemen,  the  committee  will  resume  its  labors. 

Mr.  Eeed.  Mr.  Chairman,  before  Mr.  Brandeis  resumes  his  state- 
ment, I  desire  to  say  to  the  committee  that  Mr.  Farrell  has  asked 
me  to  make  a  correction  of  a  statement  which  he  made  to  the  com- 
mittee some  time  last  week  while  he  was  testifying,  to  the  effect  that 
the  Steel  Corporation  had  not  sold  any  material  to  the  International 
Harvester  Co.  for  five  or  six  years. 

Mr.  Farrell  finds,  and  asks  me  to  say  for  him  to  the  committee,  that 
in  the  latter  part  of  last  year,  1911,  the  Carnegie  Co.  made  a  sale  of 
some  34,000  tons  of  bars  and  other  miscellaneous  products  to  the  In- 
ternational Harvester  Co.,  the  first  sale  that  had  been  made  for  seven 
years. 

Mr.  Farrell  asked  me  to  state  that  that  was  done.  I  believe  also 
the  corporation  sold  a  relatively  small  quantity  of  plates  of  some 
kind,  but  his  statement  should  be  taken  with  that  correction.  He 
either  did  not  know  it  or  forgot  it  at  the  time  he  made  his  general 
statement. 

The  Chairman.  That  correction  will,  of  course,  appear  in  this 
morning's  record. 

You  may  resume,  Mr.  Brandeis. 

STATEMENT  OF  MR.  LOUIS  D.  BRANDEIS— Continued. 

Mr.  Brandeis.  Mr.  Chairman  and  gentlemen  of  the  committee,  at 
the  close  of  the  hearing  yesterday  I  was  discussing  the  reasons  which 
might  exist  for  the  statement  made  by  Judge  Gary  that  some  of  the 
men  wanted  to  work  12  hours  a  day  and  would  object  to  a  lowering 
of  the  number  of  hours  of  labor,  and  I  was  referring  to  the  earnings 
of  the  men  and  pointing  out  that  65  per  cent  of  the  labor  employed 
was  unskilled  labor,  and  considering  the  rate  per  hour  which  that 
labor  was  receiving. 

Mr.  Young.  Does  this  relate  to  blast  furnaces? 

Mr.  Brandeis.  This  general  statement  of  the  65  per  cent  was  not 
limited  to  blast  furnaces,  but  was  extended  generally  to  the  labor. 
Certain  figures  which  I  quoted  were  blast-furnace  figures.  There 
were  two  classes  of  figures  which  we  were  considering. 
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Mr.  yoiTNG.  That  would  include  just  the  manufacturing  plants,  or 
would  it  include  mining? 

Mr.  Bkandeis.  Not  mining.  I  was  taking  the  figures  from  the  re- 
port of  the  Commissioner  of  Labor,  and  the  report  of  the  Commis- 
sioner of  Labor  relates  to  points  where  distinctly  the  steel  industry 
is  distinguished  from  mining  and  transportation. 

Mr.  Young.  Is  that  his  last  report  ? 

Mr.  Beandeis.  The  date  of  it  I  have  referred  to  and  read.  It  is 
his  report  which  went  to  press  December,  1911,  and  in  which  he 
stated,  in  a  memorandum,  it  was  substantially  true  as  of  that  date. 
The  investigation  was  made  mainly  in  May,  1910. 

Mr.  Eeed.  I  would  suggest  Mr.  Brandeis  might  be  asked,  Mr. 
Chairman,  if  he  has  seen  the  article  published  by  Mr.  John  A.  Fitch 
in  the  Survey  for  January,  1912,  in  which  Mj*.  Fitch,  whom  Mr. 
Brandeis  recommends  as  an  authority,  gives  the  scale  of  wages  for 
common  labor  paid  in  the  Steel  Corporation  mills  at  Pittsburgh,  in 
Pueblo,  Chicago,  by  Jones  &  Laughlin  in  Pittsburgh,  by  the  Lacka- 
wanna, Johnstown,  Harrisburg,  Bethlehem,  and  Birmingham  institu- 
tions, and  shows  that  the  rate  for  common  labor  paid  by  the  Steel 
Corporation  in  its  Pittsburgh  mills  is  higher  than  that  paid  by  any 
other  employer  or  at  any  other  place  in  the  United  States.  I  have 
the  figures  here. 

Mr.  Young.  You  mean  in  the  steel  industry  ? 

Mr.  Eeed.  Yes. 

Mr.  Brandeis.  I  have  not  that  particular  passage  in  mind,  but  I 
presume  it  corresponds  with  another  statement  which  I  have  that 
the  rate  paid  by  the  Steel  Corporation  at  Pittsburgh  is  17|  cents  an 
hour.  That  is  the  figure  I  was  just  about  to  call  to  your  attention, 
Mr.  Young,  in  connection  with  the  question  which  you  put. 

Doubtless  Mr.  Eeed  remembers,  as  a  citizen  of  Pittsburgh,  that  the 
Associated  Charities  of  Pittsburgh  have  made  an  investigation  into 
the  cost  of  living  in  Pittsburgh.  The  basis  of  that  investigation  is  to 
determine  what  bare  subsistence  will  require  for  a  family  consisting 
of  a  husband,  a  wife,  and  three  children.  Note,  this  is  bare  subsist- 
ence for  a  workingman's  family  of  that  size.  The  associated  charities 
find  that  in  order  for  such  a  family  to  live,  with  the  minimum,  it 
will  require  in  a  year  $768. 

Gentlemen,  if  you  will  take  the  figures  which  Mr.  Eeed  has  just 
given  you  of  17|  cents  per  hour  and  go  through  the  simple  mathemat- 
ical calculation  necessary  to  determine  how  much  a  man  will  earn 
who  works  12  hours  a  day  365  days  in  the  year,  you  will  find  that  it 
falls  just  $1.50  short  of  that  minimum  amount  which  the  Associated 
Charities  of  Pittsburgh,  in  their  investigation  into  the  cost  of  living, 
found  to  be  necessary  for  a  man,  his  wife,  and  three  children  to  sub- 
sist on. 

Mr.  Young.  Have  you  the  items  that  make  up  that  estimate  of  the 
associated  charities  ? 

Mr.  Bhandeis.  I  have  not  them  here,  but  I  shall  be  very  glad  to 
procure  them  and  submit  them  to  the  committee  at  a  proper  time. 

Mr.  Young.  I  would  like  to  see  them. 

Mr.  Eeed.  I  would  like  to  suggest  to  the  committee  the  death  rate 
must  be  fearful  among  the  employees  of  Jones  &  Laughlin,  our  com- 
petitor?, who  only  pay  16  cents  an  hour  against  our  17^  cents  an  hour. 
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Ml'.  Brandeis.  It  may  be  that  your  neighbors  are  suflFering.  We 
are  not  here  to  extol  your  neighbors,  and  we  have  not  investigated 
your  neighbors,  but  we  are  investigating  you,  and  we  find  here,  taking 
the  situation  that  your  own  associated  charities  in  the  city  of  Pitts- 
burgh present,  that  when  the  man  is  working  12  hours  a  day  seven 
days  a  week  throughout  the  whole  year  he  falls  $1.50  short  of  having 
enough  for  his  family  to  subsist  on. 

Mr.  Young.  Is  IJiat  the  average  of  all  the  wages  paid  by  the  steel 
industry  ? 

Mr.  Brandeis.  No;  that  is  the  average  of  all  the  common  labor 
which  consists  on  an  average  of  65  per  cent  of  all  the  people  engaged 
in  the  industry. 

Mr.  Young.  A  good  many  of  those  people  receive  less  than  17  cents 
an  hour,  do  they  not? 

Mr.  Brandeis.  I  understand  the  common  labor — I  can  probably 
give  the  exact  data  from  the  report  by  looking  it  up — has  an  average 
of  17^  cents.  Mr.  Reed  can  probably  tell  us  just  how  that  average  is 
divided  and  how  many  receive  less  than  that. 

Mr.  Young.  I  thought  the  other  day  you  gave  us  a  percentage  of 
something  like  12  per  cent  who  received  14  cents  an  hour? 

Mv.  Brandeis.  I  was  not  then  giving  the  figures  for  the  city  of 
Pittsburgh.  Please  note  these  figures  which  I  am  now  giving  are  for 
the  city  of  Pittsburgh. 

You  may  be  interested  in  this  connection  to  know  the  difference 
))et>veeii  the  city  of  Pittsburgh  and,  say,  the  other  two  great  centers 
and  the  other  one  great  center  in  ^Yhich  the  Steel  Corporation  is  inter- 
ested— Chicago. 

In  Chicago  the  cost  of  living  is  less  and  the  rate  of  wages  is  less. 
The  associated  charities  at  Chicago  made  a  similar  investigation,  and 
at  Chicago  they  found  that  a  family  could  live  on  $630,  but  that  the 
rate  of  wages  at  Chicago  is  somewhat  less;  I  mean  the  average  rate 
per  hour  is  somewhat  less;  so  that  if  a  man  works  12  hours  a  day, 
seven  days  in  the  week,  52  weeks  in  the  year,  he  would  earn,  in  Chi- 
cago, more  than  is  necessary.  In  other  words,  talring  into  considera- 
tion the  cost  of  living  in  Pittsburgh,  with  the  rate  of  wages  paid  in 
Pittsburgh  by  the  Steel  Corporation,  these  men  working  all  the  time 
could  not  earn  enough  for  bare  subsistence;  and  I  submit  that  the 
American  standard  of  living  requires  something  over  and  above  and 
very  different  from  bare  subsistence  for  a  family  composed  of  man, 
his  wife,  and  three  children. 

Mr.  Young.  I  suppose  the  value  of  these  estimates  would  depend 
pretty  largely  on  who  made  them,  so  I  would  like  to  suggest,  with 
the  permission  of  the  chairman,  that  you  include  in  your  remarks, 
when  you  have  finished,  the  statement  of  these  items,  so  that  the 
committee  may  have  something  from  which  to  judge  for  themselves 
as  to  their  value. 

Mr.  Brandeis.  I  shall  be  very  glad  to  furnish  them ;  but  I  suppose 
there  can  be  no  doubt,  Mr.  Young,  that  the  persons  who  made  this 
investigation  are  the  character  of  persons  who  would  have  certainly 
no  interest  in  securing  other  than  a  proper  statement  of  the  facts  as 
to  the  cost  of  living  in  the  community  in  which  they  live,  because 
this  is  not  like  the  Pittsburgh  Survey  itself — an  investigation  under- 
taken by  people  outside  of  Pittsburgh.  This  is  an  investigation  un- 
dertaken by  the  philanthropic  citizens  of  Pittsburgh  into  their  own 
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situation ;  that  is,  so  far  as  the  cost  of  living  is  concerned.  So  far  as 
the  wages  are  concerned,  you  have  that  admitted  fact^ — I  mean 
everybody  agrees  upon  the  fact  which  Mr.  Eeed  has  stated  in  that 
respect. 

Mr.  Eeed.  Would  the  committee  like  the  exact  figures  given  by 
Mr.  Fitch  in  this  statement? 

Mr.  Young.  I  would  like  them. 

The  Chairman.  We  will  have  Mr.  Fitch  before  the  committee. 

Mr.  Reed.  Just  in  this  connection,  if  the  chairman  will  permit  me 
to  give  the  figures,  Mr.  Fitch  says,  on  page  1529  of  the  issue  of  the 
Survey  of  January  6,  1912  : 

The  rate  for  common  labor  is  17i  cents  an  hour  In  the  steel  corporation 
mills  in  Pittsburgh.  It  Is  17  cents  in  Peublo  and  in  Chicago;  16  cents  in  the 
Jones  &  Laughlln  plant  in  Pittsburgh ;  15  cents  at  Lackawanna ;  and  at  Johns- 
town, Harrlsburg,  and  Bethlehem  it  is  from  15  cents  down.  In  Birmingham 
there  is  a  double  rate.  The  Tennessee  Coal,  Iron  &  Railroad  Co.  pays  13i  cents 
and  15  cents. 

The  Chairman.  In  speaking  of  the  Birmingham  district,  is  he 
speaking  there  of  the  free  labor  or  the  convict  labor,  or  both  ? 

Mr.  Reed.  He  is  speaking  of  free  labor.  The  Tennessee  Coal,  Iron 
&  Railroad  Co.  employs  no  convict  labor. 

The  Chairman.  When  did  it  stop? 

Mr.  Reed.  Several  months  ago.  Its  competitors  still  do;  but  it 
employs  no  convict  labor  at  all. 

The  Chairman.  I  am  advised  to  the  contrary  by  officers  there  very 
recently. 

Mr.  Reed.  My  advice  is  about  a  month  old,  from  the  president  of 
the  company. 

The  Chairman.  Mine  is  about  24  hours  old. 

Mr.  Reed.  We  will  have  to  determine  that  if  the  committee  still 
thinks  this  is  relevant  to  the  inquiry. 

The  Chairman.  You  may  proceed,  Mr.  Brandeis. 

Mr.  Brandeis.  With  reference  to  the  Lackawanna  works,  which  I 
imderstand  are  at  Buffalo 

Mr.  Reed  (interposing).  Yes. 

Mr.  Brandeis.  It  may  be  of  interest  to  know  that  the  Associated 
Charities  of  Buffalo  have  also  made  an  investigation  into  the  cost  of 
living  similar  to  that  made  in  Pittsburgh  and  Chicago,  and  they  find 
that  in  Buffalo  the  amount  required  for  the  family  of  the  husband, 
wife,  and  three  children  is  $560.  That  is,  $560  in  Buffalo  as  against 
$630  in  Pittsburgh.  At  this  rate,  to  which  Mr.  Reed  has  just  re- 
ferred, 15  cents  per  hour  at  Buffalo,  a  man  working  12  hours  a  day, 
365  days  in  the  year,  would  earn  nearly  $100  in  excess  of  that  required 
for  bare  subsistence;  so  that  the  condition  of  the  worker  in  Buf- 
falo, at  15  cents  an  hour,  is,  according  to  that  investigation,  ma- 
terially better  than  the  situation  of  the  worker  in  Pittsburgh  at  17^ 
cents  an  hour. 

Mr.  Reed.  Assuming  that  the  associated  charities'  figures  are  cor- 
rect. 

Mr.  Brandeis.  Assuming  that  the  investigation  into  the  cost  of 
living  is  correct  in  both  instances,  or  relatively  correct. 

Mr.  Young.  I  do  not  see  how  such  an  investigation  could  be  made 
absolutely  correct  as  between  Buffalo  and  Chicago,  leaving  out  Pitts- 
burgh.   My  impression  is  that  the  difference  of  $70  must  be  made  up 
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because  of  a  different  method  of  computation.    I  can  not  believe  that 
it  is  cheaper  to  live  in  Buffalo  than  in  Chicago. 

Mr.  Brandeis.  Of  course,  I  have  no  special  knowledge  on  that,  and 
all  I  can  do  is  to  make  a  suggestion.  Very  much  in  these  instances 
depends  upon  the  cost  of  rent.  If  I  remember  rightly,  the  data  fur- 
nished by  Mr.  Fitch — and  he  will  be  able  to  give  you  the  exact  fact — 
as  to  the  cost  of  living  in  Pittsburgh  involve  a  relatively  higher 
rental  as  compared  with  what  I  had  known  at  other  places. 

Mr.  Young.  I  was  not  speaking  about  Pittsburgh.  I  was  speaking 
of  the  difference  between  Buffalo  and  Chicago. 

Mr.  Brandeis.  In  regard  to  these  other  data,  all  I  can  say  is  this, 
which  doubtless  may  be  known  to  the  members  of  the  committee; 
That  the  social  workers  in  a  number  of  cities  have  been  cooperating 
for  a  series  of  years  for  the  purpose  of  ascertaining  the  actual  cost  of 
living.  Much  work  of  that  kind  has  also  been  done  by  the  Commis- 
sioner of  Labor,  and  the  independent  organizations  meeting  annually, 
through  the  general  conference,  have  been  making  these  investiga- 
tions. There  has  been  an  important  investigation  made  in  New  York 
City,  another  one  in  Buffalo,  others  in  Pittsburgh,  Chicago,  and  at 
other  places.  They  are  in  conference  with  one  another,  and  they  com- 
pare results.  Whether  these  particular  results  were  given,  I  can  not 
say,  because  I  have  no  knowledge;  but  I  think  it  entirely  probable 
that  the  various  social  workers  are  in  constant  conference  with  one 
another,  and  that  when  you  have  submitted  to  you,  as  I  expect  you 
will  have,  the  data  on  this  subject  you  will  have  the  means  of  deter- 
mining what  the  probabilities  of  error  may  be  in  one  case  and 
other. 

Mr.  Chairman  and  gentlemen,  having  taken  that  situation,  having 
found  here  fearfully  long  hours  and  these  inadequate  wages,  and  com- 
paring them  with  the  facts  which  have  already  been  developed  be- 
fore you  and  which  are  matters  of  common  knowledge  in  this  country, 
let  us  consider  next  the  extraordinary  profits  earned  by  the  Steel 
Corporation. 

You  will  remember  the  United  States  Commissioner  of  Corpora- 
tions has  found  that  this  corporation,  in  addition  to  the  dividends 
which  it  has  paid  out  in  the  10  years  or  less  than  10  years,  added  in 
value  to  its  assets  $435,000,000 — that  is,  in  addition  to  the  dividends 
paid  out;  and  that  of  the  dividends  paid  out  over  $220,000,000  rep- 
resents the  dividends  upon  what  the  Commissioner  of  Corporations 
finds  was  "water"  in  the  stock  when  it  was  issued — that  is,  all  of 
the  common  stock  being  water  and  a  proportion  of  the  preferred 
stock  being  water,  even  allowing  the  very  liberal  estimates  of  actual 
value  which  the  commissioner  allowed  in  that  calculation. 

You  have,  therefore,  this  fact:  That  the  corporation  in  10  years 
has  taken  from  the  American  people — mostly  from  the  American 
people,  because  the  exports,  of  course,  were  small^$650,000,000  at 
least  in  excess  of  the  liberal  return  upon  the  value  of  the  capital 
invested. 

How,  in  America,  can  you  explain  or  how  can  anybody  explain  a 
situation  that,  with  that  great  fund  of  profit  to  draw  on,  there  should 
result,  in  a  great  and  conspicuous  industry,  a  condition  of  work  and 
of  living,  if  living  it  may  be  called,  affecting  that  large  body  of 
employees,  such  as  we  find  here?  I  take  it  there  is  only  one  explana- 
tion, and  it  is  this: 
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While  this  corporation  is  the  greatest  example  of  combination, 
the  most  conspicuous  instance  of  combination  of  capital  in  the 
world,  it  has,  as  an  incident  of  the  power  which  it  acquires  through 
that  combination  and  through  its  associations  with  railroads  and  the 
financial  world,  undertaken,  and  undertaken  successfully,  to  deny 
the  right  of  combination  to  the  workingmen.  and  these  horrible  con- 
ditions of  labor,  which  are  a  disgi-ace  to  America,  considering  the 
wealth  which  has  surrounded  and  flown  out  of  this  industry,  are  the 
result  of  having  killed  or  eliminated  from  the  steel  industry  union- 
ism. All  the  power  of  capital  and  all  the  ability  and  intelligence 
of  the  men  who  wield  and  who  seiwe  the  capital  have  been  used  to 
make  practically  slaves  of  these  operatives,  because  it  does  not  mean 
merely  in  respect  to  the  way  in  which  they  have  lived,  but  the  ver;y 
worst  part  of  all  this  is  the  repression.  It  is  a  condition  of  repres- 
sion, of  slavery  in  the  real  sense  of  the  word,  whieli  is  alien  to 
American  conditions. 

Mr.  Young.  Mr.  Brandeis,  have  you  made  investigation  into  the 
wage  paid  in  the  steel  industry  since  the  Steel  Corporation  was 
formed,  as  compared  with  those  paid,  say,  during  10  years  or  20 
years  previously? 

Mr.  Brandeis.  Yes,  Mr.  Young,  I  have. 

Mr.  Young.  That  would  be  very  enlightening,  I  judge. 

Mr.  Brandeis.  I  will  give  you  the  result  of  that  in  a  few  words. 

Mr.  Reed.  And  the  source  of  your  information. 

Mr.  Brandeis.  Yes,  Mr.  Reed,  the  source  of  my  information,  too. 

The  source  of  my  information  on  this,  as  on  so  many  other  ques- 
tions, is  largely  faith,  and  to  a  certain  extent  the  reports  or  the 
Commissioner  of  Labor. 

This  is  the  situation  in  regard  to  wages :  As  compared  to  the  period 
to  which  you  refer,  Mr.  Young — that  is,  going  back  15  or  20  years, 
going  back  before  the  elimination  of  the  trade-union  from  the  Car- 
negie plant  at  Homestead — there  has  been  a  reduction,  and  a  marked 
reduction,  in  the  rate  of  wages,  in  the  actual  rate  of  wages  paid 
skilled  labor.  That  varies  according  to  various  kinds  of  labor  from 
a  very  slight  percentage  to  as  high  as  30  or  40  per  cent. 

Mr.  Young.  You  have  not  those  figures  tabulated,  have  you  ? 

Mr.  Brandeis.  Those  figures  I  can  give  you  from  Mr.  Fitch's  book. 

Mr.  Young.  I  would  like  verj^  much  to  have  them. 

Mr.  Brandeis.  And  this  is  the  truth,  that  in  this  skilled  labor,  in 
many  instances,  the  earnings  of  the  men  who  M'ork  12  hours  are  less 
than  those  who  work  8  or  10  hours  at  that  time  to  which  I  refer. 
That  is  the  first  thing. 

The  second  position  is  that  there  has  been  a  constant  tendency,  a 
perfectly  natural  tendency,  to  reduce  the  number  of  skilled  men 
relatively  in  the  industry,  so  that  the  men  who  receive  relatively 
high  wages  are  a  very  much  smaller  proportion  of- the  whole  than 
they  were  in  the  20  years  ago  to  which  you  refer. 

Mr.  Young.  That  comes  from  substitution  of  machinery. 

Mr.  Brandeis.  That  comes  from  the  substitution  of  machinery  in 
the  advance  in  processes.  But  it  is  of  infinite  importance  in  consid- 
ering the  point  of  view  which  I  desire  to  consider,  which  is  whether 
these  men  live  under  conditions  consistent  with  American  democracy 
and  American  standards — because  this  is  a  very  great  number  af 
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men,  given,  as  I  stated  a  few  moments  ago,  65  per  cent  of  the  whole 
being  unskilled  laborers  who  are  working  on  an  hourly  basis. 

When  you  take  that  hourly  basis,  there  has  been  in  the  cents  per 
hour  an  appreciable  increase  in  pay,  if  you  look  only  at  the  money 
that  you  receive.  But  when,  instead  of  confining  your  investigations 
to  the  money  which  they  receive,  you  take  the  increase  also  in  the 
cost  of  living,  then  there  has  not  been  an  increase,  but  there  has  been 
relatively  a  decrease  in  the  actual  purchasing  power  of  the  money. 

Mr.  Young.  What  years  do  you  compare? 

Mr.  Beandeis.  I  am  comparing  the  precise  years  to  which  you 
refer.     I  take  the  year  1892,  before  the  Homestead  strike 

Mr.  Young  (interposing).  My  question  was  whether  you  had  com- 
pared 10  years  since  the  Steel  Corporation  was  organized,  with  the 
8  or  10  years  or  20  years  previously.  I  thought  perhaps  10  years 
would  not  be  a  fair  comparison. 

Mr.  Beandeis.  I  have  not  the  exact  10  years  as  to  the  Steel  Cor- 
poration. I  do  not  know  that  the  data  exist.  I  certainly  have  not 
the  data. 

Mr.  Keed.  It  is  in  Mr.  Farrell's  testimony. 

Mr.  Beandeis.  Does  Mr.  Farrell's  testimony  also  give  the  data  as 
to  the  increase  in  the  cost  of  living? 

Mr.  Reed.  No  ;  he  had  not  gone  into  that. 

Mr.  Beandeis.  Unless  you  have  the  data  as  to  the  increased  cost 
of  living  you  are  talking  about  something  that  does  not  cover  the 
case. 

Mr.  Young.  It  does  not  completely  cover  it. 

Mr.  Beandeis.  It  does  not  cover  it  at  all. 

Mr.  Young.  It  covers  one  side  of  it. 

Mr.  Beandeis.  It  gives  just  one  side  of  it,  yes ;  but  nobody  in  con- 
sidering the  situation  in  America  to-day,  intelligently  and  fairly, 
would  undertake  to  compare  wages  to-day  with  10  years  ago  and  not 
consider  the  increase  in  the  cost  of  living. 

Mr.  Young.  Certainly  not;  but  when  you  get  one  side  of  this 
equation,  you  have  made  that  much  advance  and  can  follow  it  up 
with  the  other. 

Mr.  Beandeis.  It  may  be  an  advance,  provided  you  do  follow  it 
up ;  otherwise,  it  is  simply  misleading. 

When  you  take  that  situation,  you  find  no  increase  in  wages;  but 
what  I  want  to  speak  of,  Mr.  Chairman  and  Mr.  Young  and  gentle- 
men of  the  committee,  is  this,  that  the  question  here  is  not  so  much  the 
{{uestion  whether  the  number  of  cents  per  hour  that  this  miserable 
creature  receives  is  a  little  more  or  a  little  less.  Whether  it  is  enough, 
none  of  us  are  competent  to  determine.  What  we  are  competent  to 
determine,  sitting  right  here,  as  American  citizens,  is  whether  any 
men  in  the  United  States,  be  they  directors  of  the  Steel  Corporation 
or  anyone  else,  are  entitled  and  can  safely  determine  the  conditions 
under  which  a  large  portion  of  the  American  shall  live;  whether  it 
is  not  absolutely  essential  to  fairness,  for  results  in  an  American 
democracy,  to  say  that  the  great  mass  of  working  people  should  have 
an  opportunity  to  combine,  and  by  their  collective  bargaining  secure 
for  themselves  what  may  be  a  fair  return  for  their  labor.  There 
is  the  fundamental  question,  and  there  is  the  question  which  is  at  the 
bottom  of  this  situation.    The  denial  of  that  right  of  collective  bar- 
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gaining  is  an  explanation  of  the  miserable  condition  of  the  working- 
men  in  the  steel  industry.    Let  us  see  what  that  condition  is. 

We  have  been  hearing  all  these  years,  gentlemen  of  the  committee, 
about  a  tariff  which  was  to  protect  American  labor.  Eead  what  the 
Commissioner  of  Labor  says.  He  tells  you  that  of  the  laborers  or 
of  the  workingmen  in  the  steel  industry  on  which  he  reports  60  per 
cent  are  foreign  born.    Let  us  see  what  that  means. 

Of  all  the  whites  in  America,  taking  the  whole  country  together, 
about  14  per  cent  are  foreign  born.  These  steel  industries  are  not 
like  New  York  and  Boston  and  Philadelphia,  the  places  where  im- 
migrants come  in  and  which*  arrests  the  immigrants  as  a  sieve  ar- 
rests the  matter  as  it  comes  through — not  that.  If  you  are  going  to 
New  York  you  will  find  a  very  much  larger  proportion  of  men  for- 
eign born,  but  with  this  steel  industry  scattered  all  over  the  coun- 
try, largely  in  the  central  West  and  in  the  South  and  in  the  North, 
but  not  particularly  in  the  East,  they  have  a  foreign  population, 
foreign  born,  of  60  per  cent  of  all  the  people  there. 

What  is  more  than  that,  40  per  cent  of  these  are  of  the  Slavonic 
race,  and  a  very  large  proportion  of  them  can  not  read  or  write,  cer- 
tainly the  English  language. 

What  does  that  mean  ?  It  means  the  conditions  under  which  these 
people  live  are  conditions  under  which  no  American  would  live. 
No  self-respecting  man  would  live  under  these  conditions  of  work, 
of  hours  of  labor,  or  under  the  conditions  of  repression  to  which 
these  men  have  been  subjected. 

Mr.  Eeed.  And  your  authority  for  that,  Mr.  Brandeis  ? 

Mr.  Brandeis.  My  authority  for  that  is  Mr.  Fitch,  and  I  would 
like  to  read  for  you  a  few  instances  of  that  situation ;  and  I  would 
like  to  read  also  for  you  and  call  your  attention  to  another  thing — 
that  it  is  not  accident,  it  is  not  accidental  that  the  people  who  are 
working  here  represent  the  foreign  born  and  the  Slavonic  race  of 
the  Mediterranean  peoples  as  distinguished  from  the  Anglo-Saxon 
people. 

Mr.  Young.  Do  you  mean  that  these  men  are  brought  in  here  in 
violation  of  the  contract-labor  law  ? 

Mr.  Brandeis.  I  do  not  know  whether  they  are  brought  in  in  viola- 
tion of  the  contract-labor  law  or  not;  but  you  know,  Mr.  Young, 
and  everyone  of  us  know,  that  any  large  employer  of  labor  finds  it 
perfectly  possible,  without  entering  into  an  agreement  which  is  in 
violation  of  the  contract-labor  law,  to  attract,  in  one  way  and  an- 
other, to  his  place  people  who  would  not  come  to  America  but  for  the 
attraction  which  is  held  out  to  them.  I  do  not  mean  the  Steel  Corpo- 
ration is  by  any  means  the  only  offender. 

Mr.  Young.  If  you  are  giving  a  fair  description  of  this  situation 
there,  there  would  not  seem  to  be  anything  very  attractive  about  it. 

Mr.  Brandeis.  It  may  be  extremely  attractive  for  people  who  have 
not  American  standards  and  it  may  appear  to  be  attractive  to  people 
who  do  not  understand  what  they  are  coming  to.  But  they  may  be 
perfectly  willing— these  Slavs  and  Koumanians  and  Syrians  and 
Armenians — to  come  in ;  but  what  they  are  doing  is  to  create  condi- 
tions which  are  un-American,  which  are  undemocratic,  a  condition  of 
feudalism.  They  all  displace  American  labor,  displacing  the  people 
who  in  times  past  have  made  their  start  in  the  world  and  have  lived 
well  and  developed  into  fine  American  citizens  from  the  great  steel 
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industry  of  which  we  were  once  proud.  That  is  the  difference,  and 
that  is  a  very  marked  difference,  I  want  to  show  you,  as  bearing 
upon  that  situation  that,  as  I  say,  this  condition  is  not  accidental  that 
they  have  so  many  foreigners,  that  they  have  these  people  who  are 
not  familiar  with  American  conditions  and  can  not  become  so. 

Mr.  Reed.  While  Mr.  Brandeis  is  looking  for  his  place  in  this 
Russell  Sage  Survey  report  I  want  to  call  attention  to  the  fact,  Mr. 
Chairman,  that  that  Survey  was  so  fairly  made  that  when  they 
printed  a  300-page  book  on  the  inadequacy  of  compensation  to  injured 
workmen  they  put  the  United  States  Steel  Corporation  accident- 
relief  plan  in  the  minute  type  in  a  footnote  at  the  end  of  the  book. 

Mr.  Beandeis.  I  will  come  to  that  a  little  later. 

Mr.  Reed.  I  hope  you  will. 

Mr.  Beandeis.  I  certainly  will,  if  I  have  an  opportunity. 

The  Chaieman.  Mr.  Young  has  asked  you,  Mr.  Brandeis,  about 
the  importation  of  foreign  labor.  Do  you  know  and  have  your  in- 
vestigations led  you  to  an  inquiry  into  the  alleged  custom  of  having 
proprietors  of  sleeping  houses  and  barrooms,  usually  combined,  act 
as  intermediaries  for  the  securing  of  these  Slavonic  and  Montene- 
grins and  Syrian  laborers  ?    Have  you  investigated  that  phase  ? 

Mr.  Beandeis.  I  have  heard  of  such,  not  specifically  with  refer- 
ence to  the  Steel  Corporation,  but  in  other  cases,  and  with  respect  to 
still  other  races  than  those  you  have  mentioned,  that  that  practice 
is  not  uncommon. 

The  Chaieman.^ And  as  to  Italians? 

Mr.  Beandeis.  Yes. 

I  want  to  call  the  attention  of  the  committee  to  what  you  will  find 
in  Mr.  Fitch's  book,  at  page  147,  in  connection  with  the  time  of  the 
strike.    I  address  your  attention  to  this  advertisement 

Mr.  Reed  (interposing).  The  Homestead  strike? 

Mr.  Beandeis.  This  is  the  strike  of  1909,  the  Steel  Corporation 
strike.    Doubtless  you  will  recognize  the  advertisement,  Mr.  Reed. 

Mr.  Chairman,  the  advertisement  to  which  I  refer  reads  as  follows : 

Tinners,  catchers,  and  helpers,  to  work  In  open  shops,  Syrians,  Poles,  and 
Roumanians  preferred.  Steady  employment  and  good  wages  to  men  willing 
to  work ;  fare  paid  and  — —  628  Penn  Avenue. 

Mr.  Young.  What  is  that  advertisement  for  help? 
Mr.  Beandeis.  It  is  a  clipping  from  a  newspaper. 
Mr.  Young.  An  advertisement  for  help  ? 
Mr.  Beandeis.  Yes. 
Mr.  Young.  Who  issued  that? 

Mr.  Beandeis.  Perhaps  you  would  like  to  have  me  read  what  Mr, 
Fitch  says  in  regard  to  it. 
Mr.  Young.  I  would  like  to  know  from  whom  it  came. 
Mr.  Beandeis.  On  page  147  of  his  book,  in  this  connection,  he  says : 

Nearly  30  years  later,  soon  after  the  unions  in  the  sheet  and  tin  mills  went 
on  strike  in  July,  1909,  the  same  note  was  struck  in  advertisements  which 
appeared  in  Pittsburgh  f)apers  for  men  to  work  in  nonunion  tin  mills.  One 
such  advertisement  contained  the  statement,  "  Syrians,  Poles,  and  Roumanians 
preferred."  The  advertisements  were  inserted  by  a  Pittsburgh  employment 
bureau,  but  it  was  evident  that  the  men  were  wanted  for  the  Steel  Corporation 
mills. 
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The  proof  of  the  pudding  is  in  the  eating,  Mr.  Young.  JNIen  do 
not  employ  Syrians  and  Roumanians  and  Poles  or  Huns  or  any  of 
the  other  people  by  accident.  They  kno^v  what  they  are  doing;  and 
when  you  find  them  employing  40  per  cent  of  Slavs  and  20  per  cent 
of  other  persons  of  foreign  birth  in  a  community  and  in  a  country 
where  there  are  so  many  hundreds  of  thousands  o£  unemployed  per- 
sons as  there  have  unfortunately  been  in  the  United  States,  and  are 
nearly  all  the  time,  you  may  conclude.  I  think,  and  any  of  us  may 
conclude,  that  fairly  the  result  was  one  that  was  contemplated  and 
desired,  particularly  when  it  originates  from  one  of  the  best  and 
occurs  in  one  of  the  best  organized  of  all  institutions  in  the  world. 

I  say  these  are  conditions  which  have  driven  out  American  labor; 
and  the  most  important  thing  I  want  to  impress  upon  you  in  regard 
to  that  is  not  merely  the  long  hours  or  the  low.  wages,  but  it  is  that 
it  has  been  and  is  attended  with  conditions  of  repression  the  like  of 
which  you  can  not  find,  I  believe,  this  side  of  Russia.  These  men  are, 
or  believe  themselves  to  be,  under  a  condition  of  espionage,  subject 
to  discharge  if  they  undertake  to  discuss  in  any  way  with  one  an- 
other their  grievances,  their  miserable  conditions,  with  a  vi«w  to 
forming  a  union  or  remedying  their  conditions. 

Mr.  Reed.  And  your  authority  for  that,  Mr.  Brandeis? 

Mr.  Bkanufjs.  My  authority  is  this  very  long  investigation  which 
Mr.  Fitch  made  during  his  long  residence  in  that  neighborhood,  and 
I  ask  you,  Mr.  Chairman  and  gentlemen  of  the  committee,  to  examine 
him  with  great  fullness  upon  that  subject,  because  ttiere  is  none  which 
interests  the  American  people  as  a  whole  so  much  as  that  proposition. 

The  Chairman.  Mr.  Brandeis,  along  that  line  you  were  asked  by 
Mr.  Reed  for  your  authority,  and  I  would  inquire  if  you  have  in- 
vestigated the  condition  on  the  Great  Lakes ;  and  do  you  know  from 
reliable  authority  of  instances  in  which  the  men  employed  on  the 
boats  of  the  Pittsburgh  Steamship  Co.  were  required  to  give  up  their 
union  books  and  throw  them  into  the  lake  in  "order  to  retain  their 
places  on  the  boats  ? 

^Ir.  Brandeis.  I  have  been  told  by  what  seemed  to  mc  to  be  a  care- 
fid  investigator  that  that  was  the  fact. 

The  Chairman.  I  did  not  think  that  this  question  of  the  actions 
of  the  corporation  against  labor  would  be  a  question  of  discussion, 
since  the  minutes  of  the  Steel  Corporation  show  plainly  and  suc- 
cinctly that  they  are  opposed  to  organized  labor.  I  put  those  minutes 
in  the  record. 

Mr.  Brandeis.  I  should  hope,  Mr.  Chairman,  that  the  .Vmerican 
people  would  have  upon  the  record  all  of  the  minutes  and  transac- 
tions of  the  Steel  Corporation  and  its  subsidiaries  bearing  upon  that 
question. 

Mr.  Reed.  ^Ye  are  equally  surprised,  because  the  resolution  of 
Congress  creating  this  committee  did  not  mention  any  such  subject 
as  that. 

The  Chairman.  That  part  of  it  has  already  been  published. 

Mr.  Brandeis.  ^Ir.  Young  has  asked  for  seme  authority,  and  I 
think  perhaps  he  would  like  ta  have  this  statement,  which  will  be 
found  on  pages  214  and  215  of  Mr.  Fitch's  book: 

I  doubt  whether  voii  could  find  a  more  suspicious  Imdy  of  men  than  the 
employees  of  the  Tnited  States  Steel  Corporation.  They  are  suspicious  of  one 
another,  of  their  neighbors,  and  of  their  friends.     I  ^as  repeatedly  suspected 
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of  being  an  agent  of  the  corporation  sent  out  to  souna  men  with  regard  to  their 
attitude  toward  the  corporation  and  toward  unionism.  The  fact  is  the  steel 
workers  do  not  dare  openly  express  their  convictions.  They  do  not  dare  assem- 
ble and  talk  over  affairs  pertaining  to  their  welfare  as  mill  hands.  They  feel 
that  they  are  living  always  in  the  presence  of  a  hostile  critic  They  are  a  gen- 
erous, open-hearted  set  of  men  upon  the  whole.  The  skilled  men  are  intelligent 
and  are  able  and  glad  to  talk  upon  a  variety  of  subjects.  But  let  the  conversa- 
tion be  shifted  to  the  steel  works  and  they  immediately  become  reticent.  It  is 
safe  to  talk  with  a  stranger  about  local  option,  the  price  of  groceries,  or  the 
prospect  of  war  with  Japan,  but  it  is  not  regarded  as  safe  to  talk  about  con- 
ditions in  the  steel  industry.  Concerning  the  most  patent  and  generally  known 
facts,  intelligent  men  display  the  most  marvelous  ignorance. 

Again  he  says: 

When  I  met  the  men  in  their  homes,  too,  there  was  suspicion  to  be  broken 
down.  Sometimes  I  could  not  get  an  opportunity  to  see  the  man  whom  I  was 
seeking.  Business  engagements  would  suddenly  be  remembered  which  prevented 
an  interview.  Several  men  refused  to  talk  about  mill  work.  A  highly  paid  em- 
ployee of  the  corporation  refused  even  to  see  me.  I  had  been  at  his  house,  and 
finding  that  he  was  out  I  left  word  that  I  would  return  at  a  specified  hour. 
Returning  at  the  time  named,  my  ring  brought  the  housewife  to  the  door,  who 
told  me  that  her  husband  was  at  home,  but  that  he  would  not  see  me  or  talk  to 
me,  because  the  company  had  forbidden  its  employees  to  talk  with  strangers 
about  mill  work.  Repeatedly  I  interviewed  men  who  answered  my  questions 
guardedly,  evidently  in  great  perturbation  of  spirit,  as  if  they  feared  that  my 
■  visit  boded  them  no  good.  Sometimes  when  meeting  a  workingman  and  ex- 
plaining to  him  my  desire  to  talk  over  industrial  conditions  he  would  say,  pro- 
testingly,  "  But  I  haven't  anything  to  say  against  the  company,"  although  I  had 
not  once  mentioned  the  company.  On  several  occasions  at  the  close  of  an  inter- 
view in  which  only  the  most  careful  statements  had  been  made  my  canny  in- 
formant chuckled  in  evident  relief,  "  There,  I  haven't  told  you  anything  against 
the  company,  have  I "  ?  One  man  of  long  experience  as  a  steel  worker,  who- 
gave  me  a  better  insight  into  mill  conditions  than  any  other  one  person,  re- 
marked, "  I  used  to  write  for  labor  papers  a  great  deal,  and  sometimes  I  fairly 
burn  to  do  it  now — to  declare  before  the  world,  over  my  own  signature,  the 
facts  about  working  conditions  in  the  steel  industry.  But  I  can't.  It  wouldn't 
be  safe." 

That  condition  in  regard  to  the  industry  ]3revails,  as  Mr.  Fitch's 
investigation  shows  very  clearly,  markedly,  when  it  comes  to  the  mat- 
ter of  the  political  activity  of  the  corporation.  As  a  part  of  this 
very  desire  to  control  everything,  not  content  to  stop  with  the  control 
of  the  market,  and  extending  to  the  control  of  their  employees,  they 
proceed  to  the  control  of  the  political  organizations  in  the  communi- 
ties in  which  thej^  live. 

Tn  this  connection  I  call  your  attention  to  this  statement  at  page 
229  of  Mr.  Fitch's  book : 

It  is  commonly  understood  that  the  United  States  Steel  Corporation  is  the 
dominant  force  in  politics  in  the  mill  towns,  except  in  McKeesport,  where  au- 
thority seems  to  be  divided  with  the  brewing  Interests. 

Repeatedly  I  was  told  that  workmen  had  been  discharged  at  Duquesue  for 
refusing  to  vote  the  way  the  company  wished.  I  was  told  by  one  employee  that 
he  had  been  called  into  the  office  of  his  superintendent  and  remonstrated  with 
for  working  against  the  company  ticket,  and  an  indirect  threat  was  made  of  dis- 
charge. I  was  told  by  men  of  unimpeachable  standing  in  Braddock,  who  were 
not  steel-works  employees,  that  in  the  spring  of  1908,  preceding  the  May  pri- 
maries, men  were  induced  to  vote  for  the  candidates  favored  by  the  corporation 
by  promises  of  a  resumption  of  industry  If  the  right  men  were  nominated.  But 
the  most  damaging  testimony  that  I  received  regarding  the  interference  of  the- 
Steel  Corporation  in  politics  came  from  a  source  clearly  authoritative. 

For  obvious  reasons  I  can  not  give  my  informant's  name.  "A  short  time 
before  the  primaries  of  May,  1908,"  he  said,  "  orders  came  from  the  New  York 
office  of  the  United  States  Steel  Corporation,  to  the  general  superintendent  of 
the  Edgar  Thomson  plant  at  Braddock,  directing  him  to  order  the  department 
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superintendents  to  line  up  their  employees  for  the  Penrose  candidates  for  the 
legislature.  The  general  superintendent  called  a  meeting  of  the  department 
superintendents  and  delivered  the  orders.  This  created  considerable  dismay, 
for  local  option  was  an  issue  in  the  primaries,  and  the  Penrose  candidates  were 
opposed  to  local  option. '  Some  of  the  superintendents  were  already  prominently 
identified  with  the  local  option  party  and  had  been  assisting  in  organizing  the 
campaign.  How  they  could  with  honor  or  self-respect  abandon  the  issue  at 
this  point  was  not  clear  to  the  officials.  But  the  answer  to  the  objections  was 
clear  and  to  the  point.  They  were  told  that  their  first  duties  were  to  the  cor- 
poration. They  must,  accordingly,  break  any  and  all  promises  and  work  for 
Penrose,  because  the  United  States  Steel  Corporation  wanted  him  in  the 
Ser.ate." 

It  is  of  no  significance  whether  it  was  Senator  Penrose  or  anybody 
else  about  whom  they  were  talking ;  but  the  important  thing  is  that 
the  testimony,  as  furnished  by  Mr.  Fitch — and  I  hope  you  will  ex- 
amine him  fully  on  this  point — shows  that  this  power,  this  huge 
power,  is  wielded  to  control  the  lives  of  men  outside  of  the  mills  as 
well  as  in  them ;  and  I  say  that  there  is  only  one  way  of  meeting  that 
situation,  and  that  is  a  double  way. 

In  the  first  place,  we  can  not  maintain  democratic  conditions  in 
America  if  we  allow  organizations  to  arise  in  our  midst  with  the 
power  of  the  Steel  Corporation.  Liberty  of  the  American  citizen 
can  not  endure  against  such  organizations. 

The  second  is  applicable  not  only  to  the  Steel  Corporation,  but  to 
hundreds  of  others :  There  is  no  hope  for  American  democracy  unless 
the  American  workingman  is  permitted  to  combine,  and,  througii 
combination  and  collective  bargaining,  secure  for  himself  the  rights 
of  industrial  liberty. 

No  one  can  be  more  conscious  than  I  am  of  the  abuses  of  trade 
organizations.  Their  acts  are  in  many  instances  acts  to  be  con- 
demned, acts  to  be  opposed,  acts  to  be  suppressed ;  but  they  are  like 
all  the  abuses  of  liberty  with  which  we  are  familiar.  We  must  main- 
tain liberty,  political  liberty,  in  spite  of  its  abuses,  and  we  must  main- 
tain the  liberty  of  combination,  and  encourage  combination  on  the 
part  of  unions,  but  hold  them  up  to  a  high  responsibility  of  using 
well  that  power  which  is  intrusted  to  them;  and  to  my  mind,  if  we 
once  come  to  a  time  where,  instead  of  fighting  for  their  existence, 
their  existence  is  assured  them,  and  they  fight  only  for  their  rights, 
a  large  part  of  the  abuses  of  which  we  complain  to-day  on  the  part 
of  organized  labor  wiU  cease. 

There  is  one  important  branch  of  this  inquiry  which  I  am  sure 
Mr.  Eeed  wishes  me  to  enter  into,  and  which  I  am  as  anxious  to 
enter  into  as  he  may  be ;  and  that  is,  what  has  the  corporation,  in  its 
capacity  of  despot  and  of  absolute  ruler,  done  for  the  benefit  of  its 
people  ?  What  has  been,  as  it  is  called,  the  "  welfare  "  work  of  the 
corporation  ? 

Mr.  Eeed  was  afraid  yesterday  that  I  might  forget  their  pension 
plan.  On  the  contrary,  there  is  no  part  of  their  work  which  I  am 
more  anxious  to  discuss  and  to  bring  to  the  attention  of  this 
committee. 

They  have  recently  established  a  pension  plan,  the  pension  fund 
being  based  in  part  on  that  gift  which  was  made  years  ago  for  pen- 
sion purposes  by  Mr.  Carnegie,  and  the  balance  of  it  contributed  by 
the  Steel  Corporation  or  its  subsidiaries.  Is  that  something  to  re- 
joice at  or  to  regret?     The  first  thought  of  everybody  must  oe  that 
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pensions  for  old  age  and  for  invalidity  is  one  of  the  most  commen- 
dable acts  in  which  any  employer  can  be  interested,  and  particularly 
in  an  industry  like  this,  which  makes  such  ravages  upon  the  strength 
and  vitality  of  those  who  are  engaged  in  it. 

But  this  pension  plan  is  not  a  pension  plan  by  which  these  men 
may  look  forward  reasonably  with  hope,  but  it  is  in  fact  only  another 
one  of  the  chains  to  rivet  them  to  their  employer  and  to  deprive 
them  of  the  liberty  of  American  citizens. 

What  I  am  saying  is  not  peculiar  to  the  pension  plan  of  the  United 
States  Steel  Corporation.  You  will  find  this  same  characteristic  in 
the  pension  plan  of  a  number  of  the  other  large  trusts  and  other  con- 
cerns similarly  situated  and  desiring  similar  ends.  What  is  it?  It 
is  this — that  the  men  entering  that  employ  acquire  no  right  whatso- 
ever to  a  pension.  There  is  a  pension  fund  from  which  they  may 
obtain  a  benefit,  in  the  first  place,  if  they  remain  with  the  company, 
and  in  the  second  place,  if  their  conduct  while  in  the  employ  of  the 
company  is  such  as  to  commend  itself  to  the  judgment  and  discretion 
of  the  officers  of  the  company. 

Let  us  see  what  that  me^ns.  That  as  a  man  advances  in  years  and 
begins  to  feel  and  see  before  him  the  possibilities  of  old  age  and  the 
lessening  or  ceasing  of  his  earning  powers  he  finds  himself  bound 
absolutely  to  this  corporation,  not  bound  only  to  remain  with  them 
despite  the  conditions  such  as  I  have  described,  but  bound  also  while 
he  is  with  them  not  to  do  anything  which  may  seem  to  the  officers 
of  that  corporation  to  be  disloyal  or  to  be  contrary  to  the  welfare 
or  the  best  interests  of  that  corporation. 

When  you  have,  as  here,  a  situation  where  the  corporation  stands 
committed  before  the  world  to  that  policy  of  eliminating  trade 
unionism  from  its  establishments,  you  have  as  a  first  condition  of 
loyalty  and  of  regard  for  the  welfare  of  the  corporation — that  a 
man  should  abjure  unionism,  that  a  man  should  cease  or  refrain  from 
joining  with  his  fellow  men  to  resent  injustice  and  to  improve  his 
condition.  It  is  a  bribe,  a  new  form  of  subjection  into  which  the 
man  is  brought  by  this  corporation,  and  it  is  to  my  mind  one  of  the 
most  serious  elements  m  the  labor  situation  to-day,  because  it  is  not 
confined  to  the  Steel  Corporation. 

It  is  this  desire,  by  a  sort  of  offering  to  the  laboring  man  of  ap- 
parently something  which  is  for  his  benefit,  to  cripple  his  freedom, 
and  after  a  period  of  time,  as  years  go  on  and  men  begin  to  appre- 
hend what  may  be  in  store  for  them,  that  brings  about  the  situation 
where  you  have  all  of  these  men  who  are  within  sight  of  a  pension 
joining  together  as  a  solid  phalanx  to  prevent  any  change. 

Mr.  Eeed.  Would  not  the  same  result  follow  a  raise  in  their  pay? 

Mr.  Beandeis.  Not  at  all.  T\Tien  you  raise  their  pay  they  get  each 
day,  and  each  day  as  they  go  on,  payment,  and  if  that  raise  in  the  pay 
on  the  1st  day  of  January,  1913,  is  not  what  they  think  they  are  en- 
titled to,  without  losing  one  cent  they  may  go  elsewhere  and  seek  a 
higher  rate  of  pay.    They  are  paid  as  they  go. 

What  ought  to  be  the  form  of  pension  system?  It  is  perfectly  dear 
what  it  ought  to  be.  It  is  perfectly  clear  the  only  form  of  pension 
system  which  ought  to  exist,  indeed,  so  far  as  the  legislative  power 
of  this  country  is  concerned,  the.  only  form,  ultimately,  I  believe, 
which  we  will  permit,  is  this :  A  pension  system  to  which  employer 
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and  employee  both  contribute,  the  employee  from  his  wages  and  the 
employer  as  a  part  of  his  obligation ;  conferring  upon  each  individual 
a  right— an  inalienable  right— tx)  the  money  which  he  has  laid  aside 
each  week  or  each  month  or  each  year,  to  which  he  would  be  abso- 
lutely entitled ;  and  what  is  more  than  that,  a  fund  which  is  to  be 
administered,  not  by  the  corporation  as  an  act  of  charity,  of  discrim- 
inating and  interested  charity,  but  as  a  judicial  exercise  of  right  and 
equity  and  in  which  the  employees  shall  have  an  equal  say  upon  the 
board  that  disposes  of  those  pensions  with  the  employer  himself. 

Mr.  Young.  In  my  State  of  Michigan  some  corporations  proposed 
a  scheme  such  as  you  suggest,  and  in  each  instance  it  has  been  op- 
posed by  the  working  men  themselves,  who  thought  it  was  unfair  to 
them  that  they  be  required  to  contribute. 

Mr.  Beandeis.  Yes,  I  have  no  doubt,  Mr.  Young. 

Mr.  Young.  Another  thing:  I  speak  of  this  simply  to  show  the 
attitude  of  the  men. 

In  the  last  Congress  there  was  a  bill  introduced  by  Mr.  Gillett,  of 
Massachusetts,  for  the  pensioning  of  men  in  the  Government  employ, 
which  provided  for  a  scheme  of  the  kind  -which  you  suggest,  and  to 
which  the  Government  and  the  employees  might  contribute.  Another 
bill  was  introduced  by  a  gentleman  from  New  York  which  provided 
that  the  Government  should  furnish  all  of  this  money.  From  nearly 
every  Government  employee  in  my  district  I  received  a  letter  that 
they  did  not  want  this  GiUett  bill,  saying,  "  We  would  rather  have 
no  bill.  We  want  the  Government  to  contribute  all  of  this  money." 
I  think  there  is  a  large  field  for  education  for  you  right  here  among 
the  beneficiaries  of  this  scheme. 

Mr.  Brandeis.  I  am  perfectly  familiar  with  those  bills.  I  con- 
sulted with  Mr.  Gillett  with  regard  to  that  some  years  ago,  originally 
at  the  suggestion  of  President  Roosevelt. 

There  are  two  questions  involved  in  the  inquiry  to  which  you  call 
my  attention.  The  first  question  is  one  as  to  whether  the  pension 
should  be  a  contributory  pension.  The  second  is  whether  the  pension, 
by  whatever  fund  it  shall  be  created,  shall  be  a  matter  of  right  and 
not  a  matter  of  discretion. 

The  question  to  which  you  call  attention,  and  as  to  which  your 
constituents  expressed  themselves,  was  purely  a  matter  of  the  con- 
tributory feature.  I  am  very  certain  every  one  of  them  would  have 
desired  that  ^Yhatever  was  to  be  the  matter  of  the  pension  should  be 
a  matter  of  right. 

Mr.  Young.  If  that  is  so,,  would  it  not  be  better  to  have  that  paid 
from  day  to  day,  as  you  suggest,  in  an  increase  of  wages  ?  Would  it 
not  be  better  for  everybody  ? 

Mr.  Braxdeis.  I  will  tell  j'ou  exactly  what  I  think  on  this,  because 
my  views  in  the  main  are  embodied  in  a  bill  which  the  Massachusetts 
Legislature  passed  in  1909.  in  which  I  acted  for  the  employees  of  the 
Boston  &  Maine  Railroad  in  securing  that  kind  of  a  bill,  which 
seemed  to  meet  the  requirements. 

In  the  act  of  1909  of  the  Commonwealth  of  Massachusetts  it  was 
provided  that  by  vote  of  the  corporation  on  the  one  hand,  and  of  the 
employees  of  the  corporation  on  the  other  hand,  there  should  be 
established  a  pension  system  to  be  managed,  if  they  both  so  voted, 
by  a  board  of  seven  trustees,  three  to  be  chosen  by  the  corporation, 
three  to  be  chosen  by  the  men.  and  the  seventh  to  be  chosen  by  the 
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six  SO  chosen.  This  board,  under  the  provisions  of  the  act,  should  fix 
the  amount  of  contribution.  The  bill  provided  that  the  men's  amount 
of  contribution  should  be  ec[ual  to  that  of  the  corporation,  provided 
and  subject  only  to  a  certain  provision  that  in  no  event  should  the 
pension  be  less,  I  think,  than  $200  a  year,  and  that  the  corporation 
should  make  up  whatever  was  necessary  for  that  purpose.  The 
amount  to  be  paid  by  the  men  was  to  be  deducted  from  the  weekly 
pay  roll  and  go  directly  into  the  pension  fund. 

There  was  security  in  that  way,  and  there  was  a  provision  to 
create,  when  they  should  so  vote,  a  pension  which  would  give,  as  a 
matter  of  law,  a  right  as  inalienable  as  any  right  of  the  people  of 
Massachusetts  possessed  by  them  under  our  law.  It  was  expressly 
provided  that  the  funds  should  be  free  from  taxation,  that  they  could 
not  be  taken  on  execution  as  to  anyone's  rights  therein,  and  that  they 
could  not  be  assigned.  It  was  the  idea  to  give  to  each  man  an 
inalienable  right  to  his  share  of  that  cumulative  fuild,  which  should 
be  his. 

Mr.  Young.  In  that  instance  he  contributed  a  part  of  it? 

Mr.  Brandeis.  He  did  contribute.  I  am  perfectly  clear  in  my  own 
mind  that  every  scheme  of  pension  which  we  are  developing  in  this 
country  should  be  contributory,  and  as  you  have  just  said,  if  the 
wages  or  salaries  are  not  sufficient  to  enable  such  contributions  to  be 
now  made,  the  increase  ought  to  be  made,  and  the  contribution  ought 
to  come  half  from  them  as  a  matter  of  education. 

I  am  perfectly  well  aware  that  it  will  be  absolutely  necessary  to 
educate  a  very  large  number  of  men,  and  I  know  of  no  reason  in  the 
world  why  the  laborer  should  have  wisdom  superior  to  that  of  the 
employer.  People  need  education.  But  the  important  thing  for  us 
to  do  IS  to  see  that  a  system,  such  as  the  Steel  Corporation  and  other 
trusts  and  other  large  corporations  have  introduced,  should  not  be 
introduced  which  takes  from  the  individual  workingman  that  little 
liberty  which  under  present  industrial  conditions  remains  to  him; 
and  it  is  perfectly  obvious  that  a  discretionary  system  does  take  that 
away,  not  only  limiting  him  as  to  his  right  of  change,  because  if  you 
go  into  another  employ  you  will  not  have  any  pension  awaiting  you, 
and  the  employee  is  riveted  to  that  establishment.  He  is  not  only 
riveted  to  that  establishment,  but  he  is  also  prohibited  from  exercis- 
ing liberty  in  the  way  of  trying  to  remove  grievances,  because  he  is 
in  constant  peril  lest  he  do  something  that  may  be  deemed  disloyal ; 
and  under  the  terms  of  this  pension  scheme,  to  which  Mr.  Reed  refers, 
his  danger  does  not  even  end  when  he  comes  to  the  period  of  fruition, 
because  the  pension  may  be  taken  away  for  what  this  board  of  em- 
ployers may  deem  to  be  misconduct,  and  an  act  may  be  deemed  to  be 
misconduct  which  is  nothing  more  than  helping  his  fellow  workers  to 
improve  their  condition. 

So  much  for  the  pension  scheme. 

What  is  the  other  scheme  about  which  so  much  has  been  said- — the 
profit-sharing  scheme  ? 

Let  me  say,  before  passing,  instead  of  speaking. in  a  commendatory 
way  of  that  pension  scheme,  it  seems  to  me  the  proper  designation  for 
it  would  be  pensioned  peonage,"  because  that  is  the  condition  which 
it  seeks  to  create. 
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Mr.  Reed.  You  still  have  not  told  us  why  a  raise  in  pay  would  not 
have  a  like  result,  for  the  poor,  deluded  creatures  Avould  want  to  hold 
their  jobs. 

Mr.  Beandeis.  They  do  not  have  to  look  forward  a  day  for  their 
raise  of  pay.  When  you  raise  their  pay  they  get  the  full  compensa- 
tion each  day,  and  the  next  day,  if  there  is  any  chance  of  improving, 
without  losing  anything,  without  losing  anything  that  dangles  before 
them,  they  can  go  into  another  employ,  and  they  can  work.  They  do 
not  lose  anything.  But  this  pension  business  is  a  business  that  abso- 
lutely destroys  their  freedom,  because  it  places  them  in  this  situation : 
When  they  get  a  little  along  in  years,  they  have  the  prospect  before 
them  of  this  pension,  held  out  before  them,  that  by  holding  on  and 
holding  on  and  enduring  these  excessive  hours  of  labor  without  mur- 
mur, then  they  will  be  deemed  loyal,  and  that  is  the  inducement  that 
is  held  out  before  them. 

Mr.  Reed.  But  the  evidence  shows  the  Steel  Corporation  pays 
higher  wages  than  any  of  its  competitors ;  so  you  see  they  are  held  in 
peonage  by  that. 

Mr.  Beandeis.  They  are  not  held  in  peonage  by  that,  because,  ap- 
parently, the  competitors — possibly  because  conditions  are  better 
among  competitors — are  able  to  get  workmen  in  the  same  cities  by 
paying  less.  I  do  not  know  what  the  facts  may  be,  but  it  looks  to  me 
like  it  may  be  that  working  in  Jones  &  Laughlin's  shop  may  be  un- 
doubtedly pleasanter  than  working  in  the  Steel  Corporation,  because 
men  do  work  in  Jones  &  Laughlin's  shop  for  1^  cents  per  hour  less 
than  for  the  Steel  Corporation. 

I  do  not  know  what  the  facts  are,  but  I  merely  suggest  that  as  a 
possibility. 

I  now  come  to  the  next  question,  and  tliat  is  the  question  of  profit 
sharing.  You  have  heard  something  about  that,  also  covering  the 
two  branches — the  bonus  sj'stem  and  the  stock-purchase  system.  Let 
us  see  what  this  is. 

In  the  first  place,  this  bonus  system  is  something  of  which  working- 
men  with  whom  I  have  been  speaking  have  perhaps  the  strongest 
reason  to  complain  rather  than  to  commend,  because  that  bonus,  as 
you  know,  is  given  not  to  these  workingmen  whose  plight  I  have 
been  endeavoring  to  describe,  but  is  given  to  the  managing  officials, 
high  and  low. 

Mr.  Young.  By  the  bonus  system  you  mean  the  $5  extra 

Mr.  Beandeis  (interposing).  No;  that  has  reference  to  the  stock 
purchase.  I  am  referring  now  to  that  distribution  from  a  given 
fund,  which  is  made 

Mr.  Young  (interposing).  I  know  what  you  refer  to. 

Mr.  Beandeis  (continuing).  Yearly  by  the  corporation  to  those 
who  are  deemed  deserving. 

Mr.  Young.  I  understand  now  what  you  refer  to. 

Mr.  Beandeis.  I  say  that  distribution  is  limited,  and  limited  very 
strictly  to  specific  classes  of  people,  namely,  those  who  have  manag- 
ing responsibilities,  and  the  men  to  whom  I  have  referred  are  not  at 
all  in  that  class,  or  rarely,  if  ever,  does  one  get  into  that  class. 

As  to  how  it  is  divided,  it  may  be  interesting  to  have  a  sample.  In 
one  of  the  plants  out  of  1,000  of  more  employed  only  72  received  a 
bonus.  Of  that  number  52  were  superintendents,  assistant  superin- 
tendents, and  foremen.     Nine  were  mechanical  and  civil  and  elec- 
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trical  engineers  and  their  assistants.  Six  were  in  the  mechanical 
department — employees  and  laboratory  chiefs.  Five  were  in  the 
office  administrative  force. 

In  respect  to  those  52  who  were  the  managers,  superintendents,  and 
forenien,  you  have  a  condition  which  is  precisely  that  of  which  the 
workingmen  are  most  fearful.  You  are  giving  not  only  the  ordinary 
incentive  to  the  foremen  to  drive  the  men,  but  you  are  giving  an 
especial  incentive  by  a  bonus  which  he  receives  and  which  in,  many 
instances  amounts  to  a  very  large  percentage  of  his  fixed  salary. 

On  that  question  you  have  this  apprehension  of  the  men  in  regard 
to  speeding  up,  and,  as  Mr.  Fitch  has  brought  out  very  clearly,  the 
increased  production  of  the  steel  corporation  per  plant  has  by  no 
means  been  due  wholly  to  improvement  in  processes  and  in  ma- 
chinery. It  has  been  due  in  part  to  the  working  of  the  men  harder, 
to  driving  them  on,  and,  as  you  know,  this  bonus  is  but  one  of  the 
many  ways  of  driving  men  on.     That  is  what  they  are  afraid  of. 

They  look,  therefore,  upon  this  bonus  system,  in  whose  benefits 
they  can  in  no  way  hope  to  share,  as  a  special  injury  to  them,  because 
it  gives  an  incentive  to  the  foremen  to  push  and  drive  them  on  to 
greater  effort. 

Mr.  Young.  This  statement,  I  take  it,  you  make  now  from  your 
own  personal  knowledge? 

Mr.  Beandeis.  I  make  it  upon  the  statements  of  Mr.  Fitch,  and  I 
would  like  to  read  to  you  just  what  Mr.  Fitch  says  upon  this  subject. 

Mr.  Reed.  Mr.  Brandeis  told  the  committee  yesterday,  if  I  remem- 
ber his  testimony,  that  he  had  never  made  any  personal  investigation 
of  any  of  these  subjects. 

Mr.  Beandeis.  I  have  never  been  in  the  steel  works,  and  I  have 
never  made  any.  inquiry  of  operatives  myself,  but  I  have  endeavored 
to  familiarize  myself  to  a  certain  extent  with  the  results  of  the  in- 
vestigation made  by  the  Commissioner  of  Labor  and  that  made  by 
Mr.  Fitch,  as  a  part  of  the  Russell  Sage  survey  at  Pittsburgh. 

Mr.  Young.  And  your  entire  statement  is  based  on  these  two 
works  ? 

Mr.  Beandeis.  As  to  the  facts.  So  far  as  my  stating  opinions  is 
concerned,  I  am  wholly  responsible  for  them. 

Before  reading  those  references  I  want  to  speak  of  that  other 
method,  the  profit-sharing  method,  about  which  Mr.  Young  just 
asked  me,  namely,  that  incident  to  the  purchase  of  shares. 

In  the  first  place,  Mr.  Chairman  and  gentlemen  of  the  committee, 
it  is  an  entire  misnomer  to  speak  of  that  as  "  profit  sharing."  It  has 
no  relation  necessarily  to  profits  at  all,  as  you  will  see.  Of  what 
does  it  consist?  Each  year  the  Steel  Corporation  offers  to  its  em- 
ployees, in  certain  proportions,  a  certain  amount  of  stock,  preferred, 
and  I  think  in  some  years  also  possibly  common,  at  a  price  slightly 
below  the  prevailing  market  price,  with  the  opportunity  of  paying 
for  that  stock  in  installments  within  three  years.  Of  course,  so  far 
as  that  goesj  that  is  a  mere  opportunity  to  purchase  stock. 

The  next  point  is  that  if,  after  that  stock  has  been  paid  for,  the 
employee  remains  in  the  employ  of  the  company  five  years,  and  if  he 
receives  a  certificate  to  that  effect,  a  certificate  practically  of  approval 
of  his  conduct,  he  will  receive  in  addition  to  the  ordinary  dividend 
on  that  stock,  taking  now  the  preferred  stock,  a  bonus  at  the  rate 
of  $5  a  year.  That  is,  he  will  get  $25  addition  as  a  bonus  at  the  end 
of  five  years,  provided  he  has  complied  with  two  conditions,  after  the 
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stock  has  all  been  paid  for.  of  remaining  in  the  employ  and  holding 
the  stock  five  years,  and  being  good  in  the  eyes  of  the  corporation. 

Mr.  Reed.  Where  do  you  find  anything  in  the  plan  about  being 
good,  Mr.  Brandeis? 

Mr.  Beandeis.  This  is  what  I  find  in  the  plan  as  to  being  good 

Mr.  Young.  I  suppose  if  a  man  were  to  be  discharged  within  the 
fi\e  years  he  would  lose  his  bonus? 

Mr.  Beandeis.  Oh,  yes.  They  do  not  mean  that;  that  is  not  the 
point."  He  has  to  be  in  the  employ  during  the  five  years.  I  am  not 
taking  the  case  of  his  having  been  discharged  during  the  five  years. 

Mr.  Young.  I  thought  perhaps  that  was  what  you  meant. 

Mr.  Beandeis.  By  no  means. 

Mr.  Young.  That  he  would  so  conduct  himself  that  he  was  not  dis- 
charged ? 

Mr.  Beandeis.  Oh,  no;  by  no  means.  That  would  be  perfectly 
reasonable  position. 

But  this  is  the  situation:  It  must  be  found  by  the  appropriate 
officer  of  the  corporation  that  "  he  has  shown  a  proper  interest  in 
its  welfare  and  progress." 

Do  you  think  anybody  who  has  undertaken  to  induce  his  fellow 
employees  to  join  a  steel  workers'  union  would  be  held  by  the  cor- 
poration officials  to  have  shown  a  proper  interest  in  its  welfare  and 
progress  ? 

Mr.  Young.  Do  you  know  of  any  instance  where  men  have  lost 
their  bonus  by  reason  of  having  joined  a  union,  or,  in  fact,  by  any 
conduct  that  was  disapproved  of  by  the  commission  ? 

Mr.  Beandeis.  I  do  not,  and  I  think  it  would  be  mighty  hard  tO' 
make  that  investigation— for  anybody  ever  to  find  it  out. 

Mr.  Young.  The  man  who  has  been  discharged  would  be  glad  tO' 
tell. 

Mr.  Beandeis.  Yes;  but  of  the  30,000  or  40,000  people,  will  this 
committee  undertake  an  investigation  to  find  out  whether  that  is  so? 

I  do  not  care  whether  one  was  discharged  or  none;  the  existence 
of  such  condition  as  that  shows  it  is  another  one  of  those  methods 
which  the  corporation  adopts  to  rivet  men  to  it.  It  is  absolutely 
an  unfair  provision. 

I  say  this  fact  shows  you  also  that  it  has  no  relation  to  profits  at 
all,  and  this  is  what  I  wanted  to  call  to  the  attention  of  the  com- 
mittee. This  corporation  binds  itself  to  pay  to  those  persons  who- 
i-emain  as  employees  for  five  years,  and  who  are  loyal  and  sedulous 
of  the  welfare  of  the  corporation,  in  the  opinion  of  its  officers,, 
whether  there  are  profit=  or  no  profits,  $25. 

But  that  is  not  all.  There  is  another  provision  in  there  which  is 
of  great  significance,  and  the  morality  of  it  I  would  like  this  com- 
mittee to  consider.  In  addition  to  this  fixed  and  binding  agreement 
to  pay,  at  the  end  of  five  years,  as  compensation  ^r  continuing  as  an 
employee  and  stockholder,  and  being  deserving,  there  is  another  pro- 
vision as  follows: 

The  corporation  agrees  to  pay  that  $5  a  year  into  a  fund,  regard- 
less of  whether  the  stockholders,  these  persons  who  subscribe,  these 
employees  who  have  subscribed,  carry  out  their  subscription.  Obvi- 
ously a  large  number  of  them  are  going  to  lapse;  some  of  them  be- 
cause they  can  not  pay;  others  because  they  may  think  it  advisable 
to  sell  out  the  stock.     Some  of  this  preferred  stock  at  124,  under 
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one  of  the  subscriptions,  may  be  worth,  perhaps,  to-day  110  or  111. 
It  has  been  worth  very  much  less.  People  may  have  thought  it  was 
desirable  to  sell  out,  whether  it  be  because  the  man  did  not  want  to 
continue  to  pay  or  whether  it  was  because  the  man  thought  it  in- 
advisable, or  whether  it  was,  as  Mr.  Young  has  just  inquired,  be- 
cause he  was  thought  loyal  or  deserving.  At  any  rate,  a  large  num- 
ber of  these  subscriptions  lapse.  But  the  corporation  has  to  put 
into  the  fund  the  $5  for  each  one  just  the  same,  and  what  happens 
with  that  $5  ?  The  aggregate  of  the  $5  representing  lapsed  stock  is 
distributed  among  the  prodiiire  and  faithful  subscribers  at  the  end 
of  the  five  vears. 

The  number  that  lapses  is  by  no  means  inconsiderable.  It  was  so 
considerable  on  the  first  subscription  that  those  who  did  produire  for 
for  five  years  received,  in  addition  to  their  $25,  their  bonus  and  their 
regular  dividends,  the  sum  of  $65.04  a  share  in  1908,  which  was  the 
expiration  of  the  first  five-year  period.  That  is  explained  by  the 
fact  that  there  was  a  very  heavy  lapse  rate,  and  as  a  matter  oi  fact 
I  think  the  largest  lapse  rate  of  any  period. 

Mr.  Young.  That  was  the  subscription  made  in  what  year? 
Mr.  Brandeis.  The  subscription  made  in  1903,  which  was  the  year, 
as  I  recall  it,  when  this  plan  was  inaugurated. 
Mr.  Young.  What  was  the  stock  worth? 

Mr.  Beandeis.  I  can  find  put  by  looking  up  the  report  of  what 
the  stock  was  worth  at  that  time. 

Of  the  47,551  shares  subscribed  for,  35,112  lapsed.  You  see  about 
three-fourths  of  the  stock  lapsed,  and  the  result  was  that  the  sur- 
viving subscribers  received  that  bonus. 

Mr.  Young.  I  should  judge  they  must  have  received  in  the  bonus 
considerably  more  than  they  paid  for  the  stock  in  that  year. 
Mr.  Brandeis.  I  do  not  know  whether  they  did  or  not. 
Mr.  Reed.  That  is  the  fact,  Mr.  Young. 

Mr.  Brandeis.  They  certainly  received  an  extremely  large  amount. 
They  received  $65.04,  and  in  addition  to  that  the  $25,  and  in  addi- 
tion to  that  the  $7  a  year  of  dividend  on  the  preferred  stock. 

Mr.  Beall.  Have  you  any  information  as  to  the  particular  classes 
in  which  these  lapses  occurred? 

Mr.  Brandeis.  I  have  not,  Mr.  Beall.  I  desire  very  much  to  have 
that  information,  and  I  suggest  your  committee  call  upon  the  cor- 
poration to  furnish  that. 

Mr.  Reed.  That  has  been  done,  and  is  now  in  the  record  that  is  be- 
fore the  committee. 
Mr.  Brandeis.  It  has  already  been  done  ? 
Mr.  Reed.  Yes. 

Mr.  Brandeis.  Whatever  it  is,  this  is  reall}^  a  gambling  trsinsac- 
tion.  I  ask  you,  gentlemen  of  the  committee,  whether  it  is  not  pre- 
cisely the  transaction  which  came  up  for  so  much  discussion  in  the 
Armstrong  investigation  in  connection  with  the  tontine  preferred 
dividends?  It  differs  in  no  substantial  respect  from  the  much  criti- 
cized tontine  preferred  dividend,  except  this,  that  the  men  who  went 
into  a  tontine  operation  were  sure  that  if  they  complied  with  the  con- 
ditions and  were  fortunate  enough  to  live,  they  would  get  their  share. 
But  the  Steel  Trust  employee  who  goes  into  this  operation  has  no 
such  assurance.  He  must  do  something  else.  He  must  so  conduct 
himself  that  the  corporation  shall  find  him  deserving;  and  do  you 
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think,  Mr.  Chairman  and  gentlemen,  that  a  man  who  undertook  to 
be  active  in  connection  with  trade  unionism  would  be  found  to  be  de- 
serving of  this  tontine  dividend? 

There,  Mr.  Chairman  and  gentlemen  of  the  committee,  you  have 
some  fair  samples  of  welfare  work,  and  there  remains  only  to  speak 
in  this  connection  of  what  they  have  done  for  accident  relief  and 
safety  work. 

From  all  the  information  I  have  been  able  to  gather,  there  have 
been  in  very  recent  years  most  admirable,  most  commendable  and  in- 
telligent efforts  on  the  part  of  the  Steel  Corporation  to  reduce  the 
accidents.  The  men  specifically  in  charge  of  that  work  have,  I  am 
told,  given  to  it  rare  intelligence  and  great  zeal,  and  the  corporation 
has  gladly  afforded  to  those  men  whatever  was  required  in  the  way 
of  money  to  meet  the  needs.  It  is  also  true  that  in  the  year  1910 
the  corporation  introduced  a  system  of  compensation  for  accidents  to 
supplement  their  safety  work. 

But  when  you  are  considering  the  very  commendable  work  that 
they  are  now  doing,  do  not  be  misled  into  believing  that  that  work 
which  they  are  domg  is  a  natural  incident  of  this  huge,, corporate 
organization.  Bear  this  in  mind,  gentlemen:  This  commendable 
work  which  they  have  undertaken  in  connection  with  accidents,  in 
the  prevention  of  accidents  and  compensation  for  accidents,  has  been 
done,  and  their  activities  and  their  plan  have  been  developed,  not  as 
a  part  of  the  early  de\elopment  of  their  business,  but  have  come  at  a 
time  and  after  largely  the  great  criticism  which  the  social  workers 
of  this  country  and  the  writers  have  made  in  connection  with  the 
labor  conditions  in  the  industry. 

As  early  as  1907 ;  certainly  as  early  as  that,  William  Harr  wrote . 
an  article  in  one  o:^  our  periodicals  calling  attention  to  the  "  making 
of  steel  and  killing  of  men."  That,  I  believe,  was  the  first  publica- 
tion, certainly  of  any  widely  distributed  publication,  which  called 
attention  to  these  horrible  conditions.  Then  the  Pittsburgh  Survey 
entered  upon  that  work  of  investigation,  and  there  has  been,  of 
course,  very  much  discussion  of  the  needless  and  heartless  accidents 
in  the  industry.  The  corporation  has  followed,  not  led.  They  are 
to  be  congratulated,  and  the  community  is  to  be  congratulated  that 
they  have  followed.  But  it  shows,  Mr,  Chairman  and  gentlemen  of 
the  committee,  that  the  situation  is  this:  Even  this  rich  and  ably 
managed  corporation  can  not  be  allowed  to  determine  the  conditions 
under  which  American  citizens  shall  live  and  work.  The  power  of 
the  corporation  must  be  conserved  and  the  power  of  the  workers  must 
be  increased  by  encouraging  combination  among  them  and  collective 
bargaining,  if  we  are  to  maintain  democratic  institutions  in  this 
country. 

I  thank  you,  Mr.  Chairman  and  gentlemen  of  the  committee,  for 
your  long  and  patient  attention. 

The  Chairman.  We  are  very  grateful  to  you,  Mr.  Brandeis,  for 
your  very  able  and  interesting  elucidation  of  this  subject. 

Mr.  Young.  Mr.  Brandeis,  may  I  inquire  if  you  appear  in  response 
to  a  subpoena  or  voluntarily? 

Mr.  Brandeis.  I  appear,  Mr.  Young,  in  response  to  a  request  from 
the  chairman  that  I  should  present  to  the'  committee  such  facts  and 
considerations  as  I  might  have  in  relation  to  the  labor  policy  of  the 
corporation.    I  had  previously  referred  to  that  subject  in  a  hearing 
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before  the  Senate  Committee  on  Interstate  Commerce,  but  had  not 
gone  uito  it  fully. 

Mr.  Young.  Do  you  represent  any  body  of  workmen,  organized 
or  otherwise,  by  whose  request  you  appear  here  ? 

Mr.  Bkandeis.  No.  As  a  matter  of  fact,  I  have  had  no  com- 
munication with  any  body  of  workmen.  It  has  been  merely  a  matter 
of  the  convictions  which  I  have  formed  myself. 

Mr.  Young.  And  you  appear  voluntarily  as  a  citizen,  without  any 
employment  whatever? 

Mr.  Brandeis.  Wholly  in  that  way,  Mr.  Young. 

Mr.  Eeed.  Before  the  subject  is  dropped,  and  in  order  that  the 
record  may  be  complete,  at  this  point  I  want  to  call  attention  to  the 
fact  that  at  the  present  time  a  committee  of  stockholders  of  the  steel 
corporation  is  investigating  the  subject  of  labor  conditions  with  a 
view  of  correcting  anything  that  is  found  to  be  unjust  or  improper; 
they  are  making  a  personal  investigation. 

Mr.  Brandeis.  I  should  like  to  ask  Mr.  Reed,  in  order  that  the 
record  may  be  complete  on  this  point,  whether  that  committee  of 
.'Stockholders  was  one  that  originated  with  the  board  of  directors  or 
executive  officials,  or  whether  it  originated  with  a  stockholder,  who 
has  for  some  time  been  desirous  of  calling  the  attention  of  the  stock- 
holders to  the  unfortunate  conditions  of  labor  in  the  steel  industry  ? 

Mr.  Reed.  The  thought  seems  to  have  originated  with  Mr.  Cabot, 
of  Boston,  whose  resolution  for  such  an  investigation  was  supported 
by  Judge  Gary  at  the  annual  meeting  of  the  stockholders,  when 
Judge  Gary  held  the  proxies  of  a  majority  of  the  stock. 

Mr.  Bkandeis.  Mr.  Chairman,  in  order  that  the  exact  facts  in 
respect  to  that  investigation  may  appear,,  I  respectfully  request  that 
the  committee  ask  the  steel  corporation  for  a  complete  transcript  of 
all  the  correspondence  between  Mr.  Cabot  and  his  counsel  or  his 
associates,  and  the  steel  corporation  on  this  subject,  and  the  replies 
thereto,  and  of  such  action  as  has  been  taken  by  the  corporation,  and 
by  the  committee,  with  reference  to  that  matter.  I  hope  it  will  be 
procured,  as  I  think  it  will  be  very  illuminating  to  the  committee. 

The  Chairman.  I  suppose  there  will  be  no  objection  to  furnishing 
that  correspondence,  Mr.  Reed? 

Mr.  Reed.  I  do  not  know  of  any  reason  why  we  should  object  to 
that,  Mr.  Chairman. 

The  Chairman.  Mr.  Brandeis,  you  speak  of  the  evil  effect  of 
political  activities  on  the  part  of  a  great  concern  like  this  as  impair- 
ing the  independence  of  the  voter.  I  wish  to  call  your  attention  to  an 
excerpt  from  the  minutes  furnished  the  committee  by  Mr.  McRae. 

On  June  11,  1906,  in  the  minutes  of  the  Carnegie  Co.,  I  find  this 
statement  by  Mr.  Bope : 

A  number  of  other  very  important  matters  came  up  during  the  week,  which 
developed  later,  so  there  does  not  seem  to  be  a  great  deal  of  lack  of  confidence 
in  the  future  among  the  buyers.  They  seem  to  feel  that  things  will  come  out 
all  right  in  the  end,  and  with  the  adjournment  of  Congress  I  believe  business 
will  go  right  along. 

Mr.  Young.  What  date  is  that? 
Mr.  Reed.  Those  are  the  minutes  of  the  sales  agents. 
The  Chairman.  June  11, 1906.    These  are  the  minutes  of  the  board 
of  directors  of  the  Carnegie  Steel  Co. 

These  investigations  have  naturally  caused  a  little  doubt  in  the  minds  of  men 
as  to  just  what  is  going  to  happen.    We  are  going  into  a  new  era,  and  like  every 
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case  of  that  sort,  where  men  can  not  see  what  is  ahead  of  theui,  they  hesitate  a 
little.  The  same  condition  prevailed  six  or  seven  years  ago,  when  tjie  large 
combinations  of  capital  began  to  be  formed,  which  marked  a  new  era  in  the 
industrial  world.  These  things  were  a  benefit  at  the  time  and  are  a  benefit 
to-day ;  yet,  on  account  of  the  abuses  which  some  of  them  have  undoubtedly 
been  guUty  of,  we  will  have  to  figure  that  there  will  have  to  be  some  sort  of 
control  or  regulation,  and  we  will  have  to  take  it  and  make  the  best  of  it.  I 
do  not  linow  but  what  it  will  be  better  to  have  these  things  done  by  Republi- 
cans than  by  Democrats.  A  great  many  people  fear  this  advocation  may  cause 
the  election  of  a  Democratic  Congress  this  fall,  and  I  believe  legislation  of 
this  kind  would  have  a  worse  effect  upon  business  if  enacted  by  a  Democratic 
than  by  a  Republican  Congress.  I  wanted  to  mention  these  things  because  they 
are  actually  occurring,  and  are  having  some  efCect  upon  commercial  conditions. 

Mr.  Brandeis.  May  I  ask  who  said  that  ? 

The  Chairman.  Mr.  Bope,  one  of  the  directors  of  the  Carnegie 
Steel  Co. 

Mr.  YoTJNG.  Did  you  not  give  the  date  wrong — 1906? 

The  Chairman.  No,  sir;  it  is  June  11,  1906. 

Mr.  Young.  I  thought  it  must  be  a  later  date,  from  the  subject 
matter. 

The  Chairman.  On  July  6, 1908, 1  find  a  statement  from  Mr.  Bope, 
as  follows: 

Mr.  Bope  said  in  part :  "  The  political  situation  is  holding  matters  a  little, 
people  waiting,  not  because  they  have  any  doubt  about  Bryan's  nomination  but 
to  see  what  the  Democratic  platform  is  going  to  be.  If  very  radical,  it  will 
stop  things  perhaps  for  a  couple  of  weeks  until  it  can  be  digested,  but  people 
will  not  hold  off  everything  because  they  are  anxious  to  go  ahead.  After  this 
Is  out  of  the  way  and  the  campaign  really  begins,  I  believe  that  the  sentiment 
will  be  so  strongly  in  favor  of  Taft  that  it  will  carry  business  along  with  it 
Just  as  it  did  in  1896." 

I  wanted  to  ask  you  about  the  propriety  of  concerns  of  this  kind 
considering  and  acting  upon  political  conditions. 

Mr.  Brandeis.  I  think,  Mr.  Chairman,  the  fact  that  they  do  act 
upon  political  conditions  simply  adds  to  the  many  dangers  to  de- 
mocracy which  are  inherent  in  these  huge  aggregations. 

Mr.  Reed.  These  quotations  which  you  nave  just  made  are  from 
Col.  Bope's  weekly  market  reports,  are  they  not? 

The  Chairman.  No,  sir;  they  are  from  the  minutes  of  the  board 
of  directors  of  the  Carnegie  Steel  Co. 

Mr.  Reed.  In  which  he  makes  a  weekly  report  of  the  market  con- 
ditions to  the  directors. 

The  Chairman.  I  do  not  know  how  they  came  in  here.  I  was 
surprised  to  find  an  industrial  concern  was  incumbering  its  record 
with  a  discussion  of  political  affairs,  and  the  evil  effect  of  it  would 
be  that  they  might,  having  that  active  interest,  be  inclined  to  use 
coercive  methods  in  connection  with  those  dependent  upon  them. 

Mr.  Reed.  I  fancy  you  will  find  in  those  same  minutes  references 
to  weather  conditions  and  crop  conditions  and  everything  else  that 
affects  business  conditions. 

Mr.  Young.  There  is  a  call  of  the  House,  Mr.  Chairman,  and  I 
move  we  adjourn. 

The  Chairman.  Unless  there  is  objection,  the  committee  will  now 
stand  adjourned  subject  to  call  of  the  chairman. 

Thereupon,  at  12.30  o'clock  p.  m.,  the  committee  adjurned  sub- 
ject to  the  call  of  the  chairman. 
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Committee  on  Investigation  op  the 

United  States  Steel  Coepobation, 

House  of  Kepeesentatives, 

Friday,  February  2, 1918. 
The  committee  met  pursuant  to  adjournment,  Hon.  Augustus  O. 
Stanley  (chairman)  presiding. 

STATEMENT  OF  JOHN  A.  FITCH,  ESQ. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Mr.  Fitch,  have  you  been  engaged  in  any  per- 
sonal investigation  of  the  industrial  and  physical  conditions  of  the 
steel  workers  in  the  plants  of  the  United  States  Steel  Corporation  ? 

Mr.  Fitch.  I  have. 

The  Chairman.  How  long  have  you  been  so  engaged  ? 

Mr.  Fitch.  I  spent  11  months  in  Pittsburgh  in  1907  and  1908,  and 
from  September,  1910,  until  the  1st  of  July,  1911,  I  was  engaged  in 
such  an  investigation.  In  the  latter  period  of  the  investigation, . 
however,  1910  and  1911,  I  devoted  a  considerable  amount  of  time 
to  other  properties  than  those  of  the  United  States  Steel  Corpora- 
tion. 

The  Chairman.  Explain  to  the  committee  under  what  auspices 
you  were  working,  how  you  happened  to  take  up  this  work,  at  whose 
suggestion,  and  under  whose  employment? 

Mr.  Fitch.  In  1907  a  magazine  published  in  New  York,  called 
then  Charities  and  the  Commons,  which  is  now  known  as  the 
Survey,  undertook  an  investigation  of  the  living  and  labor  condi- 
tions of  Pittsburgh.  I  was  at  that  time  a  student  in  the  University 
of  Wisconsin,  and  Prof.  J.  E.  Commons  was  asked  to  go  to  Pitts- 
burgh and  undertake  the  supervision  of  an  investigation  into  the 
labor  conditions  for  publication.  I  went  with  him  as  his  assistant, 
and  later  on  I  was  retained  throughout  the  year  to  carry  on  an  in- 
vestigation independently  of  conditions  in  the  steel  mills. 

Then,  having  completed  that  investigation,  I  wrote  two  or  three 
articles  for  Charities  and  the  Commons  and  later  wrote  a  more  ex- 
tended treatment,  which  was  published  in  book  form,  called  ''  The  Steel 
Workers."  Then,  having  severed  my  connection  with  the  magazine. 
I  returned  to  them  in  the  fall  of  1910  in  order  to  carry  on  an  investi 
gation  of  conditions  of  the  steel  workers  throughout  the  United 
States,  under  a  fund  which  had  been  given  to  the  Survey  by  a  man 
deeply  interested  in  those  conditions,  who  wished  to  know  about 
conditions  in  mills  other  than  in  the  Pittsburgh  district. 
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The  Chairman.  Was  that  Mr.  Cabot? 

Mr.  Fitch.  Charles  M.  Cabot,  of  Boston. 

The  Chairman.  He  is  himself  a  stockholder  in  the  United  States 
Steel  Corporation,  I  believe? 

Mr.  Fitch.  Yes;  he  is. 

The  Chairman.  You  have  explained  your  employment  under  the 
Sage  Foundation? 

Mr.  Fitch.  I  was  never  employed  directly  by  the  Sage  Founda- 
tion. 

The  Chairman.  They  contributed  to  the  work? 

Mr.  Fitch.  The  Sage  Foundation  contributed  toward  the  investi- 
gation made  by  the  magazine,  and  I  was  employed  by  the  magazine. 

The  Chairman.  Have  you  ever  written  anything  on  the  subject? 

Mr.  Fitch.  I  have  written  magazine  articles  and  a  book.  The 
book,  I  may  say,  was  published  directly  under  the  auspices  of  the 
Sage  Foundation. 

The  Chairbian.  Were  your  articles  ever  submitted  before  pub- 
lication to  the  concerns  which  they  discussed  and  whose  business 
affairs  they  treated  of? 

Mr.  Fitch.  All  my  articles  have  been  submitted  to  the  persons 
chiefly  interested '  in  advance  of  publication. 

The  Chairman.  What  was  your  idea  in  submitting  those  articles 
to  those  attached  to  the  work  of  the  Steel  Corporation?  Did  you 
submit  them  to  the  Steel  Corporation  ? 

Mr.  Fitch.  I  submitted  all  the  material  in  my  book  to  the  presi- 
dent of  the  Carnegie  Steel  Co.,  not  to  the  officials  in  New  York,  be- 
cause it  dealt  chiefly  with  conditions  in  Pittsburgh  and  the  works  of 
the  Carnegie  Steel  Co.  I  did  that  because  that  is  a  regular  policy  of 
the  Survey  Magazine.  When  we  publish  an  article  which  discusses 
in  detail  the  policy  of  a  company  or  a  person  we  always  submit  the 
article  to  that  person  or  the  officials  of  that  company  in  advance  of 
publication,  so  if  we  have  made  any  mistake  it  can  be  called  to 
our  attention,  and  so,  if  they  wish  to  discuss  the  matter  with  us, 
opportunity  may  be  given  for  that  before  we  go  to  press. 

The  Chairman.  I  will  let  you  state,  Mr.  Fitch,  in  your  own  way, 
first,  and  then  we  will  ask  such  questions  as  we  deem  advisable  with 
reference  to  the  conditions,  physically  and  industrially,  governing 
the  employees  of  the  plants  of  the  Carnegie  Steel  Co.  at  Pittsburgh 
and  other  plants  which  you  have  investigated. 

Mr.  Eeed.  Mr.  Chairman,  would  it  not  be  well,  before  going  onto 
that  general  subject,  to  let  the  witness  state  what  was  the  result  of 
the  submission  of  his  book  to  the  president  of  the  Carnegie  Steel  Co.  ? 
The  Chairman.  Yes;  you  may  state  that,  Mr.  Fitch. 
Mr.  Fitch.  I  went  up  and  had  a  talk  with  Mr.  Dinkey,  the  presi- 
dent of  the  Carnegie  Steel  Co.     There  seemed  to  be  very  little  to 
discuss.     That  happened  between  three  and  four  years  ago,  and  I 
do  not  now  recall  the  exact  conversation,  but  I  do  recall  that  the  only 
objection  that  Mr.  Dinkey  had  to  make  was  that  I  was  biased.    He 
said  he  was  sorry  I  was  biased  entirely  on  the  side  of  the  worker. 
The  Chairman.  Did  he  point  out  any  errors  of  fact  in  your  book  ? 
Mr.  Fitch.  I  recall  that  he  objected  to  a  part  where  I  quoted  him. 
I  do  not  recall  that  he  made  anj^  objection  to  any  other  statement  of 
fact.    As  a  result  of  that,  I  eliminated  the  quotation. 
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The  Chairman.  That  quotation  does  not  appear  in  the  book  to 
which  he  objected? 
Mr.  FrrcH.  No. 

The  Chairman.  You  may  state  in  your  own  way  the  conditions 
which  you  have  investigated  as  to  hours  of  labor  and  other  con- 
ditions. 

Mr.  Fitch.  I  have  some  matter  which  I  desire  to  present  to  the 
committee.  It  is  somewhat  extended  in  form,  but  I  think  I  cam 
cover  the  whole  situation,  and  in  this  way  perhaps  lay  a  better 
foundation  for  you  to  ask  the  questions  which  you  may  have  in 
mind. 
The  Chairman.  You  may  proceed  in  your  own  way. 
Mr.  Fitch.  The  committee  has  before  it  the  report  of  the  Bureau 
of  Labor  on  conditions  in  the  steel  industry.  It  seems,  therefore, 
rather  unnecessary  for  me  to  say  anything  about  hours  of  labor  or 
wages,  for  the  bureau  report  is  full  and  complete.  I  will  state,  how- 
ever, briefly  what  I  know  from  personal  investigation  and  without 
regard  to  the  Bureau  of  Labor  report.  Throughout  the  country  m 
the  steel  industry  the  standard  working  day  in  manufacturing  proc- 
esses is  12  hours  long.  Such  information  as  I  have  been  able  to  get 
directly  from  steel  companies  would  indicate  that  the  12-hour  work- 
men are  in  the  majority.  There  are  very  large  numbers  of  workmen 
engaged  in  processes  other  than  manufacturing,  such  as  machinists, 
molders,  blacksmiths,  and  repair  men.  Their  working  day  is  gen- 
erally 10  hours  long.  It  has  bGen  the  practice,  however,  to  extend 
these  hours  whenever  necessary.  Ten-hour  machinists  may  work  12 
hours,  and  repair  men  usually  work  until  a  breakdown  is  repaired, 
however  long  that  may  be.  I  have  talked  with  men  who  have 
worked  24  hours,  36  hours,  and  even  48  hours  continuously,  without 
rest,  in  repairing  a  breakdown. 

I  might  say,  however,  my  understanding  is  the  Tennessee  Coal  & 
Iron  Co.  has  placed  a  limit  of  20  hours  on  such  a  repair  job. 
Mr.  Bartlett.  On  a  breakdown  job,  you  mean? 
Mr.  Fitch.  Yes. 

My  investigations  have  led  me  to  believe  that  in  the  period  "from 
1908-1911  from  20  to  30  per  cent  of  all  employees  in  steel  mills 
worked  seven  days  a  week.  During  the  year  1911  a  plan  has  been 
adopted  by  the  United  States  Steel  Corporation  designed  to  give  all 
employees  one  day  of  rest  in  seven.  This  plan  has  not  been  adopted 
by  all  the  subsidiary  companies  of  the  Steel  Corporation.  It  is  being 
tried  in  a  number  of  them,  however,  and  to-day  that  corporation  is 
not  the  offender  in  this  respect  that  it  was  a  year  ago. 

It  is  very  difficult  for  me  to  give  any  figures  regarding  wages  other 
than  the  common-labor  rate.  There  are  so  many  different  classes  of 
employees  in  the  skilled  occupations  that  a  complete  statement  of 
wages  paid  would  be  a  very  elaborate  schedule.  I  can,  however, 
give  the  common-labor  rate,  and  that  this  is  a  significant  rate,  be- 
cause more  than  60  per  cent  of  all  the  employees  are  unskilled  labor- 
ers and  receive  that  rate.  ,  This  rate  in  the  mills  of  the  United  States 
Steel  Corporation  in  Birmingham,  Ala.,  is  13  and  14  cents  an  hour. 
In  Chicago  it  is  17  cents,  and  in  Pittsburgh  it  is  17^  cents. 

This  rate,  in  fairness  I  might  say,  is  higher  than  that  paid  by  the 
independent  companies  usually  in  the  same  district. 
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Mr.  Baetlett.  Are  you  going  to  show  how  the  independent  com- 
panies maintain  the  hours  of  labor  ?  Do  you  mean  by  that  that  all 
the  steel  companies  pay  that  rate  ?  ... 

Mr.  Fitch.  I  mean  the  rate  per  hour  is  usually  a  little  higher  in 
the  Steel  Corporation  mills. 

Mr.  Baetlett.  Do  you  mean  those  hours  of  labor  applied  to  the 
independents  as  well  as  to  the  others? 

Mr.  Fitch.  The  hours  of  labor  are  practically  the  same,  though 
the  seven-day  week  has  been  rather  more  extensive  in  the  inde- 
pendent mills  than  in  the  Steel  Corporation  mills. 

In  Chicago  and  Pittsburgh  the  associated  charities  have  recently 
made  careful  studies  of  the  cost  of  living  and  have  arrived  at  con- 
clusions as  to  the  income  necessary  in  their  respective  cities  to  pro- 
vide a  bare  subsistence  for  a  workingman's  family,  including  hus- 
band, wife,  and  three  children.  They  put  the  figure  at  $630  in 
Chicago  and  at  $768  in  Pittsburgh.  If  a  common  laborer  works 
12  hours  a  day  365  days  a  year  in  the  Chicago  mill  he  will  earn 
about  a  hundred  dollars  more  than  the  minimum  estimate.  If  he 
takes  his  Sundays  off  and  works  12  hours  a  day  for  313  days  he  will 
just  about  make  it.  But  if  the  period  of  employment  drops  to  300 
days,  which  is  better  than  the  steel  companies  have  been  doing  for 
some  time,  his  income  will  not  reach  this  minimum  standard  of  de- 
cency, even  if  he  works  12  hours  a  day.  And  if  he  works  only  10 
hours  a  day  he  will  not  reach  this  minimum  even  by  working  365 
days  in  the  year.  In  Pittsburgh  if  a  man  works  12  hours  a  day  for 
366  days  in  the  year  for  the  Steel  Corporation,  at  17^  cents  an  hour, 
his  income  will  be  $766.50,  which  is  a  dollar  and  a  half  less  than  the 
minimum  standard. 

The  Chaieman.  Can  you  furnish  us,  further  on,  what  the  asso- 
ciated charities  consider  a  bare  subsistence  and  of  what  elements  it 
is  made  up  ? 

Mr.  Fitch.  I  have  with  me  the  complete  study  that  was  made  by 
the  Pittsburgh  associated  charities.  I  have  not  the  same  thing  for 
Chicago,  but  I  can  secure  a  statement  showing  the  different  items. 
It  never  was  stated  as  completely  as  the  Pittsburgh  showing,  however. 

The  Chairman.  That  is  what  I  wanted. 

Mr.  Fitch.  Turning  now  to  other  conditions  in  the  industry,  there 
are  a  number  of  things  which  the  United  States  Steel  Corporation 
has  done  in  the  last  three  or  four  years  to  which  I  wish  especially 
to  direct  your  attention.  Four  years  ago  the  steel  mills  of  this 
country  were  notorious  for  the  injuries  which  the  workmen  were  con- 
stantly receiving.  Not  only  the  accident  rate,  but  the  death  rate 
from  accidents  was  very  high.  It  is  still  very  high  in  some  mills 
in  this  country,  but  the  United  States  Steel  Corporation  has  suc- 
ceeded in  materially  reducing  this  rate  in  the  last  four  years  through 
a  safety  policy  which  is  at  once  unique  and  effective.  I  can  not  dis- 
cuss this  policy  in  detail.  It  is  enough  to  say  that  through  protective 
devices  at  dangerous  points  the  Steel  Corporation  mills  are  setting 
standards  for  the  industry. 

But  more  important  than  this  is  the  safety  organization,  which 
has  enlisted  not  only  the  managers  but  the  workmen  themselves  in  a 
campaign  for  safety.  There  are  men  in  charge  of  the  safety  work  in 
each  plant  who  are  responsible  for  safety  and  not  for  output.    The 
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work  that  these  men  are  doing,  together  with  that  of  the  general 
safety  committee  of  the  United  States  Steel  Corporation,  is  one 
that  can  not  be  too  highly  commended. 

The  Steel  Corporation  has  recently  formed  a  welfare  committee 
which  is  looking  into  the  question  of  health  and  sanitation.  I  know 
less  of  the  work  of  this  committee  than  I  do  of  the  safety  committee. 
It  has  not  been  in  existence  so  long.  But  if  it  does  its  work  as  well 
it  will  contribute  very  much  to  the  welfare  of  American  workingmen. 

Of  other  plans  that  are  being  worked  by  the  steel  corporation  I 
can  not  speak  with  so  much  pleasure.  The  compensation  plan 
of  the  corporation  is  one  that  is  in  many  ways  creditable  to  it.  It 
provides  for  a  definite  and  sure  compensation  in  case  of  accident, 
so  that  an  employee  need  no  longer  run  the  gamut  of  the  common- 
law  defenses  before  he  receives  anything  in  return  for  the  injury 
that  he  has  sustained.  But  whether  intentionally  or  unintentionally 
the  compensation  plan  is  admirably  designed  to- curtail  the  freedom 
of  the  men.  If  a  man  has  been  working  less  than  five  years  for 
the  Steel  Corporation  when  he  gets  hurt  he  receives  only  36  per 
cent  of  his  weekly  salary  as  compensation.  After  five  years  the 
amount  of  compensation  increases  2  per  cent  for  each  year. 

Thus,  if  a  man  would  receive  anything  like  adequate  compensa- 
tion, he  must  work  for  the  company  for  a  long  time.  He  must  be 
careful,  then,  not  to  conduct  himself  in  such  a  manner  as  to  be  in 
danger  of  discharge.  Of  course,  it  is  eminently  desirable  and  reason- 
able, taken  from  the  standpoint  of  the  Steel  Corporation,  that  its 
men  should  remain  a  long  time  in  its  employ,  but  this  .scheme  would 
be  more  nearly  fair  if  adequate  compensation  were  paid  regardless 
of  the  length  of  time  the  man  had  been  in  the  company's  employ- 
men.  The  brewers'  association  and  the  brewery  workers'  union 
have  recently  worked  out  together  a  compensation  plan  which  pro- 
vides that  the  injured  man  shall  receive  65  per  cent  of  his  weekly 
wages  regardless  of  the  length  of  his  employment.  To  receive  the 
same  rate  of  compensation  an  employee  of  the  Steel  Corporation  will 
have  to  remain  in  the  eixiploy  of  that  company  20  years. 

Mr.  Baktlett.  Sixty-five  per  cent  of  his  compensation  is  paid  for 
how  long,  Mr.  Fitch?  In  the  last  statement  you  made  as  to  the 
brewers'  association  he  received  66  per  cent  of  his  wages  for  what 
year? 

Mr.  Fitch.  I  do  not  recall  all  the  details  of  that  plan.  For  tem- 
porary disability  he  receives  66  per  cent  of  his  wages 

Mr.  Baktlett  (interposing).  So  long  as  he  remain  disabled? 

Mr.  Fitch.  For  a  definite  length  of  time,  but  I  do  not  now  recall 
what  that  is.  If  what  appeai-s  to  be  a  temporary  disability  runs 
into  what  could  be  a  permanent  disability,  the  66  per  cent  is  con- 
tinued for  quite  a  period  of  time. 

Mr.  Baktlett.  The  laws  of  the  United  States  in  some  cases  provide 
that  when  a  person  engaged  in  some  service,  like  the  Life-Saving 
Service,  is  injured  he  shall  receive  one  year's  pay.  I  want  to  know 
how  long  a  time  the  65  per  cent  of  his  wages  continues,  whether  dur- 
ing the  time  he  is  permanently  disabled,  or  whether  it  is  like  accident 
insurance,  which  gives  so  much  a  week  for  permanent  disability  for 
so  many  weeks. 

Mr.  Fitch.  I  can  furnish  you  that  information. 

Mr.  Baktlett.  I  will  be  glad  to  have  it. 
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Mr.  Fitch.  If  he  is  permanently  disabled,  as  I  recall  it,  his  65  per 
cent  goes  on  indefinitely,  or  a  lump  suin  may  be  paid  equivalent  to 
what  his  dependents  would  have,  received  in  case  he  had  been  killed 
instead  of  injured. 

Mr.  Baetlett.  Taking  into  consideration  the  longevity  tables  as 
to  how  long  he  might  live  ? 

Mr.  Fitch.  Yes. 

Mr.  McGiLLicuDDY.  Is  there  any  provision  in  that  compensation 
scheme  whereby  the  employee  waives  his  right  to  recover  any  legal 
damages  at  the  common  law  or  under  the  statute  ? 

Mr.  Fitch.  To  which  scheme  do  you  refer? 

Mr.  Eeed.  Perhaps  I  can  give  the  information. 

Mr.  McGiLLicuDDY.  I  shall  be  glad  to  have  it. 

Mr.  Reed.  The  plan  is  fully  voluntary  on  the  part  of  both  em- 
ployee and  corporation.  After  the  accident  the  employee  has  the 
option.  He  may  either  sue  at  common  law,  or  he  may  take  the 
accident  relief.  Nothing  done  before  the  accident  by  him  or  by  the 
company  binds  him  to  elect  before  the  accident  which  he  will  do. 

Mr.  McGiLLicuDDT.  But  he  must  elect  after  the  accident  ? 

Mr.  Reed.  After  the  accident ;  yes.     He  can  not  have  both. 

Mr.  McGiLLicuDDY.  How  soon  after  the  accident  must  he  elect? 

Mr.  Reed.  Any  time;  except  he  must  apply  for  his  relief  within, 
I  think,  90  days,  if  he  expects  to  get  it. 

Mr.  McGiLLicuDDY.  If  he  applies  for  and  accepts  relief,  under 
your  scheme  of  compensation,  he  waives  any  common-law  or  statu- 
tory right? 

Mr.  Keed.  He  is  required  to  give  a  release  when  he  accepts  the 
compensation. 

Mr.  Gardner.  Does  the  witness  know  whether  the  Brewers'  Asso- 
ciation arrangement  is  similar? 

Mr.  FiTCH.  I  think  it  is. 

Mr.  Reed.  I  would  like  to  interject  a  further  remark,  that  there  is 
nothing  in  this  compensation  plan  that  resembles  the  usual  compen- 
sation plan  adopted  by  the  railroads,  which  binds  the  men  in  advance 
of  the  accident  to  take  the  compensation  and  surrender  their  com- 
mon-law relief. 

Mr.  Bartlett.  That  sort  of  contract  by  many  courts  is  held  not 
binding  anyhow. 

Mr.  Reed.  It  has  been  held  binding  in  Pennsylvania. 

Mr.  Bartlett.  And  held  not  binding  in  Georgia  by  a  recent  de- 
cision. 

The  Chairman.  It  has  been  held  in  Pennsylvania  that  if  a  rail- 
road runs  over  a  farmer's  cow  and  kills  the  cow,  they  can  sue  the 
farmer  for  trespass  on  the  railroad's  property. 

Mr.  Reed.  It  has  been  held  that  any  person  whose  negligence  is 
the  proximate  cause  of  an  accident  is  responsible  to  the  company; 
yes. 

The  Chairman.  You  may  proceed,  Mr.  Fitch. 

Mr.  Fitch.  The  pension  plan  of  the  Steel  Corporation  is  also 
admirably  suited,  whether  so  intended  or  not,  to  limit  the  freedom 
of  activity  of  the  employee.  Pensions  are  good  things  in  industry. 
There  is  need  of  some  such  system;  but  in  a  single  company  it  can 
not  have  any  other  effect  than  the  limiting  of  the  spirit  of  independ- 
ence of  the  workmen.    As  a  man  grows  older  he  will  think  several 
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times  before  he  will  protest  against  conditions  which  he  considers 
unjust  lest  he  be  discharged  and  lose  his  pension.  Of  course,  the 
Steel  Corporation  has  the  privilege  of  discharging  any  of  its  em- 
ployees at  any  time  that  it  sees  fit.  No  one  would  question  that ;  yet 
it  was  thought  wise  for  some  reason  to  insert  the  following  statement 
in  the  general  regulations  of  the  pension  fund,  section  26 : 

Neither  tlie  creation  of  this  fund  nor  any  other  action  at  any  time  taken  by 
any  corporation  under  the  provisions  of  the  fund  or  by  the  board  of  trustees 
shall  give  to  any  employee  a  right  to  be  retained  in  the  service,  and  all  em- 
ployees remain  subject  to  discharge  to  the  same  extent  as  if  this  pension  fund 
had  never  been  created. 

The  so-called  profit-sharing  plan  of  the  Steel  Corporation  is  also 
designed  to  limit  the  independence  of  the  workmen.  It  is  not  a 
profit-sharing  plan,  properly  speaking,  because  it  extends  only  to 
those  employees  who  buy  stock.  Such  employees  receive  a  bonus 
each  year  for  five  years  of  $5  for  each  share  of  stock.  They  also  are 
to  receive  an  extra  dividend  at  the  end  of  five  years  made  up  of  the 
bonus  fund  which  has  accumulated  owing  to  employees  failing  to 
pay  for  their  stock  or  leaving  the  employ  of  the  company.  But  the 
rules  of  this  profit-sharing  plan  read  that  employee  stockholders 
may  receive  these  extra  dividends  and  bonuses  not  as  a  matter  of 
right  but  at  the  pleasure  of  the  corporation.  And  they  are  to  be  paid 
only  to  those  men  who  have  "  shown  a  proper  interest  in  its  welfare 
and  progress."  As  to  the  extra  dividend,  coming  at  the  end  of  five 
years— 

The  corporation  will  then,  by  its  own  final  determination,  award  to  each  man 
whom  it  shall  find  deserving  thereof  as  many  parts  of  such  accumulated  fund 
as  shall  be  equal  to  the  number  of  shares  then  held  by  him  under  this  plan. 

Consequently,  in  spite  of  welfare  work  and  in  many  cases  because 
of  it,  the  United  States  Steel  Corporation  constitutes  a  serious  men- 
ace to  the  well-being  and  peace  of  the  people.  The  power  exercised 
by  this  corporation  is  entirely  inconsistent  with  the  political  prin- 
ciples upon  which  our  Government  is  founded.  Communities  are  in 
many  parts  of  the  country  silenced  because  of  the  fear  that  exists 
that  the  steel  company  may  remove  its  plant  and  throw  men  out  of 
employment  and  thus  injure  the  community  if  the  community  offends 
the  steel  company.  It  is  because  of  this  fear  that  religious  and 
civic  organizations  have  failed  in  the  past  to  protest  against  labor 
conditions  which  they  knew  were  bad. 

But  the  power  of  the  steel  companies  is  most  unrestricted  and  most 
effective  over  the  men  who  work  in  the  mills.  In  order  to  under- 
stand this  fully  one  must  realize  what  the  policies  of  the  Steel  Cor- 
poration are,  and  have  been  for  years,  with  respect  to  the  freedom 
of  action  on  the  part  of  their  employees.  It  was  brought  out  before 
your  committee  some  time  ago  that  as  early  as  1901  the  executive  com- 
mittee of  the  Steel  Corporation  went  on  record  as  opposed  to  organ- 
ized labor.  Since  that  time  a  consistent  fight  has  been  made  by  the 
Steel  Corporation  against  all  the  unions  to  which  any  of  its  em- 
ployees have  belonged. 

Mr.  Reed.  You  do  not  mean  to  include  railroad  unions  in  that,  do 
you,  Mr.  Fitch? 

Mr.  Fitch.  I  will  exclude  the  railroad  unions,  because  I  have  not 
looked  into  that  under  the  corporation  business. 
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In  1901  they  loosened  the  grip  of  an  already  weakening  union 
among  the  steel  workers;  in  1909  they  completed  the  work  by  elimi- 
nating that  union  absolutely.  In  1908  the  Pittsburgh  Steamship  Co^ 
the  most  important  member  of  the  Lake  Carriers'  Association,  and 
operating  the  ore  boats  of  the  Steel  Corporation,  refused  to  deal 
longer  with  the  Lake  Seamen's  Union,  and  apparently  brought  the 
Lake  Carriers'  Association  into  line  in  the  same  policy.  During  the 
strike  on  the  Great  Lakes  which  followed,  the  Lake  Carriers'  Associ- 
ation oiEcers  refused  to  accept  an  invitation  from  the  boards  of  arbi- 
tration of  the  five  States  surrounding  the  Great  Lakes  to  state  their 
case  before  them.  In  the  strike  of  1909,  in  which  the  Steel  Corpora- 
tion finally  eliminated  the  Amalgamated  Association,  the  attempt  of 
the  State  Board  of  Arbitration  of  Indiana  to  bring  about  concili- 
ation was  refused. 

To  quote  from  the  Se\enth  Biennial  Report  of  the  Indiana  Labor 
Commissioner  for  1909-10,  page  84: 

Responding  to  the  request  of  the  Labor  Commission  of  Ohio,  the  Indian  Com- 
mission went  to  Pittsburgli  to  join  the  commissions  of  West  Virginia  and  Ohio 
in  an  effort  to  aecompliph  something  that  might  end  the  strilie.  At  Pittsburgh 
the  representatives  of  the  Aiiieriiau  Co.  (meaning  evidently  the  American  Sheet 
&  Tin  Plate  Co.)  were  more  arbitrary  than  local  j-epresentatives,  and  refused 
to  confer  with  the  joint  commission. 

The  methods  employed  by  the  United  States  Steel  Corporation  to 
keep  its  plants  nontmion  are  many.  First,  there  is  the  secret-service 
department,  of  which  George  Preston,  of  the  Carnegie  Steel  Co.,  is 
the  head.  Just  how  this  system  operates  probably  no  one  but  Mr. 
Preston  could  tell.  That  its  operation  is  effective,  however,  is  testi- 
fied to  by  workmen  and  union  officials.  No  meeting  can  be  held  to 
discuss  conditions  of  employment  and  ways  of  bettering  them  with- 
out the  Steel  Corporation  being  furnished  with  a  list  of  names  of 
those  who  attended.  As  a  result  of  this  system,  the  workmen  in  the 
steel  company  mills  are  suspicious  not  only  of  strangers  but  of 
friends.  No  man  knows  but  that  his  next-door  neighbor  is  a  spy,  and 
so  these  men  hesitate  to  speak  their  minds  openly  and  fear  to  act  as 
independent  citizens. 

It  should  be  noted  that  this  policy  is  more  than  a  nonunion  policy; 
that  it  is  more  than  an  objection  <ui  the  part  of  the  company  to  that 
sort  of  activity  which  tends  to  hamper  business;  it  is  a  denial  of  the 
right  of  an  employee  to  any  voice  regarding  the  conditions  of  his 
employment.  It  is  not  so  much  unionism  that  is  under  the  ban  as 
it  is  freedom  of  action.  Men  have  been  discharged  at  Homestead 
both  before  the  formation  of  the  Steel  Corporation  and  after  that  date 
not  for  maldng  unjust  demands  but  for  attempting  to  promote  an 
organization  whose  possible  demands  could  not  have  been  loiovvn 
at  the  time  the  leaders  were  discharged.  Within  two  ye^rs  at  Gary 
men  have  been  discharged  in  large  numbers,  not  for  making  unjust 
demands,  not  for  trying  to  interfere  in  the  business  of  the  steel  com- 
pany, but  because  they  attempted  to  form  some  sort  of  organization. 
So  far  as  the  company  had  information,  and  so  far  as  any  expres- 
sion from  the  men  was  concerned,  the  organization  that  the  men 
were  attempting  might  have  been  for  social  purposes  only.  But  the 
company  took  no  chances.     It  discharged  the  men. 

Vs  further  evidence  that  the  United  States  Steel  Corporation  is 
opposed  to  independence  rather  than  unionism,  let  me  cite  the  case 
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of  a  group  of  men  in  the  Edgar  Thomson  plant  at  Braddock,  Pa. 
A  group  of  men  there  a  few  years  ago,  engaged  in  similar  work, 
drew  up  a  petition  asking  for  an  eight-hour  day.  They  said  in  the 
petition  that  they  would  be  willing  to  accept  a  reduction  in  wages, 
if  that  were  necessary,  to  secure  the  shorter  work  day.  They  signed 
this  petition  and  sent  it  to  the  superintendent.  The  amount  of  con- 
sideration it  received  may  be  judged  from  the  fact  that  no  reply  ever 
came  back  to  the  men. 

I  once  received  an  intimation  from  the  headquarters  of  the  United 
States  Steel  Corporation  in  New  York  that  the  head  officials  of  the 
company  did  not  approve  of  this  policy  and  that  it  would  be  agree- 
able to  them  to  have  such  petitions  sent  directly  to  New  York. 

The  Chairman.  Who  gave  you  that  intimation;  Judge  Gary? 

Mr.  Fitch.  Judge  Gary;  yes. 

In  consequence  of  this  intimation  Mr.  Paul  U.  Kellogg,  managing 
editor  of  the  Survey  Magazine,  wrote  to  a  department  superintendent 
in  a  Pittsburgh  mill  and  suggested  to  him  that  he  draw  up  a  peti- 
tion asking  for  one  day  of  rest  in  seven  and  get  his  men  to  sign  it 
and  send  it  to  the  New  York  office.  We  knew  this  man  to  be  a  rather 
important  official,  drawing  a  large  enough  salary  to  have  enabled  him 
to  accumulate  property,  and  we  thought  that  he  was  in  an  independ- 
ent position. 

The  Chairman.  About  what  was  that  salary ;  do  you  know  ? 

Mr.  Fitch.  I  have  no  way  of  knowing.  I  should  hazard  a  guess 
at  $4,000  or  $5,000. 

We  also  know  that  he  was  opposed  to  seven-day  labor.  His  reply 
to  this  suggestion  was  that  he  did  not  want  to  be  discharged  and  was 
not  ready  to  resign.  Therefore  he  thought  he  would  not  circulate  the 
petition.  Since  that  time  I  have  in  a  number  of  cases  suggested  in 
personal  conversation  ^vith  highly  skilled  and  well-paid  employees 
of  the  steel  corporation  who  seemed  to  be  dissatisfied  with  certain 
conditions  of  their  employment,  that  they  write  to  headquarters  in 
New  York.  Their  replies  have  invariably  been  similar  to  that  of 
the  Pittsburgh  superintendent.  Not  one  of  them  believed  in  the 
power  of  the  New  York  office  to  protect  him  from  his  own  immediate 
superior. 

The  most  striking  examples  of  the  attitude  of  the  steel  corporation 
toward  collective  activity  on  the  part  of  its  employees  were  given 
during  the  strike  of  1909  in  the  sheet  and  tin  mills.  During  that 
strike  there  were  thin^  done  on  both  sides  which  no  right-thinking 
person  can  approve.  But,  of  course,  an  unjust  act  on  one  side  does 
not  justify  an  unjust  act  on  the  other.  At  Apollo,  Pa.,  there  was 
demonstrated  in  a  rather  remarkable  way  the  power  of  the  steel  cor- 
poration over  a  community  and  over  its  employees.  Apollo  is  just 
across  the  Kiskiminetas  Eiver  from  Vandergrift,  where  the  largest 
plant  of  the  American  Sheet  &  Tin  Plate  Co.  is  located.  This  was 
and  is  a  nonunion  mill.  In  carrying  on  the  struggle,  however, 
organizers  of  the  Amalgamated  Association  went  to  that  community 
for  the  purpose  of  organizing,  if  possible,  the  employees  of  the  Van- 
dergrift mul.  They  went  to  a  little  hotel  in  Apollo  called  Park's 
Hotel,  managed  by  Mr.  and  Mrs.  T.  J.  Parks.  Attempts  were  made 
then  to  secure  a  building  in  which  to  hold  meetings,  but  no  one  would 
let  them  have  a  building. 
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The  Chaieman.  How  large  is  that  town  ? 

Mr.  Fitch.  I  never  was  in  it  but  once,  and  I  never  looked  up  the 
census  figures,  but  I  should  hazard  a  guess  that  2,000  or  3,000 ;  per- 
haps more  than  that. 

The  situation  was  summed  up  in  a  local  paper,  the  Apollo  Sentinel, 
on  Friday,  July  30,  1909,  as  follows : 

Recently  a  number  of  men  representing  the  ironworkers'  union  were  run 
out  of  Vandergrift  and  Vandergrift  Heights.  Failing  to  find  shelter  in  either 
of  those  towns,  they  came  to  Apollo  and  have  been  endeavoring  to  organize  the 
men,  with  headquarters  at  Apollo.  The  sentiment  is  strong  against  them 
among  the  business  men  of  the  community,  and  a  large  majority  of  the  mill 
men  are  opposed  to  them,  although  they  have  a  following  among  a  few  of  the 
younger  men.  The  organizers  have  been  endeavoring  to  hold  a  mass  meeting, 
but  have  been  unable  to  secure  a  suitable  place. 

After  failing  to  secure  a  building,  they  made  an  effort  to  hold  an  open-air 
meeting,  but  have  been  unsuccessful  in  securing  a  lot.  Thursday  evening  a 
citizens'  meeting,  including  merchants  and  mill  men,  was  held  with  the  organ- 
izers and  with  Burgess  Steele  and  they  were  warned  to  leave  the  community. 

I  spent  a  few  hours  in  Apollo  in  September,  1911.  The  testimony 
was  universal  that  the  organizers  behaved  themselves  and  kept  within 
the  law,  and  yet  the  business  men  of  the  town  held  a  meeting,  pre- 
sided over  by  the  burgess — that  is,  the  mayor  of  the  town — for  the 
purpose  of  warning  those  citizens  to  leave.  Finally  the  organizers 
did  secure  a  vacant  lot  upon  which  to  hold  a  meeting.  Even  then 
the  owner  of  the  lot  came  and  tried  to  give  back  the  money  that  had 
been  paid  him  for  the  lot,  saying  that  he  could  not  continue  doing 
business  in  Apollo  if  a  union  meeting  were  held  on  his  property. 
Nevertheless,  the  meeting  was  held  late  in  the  afternoon.  After  it 
was  over  some  strange  things  happened.  Citizens  of  AppoUo  told 
me  that  a  man  named  Lindquist,  a  superintendent  of  a  department  in 
the  Vandergrift  mill,  came  over  to  Apollo  at  the  head  of  a  mob  of 
men  and  ordered  the  organizers  to  leave  town.     Mr.  T.  J.  Parks,  pro- 

Erietor  of  the  little  hotel  where  the  men  were  stopping,  told  me  that 
indquist  threatened  to  tear  his  hotel  down  if  he  did  not  force  the 
organizers  to  leave.  Exactly  what  happened  after  that  I  do  not  wish 
to  attempt  to  say,  because  there  are  conflicting  reports,  but  Burgess 
Steele  told  me  that  he  came  down  to  the  hotel  and  acted  as  interme- 
diary between  Lindquist  and  the  organizers,  and  that  he,  Steele,  got 
the  organizers  to  agree  to  leave  early  the  next  morning.  He  carried 
this  message  back  to  Lindquist,  he  says,  and  then  Lindquist  went 
away. 

The  Chairman.  You  refer  to  "Burgess  Steele."  Is  that  the  mayor 
of  the  town? 

Mr.  Fitch.  Yes,  sir ;  the  mayor  of  the  town. 

Steele  also  said  that  he  went  down  to  the  hotel  the  next  morning 
in  company  with  another  representative  of  the  steel  company  to  see 
to  it  that  the  men  kept  their  promise.  Lindquist,  who  was  last  Sep- 
tember still  in  the  employ  of  the  steel  company,  denies  the  whole 
story.  There  are,  however,  numerous  affidavits  in  connection  with 
the  matter  which  aver  that  not  only  these  things  which  I  have  related 
did  occur,  but  other  things  as  well.  Since  this  affair  in  1909  Mr. 
Parks  tells  me  that  he  has  been  unable  to  secure  any  steel  workers  as 
boarders  at  his  hotel.  About  half  a  dojien  were  boarding  there 
when  this  affair  took  place  and  they  were  obliged  to  leave. 
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The  matter  which  I  have  thus  presented  is  the  result  of  my  own 
investigation  and  conversation  with  business  men  in  Apollo.  I  would 
like,  however,  to  read  statements  of  some  of  the  union  men.  I  have 
here  the  journal  of  proceedings  of  the  National  Lodge  of  the  Amal- 
gamated Association  of  Iron,  Steel,  and  Tin  Workers,  held  in  Fort 
Wayne,  Ind.,  in  1910.     There  is  a  statement  on  page  8912 

Mr.  Eeed  (interposing).  Will  the  chairman  permit  me  to  object  to 
this  as  heresay? 

The  Chairman.  Yes. 

You  may  proceed  Mr.  Fitch. 

Mr.  Fitch.  This  statement  is  signed  by  Robert  Edwards,  and  this 
journal  says  it  was  sworn  to  by  him.  I  will  read  part  of  his  state- 
ment : 

After  the  adjournment  of  tlie  meeting  at  or  about  7.15  o'clock  p.  m.  he,  in 
company  with  William  Edwards,  David  Watkins,  Reese  Jones,  John  Edwards, 
and  four  others,  returned  to  the  Parks  Hotel,  where  they  were  registered  guests ; 
that  at  or  about  8.30  o'clock  p.  m.  Oscar  Lindquist,  superintendent  of  the  Van- 
dergrift  Works  of  the  American  Sheet  &  Tin  Plate  Co.,  called  at  the  hotel  and 
asked  for  an  interview  with  him ;  that  he,  together  with  William  Edwards  and 
David  Watkins,  went  to  a  room  with  Lindquist,  who  asked  them  what  their 
business  was.  On  being  told  Lindquist  said  that  they  were  not  wanted  there  and 
that  they  would  have  to  leave.  Deponent  claims  that  they  were  exercising  their 
rights  as  American  citizens  as  guaranteed  to  them  by  law.  That  Lindquist  then 
replied  that  his  word  was  the  law ;  that  he  w^s  the  Scottish  chief  in  that  valley 
and  that  what  he  said  must  go.  That  Lindquist  told  Edwards  and  his  com- 
panions that  he  would  give  them  one  hour  to  get  out  of  town,  and  if  they  failed 
to  do  so,  he  would  get  them  out,  if  he  had  to  burn  the  hotel  down.  That  while 
this  interview  was  taking  place  a  crowd  had  assembled  on  the  street  outside  the 
hotel,  upwards  of  200  people  being  present ;  that  the  crowd  remained  about  the 
hotel  until  about  12  o'clock  midnight,  when  Burgess  Steele,  of  Apollo,  came  to 
the  hotel  and  told  them  that  his,  the  burgess's,  power  was  gone,  and  that  he 
could  not  control  the  crowd  any  longer,  and  that  they  should  only  be  ap- 
peased by  the  promise  that  the  organizers  would  leave  town  the  following  morn- 
ing, and  that  was  the  only  way  by  which  he  could  avert  bloodshed;  that  the 
promise  was  given  to  burgess,  and  that  he,  the  burgess,  in  company  with  another 
man,  returned  to  the  hotel  on  the  following  morning  to  see  that  the  organizers 
would  leave  on  the  first  train. 

On  page  8914  of  the  same  journal  of  proceedings  I  desire  to  read 
part  of  a  statement  by  J.  D.  Pierce.  Mr.  Pierce,  as  I  understand,  was 
an  organizer  of  the  American  Federation  of  Labor.    He  says : 

About  8  o'clock  that  night  Mr.  Oscar  Lindquist,  an  oflBcial  in  the  trust  mill 
at  Vandergrift,  appeared  in  front  of  the  hotel  in  an  automobile,  heading  a  mob 
of  about  400  people.  Mr.  Lindquist  came  into  the  hotel,  and  calling  the  pro- 
prietor to  one  side,  made  a  demand  upon  him  that  he  immediately  turn  the 
union  men  out  of  his  house,  and  when  the  proprietor  refused,  threatened  that 
he  would  lead  the  mob  and  take  them  out  by  force  and  destroy  the  hotel,  and 
publicly  declared  he  was  the  law  in  this  valley,  and  was  backed  by  the  United 
States  Steel  Trust. 

The  proprietor  again  refused  his  request,  and  told  Mr.  Lindquist  the  men 
were  his  guests  and  he  proposed  to  protect  them,  if  possible,  against  violence. 

Mr.  Lindquist  then  approached  the  chief  of  police,  John  Kennedy,  and  openly 
offered  him  money  if  he  would  leave  the  place  for  half  an  hour.  This  offer 
was  also  refused,  and  Mr.  Lindquist  was  -told  by  Mr.  Kennedy  that  he  would  do 
everything  in  his  power  to  keep  the  peace.  After  two  or  three  hours  of  demon- 
strations and  all  kinds  of  threats,  and  finding  that  the  people  refused  to  be 
bullied  by  him  or  his  mob,  Mr.  Lindquist  and  his  thugS  withdrew. 

At  that  time  there  were  four  employees  of  the  Vandergrift  mill  boarding  at 
the  Parks  Hotel.  Mr.  Lindquist  immediately  notified  them  that  they  must  leave 
that  hotel  or  lose  their  jobs ;  result,  the  men  had  to  leave. 

Further  orders  were  issued  by  Mr.  Lindquist  that  if  any  employee  was  caught 
talking  or  in  any  way  associating  with  the  union  men  their  jobs  would  be  up 
and  several  men  did  lose  their  positions  for  exercising  their  right  to  speak  to 
whom  they  pleased. 
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Our  time  ca»  the  lot  having  expired  .jikI  the  owner  refasjng  to  allow  n»  the 
use  of  It  any  more,  no  matter  what  we  were  willing  to  pay,  we  sojt^iit  other 
quarters,  and  qolckly  learned  that  the  trnst  officials  had  been  busy  and  tried  to 
prevent  us  from  securing  any  place  where  meetings  might  be  held. 

We  erentnally  fonnd  a  man  whom  the  tmsit  did  not  own,  and  one  tb«y  could 
not  frighten,  and  he  raited  the  tmlon  a  room.  Mr.  Lindqnlift  tried  to  reacti  thla 
man  and  buy  him  off,  and  when  he  did  not  succeed,  I»«ied  orders  again  that  any 
employee  caught  entering  the  union  hall  would  be  dfa/;ti^rged,  and  sorronnded 
the  building  with  his  spies.  As  near  as  we  could  learn,  about  30  men  lost  their 
jobs  for  exercising  their  right  to  spend  tlieir  time  outside  of  the  miB  where  and 
with  whom  they  pleased. 

^  ives  of  some  of  the  mUlmen  were  interested  In  the  union  meetiii;;^  and  a» 
their  husbands  could  not  attend  without  losing  their  Jobs,  the  wives  came  to  the 
meetings.  Th^  were  reported  by  the  q>ie8  to  Mr.  Undqaist,  and  the  hasbands 
were  <.-aUed  into  the  oflBce  and  told  their  wires  must  not  attend  the  labor  meet- 
ing's or  the  husbands  would  lose  their  jobs.  The  men  did  lose  their  Jobs,  because 
the  wires  exercised  the  right  to  go  where  they  pleased. 

Mr.  Gaedkee.  Are  you  throuj^h  with  that  particular  affidavit? 

Mr.  FrrcH.  Ye-. 

ilr.  GABirsTR.  Do  you  believe  that  is  a  fair  and  uiiexaggertited 
account  ? 

Mp.  Fitch.  I  got  the  -ame  testimony  from  citizens  of  Apollo,  who 
were  not  associated  in  any  way  with  either  the  steel  company  or  the 
union. 

Mr.  Gaedxee.  Do  you  believe  that 

Mr.  Fitch  (interrupting).  To  an-?wer  your  question  directly,  I  do 
believe  it. 

On  page  8916  of  the  same  journal  of  proceedings  I  find  this  state- 
ment : 

PaBKS   IfOTEI,, 

Apollo,  I'a.,  Detsemtter  2S,  IdOfK 
To  iclK/m  it  may  concern: 

Having  read  the  statement  of  J.  D.  Pierce  as  regards  conditions  which  now 
and  in  tLe  past  exLst  in  this  valley,  I  can  truthfolly  say  they  are  the  truth  in 
every  partlcnlar. 

Albest  XJhcafxb. 

Pabks  HoTKr., 
Apollo,  Pa.,  Dee^fnfjer  2^.  J{ff/f). 
To  tchom  it  mag  amcem: 

If  ving  read  the  stateine&t  of  J.  D.  Pierce  as  to  the  conditions  existing  in  the 
past  and  at  present  in  this  valley,  I  wish  to  state  that  they  are  ai^solutely  tme. 

Being  proprietor  of  the  Parks  Hotel,  I  can  verify  ererything  said,  and  r-an  add 
the  following  to  the  same: 

"That  on  Smiday  morning.  July  ^l.  die  day  after  the  mod,  led  by  ilr.  UbA- 
guist,  appeared  at  my  hotel,  the  burgee.  Mr.  Steele,  together  with  his  brother 
and  the  superintendent  of  the  trnst  mill  at  Saltsborg,  Pa.,  A.  I^  Hanmiit,  ap- 
peared at  the  hotel,  and  the  burgess  again  ordered  the  miion  men  to  leave,  the 
trnst  official  offering  them  any  amount  of  money  they  might  name  if  tbQ- 
wonld  STO. 

The  bnr'.re^s  made  it  so  arro-r:?  that  the  rmfon  men  denidefJ  it  wise  to  leave 
for  a  flew  days  until  the  excttefnent  died  down,  and  after  refusing  any  aarist- 
ance  from  the  trust  officials  left  my  hotel  and  rook  the  train  oot  of  Apollo. 

T.  3.  Paskb. 

On  the  ^^ne  page  I  find  also  this  statement : 

V.KZKS   HOTEt, 

Aptmo,  fi..  December  28,  l»09. 
To  vhiym  it  rH«if  e^/iteem: 

Having  read  die  statemeat  of  3.  I).  Pien!e  can  tru*hfally  say  that  his  state- 
ment a-  regards  what  o«cnrred  cri  fhe  :.'.z\.t  of  .T"::--  30  at  the  P^rks  Hotel  is 
eorrpct. 

Chief  rif  PoWoe  of  ApoHo.  Pa. 
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I  do  BOt  wi^  to  c«  !riiguJid*r^'»i  in  mr  at diuie  iu  r-^-  -  ^  to  the 
Matters  Tfaidi  I  hare  been  yi-.  .  "g  llje  --^'-  hz^-int-t  is  foil  of 
ioi^-fTiBajied  weiL.  Tier*:  ^r*:  "Jtii  in  it  alv>  who  ii^  r. .:  bo  riig:i 
BnactDled.  Tet  I  have  to  doobt  a  z:^i-.  ^iin-y  vf  tbtm  honesdy  -•^ 
fieT«f  that  their  pc<li';;fe  are  ris^A.  '.:-  - f:  vf  i':^  f&r:  that  -lufcTe  art 
aacb  i:.^i..  however.  I  wi-L  u>  niltntt  rny  -r •&:.*:::. (mii  that  the  Stefe! 
Corpf >rfei>/5-  vielde  a  po^i^  vu?;h  a-  to  r.-jakt  it  a  naenace  to  the  Wdl- 
beif.2  and  peace  of  the  pexi^e.  I  have  viis^-i  with  ib«^  of  tluar 
eaqufijets.  and  I  knoir  that  their  attitude  tawxcd  lahar  m  ereatmg 
tatteme^  .r.  all  parts  '.f  the  or.-...  I?.^  reseatmesit  that  mea  fed 
orer  iii'Jng  their  UberOts  and  v.%:.'-.  intafered  with  :n  tbt  manL^r 
that  I  haT-e  deseribed  is  fceeai  ut.-i  g^ro -r:^.  I  beliere  that  the  Sted 
Corporation  i»  ^.r.  .ri ;.-:./. g  npon  a  ftHaef  L^igr.^i  to  rr.aiK  the  physi- 
eal  conditioiK  w  itr  plant  rS'rV.ler.^.  even  >i^il :  bat  thinking,  red- 
Uooded  AmerieaTi  '^rViJ:.?;?.  do  r.ot  want  welfare  work  si>  mw^  a^ 
they  want  .  g.  -  Tl»ev  do  n.t  oare  nearly  s'j  rri^'i  about  -ij.itar;'... 
as  they  do  ?tv.  it  jwstiee.  1  .'.e;-  feeling  or.  t£;l=  ffobjeet  is  ao  inteL^ 
that  I  firmly  Vr  .--^  that  the  >ri  .<  and  order  of  rr.any  .^^'-ifcricfeii  oom- 
■wmitifg  are  <>:ir.2  ;r.'rr^„v:r:giT  aidang^riTi  ag  time  goes  :.n  and  feee- 
dor/!  and  <q)eeeh  and  actio r,  are  •i^rtifri  to  --i»d  wotfaers. 

T'.e  CK'-:j;>f --  .  Piitr.er  in  rotir  book  or  ir.  ccmTetsaticm  y«i  have 
iTi^r.joried  a  0K*tJng  of  rte^l  worfter-.  ir.  J' -i^rjir.lvania,  whpre  thej- 
i'iii'i  a  serofclanf*  of  a  urAyn.  Uj  igr^  '^r.  a  s  .li^  of  2--.  at  which 
they  att^npted  to  hare  this  meeting  fL^m-y-r/e-.  Tj  /on  sti  w 
whether  th^'  saeoeeded  in  th^-  or  not  ? 

Mr.  Vr.'.ii.  I  do  not  believe  I  know  jm*  to  what  yon  refer. 

The  r.:  ^   r->.  Vr>a  g-  -  roe  an  instance.  I  bdie^e.  in  'on.vTSa 
tiof..  where  they  were  notin»r«i  r^y  ore  of  tr-e  ofeira^  of  the  company 
a  rov^  the  river 

Mr.  FncH  i'MXt-irriy'v.juy.  ( jrt^v  the  jdioae^ 

Th'.  ('is-UKHAy.  Ye-.    Rr    unt  that  instance,  if  yon  will. 

Mr.  VrrrH.  !>:-'  eJlyn  L^wi.s  wa=.  two  years  %.iro.  a  vice  prendent  of 
tLe  Amalgamated  Ay^x;ktio£  of  Irci.  and  ^^  -  Workers.  He  told 
me  ;  i  tT  fall  that  Sfme  time  agfj^  — r^e  did  not  say  ja^  when — a  rrieetir:^ 
of  "h'j- a '-■.-'-  tft  \zri<fim  Inea.-  <A  t*  e  union  was  held  ir.  Yovr^irsTo^/.. 
Ohio,  to  c.ffTirMlfrT  a  ^^  scale.  Mr.  !>-■.'.;-  for  some  rei-r.n  ^asBnaWe 
to  'tt'erd  the  rft'retiriff.  He  arran^wl  with  one  of  the  men  to  call  him 
orer  the  y.r.jr-'JJ'^TSj.ooe  tel^hone  at  his  '.or.ie  in  M^n.rr-  Ferry.  Ohio. 
«r.'l  tell  him  ji-t  what  action  w:i-  taketi.  He  said  acrf^as  the  river  ir. 
Wheeling.  W.  \'a,,  a  'li-tr-ict  r.^iinager  of  the  American  Sheet  and  Tin 
Pi-fe  Co.  lived.  ar..j  that  in  the  aiitemoori  of  the  day  this  netting 
wa.%  he'd  ;n  Yo  ..g-.to  .-  this  IL^trirrt  .  ..^2-.  called  Mr.  .Le.vLs  up 
or=  the  telephone  and  sairl  that  he  wonia  teii  him  what  action  had 
been  taken  ir.  Y^rrtingstown.  He  did  give  him  the  scale  of  wages  that 
had  heea  2^r"  '  upon  and  also  told  him  how  all  the  locab  had  voted. 
ifr.  !>-.',;-  aid  a  lew  miwnnh  after  that  his  o-.n  man  in  Yonnggtown 
callwl  him  on  the  \'>i,'^'<Yy-^.'-a.'-*-  te.'ephone  and  i'a  .e  him  exactly  tbe 
sarrse  informatiorj.  ar<d  that  ti;*;  official  of  the  -teei  company  acro-.- 
tlus  river  had  l^eei-  right  in  every  deuiL 

'I''o'-  f 'h.'.ibm.i.>  .  Wi--  that  a  ounplicated  .scale? 

Mr.  Frrcii.  Th'«e  vjire  K:i<"e-  <r*-  complicated.  I  do  not  know 
alx«a  thir  pij.'tic'ilar  or.-.  1  .should  suppose  it  va-.  if  it  covined  the 
whole  jnditstrv. 
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Tile  ("iiAinMAN.  Ilavo  you  made  nny  iiivo.s(ifj;ivl,i<)n  peisdimlly  of 
the  iiiilioniility  of  the  Skn-l  Corporntion  workers  in  llie  cily  <>f  i'itts- 
burgh '( 

Afr.  Kncnr.  I  hiive  secured  some  information.  I  have  some  figures 
on  that. 

The  ("iiAiRMAN.  Just  slate  whiit  i(  is  and  where  you  f,'o(  (lie  figures. 

Mr.  FiTcii.  The  figures  I  linve  weri\  for  (he  year  1!)()7  and  may  or 
may  not  be  correct  (o-chiy.  I  secured  (hem,  iiowever,  from  (lie  presi- 
dent of  the  Carnegie  Sleel  Co.,  for  (he  ('aniegie  mills  in  Allegheny 
County. 

Do  you  wish  any  s(a(ement  in  regard  (o  that? 

The  Chaihman.  Yes;  just  explain  it  and  give  us  the  statement. 

Mr.  FiTcir.  As  regards  nationality  in  that  statement — it  is  a  long 
detailed  slalement,  in  which  are  grouped  the  dillei-ent  races  together, 
according  to  whether  they  were  of  Teutonic,  Celtic,  or  Slavonic 
origin. 

I  found,  out  of  '2;i,;!;{7  employees  ni  that  time  employed  in  Alle- 
gheny County,  Pa.,  .5,70.')  were  white  Americans  and  It.'il  were  colored 
Americans.  Of  the  foreign  born,  1,820  were  or  Teutonic  origin,  1,401 
of  Celtic  origin,  18,003  of  kSlavonic,  and  1,077  were  of  other  races  not 
specified. 

The  Chaihman.  State  how  many  of  them  spoke  lOnglish,  in  that 
connection. 

Mr.  Frroii.  Thirty-two  per  cent  were  reported  as  being  non-lOng- 
lish  speaking. 

Mr,  Bahtlett.  May  we  find  out  what  proportion,  if  any,  of  those 
were  naturalized  or  American  citizens. 

Mr.  Fitch.  Sixty  per  cent,  approximately,  were  unnaturalized. 

Mr.  Bartlett.  Sixty  per  cent  foreign  bom? 

Mr.  FiTOH.  Of  the  whole  number,  40  per  cent  were  mit  uralizod  and 
native-born  American  citizens. 

Mr.  McGiLLicuDDT.  That  is,  of  the  23,000? 

Mr.  Fitch.  Yes. 

Mr.  Bahtlett.  Could  you  give  any  comparisons  of  what  they  were 
as  to  those  under  the  age  of  21  and  over?  Have  you  got  anything  of 
that  sort  ? 

Mr.  Fin  II.  I  think  I  have  that.  Two  iiini(h'ed  and  fifty-four  were 
under  10  years  of  ag<'-;  2,022  wen;  from  Ki  to  19  years  of  age;  9,688 
were  from  20  to  29  years  of  age;  i'i,'Mr>  were  from  30  to  89  years  of 
age;  and  4,4.'?3  were  40  years  and  over. 

Mr.  BAnn.E'rr.  That  is,  taking  the  whole? 

Mr.  Fitch.  Yes. 

Mr.  I'.RAM,.  Ill  connection  with  wliaf  Mr.  Fitch  just-  said,  Mr, 
(!hairmun,  in  regiird  to  the  numlier  of  laliorers  wlio  w(;r'e  fort^ign 
l)orM,  may  T  rend  h  piiragraph  from  tiie,  report  of  the  Bureau  of 
Labor  ? 

The  ('iiAiRMAN.  Certainly, 

Mr.  HicAij,.  On  page  Ki  that  report  says: 

Another  8lrll<lrij.';  chnrnclciiHl Ic  of  llic  liibur  ((iMdllloiiM  In  (Ik?  Iron  nnil  h1(:«I 
IntltiHtry  Is  Uie  Inriic  |iior)nrllon  of  unHldlli'd  worlariiMi  In  ttie  liihor  force. 
'I'licKe  unnkllcd  worlcirion  nre  very  lnrM;(!ly  rccriill(!(l  froif]  Ihe  ritrikH  of  recent 
immigrants.  For  llie  IndiiHtry  iih  a  wliole  iiol  for  from  onr-hiilf  of  Uuf  m.-Kili 
fmployeeR  In   llio  prodiKllvc   Iron   niirl   hIccI   occTipiilionB  Ini'liulcd   within   thin 
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investigation  were  of  tlie  class  of  unskilled  workmen.  In  the  blast-furnace 
department,  the  largest  single  department  In  the  industry,  more  than  two- 
thirds  of  the  24.722  employees  in  productive  occupations  were  unskilled  labor- 
ers, a  large  proportion  of  whom  do  not  yet  speak  or  understand  English ;  and 
even  In  the  South  the  number  of  Immigrants  employed  in  the  industry  is  rap- 
Idly  increasing. 

Taking  the  employees  in  all  occupations  in  the  industry,  nearly  60  per  cent 
are  foreign  bom,  and  nearly  two-thirds  of  the  foreign  born  are  of  the  Slavic 
races. 

The  CiiAiEMAN.  Right  in  that  connection,  as  to  these  Slavs  and 
these  Bohemians  and  Hungarians  and  men  from  the  Balkan  States 
and  southern  Italy,  do  you  know  what  their  occupation  was  before 
they  came  over  here? 

Mr.  Fitch.  No.  I  could  get  no  information  as  to  that  that  would 
be  worth  anything,  because  I  think  it  would  take  a  census  of  the 
industry.  My  impression  was  a  very  large  number  were  farmers, 
and  the  investigation  of  the  Bureau  of  Labor  tends  to  bear  that  out, 
I  do  not  remember  now  what  proportion  that  was,  however.  I 
think  they  found  something  over  50  per  cent  to  have  been  agricul- 
tural laborers  or  farmers. 

Mr.  Gardner.  Are  Bohemians  classified  ? 

Mr.  Fitch.  I  think  they  are  classified  as  belonging  to  the  Slavic 
race. 

Mr.  Gardner.  I  have  been  there  myself,  and  I  know  they  classify 
them  in  that  way. 

Mr.  Fitch.  I  am  not  an  expert  on  ethnology,  but  my  impression 
is  they  have  been  so  classified. 

Mr.  Gardner.  A  large  number  of  them  are.  There  are  two  dis- 
tinct  races,  one  Teutonic  and  the  other  Slavic. 

Mr.  Bartlett.  Referring  to  the  number  of  workmen  under  16 
years  of  age,  how  many  of  them  did  you  say  there  were  ? 

Mr.  Fitch.  These  figures  are  for  the  Carnegie  Steel' Co.  in  Alle- 
gheny County  and  are  4  years  old.  There  were  254  under  16  years 
of  age. 

Mr.  Bartlett.  Out  of  the  23,000? 

Mr.  Fitch.  Yes. 

Mr.  Reed.  And  those  have  been  discharged,  have  they  not,  Mr, 
Fitch? 

Mr.  Fitch.  I  do  not  know. 

Mr.  Reed.  But  it  is  a  fact,  is  it  not,  that  you  have  learned  in  your 
recent  investigation  that  neither  the  Carnegie  Steel  Co.  nor  any 
other  corporation  subsidiary  employs  in  any  factory  in  Pennsylvania 
any  young  man  or  woman  under  16  years  of  age? 

Mr.  Fitch.  I  am  glad  to  know  that,  but  I  never  heard  it  before. 
I  never  made  inquiry. 

Mr.  Bartlett.  What  kind  of  work  did  the  workers  under  16  years 
of  age  do? 

Mr.  Fitch.  From  my  observation,  I  would  say  most  of  them  are 
what  they  call  "pull-ups."  They  operate  levers  that  pull  up  the 
doors  of  the  furnaces ;  not  heavy  labor,  but  requiring  rather  constant 
attention. 

Mr.  Bartlett.  Can  you  state  what  wages  they  got  for  that  char- 
acter of  work? 

Mr.  Fitch.  I  have  no  information  on  that. 
17042— No.  42—12 2 
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Mr.  BAHTI.KTT.  What  were  the  hours  of  labor  for  that  class  of 
employees — ^the  same  as  others? 

Mr.  Fitch.  The  same  as  the  other  workers,  usually  12  hours;  yes. 

Mr.  Baktlett.  And  on  Sunday,  too? 

Mr.  Fitch.  I  think  not. 

Mr,  Eeed.  I  may  say  that  the  corporation's  policy  at  the  present 
time  and  for  some  years  past  has  been  not  to  employ  any  person 
under  16,  except  as  messenger  boys  in  the  offices. 

Mr.  Bartlett.  This  was  in  1907,  I  understood  Mr.  Fitch  to  say? 

Mr.  Fitch.  Yes. 

Mr.  Reed.  Mr.  Fitch's  figures  are  for  1907;  yes.  That  policy  is 
defeated,  I  ought  to  say,  from  my  personal  knowledge,  by  the  false 
affidavits  that  are  given  by  the  parents  of  some  of  these  boys. 

Mr.  Bartlett.  I  understand  that. 

Mr.  Eeed.  But  wherever  we  can  we  employ  nobody  under  16  years 
of  age. 

Mr.  McGiLLicuDDY.  Is  there  a  statute  forbidding  it  in  that  State? 

Mr.  Reed.  There  is  a  statute  permitting  it  under  certain  condi- 
tions, over  the  age  of  14,  providing  a  school  certificate  and  an  affi- 
davit by  the  parents  are  furnished.  But  the  company  has  refused 
to  take  advantage  of  that  permission,  and  refuses  to  employ  anybody 
under  16  years  of  age. 

Mr.  McGellicuddy.  How  long  has  that  been  the  policy  ? 

Mr.  Reed.  I  am  only  hazarding  a  guess  at  it,  but  I  thinli  it  is  at 
least  three  years. 

Mr.  Bartlett.  At  that  time,  in  1907,  was  the  Carnegie  Steel  Co. 
a  fair  sample  of  what  was  being  done  by  the  steel  manufacturers  in 
Pennsylvania  generally?  Is  that  company  a  fair  indication  of  the 
situation? 

Mr.  Fitch.  As  regards  employees  of  that  age — young  boys? 

Mr.  Bartlett.  Yes. 

Mr.  Fitch.  I  think  so.    That  is  only  a  guess. 

Mr.  Bartlett.  Would  you  say  that  the  figures  or  the  proportion 
of  foreign-born  employees  and  native-bom  employees  in  the  Car- 
negie Steel  Co.  was  a  fair  sample  of  the  other  steel  corporations  in 
Pennsylvania  ? 

Mr.  Fitch.  I  always  supposed  it  was;  but,  as  I  say,  you  would 
have  to  have  a  census  to  have  any  adequate  information. 

Mr.  Bartlett.  I  understand  that ;  but  I  want  your  opinion  about  it. 

Mr.  Fitch.  Yes. 

Mr.  Bartlett.  This  is  a  fair  representation  of  what  was  the  con- 
dition of  the  steel  workers  and  laborers  in  Pennsylvania  at  that  time? 

Mr.  Fitch.  In  western  Pennsylvania. 
■Mr.  Bartlett.  At  that  time? 

Mr.  Fitch.  Yes. 

The  Chairman.  You  will  put  into  the  record  those  tables  which 
you  quoted  from  and  which  appear  in  your  books  ? 

Mr.  Fitch.  Yes,  Mr.  Chairman. 

The  tables  referred  to  are  in  the  words  and  figures  following, 
to  wit: 
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Mr.  Gaednek.  Mr.  Fitch,  I  understood  you  to  say,  I  think,  a  ma- 
jority of  the  workmen  of  the  Steel  Corporation,  so  far  as  your  in- 
vestigation went,  worked  12  hours. 

Mr.  Fitch.  That  was  my  impression.  I  was  particular  to  saj  that 
that  was  my  impression,  because  I  know  the  Bureau  of  Labor  figures 
show  a  trifle  imder  50  per  cent. 

Mr.  Gardner.  Substantially  50  per  cent. 

Mr.  Fitch.  Yes. 

Mr.  Gardner.  And  that  same  thing  applies  to  the  steel  trade  in 
other  States,  as  well  as  Pennsylvania? 

Mr.  Fitch.  Yes. 

Mr.  Gardner.  Independents  and  the  United  States  Steel  Corpora- 
tion as  well? 

Mr.  Fitch.  Yes. 

Mr.  Gardner.  We  had  some  evidence  the  other  day — I  do  not  re- 
member whether  it  was  evidence  or  a  statement  of  counsel — to  the 
effect  that  in  that  12-hour  period,  some  part  of  it,  at  all  events,  so  far 
as  the  blast-furnace  men  are  concerned,  was  a  time  not  occupied  in 
real  labor;  that  is,  the  blast-furnace  men  were  only  working  1  hour 
in  each  4  while  on  duty.    Is  that  so  ? 

Mr.  Fitch.  I  do  not  think  that  is  so. 

Mr.  Gardner.  In  the  first  place,  what  proportion  of  those  to  whom 
you  allude  are  blast-furnace  men? 

Mr.  Fitch.  I  could  not  say  offhand  as  to  that. 

Mr.  Gardner.  Somebody  here  the  other  day  described  how  they 
had  retiring  rooms,  and  that  a  man  who  was  in  charge  of  a  blast 
furnace,  which  must  be  kept  perpetuallv  going,  had  some  time  for 
rest.  We  were  discussing  at  the  time  the  question  of  the  two  tour 
arrangement  of  12  hours  each  against  the  three  tour  arrangement  of 
8  hours  each.  Somebody  said  that  as  a  matter  of  fact  these  blast- 
furnace men  only  work  1  hour  in  4,  and  the  other  3  hours  they  re- 
tired, so  far  as  they  choose,  except  they  are  on  the  premises,  and  that 
there  are  places  to  which  they  may  retire. 

Did  you  see  anything  of  that  sort,  Mr.  Fitch  ? 

Mr.  Fitch.  I  never  saw  any  sufficient  place  for  them  to  retire  to. 

Mr.  Gardner.  What  do  they  do  as  a  matter  of  fact?  Describe  it 
in  your  own  words  as  you  did  see  it  in  the  blast-furnace  work. 

Mr.  Fitch.  I  do  not  now  recall  exactly  how  often  a  blast  furnace 
is  tappied,  or,  as  they  call  it,  a  cast  is  made,  but  every  few  hours  such 
a  thmg  happens.  The  men  gather  in  front  of  the  furnace  and  drill 
out  the  tap  hole.  It  is  hard,  incessant  labor,  while  they  do  that.  It 
takes  them  some  little  time,  between  20  minutes  and  half  an  hour, 
I  should  say,  just  from  casual  observation. 

Perhaps  half  a  dozen  of  them  take  hold  of  a  very  heavy  iron  bar 
and  drive  that  bar  against  the  fire  clay  in  the  tap  hole. 

The  Chairman.  Just  explain  how  that  clay  is  put  in  there  and 
how  hard  it  is.    It  is  like  a  brick,  as  I  understand  it. 

Mr.  Fitch.  Very  hard. 

The  Chairman.  The  intense  heat  of  the  furnace  changes  the  fire 
clay  that  is  put  in  to  stop  up  that  hole  into  the  form  of  a  long  brick, 
and  they  have  to  drill  that  out? 

Mr.  Fitch.  Yes.  • 

The  Chairman.  T  have  seen  the  work  done. 
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Mr.  Fitch.  After  this  is  done  and  the  hole  is  finally  drilled 
through  there  are  many  tons  of  unmelted  ore  and  coke  or  limestone 
above  the  melted  iron  at  the  bottom.  This  naturally  drives  the  iron 
out — the  melted  iron  out  at  a  very  high  pressure,  something  like 
water  from  a  high-pressure  hose.  It  spurts  out.  The  men  have  to 
jump  to  one  side  very  quickly  to  avoid  accidents.  I  have  never  seen 
a  man  hurt;  but  they  work  all  the  time  with  the  drill  in  that  way, 
knowing  that  at  any  moment  the  point  of  the  drill  may  go  through 
and  the  iron  will  come  spurting  out. 

After  this  is  done  the  molten  iron  is,  of  course,  running  down  a 
channel,  and  it  is  the  duty  of  the  men  to  take  positions  here  and 
there  and  see  that  the  iron  flows  down  the  channel  all  right,  to  divert 
the  flow  from  one  channel  to  another,  to  throw  various  materials 
they  have  there  for  metallurgical  purposes  into  the  iron  as  it  flows 
along,  and  they  are  very  active 

The  Chairman  (interposing).  Explain  how  that  is  done.  These 
channels  have  valves  in  them? 

Mr.  Fitch.  There  is  a  main  channel  going  down  from  the  tap  hole 
of  the  furnace.  At  either  side  from  this  main  channel  there  are 
side  channels,  which  are  stopped  up  with  sort  of  an  iron  dam,  with 
sand  packed  around  them.  From  time  to  time  a  similar  iron  dam 
is  thrown  into  the  main  channel  to  divert  the  flow  to  one  side,  and 
at  the  same  time  the  dam  is  removed  from  the  channel  at  the  side.  In 
that  way  the  flow  is  diverted  from  one  iron  ladle  to  another.  The 
men  are  kept  pretty  actively  at  work  for  some  little  time.  I  never 
timed  them. 

Mr.  Gardner.  I  meant  for  a  guess.  You  have  some  idea  on  that 
question  as  to  these  blast-furnace  men.  How  much  time  have  they 
on  and  how  much  time  off? 

Mr.  Fitch.  I  should  hazard  a  guess  at  three  hours  at  work  out  of 
the  four  instead  of  one  hour. 

Mr.  Reed.  The  testimony  you  referred  to,  Mr.  Gardner,  was  Mr. 
Farrell's  testimony,  who  testified  that  of  the  12  hours  the  men  were 
on  duty  they  were  busy  for  4  hours  and  had  8  hours  of  rest. 

Mr.  Gardner.  You  would  be  inclined  to  dispute  that  statement, 
Mr.  Fitch? 

Mr.  Fitch.  My  own  observation  would  not  bear  out  such  an  esti- 
mate. 

Mr.  Gardner.  Mr.  Reed,  is  that  a  matter  of  record?' 

Mr.  Reed.  It  is  a  matter  of  which  there  can  not  be  veiy  much 
doubt.  The  furnace  is  tapped  at  regular  intervals.  About  every  6 
hours  each  furnace  is  tapped. 

Mr.  Gardner.  But  of  the  length  of  time,  is  there  a  record  kept  of 
the  length  of  time  the  men  are  actually  at  work  during  the  12  hours? 

Mr.  Reed.  I  do  not  know  of  any  such  record. 

Mr.  Gardner.  It  is  rather  a  material  question. 

Mr.  Fitch.  If  I  may  add,  in  connection  with  that — I  notice  in  the 
Bureau  of  Labor  report 

The  Chairman  (interposing) .  Right  at  that  point,  let  me  inter- 
rupt you,  Mr.  Fitch.    You  have  not  finished  with  the  work  yet. 

After  this  iron  flows  out  of  the  furnace,  what  is  necessary  then  to 
be  done?    After  the  iron  ceases  to  flow,  what  is  necessary  to  be  done? 

Mr.  Gardner.  I  want  to  get  the  maximum  time  they  are  at  work, 
before  thev  rest. 
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Mr.  Fitch.  Ah  estimate  of  that  time  was  made  by  the  Bureau  of 
Labor.  I  noticed  it  in  its  report  the  other  day,  and  my  recollection 
is  that  the  statement  was  made  that  these  men  work  about  three- 
fourths  of  the  time. 

Mr.  Beall.  Do  you  mean  the  last  report  of  the  Commissioner  of 
Labor? 

Mr.  Fitch.  The  special  report  of  conditions  in  the  iron  and  steel 
industry. 

Mr.  Gardner.  Their  estimate  was  they  worked  three- fourths  of  the 
time? 

Mr.  Fitch.  That  is  my  recollection. 

Mr.  Gardner.  I  am  speaking  only  of  the  blast-furnace  men. 

Mr.  Beall.  May  I  read  into  the  record  a  little  extract  here? 

The  Chairman.  Certainly. 

Mr.  Beall,  (reading) : 

During  tlie  investigation  those  in  charge  of  the  plants  have  in  their  discus- 
sions with  representatives  of  the  bureau  frequently  emphasized  tiie  fiict  that 
the  men  working  these  very  long  hours  are  not  kept  busy  all  the  time.  To  a 
considerable  extent  this  is  perfectly  true;  but  the  employees  in  question  are 
on  duty  and  subject  to  orders  during  the  entire  period,  and  they  are  not, 
except  In  rare  instances,  allowed  to  leave  the  plant.  It  should  not  be  overlooked 
that  It  is  not  simply  the  character  or  the  continuity  of  the  work,  but  the  fact 
that  in  the  case  of  the  12-hour  a  day  man  something  over  one-half  of  each 
24  hours — more  than  three-fourths  of  his  waking  hours — is  spent  on  duty  In  the 
mills,  which  is  of  significance  to  the  worker  and  his  family. 

The  Chairman.  There  is  no  estimate  at  all? 

Mr.  Beall.  No. 

Mr.  Fitch.  The  estimate  is  made  at  another  place  in,  the  report. 

Mr.  Gardner.  What  do  they  do  when  they  are  off  duty?  May 
they  read  ? 

Mr.  Fitch.  Yes;  I  should  think  they  might.  I  never  have  seen 
them.  In  fact,  whenever  I  have  been  around  the  blast-furnace  plant 
the  men  were  always  doing  something.  It  may  be  I  have  been  un- 
fortunate in  coming  only  at  those  times  when  the  men  were  working. 

Mr.  Young.  Have  you  ever  stayed  through  an  entire  day  ? 

Mr.  Fitch.  No.  That  would  be  the  omy  way  in  which  I  could 
estimate  it. 

Mr.  Gardner.  What  other  class  of  employees,  besides  blast-furnace 
men,  work  12  hours. 

Mr.  Fitch.  The  men  in  making  the  steel  in  the  open-hearth  depart- 
ment and  the  Bessemer  department.  The  men  engaged  in  handling 
steel  after  that  until  it  has  gone  past  the  rolls  and  has  emerged  as  a 
finished  product. 

Are  they  at  work,  in  your  opinion,  three-quarters  of  the  time  when 
they  are  on  duty? 

Mr.  Fitch.  There  is  so  much  variation  in  practice  there  it  is  very 
difficult  to  make  a  general  statement.    I  know  of  cases  where 

Mr.  Gardner  (interposing).  What  would  you  guess? 

Mr.  Fitch.  I  should  guess  about  three-quarters  of  the  time. 

Mr.  Gardner.  Three-quarters  of  the  time  when  they  are  on  duty 
they  are  actually  at  work  ? 

Mr.  Fitch.  Yes. 

Mr.  Gardner.  Are  those  men  also  seven-day  men,  or  is  it  only  the 
blast-furnace  men  that  are  seven-day  men? 
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Mr.  Fitch.  The  blast-furnace  men  haV6  been  universally  seven-day 
men.  The  open-hearth  furnace  men  have  been  to  a  considerable  ex- 
tent seven-day  men,  and  in  some  places  are  now.  The  rolling  men 
are  almost  never  seven-day  men,  and  in  some  plants  never  have  been 
compelled  to  work  seven  days.     . 

Mr.  Gakdner.  In  the  Bessemer  furnace  they  always  work  as  seven- 
day  men? 

Mr.  Fitch.  No ;  that  is  in  the  blast  furnace. 

Mr.  Gardner.  In  the  blast  furnace  ? 

Mr.  Fitch.  Yes. 

Mr.  Gardner,  iiut  the  open-hearth  furnace  men  are  not  so  apt  to 
be  seven-day  men? 

Mr.  Fitch.  It  is  not  necessary  for  them  to  be. 

Mr.  Gardner.  In  the  rolling  mill  they  are  not  seven-day  men. 
Is  that  approximately  correct  ? 

Mr.  Fitch.  That  is  approximately  correct. 

Mr.  Gardner.  What  about  the  Bessemer  furnace  men? 

Mr.  FiTCH.  The  Bessemer  department  is  generally  a  six-day  de- 
partment. 

Mr.  Gardner.  Twelve  hours  for.  the  men  ? 

Mr.  Fitch.  Twelve  hours  for  a  majority  of  the  men;  usually  eight 
hours  for  the  men  in  the  hottest  positions. 

Mr.  "Gardner.  Are  these  men  in  the  hottest  positions  continually  at 
work,  or  are  they  like  the  stokers  on  a  steamer?  Do  they  do  their 
eight  hours  continuously,  or  do  they  do  four  hours  and  then  have  four 
hours  rest  and  then  four  hours  on  duty  again  ? 

Mr.  Fitch.  It  depends  on  how  well  the  department  is  working. 
If  everything  is  well,  they  should  have  pretty  continuous  work. 

Mr.  Gardner.  These  Birmingham  wages  that  you  Spoke  of  as  be- 
ing 13  and  14  cents  is  a  matter  I  want  to  ask  about  now.  Are  those 
colored  men? 

Mr.  Fitch.  About  half  of  them — mofe  than  half  of  them,  I  should 
say.  In  general,  the  colored  men  get  the  13-cent  rate  and  the  white 
men  the  ll-cent  rate. 

Mr.  Gardner.  You  were  telling  about  these  general  iron  men  who 
have  often  to  work  overtime,  and  cited  instances,  iii  cases  of  a  break- 
down, that  they  might  have  to  work  as  much  as  36  hours.  How  often 
does  that  overtime  work  occur  in  each  man's  experience  ? 

Mr.  Fitch.  Not  very  often ;  perhaps  twice  in  a  year ;  perhaps  two 
years  will  go  by  without  any. 

Mr.  Gardner.  What  is  the  provision  for  overtime  pay? 

Mr.  Fitch.  Straight  time. 

Mr.  Gardner.  What  was  the  name  of  the  paper  you  were  first  con- 
nected with — Charities  and  the  Commons? 

Mr.  Fitch.  Charities  and  the  Commons ;  yes. 

Mr.  Gardner.  Mr.  Charles  M.  Cabot  is  one  of  the  proprietors  of 
a  magazine  known  as  the  Boston  Commons,  is  he  not  ? 

Mr.  FiTCH.  He  has  had  some  connection  with  it.  I  do  not  know 
exactly  what  that  is. 

Mr.  Gardner.  It  has  been  an  active  connection  ? 

Mr.  Fitch.  I  have  no  direct  knowledge  of  that.  I  could  say  I 
know  he  has  been  interested  in  it. 
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Mr.  Gardner.  I  have  direct  knowledge  of  it.  Is  there  any  con- 
nection between  the  Boston  Commons  and  Charities  and  the  Com- 
mons, in  proprietorship  or  anything  of  that  sort? 

Mr.  Fitch.  None,  whatever. 

Mr.  Gardner.  The  Survey  is  what  you  are  now  employed  by  ? 

Mr.  Fitch.  I  am  employed  by  the  Survey,  which  is  the  same 
magazine  as  Charities  and  the  Commons.  It  is  merely  a  change  in 
name. 

Mr.  Gardner.  Its  successor  ? 

Mr.  FrrcH.  Yes. 

Mr.  Gardner.  Here  is  a  great  question  which  you  have  raised,  and 
I  would  like  to  discuss  it  with  you  a  little.  It  is  not  a  matter  so  much 
of  evidence  as,  perhaps,  of  opinion.    I  will  begin  it  in  this  way : 

You  are  employed  oy  the  Survey  to  do  certain  work.  They  have 
employed  you  to  do  certain  work.  If  your  reports  found  ideal  con- 
ditions existing  in  the  Steel  Corporation,  do  you  think  your  value  to 
the  Survey  would  be  increased? 

Mr.  Fitch.  I  do  not  see  what  connection  that  would  have  with 
my  value  to  the  Survey. 

Mr.  Gardner.  That  is  to  say,  yon  think  the  Survey  wants  to  pub- 
lish things  as  they  are,  even  if  they  proved  to  be  ideal  ? 

Mr.  Fitch.  Even  if  they  prove  to  be  very  ideal. 

Mr.  Gardner.  The  reason  I  asked  that  question  is  that  I  had 
a  conversation  with  Mr.  James  Bronson  Reynolds,  who  made  a 
report  on  the  condition  of  affairs  in  Chicago  as  to  the  Meat  Trust, 
exhibiting  a  very  clear  statement  of  affairs  there.  Subsequently 
there  was  legislation  and  so  on,  and  he  was  again  asked  to  make  a 
report  by  some  magazine^not  the  Survey,  and  I  do  not  remember 
what  magazine  it  was.  Perhaps  it  may  have  been  a  newspaper,  and 
not  a  magazine.  Mr.  Reynolds  told  me  that  he  said  he  would  make 
a  report,  but  that  he  understood  that  those  abuses  to  which  he  had 
called  attention  had  been  corrected,  upon  which  he  was  informed 
that  there  was  not  any  necessity  for  making  that  report,  because, 
from  the  point  of  view  of  their  readers,  it  no  longer  had  any  value. 

You  think  the  Survey  is  conducted  on  different  principles;  that 
they  would  be  very  glad  to  find  all  the  conditions  were  of  the  best 
from  the  laborers'  pomt  of  view  in  the  steel  business? 

Mr.  Fitch.  I  know  they  would. 

Mr.  Gardner.  That  would  be  their  view  of  it? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Gardner.  I  was  thinking^  in  connection  with  that,  whether  it 
was  or  was  not  true  that  men  writing  for  the  press  or  magazines  must 
more  or  less  sink  their  individuality  and  write  the  sort  of  things  that 
the  employers  desire ;  and  their  employers  probably  desire  that  which 
they  think  the  public  demands.  Is  that  your  belief  as  to  wiiters  in 
general  ? 

Mr.  Fitch.  I  have  no  knowledge  of  any  magazine,  from  direct 
connection,  other  than  with  the  Survey,  and  I  wish  to  say  that  the 
Survey  is  not  in  business  for  the  purpose  of  making  money — that 
the  Survey  is  maintained 

Mr.  Gardner  (interposing).  I  did  not  ask  about  the  Survey.  I 
asked  your  general  impression  of  conditions  in  this  work  as  to 
writers. 
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Mr.  Fitch.  You  wish  me  to  say  whether  I  think  writers  can  de- 
scribe what  they  find,  in  magazines  ? 

Mr.  Gardner.  Yes. 

Mr.  Fitch.  I  think  they  can,  as  a  general  rule. 

Mr.  Gardner.  As  a  general  rule  ?  You  do  not  think  writers  write 
what  their  employers  want? 

Mr.  Fitch.  Mr.  Gardner,  I  write  what  my  employers  want.  It 
happens  that  my  employers  and  I  agree  as  to  what  is  good.  I  would 
not  work  for  the  magazine  where  I  could  not  agree  with  my  em- 
ployer. I  know  of  a  very  great  many  high-principled  men  working 
for  other  magazines  who  would  not.  They  please  their  employers. 
But  they  also  write  what  they  think  they  ought  to  write. 

Mr.  Gardner.  Is  there  any  impropriety  in  a  man  writing  what  his 
employer  wants  him  to  write?  As  to  a  newspaper  man,  if  I  were 
employed  as  a  newspaper  man,  is  there  any  reason  why  I  should  not 
sink  my  individuality  and  write  what  my  employer  wants  me  to 
write  ? 

Mr.  Fitch.  Even  if  that  is  the  thing  you  would  prefer  not  to 
write  ? 

Mr.  Gardner.  Even  though  it  does  not  meet  my  individual  views. 

Mr.  Fitch.  I  think  a  man  would  be  giving  up  his  independence  if 
he  did  that.     I  think  he  would  be  false  to 

Mr.  Gardner  (interposing).  You  are  now  coming  in  the  direction 
I  want  to  discuss  with  you. 

Mr.  Fitch.  I  think  he  would  be  false  to  the  standards  that  should 
prevail  among  men  who  write. 

Mr.  Gardner.  Take  the  case  of  my  secretary;  should  he  sink  his 
individuality,  if  I  pay  him  a  satisfactory  sum  to  do  it,  and  become 
merely  my  secretary? 

Mr.  Fitch.  I  do  not  know  what  you  mean  by  "  sinking  his  individ- 
uality." 

Mr.  Gardner.  Well,  he  must  communicate  my  views  to  callers;  he 
must  protect  me  in  every  way  he  can;  otherwise. he  is  not  fit  for  the 
position.     He  must  sink  his  individuality. 

Ts  it  a  dishonorable  thing  for  him  to  do  or  an  improper  thing  for 
him  tn  do? 

Mr.  Fitch.  I  do  not  see  why  it  is,  unless  you  ask  him  to  do  some- 
thing that  is  improper. 

Mr.  Gardner.  Let  us  come  now  to  your  question  of  saying  that 
there  is  a  loss  of  liberty  engendered  by  the  system  which  the  Steel 
Corporation  has  created  out  of  pensions,  of  accident  compensation, 
and  of  stock  subscription.  You  say  that  it  results  in  a  loss  of  inde- 
pendence on  the  part  of  the  workmen,  and  that  is  brought  about  by 
making  a  special  inducement  to  the  worlanen  to  remain  a  long  time 
in  the  employ  of  the  Steel  Corporation.  Did  I  understand  you  to 
take  that  ground  ?    Is  that,  correct  ? 

Mr.  Fitch.  Something  quite  similar  to  that. 

Mr.  Gardner.  That  is  a  correct  statement  of  your  position  ?  The 
question  arises  in  my  mind,  when  you  were  discussing  that,  that  even 
if  you  could  say  that  this  compensatory  and  pension  arrangement 
were  entered  into  for  the  express  purpose  of  making  it  worth  while 
for  men  to  remain  longer  in  the  steel  company's  employ,  whether 
there  is  any  impropriety  in  it. 
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Mr.  FrrcH.  Not  for  the  purpose  of  keeping  one  in  the  employ  of 
the  company.  That  is  very  desirable.  The  thing  that  is  improper  is 
that  the  man  has  no  right  to  the  benefit  which  he  is  offered.  There 
is  no  contract. 

Mr.  Gardner.  Yes ;  but  if  it  is  made  worth  the  man's  while  by  his 
employment ;  if  he  finds  that  directly  or  indirectly  he  can  get  higher 
pay  if  he  does  not  join  a  labor  union,  why  should  not  he  divest  him- 
self of  the  right  to  join  that  labor  union? 

Mr.  Fitch.  I  have  no  objection  to  his  doing  that.  I  would  urge, 
if  the  employers  wish  to  maintain  loyalty  among  their  employees, 
that  they  offer  them  high  pay. 

Mr.  Gardner.  I  take  it  that  men  join  labor  unions — at  least  they 
do  down  my  way — because  they  think  thereby  they  can  get  more  pay 
per  hour.  The  shorter  hours  are  generally,  perhaps,  aimed  at  for  the 
purpose  of  raising  the  pay  or  getting  a  greater  amount  of  pay  for  a 
less  number  of  hours'  work.  I  think  that  is  the  usual  reason.  If 
the  employer  says,  "  I  will  enter  into  competition  with  the  labor 
union  and  I  will  endeavor  to  make  it  more  worth  while  for  them  not 
to  join  the  union  than  the  unions  will  make  it  worth  while  if  they 
join  them,"  is  there  anything  in  the  eternal  verities — I  am  not  giving 
my  opinion  in  the  matter — but  is  there  anything  in  the  eternal  veri- 
ties which  would  make  it  improper  for  the  corporation  to  do  that? 

Mr.  Fitch.  Not  at  all. 

Mr.  Gardner.  Then  why  have  I  not  covered  your  position?  It 
seems  to  me  that  last  answer  of  yours  is  rather  out  of  harmony  with 
the  position  you  took  in  the  preliminary  statement  which  you  made. 

Mr.  Fitch.  You  ask  if  it  would  be  improper  for  the  company  to 
offer  better  conditions,  to  compete  with  labor  unions  by  offering 
better  conditions  than  the  labor  union  could  secure.  I  think  that  is 
highly  proper;  and  not  only  that,  but  desirable. 

Mr.  Gardner.  Is  not  the  direct  purpose  of  keeping  the  men  from 
entering  the  labor  union  ?  If  they  should  say,  "  Here,  we  do  not 
want  our  business  interfered  with,  we  would  rather  run  this  show 
ourselves  than  divide  the  responsibility  with  anybody  else  or  divide 
the  mastery  with  anybody  else,  and  we  will  make  it  worth  your  while 
not  to  join  labor  unions,  and  we  will  do  it  by  these  various  systems," 
is  that  an  improper  motive? 

ISIr.  Fitch.  Not  at  all.     That  is  just  the  way  to  fight  labor  unions. 

Mr.  Gardner.  Then  I  want  you,  in  your  own  terms,  to  say  in 
what  way  these  plans  of  the  Steel  Corporation,  if  you  are  correct  as 
to  its  motives,  differ  from 

Mr.  Fitch  (interrupting).  May  I  answer  your  question  and  give 
my  opinion? 

Mr.  Gardner.  I  would  like  for  you  to  answer  everything  now  in 
your  own  words.  I  think  you  understand  what  I  am  driving  at. 
Let  us  see  what  you  have  to  say  about  it. 

Mr.  Fitch.  We  might  differ  as  to  what  are  better  conditions.  A 
company  should  be  very  sure  that  it  is  offering  better  conditions.  I 
do  not  think  a  company  is  offering  better  conditions  when  it  even 
pays  higher  wages  if  it  thereby  curtails  the  right  of  employees  to 
meet  and  hold  public  gatherings,  to  speak  in  public,  to  write  letters 
for  their  labor  papers,  and  express  their  opinions  as  to  the  policy  of 
the  corporation. 
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In  other  words,  to  put  it  in  a  homely  way,  I  believe  in  the  in- 
evitable right  of  the  American  workman  to  kick.  If  you  deprive 
him  of  his  right  to  kick  you  never  can  compensate  him  by  high  wages 
or  by  pensions  or  anything  else. 

I  would  have  a  very  high  opinion  of  a  corporation  that  would  fight 
labor  unions  by  offering  better  conditions  than  the  labor  unions 
could  secure  and  then  not  interfere  with  the  men  when  they  get  to- 
gether in  a  meeting  to  talk  about  it.  I  would  Jaave  a  very  high 
opinion  of  a  company  like  that. 

Mr.  GAEDsrER.  Substantially  you  do  not  think  a  corporation  ought 
to  pay  a  man  not  to  kick? 

Mr.  Fitch.  I  do  not  think  American  civilization  can  continue  on 
the  basis  which  it  has  now  reached  if  you  deprive  men  of  the  right 
to  kick. 

Mr.  Gardner.  As  a  matter  of  fact,  does  not  the  corporation  feel 
that  all  these  letters  which  are  being  written  are  for  the  purpose  of 
enjoying  those  benefits,  to  wit,  membership  in  the  labor  union  and 
increased  rewards  which  the  corporation  is  offering? 

Mr.  Fitch.  I  do  not  understand  you.    What  letters  ? 

Mr.  Gaednbr.  For  instance,  you  say  they  ought  to  be  permitted  to 
write  letters  to  their  labor  papers.  I  do  not  know  whether  they  are 
allowed  to  do  so  or  not.  Probably  the  corporation  would  deny  the 
fact,  but  for  the  sake  of  the  argument  let  us  assume  that  they  do  it. 
As  a  matter  of  fact,  would  not  the  corporation  say,  "  We  have  offered 
them  money  or  further  advantages — higher  pay  or  compensation  or 
welfare  work,  or  whatever  it  is — for  the  express  purpose  of  their  not 
aiding  in  a  movement  to  build  up  labor  organizations  "  ?  From  that 
point  of  view  would  it  be  improper  for  the  corporations  to  do  what 
they  could  to  prevent  the  people  reaping  the  benefit  of  what  they  have 
offered  them,  and  at  the  same  time  trying  to  accomplish  the  end 
which  the  corporation  is,  from  their  point  of  view,  paying  them  to 
refrain  from  ? 

Mr.  FiTCH.  It  is  not  at  all  improper  for  a  company  to  try  to  keep 
its  employees  from  organizing,  but  it  is  improper  for  that  company 
to  discharge  its  men  because  they  desire  to  belong  to  a  club.  When 
men  get  together  for  the  purpose  of  organizing,  nobody  knows  what 
the  purposes  are,  I  do  not  believe  any  member  of  this  committee 
would  say  that  a  man  ought  to  be  condemned  in  advance  of  commit- 
ting a  crime  and  sentenced  for  it.  I  think  that  we  come  down  to  the 
principle  that  a  man  ought  to  be  free  until  he  commits  his  crime. 

Mr.  Gardkee.  I  quite  agree  with  you  in  your  premise,  and  I  pre- 
sume the  corporation  would  deny  the  fact  as  to  preventing  the  men 
joining  the  club.  Yet  after  it  is  established  that  the  club  is  insti- 
tuted for  the  reason  that  they  desire  to  become  unionized,  would  there 
be  anything,  then,  improper  in  the  corporation  discharging  them  and 
saying,  "  You  may  no  longer  participate  in  these  benefits  "  ? 

Mr.  Fitch.  Such  as  higher  wages? 

Mr.  Gardner.  Such  as  whatever  they  offered  them  in  the  way  of 
compehsation  or  anything  of  that  sort. 

Mr.  Fitch.  Everything  of  that  sort  would  have  to  be  judged  upon 
its  individuar merit;  but  I  do  not  see  where  the  employee  can  be  as- 
sured of  continued  justice  if  the  employer  offers  him  any  amount  of 
high  wages  and  then  refuses  to  him  an  opportunity  to  join  with  his 
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fellows,  SO  he  can  have  a  voice  somewhat  comparable  to  the  voice  that 
speaks  through  the  employer,  with  capital  behind  it. 

Mr.  Gabdner.  But  suppose  the  corporation  is  willing  to  pay  the 
man  to  avoid  itjand  the  man  voluntarily  surrenders  it  ? 

Mr.  Fitch.  When  we  pay  the  men  for  giving  up  their  independ- 
ence? 

Mr.  Gardner.  Yes. 

Mr.  Fitch.  You  can  not  pay  a  man  for  that. 

Mr.  Gardner.  I  do  not  know  about  that.  I  raised  the  question  with 
my  secretary  and  the  newspaper  men,  before  I  began  the  discussion, 
for  the  exact  purpose  of  bnnging  out  that  point. 

Mr.  Fitch.  That  is  my  opinion.    You  can  not  pay  a  man  for  that. 

Mr.  Gardner.  That  is  all,  Mr.  Chairman. 

Mr.  Young.  Perhaps  this  is  going  back  to  the  beginning,  but  can 
a  man  enter  any  kind  of  organized  society  without  giving  up  a  part 
of  the  independence  and  liberty  that  he  would  enjoy  if  he  were  alone 
upon  a  desert  island — or  not  a  desert  island,  but  a  rich  island  ? 

Mr.  Fitch.  There  is  a  difference  between  independence  and  un- 
bridled license.  Your  man  on  the  rich  desert  island  would  be  limited, 
of  course.    His  independence  would  be  bounded  by  that  island. 

Mr.  Young.  And  by  what  he  could  do  upon  the  island  ? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Is  it  not  a  fact  that  in  anv  organized  society  you  must 
give  up  liberties  in  order  to  enjoy  other  benefits? 

Mr.  Fitch.  Certainly ;  a  certam  amount. 

Mr.  Young.  When  this  man  joins  the  labor  union  it  is  necessary 
for  the  success  of  that  union,  is  it  not,  that  when  the  union  has  con- 
sidered the  question  affecting  the  interests  of  its  members  and  decided 
by  a  majority  that  a  certain  thing  shall  be  done,  the  minority  shall 
surrender  their  opinion  and  act  with  the  majority? 

Mr.  Fitch.  That  is  the  principle  we  go  on  in  any  kind  of  a  democ- 
racy, whether  it  is  a  union  or  a  politicalorganization. 

Mr.  Young.  In  any  kind  of  an  organization — ^governmental,  or 
church,  or  labor  union,  or  anything  of  that  kind  ? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Why  is  it  not  more  detrimental  to  the  character  or 
interest  of  this  man  to  give  up  part  of  his  independence  and  liberty 
to  the  labor  organization  than  it  is  to  give  up  an  equal  amount — not 
greater,  but  an  equal  amount — of  independence  to  the  corporation? 

Mr.  Fitch.  I  do  not  think  there  is  any  reason  for  his  giving  up 
all  of  it  to  the  corporation. 

Mr.  Young.  "V^'^lo  requires  him  to  give  up  all  his  independence, 
and  how  can  he  give  it  up  ?  I  would  be  perfectly  willing  as  an  indi- 
vidual, for  instance,  to  agree  for  a  consideration  that  I  would  never 
enter  a  certain  line  of  business.  Do  you  think  there  would  be  any 
impropriety  in  that  ? 

Mr.  Fitch.  None  whatever. 

Mr.  Young.  Yet  it  would  be  a  very  great  restriction  on  my  liberty? 

Mr.  Fitch.  Yes. 

Mr.  Young.  I  would  be  willing  to  say  that  I  would  never  join  a 
society  for  the  dissemination  of  political  science,  for  instance,  for  a 
consideration,  if  anybody  would  pay  me  one  for  it.  Do  you  think 
there  would  be  any  impropriety  in  that  ? 
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ilr.  Fitch.  That  v,ould  depend  very  much  upon  how  sweeping 
the  prohibition  might  be.  But  ^xe  arc  talking  now,  if  you  will  pardon 
me,  about  workingmen. 

The  Chairman.  To  carry  the  matter  far  enough,  suppose  the  sug- 
gestion be  made  that  you  would  agree  not  to  vote? 

Mr.  Young.  IS  o  ;  I  am  not  talking  about  that  at  all.  I  am  talking 
abput  joining  an  organization  for  the  dissemination  of  political 
science. 

Mr.  Fitch.  I  do  not  know  how  you  would  feel  about  it,  but  to 
answer  your  question  directly,  I  should  feel  rather  ashamed  to  sell 
my  right  to  join  any  such  organization  as  that.  I  would  rather  be 
free  to  speak  whatever  I  thought  was  the  truth  and  whenever  it  ought 
to  be  spoken. 

Mr.  Young.  You  would  be  just  as  free  to  speak  outside  of  the  or- 
ganization as  you  were  in  it  and  probably  a  good  deal  freer. 

Mr.  Fitch.  But  is  not  that  rather  changing  the  basis  of  the  dis- 
cussion ? 

Mr.  YouKG.  I  think  not. 

Mr.  Fitch.  Is  not  that  a  small  point  in  comparison  ? 

My  idea  with  regard  to  the  laboring  man  is  different  from  my 
idea  with  regard  to  a  Member  of  Congress,  and  I  would  say  that  if 
you  were  employed  at  $2  a  day 

Mr.  YouNG  (interposing).  I  have  been  employed  at  a  good  deal 
less  than  that. 

Mr.  Fitch.  Yes ;  and  so  have  I. 

Mr.  Young.  And  I  worked  15  hours  a  day,  too. 

Mr.  Fitch.  So  have  I. 

Mr.  Young.  Not  occasionally,  not  an  occasional  day,  but  every  day. 

Mr.  Fitcpi.  If  you  were  asked  to  sell  your  right  to  ask  for  more 
wages  by  an  advance  now  to  $2.10  a  day,  I  could  conceive  of  circum- 
stances under  which  you  would  have  to  do  it.  But  I  would  think  it 
would  be  a  very  bad  thing  for  society  in  general  IPor  a  large  number 
of  men  to  be  compelled  to  do  that  thing. 

Mr.  Young.  That  would  depend,  would  it  not,  entirely  as  to  the 
desirableness  of  the  bargain?  When  any  man  enters  into  an  em- 
ployment, as  many  men  do,  for  a  series  of  years  at  a  certain  salary^ 
they  agree  they  will  not  seek  any  other  employment  at  a  greater 
salary  during  that  time.  They  do  that  when  they  believe  it  is  ad- 
vantageous for  them  to  make  that  sort  of  a  bargain. 

Mr.-  Fitch.  Does  not  the  justice  of  the  bargain  always  depend 
upon  the  bargaining  power  of  the  person  concerned  ? 

Mr.  Young.  No  :  it  depends  on  the  justice  of  the  bargain. 

Mr.  Fitch.  Does  it  not  depend  on  the  bargaining  power  at  all? 

Mr.  Young.  It  depends  on  the  justice  of  the  bargain. 

Mr.  Fitch.  Then  you  think^  do  you,  that  society  is  not  endangered 
at  all  if  half  of  society  has  a  right  to  fix  the  terms  of  employment  for 
the  other  half  and  fix  the  wages  for  the  other  half  ? 

Mr.  Young.  I  never  said  anything  of  that  kind. 

Mr.  Fitch.  If  only  that  first  half  intends  to  be  just? 

Mr.  Young.  Oh,  no;  I  do  not  see  how  you  could  have  so  miscon- 
strued my  statement. 

Mr.  Fitch.  I  just  asked  if  that  is  your  point  of  view. 

17042— Xo.  42—12 3 
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Mr.  YouisG.  I  said  no,  and  you  have  no  right  to  think  from  any- 
thing I  said  that  I  did  have  that  point  of  view.  What  I  said  was 
this— and  now  listen,  please— that  in  my  opinion  it  depended  on  the 
justice  of  the  bargain,  not  whether  you  thought  it  was  just  or  I 
thought  it  was  just,  but  whether,  as  a  matter  of  fact,  it  was  just. 

Mr.  Fitch.  I  differ  with  you  as  to  that.  I  would  feel  independ- 
ance  in  a  community  if  I  were  enabled  to  make  a  bargain  on  equal 
terms  with  my  employer.  I  would  not  feel  a  similar  independence 
If  I  felt  that  my  employer  were  paying  me  twice  as  much  as  I  was 
worth  at  any  time,  and  could  at  any  time  cut  my  pay  to  half  what  I 
worth,  and  that  I  had  no  recoui-se.  I  would  not  feel  very  independ- 
ent; in  fact,  I  would  have  to  do  just  about  what  that  employer  told 
me  to  do,  whether  it  was  a  right  thing  to  do  or  a  wrong  thing  to  do, 
just  so  I  could  hold  my  job  and  not  let  my  family  starve. 

Mr.  Young.  Why  would  you  not  feel  entirely  independent,  pro- 
vided you  could  obtain  employment  somewhere  else? 

Mr.  Fitch.  If  I  could  get  employment  at  a  reasonable  rate,  then  I 
would  be  independent. 

Mr.  Young.  Do  you  think  we  have  reached  a  condition  in  this 
«(nintry  where  laboring  men,  generally  speaking,  can  not  obtain  em- 
ployment at  reasonable  wages,  somewhere  in  this  country? 

Mr.  Fitch.  I  know  that  hundreds  of  thousands  of  workingmen 
are  not  working  at  reasonable  wages.  I  have  just  been  producing 
figures  here  to  show  that  thousands  of  the  employees  of  the  Steel  Cor- 
poration are  not  getting  reasonable  wages.  I  have  not  gone  into  that 
in  detail,  but  I  have  been  in  these  men's  homes,  and  I  know  how  they 
five.  I  know  the  common  laborer  rate  in  the  steel  industry  presup- 
poses a  single  man  industry.  It  is  based  upon  the  idea  that  a  man 
lioes  not  have  to  support  a  family.  So  that  common  laborers  of  the 
Steel  Corporation  are  largely  either  single  men  or  married  men  whose 
wives  are  in  Europe  and  who  can  live  at  a  cheaper  rate  in  Europe 
than  they  can  here,' and  hence  small  sums  are  being  sent  over  to  them 
from  time  to  time. 

Mr.  Young.  And  you  say  these  men  can  not  obtain  any  better 
wages  an3rwhere  else  in  this  country  than  this  identical  wage  which 
die  Steel  Corporation  is  giving  them  ? 

Mr.  Fitch.  Some  of  them  can.    The  vast  bulk  of  them  can  not. 

Mr.  Young.  No  one  will  pay  them  any  more? 

Mr.  Fitch.  The  vast  bulk  of  them  can  not  get  any  more. 

Mr.  Young.  Do  you  mean  by  that  that  all  employers  of  common 
ifllwrin  this  country  are  in  a  vast  conspiracy  to  hold  the  wages  of  the 
laboring  men  down  to  an  unreasonable  figure? 

Mr.  Fitch.  It  is  not  a  conspiracy.  It  is  the  natural  working  out  of 
economic  conditions.  The  employer  wants  to  get  all  he  can  and  the 
em.ployee  wants  to  get  all  he  can.  Where  the  employee  is  not  per- 
mitted to  organize  he  has  no  bargaining  power,  and  he  has  to  take 
w'lat  he  can  get.  The  Steel  Corporation  is  not  a  single  employer. 
Their  employing  officer  represents  a  large  body  of  stockholders,  and 
•ae  must  conduct  the  industry  so  as  to  get,  not  the  highest  wages  to  be 
paid,  but  the  highest  dividends  to  be  paid  stockholders.  The  thing 
jhat  moves  him  is  a  thing  that  is  contrary  to  the  thing  that  moves  the 
?  nployee.  There  are  two  conflicting  ideas.  It  is  not  a  conspiracy, 
it  is  a  fight  to  live,  you  might  say.    The  manager  wants  to  hold  his 
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job,  the  ijre~ident  of  the  steel  Corporation  wants  to  hold  his  j(b. 
They  want  to  make  this  great  industry  pay.  It  will  pay  more  if 
wages  are  low  than  it  will  pay  if  wages  are  high,  and  that  i«  the 
reason  wages  do  not  go  up. 

The  Chairman.  Eight  at  that  point  I  want  to  ask  a  question,' 
though  jiot  to  interrupt  Mr.  Young's  interesting  inquiry. 

If  these  men  were  American  citizens,  speaking  our  language,  at 
home  anywhere  in  our  country,  and  who  could,  for  that  reason, 
engage  in  other  gainful  occupations  as  mechanics  or  farmers,  or  the 
like,  would  they  be  in  the  condition  they  now  are? 

Mr.  Fitch.  Their  condition  would  be  much  better.  There  would 
be  many  more  opportunities  open  to  them.  I  would  not  want  to 
venture  to  say  what  would  be  the  effect  if  all  the  common-labor 
employees  were  skilled  men.  There  would  be  such  an  influx  of 
skilled  labor  there  would  not  be  jobs  enough  to  go  around. 

The  Chairman.  I  do  not  mean  skilled  men.  I  mean  if  they  were 
American  citizens  at  home,  who  knew  our  institutions  and  our 
language,  and  who  could  for  that  reason  do  ordinary  labor  elsewhere 
than  in  communities  where  their  own  language  is  spoken  and  their 
own  people  live. 

Mr.  Fitch.  Oh,  yes.  There  would  be  a  much  greater  freedom  of 
movement  then.  Suppose  a  man  were  a  farmer  in  Europe — but 
under  your  hypothesis  he  would  not  have  been  in  Europe.  But  sup- 
pose he  had  been  a  farmer  in  Massachusetts,  he  could  then  go  out  t© 
Nebraska  and  buy  a  farm,  or  could  go  to  Texas,  where  land  is  very 
cheap,  and  perhaps  buy  a  farm  there ;  but  the  man  who  is  coming  in 
from  southern  Italy  and  from  Eussia  and  from  Austria-Hungary, 
not  knowing  our  language,  naturally  goes  to  the  place  where  his 
people  can  talk  his  language;  so  the  tendency  is  naturally  for  them 
to  congregate  in  great  industrial  centers  and  to  stay  there,  althougli 
they  know  how  to  farm  and  do  not  know  how  to  be  steel  workers. 

Mr.  Young.  I  did  not  hear  all  your  testimony,  and  so  I  may  be 
asking  you  things  which  have  been  gone  over;  but  as  I  understand 
your  position,  it  is  that  these  special  benefits,  the  pension  system  and 
the  bonuses,  the  opportunity  to  purchase  stock,  the  payments  made 
for  injuries,  and  all  that,  are  done  by  the  steel  corporation  with  the 
real  concealed  purpose  of  preventing  these  men  joining  labor  unions"? 

Mr.  Fitch.  I  have  expressed  no  opinion  on  that  at  all.  I  do  not 
wish  to  express  an  opinion  on  that,  because  that  is  entering  inte 
motives  that  can  scarcely  be  determined.    I  might  merely  say 

Mr.  Young  (interposing).  Do  you  mean  it  has  that  effect? 

Mr.  Fitch.  It  has  that  effect;  yes. 

Mr.  Young.  It  has  that  effect? 

Mr.  Fitch.  Yes. 

Mr.  Young.  There  are  a  great  many  places  in  the  United  States 
■where  common  labor  is  employed,  where  nothing  of  that  kind  is 
done,  and  there  is  no  objection  to  men  joining  labor  unions.  Have 
you  made  any  investigation  to  find  whether  under  such  conditions 
laboring  men  are  receiving  better  wages  for  the  same  kind  of  work1 
I  do  not  mean  the  same  kind,  but  the  same  class  of  common,  unskilled 
labor.  Have  you  made  any  investigation  to  determine  whether  they 
are  receiving  better  wages  than  in  the  steel  industry,  when  they  are 
working  for  the  steel  corporation? 
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Mr.  Fitch.  No;  I  have  made  no  special  inquiry  into  that.  How- 
ever, I  have  here  an  abstract  of  the  report  of  the  Immigration  Com- 
mission, which 

Mr.  Young  (interposing).  Of  what  date? 

Mr.  Fitch.  1911.  That  is  the  congressional  commission,  -which  has 
recently  completed  its  investigation  and  is  publishing  its  report. 

I  find  that  they  secured  detailed  information  for  86,08'.i  employees 
in  the  steel  industry.  The  census  reported  for  1909  there  were 
301,350  employees  engaged  in  all  classes  of  iron  and  steel  work, 
excluding,  of  course,  mines,  but  in  the  plants.  The  number  investi- 
gated was  something  like  28  per  cent  of  the  total,  which  is  a  pretty 
fair  basis  for  a  study.  These  were  common  laborers  mainly,  because 
they  were  immigrants.  They  say  here  that  the  average  annual  earn- 
ings of  all  males  18  years  of  age  and  over  in  the  period  investigated — 
and  I  think  this  has  reference  to  1910,  though  I  am  not  positive  as 
to  that — were  only  $346 ;  the  average  annual  earnings  of  male  heads 
of  families  were  $409;  and  the  average  annual  familv  income 
was  $5G8. 

Mr.  Young.  That  is  reallj'  where  more  than  one  member  of  the 
family  worked  ? 

Mr.  Fitch.  Yes;  or  where  the  wife  worked  at  some  other  industry. 
I  glanced  through  these  other  industries  which  are  included  in  this 
abstract,  and  notice  they  include  slaughtering  and  meat  packing, 
bituminous  coal  mining,  glass  manufacture,  woolen  and  worsted 
manufacture,  silk  goods,  cotton  goods,  clothing  manufacturing,  boots 
and  shoes,  furniture,  collar,  cuff,  and  shirt  manufactures,  leather, 
glove  manufactures,  oil  refining,  sugar  refining,  manufactures  of 
cigars  and  tobacco,  and  I  find  the  lowest  rate  is  in  the  steel  industry. 
Mr.  Eeed.  Unskilled  labor  ? 

Mr.  Fitch.  It  does  not  saA'  whether  it  is  skilled  or  unskilled  in 
this  immigrant  investigation. 

Mr.  Young.  The  figures  we  have  been  receiving  from  the  Bureau 
of  Corporations  show  that  the  average  rate  of  wages  for  unskilled 
labor  in  the  steel  corporation  at  Pittsburgh  is  17^  cents  an  hour,  but 
that  they  work  either  72  or  84  hours  a  week.  That  would  make  a  very 
much  higher  rate  of  wages  than  any  that  you  have  mentioned. 
Mr.  Fitch.  If  they  work  365  days  in  the  year,  it  would. 
The  Chaikman.  1  think  you  misapprehend  the  idea.  You  are 
speaking  of  wages  paid  these  immigrants. 

Mr.  Fitch.  These  are  mainly  immigrants,  though  a  certain  pro- 
portion of  American-born  citizens  is  included  in  each  study.  Per- 
haps I  can  tell  you  right  here. 

The  Chairman.  I  may  have  misapprehended  the  matter  myself. 
Mr.  Bates.  Of  the  total  number  of  employees,  57.7  per  cent  were 
found  to  be  of  foreign  birth.  The  principal  races  of  the  old  immigra- 
tion— this  commission  differentiates  between  old  and  new  immigra- 
tion, the  old  being  northern  Europe  and  the  new  being  southern 
Europe— were:  Germans,  4,266;  Irish,  2,448;  and  English,  2,340. 
The  rest  of  the  races  reported  in  largest  numbers  were  the  Slavics. 
9,029;  the  Poles,  7,897,  and  so  on;  and  of  the  total  number  of  iron 
and  steel  workers  there  were  28.90  per  cent  of  native  born  with  native 
fathers  and  13.4  per  cent  native  born  with  foreign  fathers. 

Mr.  Ef.ed.  Unless  I  have  misunderstood  Mr.  Fitch,  the  figures 
wliich  he  now  gives  us  are  comparing  the  earnings  of  the  steel  work- 
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ers,  most  of  whom  are  common  laborers,  with  the  earnings  of  the 
workers  in  other  industries,  most  of  whom  are  skilled  workers,  and 
I  think  Mr.  Fitch  will  say  that  my  information  is  correct,  that  the 
steel  workers  at  Pittsburgh  receive  a  higher  rate,  per  hour  for  com- 
mon labor  than  any  other  important  group  of  common  laborers  in 
the  United  States,  except  perhaps  in  the  Pacific  States. 

Is  that  not  correct,  Mr.  Fitch? 

Mr.  Fitch.  I  could  not  say  as  to  all  groups  of  common  labor.  Ttie 
highest  rate  paid  in  the  steel  industry  is  paid  by  the  United  States 
Steel  Corporation  at  Pittsburgh.  As  to  these  other  industries  con- 
taining a  higher  proportion  of  skilled  employees,  I  could  not  say. 
The  slaughtering  and  meat-packing  industry  has  a  large  number  of 
common  laborers. 

Mr.  Young.  I  should  not  think  statistics  of  that  kind  are  of  very 
much  value  unless  they  differentiate  between  the  skilled  and  iift- 
skilled  laborers  on  both  sides. 

Mr.  Fitch.  Without  differentiating  at  all,  and  taking  the  iron  and 
steel  situation  as  it  stands,  that  yearly  income  is  rather  low.     Coni- 

{)aring  it  with  what  we  might  consider  the  American  standard  of 
iving  rather  than  comparing  it  with  any  other  industry,  it  is  <^x- 
ceedingly  low. 

Mr.  Young.  The  figures  which  you  gave — $409 — are  very  low.  But 
that  would  indicate  that  these  men,  if  they  receive  the  same  wages 
that  the  common  laborer  receives  at  Pittsburgh^  did  not  work  over 
four-sevenths  of  the  time.  Except  in  a  year  of  gi'eat  financial  de- 
pression, if  a  man  does  not  work  more  than  four-sevenths  of  the  time 
it  is  usually  his  own  fault. 

Mr.  Fitch.  I  would  not  hesitate 

Mr.  Young  (interposing).  Of  course,  there  have  been  years  wh-m 
he  could  not  get  that  opportunity. 

Mr.  Fitch.  I  would  not  hesitate  to  say  that  as  to  the  steel  industry. 
No  one  will  deny  that  the  steel  industry  has  increased  its  capacity 
beyond  any  demand  that  this  country  has  ever  made. 

Mr.  Young.  But  you  must  remember  that  we  have  increased  our 
consumption  more  than  double  the  amount  of  the  consumption  in  10 
years.    We  are  not  very  much  ahead. 

Mr.  Fitch.  I  have  no  figures  as  to  the  extent  to  which  we  are 
ahead,  but  I  know  the  Gary  plant  has  never  yet  been  in  full  opera- 
tion unless  it  has  been  recently  in  full  operation. 

Mr.  Keed.  It  is  very  near  it  now. 

The  Chairman.  The  Gary  plant  has  hardly  started. 

Mr.  Fitch.  The  Gary  plant  began  to  be  built  in  1906. 

Mr.  Young.  But  it  is  not  completed  yet. 

Mr.  Fitch.  The  departments  that  have  been  completed  have 
scarcely  ever,  if  at  all,  been  in  full  operation.  I  was  in  Chicago  and 
Gary  last  winter,  and  I  went  through  these  plants.  In  South  Chicago, 
in  visiting  the  plant  there,  I  could  scarcely  find  anybody  at  work; 
practically  all  the  departments  were  closed,  and  although  I  was  in 
Chicago  for  three  months,  there  was  very  little  of  that  time  that  the 
entire  plant — I  do  not  think  any  of  the  time  the  entire  plant  was  in. 
operation. 

Mr.  Young.  What  time  was  this  ? 

Mr.  Fitch.  I  was  in  Chicago  from  the  1st  of  December  until 
nearly  the  end  of  February. 
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Mr.  Young.  Of  what  year? 

Mr.  Fitch.  Of  1910  and  1911.  Not  only  was  that  true  in  Chicago 
and  Gary,  but  practically  throughout  the  country.  The  steel  miHa 
were  operating  on  part  time,  and  they  are  operating  now  on  part 
time. 

Mr.  Young.  Undoubtedly. 

Mr.  Fitch.  I  do  not  know  of  any  time  since  the  boom  era  of  1906^ 
and  1907  that  the  steel  mills  have  been  operating  constantly  at  all  at 
full  capacity.  Having  built  these  great  mills  and  gathered  together 
a  laboring  force  to  run  them — for  there  must  be  a  full  laboring  force^ 
because  every  department  of  the  plant  is  running  part  of  the  time — 
necessarily  men  are  out  of  employment  a  great  deal. 

Mr.  Young.  But  that  is  all  deductive,  it  seems  to  me.  I  do  not 
believe,  as  a  matter  of  fact,  that  all  of  these  plants,-  at  the  same  time, 
have  ever  had  a  force  together  capable  of  running  all  the  plants  at 
their  full  capacity.  If  they  have,  I  have  been  very  much  misin- 
formed. It  is  true  that  we  have  greater  capacity  in  the  steel  business 
than  there  is  a  demand  for.  The  increase  in  the  demand  has  been 
so  rapid  that  in  1906  and  1907  we  got  behind,  but  this  resulted  in  an 
expansion  of  the  business,  and  we  built  rather  more  plants  than  as 
yet  we  have  had  use  for,  but  it  will  only  be  a  few  years  until  they 
are  all  in  use.  That  increase  has  mainly  occurred  since  the  business 
began  to  be  unsteady.  They  have  just  commenced  plants,  and  have 
been  building  them  ^ince.  I  do  not  think  there  is  any  condition  at 
most  of  them  where  a  large  force  has  been  gathered  together  that 
has  been  idle  a  large  proportion  of  the  time. 

Mr.  Fitch.  There  has  not  been  a  time  since  the  fall  of  1907  that 
the  steel  mills  of  the  Pittsburgh  district  have  generally  been  operated! 
on  full  time. 

Mr.  Young.  Very  true ;  but  they  have  monstrously  increased  their 
capacity  since  that. 

Mr.  Fitch.  Yes;  and  have  increased  their  labor  force  and  have 
laid  off  men  from  time  to  time — : — 

Mr.  Young  (interposing).  I  should  feel  like  denying  that  without 
some  proof  of  it. 

Mr.  Fitch.  I  refer  you  to  the  report  of  the  Immigration  Commis- 
sion as  to  the  amount  of  lost  time  during  the  period  of  investigation. 

The  Chairman.  Can  you  put  that  in  this  record? 

Mr.  Fitch.  I  would  much  prefer  that  you  would  ask  some  member 
of  the  commission  or  some  person  who  had  to  do  with  compiling  those 
statistics,  because  they  would  be  much  more  familiar  with  them.  I 
would  suggest  Mr.  Husband,  who  was  one  of  the  secretaries  of  the 
commission.    However,  if  you  wish  me  to  do  so,  I  will  get  them. 

The  Chairman.  That  information  ought  to  be  put  in  the  record  in 
eonnection  with  this  colloquy,  to  make  the  situation  complete. 

Mr.  Fitch.  I  will  have  to  send  that  to  you  from  New  York.  I  do 
not  have  it  here. 

The  Chairman.  Mr.  Fitch,  it  is  necessary  for  us  to  suspend  at  this 
time,  and  we  will  appreciate  it  very  much  if  you  will  appear  before 
us  to-morrow  morning  at  10  o'clock. 

The  committee  will  now  stand  adjourned  until  tomorrow  mominff 
at  10  o'clock.  ^ 

Thereupon,  at  12.45  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Saturday,  February  3, 1912,  at  10  a.  m. 
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presiding. 

STATEMENT  OF  MR.  JOHN  A.  FITCH— Continued. 

The  Chairman.  You  may  proceed,  Mr.  Fitch.  Mr.  Young  was 
questioning  you,  I  believe. 

Mr.  Young.  I  was  very  nearly  through,  Mr.  Chairman.  Mr.  Fitch, 
I  understand  you  have  been  engaged  in  a  magazine  called  "  The 
Survey"? 

Mr.  Fitch.  Yes. 

Mr.  Young.  And  the  work  which  you  have  done  in  examining 
into  labor  conditions  has  been  done  mainly  for  the  Survey  ? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Is  that  a  periodical  published  at  regular  intervals  ? 

Mr.  Fitch.  It  is  a  weekly  periodical ;  yes. 

Mr.  Young.  You  stated  that  it  was  not  published  for  gain.  Who 
are  its  owners? 

Mr.  Fitch.  I  suppose  really  it  is  owned  by  the  Charity  Organiza- 
tion Society  of  the  city  of  New  York.  I  am  not  definitely  informed 
as  to  that.  It  is  published  under  the  auspices  of  a  committee  known 
as  the  charities  publication  committee,  and  this  committee  includes 
men  and  women  in  different  parts  of  the  United  States;  for  ex- 
ample, there  is  a  representative  in  Boston,  another  in  Chicago,  an- 
other in  San  Francisco,  and  another  in  Washington,  although  the 
majority  of  them  live  in  New  York,  and  most  of  them  are  connected 
with  the  Charity  Organization  Society  of  the  city  of  New  York. 

Mr.  Young.  Is  it  an  imcorporated  organization,  or  merely  vol- 
untary ? 

Mr.  Fitch.  The  Charity  Organization  Society  is  incorporated.  I 
do  not  believe  that  the  charities  publication  committee  is,  though  it 
may  be. 

Mr.  Young.  Does  this  magazine  deal  with  other  questions  than 
labor  conditions? 

Mr.  Fitch.  Yes,  sir. 

Mr.  Young.  With  what? 

Mr.  Fitch.  It  intends  to  cover  the  whole  social  problem,  as  far 
as  that  may  be.     It  is  a  sociological  magazine. 

Mr.  Young.  Sociology  is  a  pretty  broad  term.  It  might  include 
pretty  nearly  everything. 

Mr.  Fitch.  The  Survey  includes  a  pretty  broad  field. 

Mr.  Young.  How  is  supported?  Is  it  sold  in  the  market,  or  is  it 
supported  bv  voluntary  contributions  ? 
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Mr.  Fitch.  It  is  not  sold  on  the  news  stands.  An  effort  is  made 
to  get  as  many  people  to  subscribe  for  it  as  will,  -f  f.^er  tliat  we 
have  a  list  of  several  hundred  people,  whom  we  call  c«operating 
subscribers,"  who  pay  $10  each  year.  After  that,  we  have  a  large 
list  of  contHbutorsfwho  give  various  sums  for  carrying  on  the  maga- 
zine, from  $5  up  to  a  thousand  dollars.  If  you  would  like  to  have 
it,  I  can  send  you  the  last  report  of  the  publication  committee,  show- 
ing? exactly  all  those  things.  ,      .     •        x 

Mr.  Young.  I  would  hke  that;  but  I  was  only  trying  to  get 
ueneral  knowledge  as  to  what  this  was.  I  am  not  familiar  with  it. 
'^  The  Chaieman.  Who  is  the  treasurer  of  this  organization  ? 

Mr.  Fitch.  J.  Pierpont  Morgan. 

The  Chairman.  Then  it  is  all  right. 

Mr.  Young.  Not  necessarily. 

Mr.  Fitch.  Mr.  Morgan  is  treasurer  of  the  Charity  Organization 
Society — not  of  the  fund  which  maintains  The  Survey. 

Mr.  Young.  That  is  all. 

The  Chairman.  I  am  anxious,  Mr.  Fitch,  to  get  a  statement  of  the 
conditions  prevailing  in  the  steel  industry  of  the  country  that  you 
have  seen  at  first  hand,  with  your  own  eyes. 

Mr.  Brandeis  has  quoted  you  very  fully.  Have  you  read  his  testi- 
mony ? 

Mr.  Fitch.  I  have  read  a  part  of  it. 

The  Chairman.  Have  you  read  the  first  day  of  his  testimony  be- 
fore this  committee? 

Mr.  Fitch.  I  do  not  think  I  have  read  the  first  day's  testimony. 

The  Chairman.  What  part  of  it  have  you  read  ? 

Mr.  Fitch.  I  have  read  a  part  of  his  testimony  where  he  discussed 
hours  and  wages.     I  do  not  know  what  day  it  was. 

The  Chairman.  On  that  question  of  hours  and  wages  he  quotes 
you  very  voluminously. 

Mr.  Young.  On  the  question  of  hours  and  wages  he  quotes,  mostly, 
the  report  of  the  Commissioner  of  Labor,  does  he  not? 

The  Chairman.  In  so  far  as  he  quotes  you  there,  Mr.  Fitch,  was 
this  report  made  by  you  from  your  personal  observation  ? 

Mr.  Fitch.  From  my  personal  observation ;  yes,  sir. 

The  Chairman.  And  Mr.  Brandeis  quotes  you  correctly  in  that 
connection  ? 

Mr.  Young.  Is  not  that  a  pretty  wholesale  way  of  getting  at  it, 
Mr.  Chairman?  We  have  here  the  witness  who  really  knows  the 
conditions. 

The  Chairman.  I  want  to  ask  about  Mr.  Brandeis's  testimony,  so 
far  as  you  have  read  it,  Mr.  Fitch. 

Mr.  Fitch.  ^Vherever  I  have  read  it,  he  has  quoted  me  absolutely 
correctly. 

Mr.  Reed.  That  is,  where  you  have  read  it? 

Mr.  FiTCH.  In  so  far  as  I  have  read  his  testimony,  yes. 

'Sir.  Young.  Of  course  Mr.  Brandeis's  statement  was  hardly  testi- 
mony at  all.    It  was  an  argument. 

The  Chairman.  I  understand  that.  That  is  exactly  what  I  want 
to  find  out.  Mr.  Brandeis  based  his  facts  upon  the  report  of  the  Com- 
missioner of  Labor — upon  Mr.  Neill's  report — and  upon  your  book 
and  other  statements  for  which  he  gave  you  as  authority.  I  want  to 
know,  first,  if  those  facts  listed  by  you  were  the  result  of  your  i)<>r- 
vonal  observation;  secondly,  if  Mr.  Brandeis  quoted  you  correctly 
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Mr.  Reed.  The  witness  says  he  has  not  read  all  of  Mr.  Brandeis's 
testimony,  Mr.  Chairman. 

The  Chairman.  So  far  as  he  has  read  it,  he  says  that  is  true,  as 
T  understand. 

Mr.  Fitch,  have  you  gone  into  the  homes  of  these  workmen — I 
would  hardly  call  them  homes,  perhaps,  but  their  abodes  ? 

Mr.  Fitch.  Yes. 

The  Chairman.  Just  explain  to  the  committee  the  manner  of  their 
living. 

Mr.  Fitch.  The  highly  skilled  American  workman  in  the  steel- 
mill  towns  lives  very  comfortably,  indeed.  I  have  been  in  a  good 
many  of  their  homes  and  have  talked  with  a  good  many  of  them  in 
their  homes — such  men  as  rollers  and  heaters,  who,  in  the  Pittsburgh 
district,  draw  from  $4  to  $6  and  in  some  cases  $8  a  day,  and  I  find 
they  live  very  well. 

I  found  in  all  cases,  in  spite  of  their  present  surroundings,  a  feel- 
ing of  deep  discontent  because  they  had  so  little  time  to  enjoy  those 
things,  because  they  had  so  little  time  with  their  children  or  with 
their  books,  where  they  had  them,  or  to  enjoy  the  use  of  their  pianos, 
etc. 

The  unskilled  laborers,  who  constitute  the  great  bulk  of  the  in- 
dustry— over  60  per  cent^are  the  men  who  receive  the  rate  of  IT-i 
cents  an  hour  in  the  Pittsburgh  district. 

I  have  heen  in  their  homes  to  some  extent. 

In  most  cases,  judging  merely  from  my  observation,  I  should  say 
that  a  majority  of  these  men  are  living  as  single  men ;  that  they  are 
living  at  boarding  houses ;  and  the  congestion  is  something  very  bad 
in  those  districts. 

Mr.  YoTJNG.  About  what  is  their  age,  should  you  say?  Did  you 
notice  that  especially? 

Mr.  Fitch.  The  great  bulk  of  them  I  should  say  average  30  years 
of  age.    Perhaps  I  had  better  say  between  20  and  35  years  of  age. 

Mr.  Young.  They  are  quite  young  men,  then,  on  the  average? 

Mr.  Fitch.  Yes;  men  in  the  prime  of  their  strength.  I  have 
been  in  those  houses  where  the  beds  stood  in  the  bedrooms  about 
as  thick  as  they  could  be  and  leave  space  to  walk  between  them.  I 
have  found  men  sleeping  in  the  beds  in.  the  daytime,  and  have  been 
told  that  other  men  slept  in  the  same  beds  at  night.  I  have  been  in 
a  good  many  of  those  houses  where  there  was  only  one  room  in  the 
house,  where  there  were  no  beds,  and  that  was  the  kitchen  and 
dining  room,  and  in  some  places  I  have  found  cases  where  even 
the  kitchen  and  dining  room  had  to  make  way  for  the  bed  for  the 
head  of  the  house. 

Mr.  Young.  It  is  a  fact,  is  it  not,  Mr.  Fitch,  that  people  who 
live  under  those  conditions  live  at  a  cost  of  a  few  cents  a  day? 

Mr.  Fitch.  I  think  they  must. 

Mr.  Eeed.  And  apply  their  money  to  other  purposes  than  sub- 
sistence?   They  either  ship  it  abroad  or  else  save  it? 

Mr.  Fitch.  I  do  not  think  that  they  have  a  very  large  amount  to 
ship  abroad.  I  know  that  they  do  send  some  money  abroad.  Many 
of  them  are  men  who  are  supporting  families  in  Europe. 

The  Chaieman.  What  are  the  conditions  of  those  beds?  What 
sort  of  beds  are  they?  While  the  beds  are  crowded  are  they  not 
clean,  white,  presentable,  and  are  not  the  rooms  well  ventilated? 
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Mr.  Pitch.  J  hev  are  usually  in  a  wretched  condition.  The  beds 
^re  tLsuallv  without  linen.  fr^uentJy  nothing'  but  an  old  mattress 
with  a  few  quilts  in  a  heap  on  top.  I  have  been  in  some  few  places 
where  there  was  liner-.  UBuaUy  unwashed  for  quite  a  period  of  time. 

Mr.  Eeed.  Mr.  Chairman,  are  we  not  trenching  on  the  privilege^ 
of  this  proposed  committee  to  investigate  the  cost  of  living?  It 
seems  to  me  this  is  a  little  remote. 

The  Chaibmax.  It  is  verv  interesting. 

'Six.  Reed.  It  i-  ver\-  interesting  indeed,  but  a  little  remote,  I 
.suggest. 

The  Chaibmax.  vVhy  do  they  not  clean  these  beds  when  the  men 
get  up  and  leave  them;  Does  not  the  man  have  12  hours'  work 
before  he  comes  back,  thus  allowing  time  enough  to  arrange  these 
rooms  ?  How  do  you  account  for  that  revolting  condition  which  you 
have  described? 

ilr.  Fitch.  It  is  due  to  several  things,  I  think,  Mr.  Chairman. 
It  is  partly  due  to  the  fact  that  there  is  another  group  of  men  coming 
in  to  sleep  on  the  same  beds,  so  that  there  is  not  12  hours'  time  in 
which  to  clean  the  rooms:  perhaps  only  a  very  brief  space  of  time. 

It  is  due.  again,  to  the  fact  that  these  foreign  workmen,  many 
of  them,  have  come  from  country  towns  or  farms  in  Europe,  and 
they  do  not  understand  anything  about  the  hygienic  necessities  of 
cleanliness,  specially  in  a  congested  district. 

It  is  due,  again,  to  the  fact  that  the  one  woman  who  usually  has 
charge  of  one  of  these  boarding  houses  is  desperately  overworked 
in  taking  care  of  the  large  munber  of  men  who  occupy  her  rooms, 
-o  that  it  Vjecomes  practically  an  imTJOSsibility  for  her  to  keep  her 
house  well,  even  if  she  was  desirous  of  doing  so. 

I  have  been  in  houses  similar  to  that,  however,  where  everything 
was  scrupulously  clean. 

ily  observation  leads  me  to  believe  that  if  a  little  opportunity'  be 
afforded  these  people,  or  if  an  example  be  set  for  a  time  in  their 
midst,  that  they  desire  cleanliness,  and  will  have  it. 

Mr.  YorxG.  Do  you  know  what  they  pay  for  such  boarding  and 
lodging  as  you  have  described? 

Mr.  Fitch.  I  would  not  want  to  say  anything  as  to  that.  It 
would  be  merely  a  gue-s  on  my  part,  and  worth  very  little. 

Mr.  Beed.  It  is  about  10  center  a  day.  is  it  not? 

IVIr.  Fitch.  I  have  no  idea. 

Mr.  Steelixg.  How  much  ? 

Mr.  Beed.  Ten  cents  a  day. 

Mr.  Fitch.  Per  man  ? 

Mr.  Beed.  Per  man. 

Mr.  Stzelixg.  Not  for  meals,  too  ? 

Mr.  Beed.  Including  everything  but  his  supper,  I  understand? 

Mr.  Stzelixg.  Ten  cents  a  day  ? 

Mr.  Beed,  Yes:  I  understand  so.     I  am  not  te&tifving,  r,{  course. 

The  Chaiemax.  How  many  American  citizens  did  you  find  sleep- 
ing in  beds  that  were  filthy,  without  linen,  crowded  into  single 
room-s,  occupied  by  other  tenants  the  moment  they  left  ?  How  many 
American  citizens  did  you  find  li^Tiig  in  that  sort  of  squalor  and 
practicing  that  sort  of  economy? 

Mr.  YorxG.  Do  you  mean  American  citizen-,  or  American-born 
citizens? 
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'llic,  CuAiKMAN.  KitiiiT.  Either  I'oi'cif^iiei'.s  who,  like  tin;  Finns 
iiad  (Jermiui.'-;  conic  lierc,  to  become  AnKiriciiii  cK-izenn,  or  men  lioin 
under  the  tluf?;  1  do  not  malto  much  distinction  hctwec^n  Ihem'^ 

Mr.  Fncii,  T  do  not  think  I  have  (svei'  found  an  Amisi'ican-boin 
citizen  living  under  tiio.se  conditions,  Mr.  Chairman.  I  have  no 
knowledge  as  (o  iiow  nuiny  of  the  men  may  have  heiui  nnluralizcd 
citizenK. 

The  CiiAiBMAN.  Did  you  find  any  Irishmen,  Oermans,  oi'  Swedes, 
or  Finns,  or  Norwegians  living  inuU'v  (hose  conditions '< 

Mr.  Fitch.  No. 

The  ('iiAUiMAN.  Who  are  these  creatures?  Whei'C  Ao  they  come 
from  '< 

Mr.  Fnoii.  Theie  are  mostly  what  the  Imndgration  Comiidssion 
calls  men  oi'  the  newer  immigration;  men  from  southern  Furope, 
IVom  Italy,  and  Auslria-IIiingary. 

Mr.    HAitTMori'.  Syrians,  Poles,  Rounuinians,  and    Kalians? 

Mr.  FiTOH.  Yes. 

Mr.  YoiJNo.  Do  tliey  include  many  Syrians  and  Asiatics'^ 

Mr.  Frrcii,  There  ai'e  some  Syrians  engaged  in  the  iron  and  sleel 
industry.     I  think  (ho  propoitlon  is  rather  low,  however. 

Mr.  Yor'NO.  You  .say  these  men  live  as  single  men.  Have  fiiey 
TannlieH?  Do  nuiny  or  tiiem  have  families?  If  so,  wherc^  are  tlicir 
families? 

Mr.  FiToji.  In  Furope.  'I'here  are  men  with  families  living  in 
Europe.  'J'here  are  many  foi'eign  immigrants  who  have  been  able 
to  get  their  own  homes,  and  who  live  independently  as  families,  even 
without  boardeis.  My  ol)servation,  however,  would  lead  me  to  be- 
lieve that:  a  majority  of  (hem  aic,  living  as  boarders,  and  (ha(  a  ma- 
jority, or  at  least  a  vci-y  largo  number  of  thos(!  whose  families  are  liv- 
mg  m  this  couidry  are  maintaining  boarding  houses,  and  (aking  in 
other  single  men  as  boarders. 

The  CiiAiiiiMAN.  Among  the  men  I'cceiving  (his  17J  cents  a  day 
wage,  did  you  find  any  laborcMs  wilh  families,  whose  wives  were  not 
also  engaged  in  sonl(^  gainful  occujiation,  such  as  wa.shing  for  other 
people,  or  making  othei'  people's  beds,  or  cooking  for  other  people,  or 
something  of  (hat  kind? 

Mr.  FiTdii.  1  never  nnide  any  deflnile  study  as  (o  that,  Mr.  Chair- 
man. 'Hiere  may  be  such  women,  who  are  not  working  for  outsiders; 
lad,  in  (In^  disti-ic(s  where  1  have  gone  in(o  their  houses,  I  should 
say  (hat  the  nios(  of  theju  are  taking  in  boarders  or  doing  some  work. 

May  I  sngges(,  Mr.  Chaii'man,  (hat  Miss  Margaret  Byington,  of 
New  York,  is  a  lady  who  uuide  a  careful  study  of  the  very  thing 
about  which  you  are  asking  me,  in  the  town  of  Homestead,  and  she 
could  probably  answer  all  of  your  (luestions,  even  about  what  it  costs 
lhcs(i  mej)  to  live,  very  readily.  1  should  be  glad  if  you  would  ask 
lioj'  in  n^giird  to  those  things.     She  wrote  a  book  on  the  snbjec(. 

The  CiiAiiiMAN.  What  is  the  (itie  of  that  book? 

Mr.  Frroil.  Homestead. 

The  (^iiAiiiMAN.  I  believe  I  have  it. 

You  were  speaking  yesterday,  Mr.  Fitch,  in  talking  with  Mr. 
^'oung,  about  (ho  average  wage  paid  those  foreigners,  these  Poles, 
Bohemians,  Hungarians,  and  Italians,  and  it  was  suggested  that  you 
try  to  get  (hat  inforniadon  be(wecn  the  time  you  were  excused  yester- 
day and  (he  lime  you  began  your  testimony  to-day.  Have  you  that 
data? 
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Mr.  Fitch.  Yes.  I  mentioned  the  fact  yesterday  that  in  glancing 
hastily  through  the  abstract  of  the  report  of  the  Immigration  Com- 
mission on  "  Manufactures  and  mining,"  I  found  that  the  annual  in- 
come of  iron  and  steel  workers  was  lower  than  that  of  any  other  in- 
dustry Avhich  they  covered  in  their  investigation. 

I  have  brought  together  those  figures  now,  and  I  shall  have  to  cor- 
rect that  statement  m  one  instance.  I  find  that  in  the  woolen  and 
worsted  industry  the  average  annual  income  of  all  males  18  y«ars  of 
age  and  older  investigated  by  the  commission  was  $346.  That  was 
exactly  the  same  amount  that  was  found  for  the  iron  and  steel  in- 
dustry. 

The  average  annual  income  of  male  heads  of  families  in  the  woolen 
and  worsted  industry  was  $400,  as  against  $409  in  the  iron  and  steel 
industry.  In  all  of  the  other  industries  covered,  however,  the  annual 
income  was  higher  than  that  of  iron  and  steel. 

The  CHAiH:\rA>j.  What  industries  were  those? 

Mr.  Fitch.  Slaughtering  and  meat  packing,  bituminous  coal  min- 
ing, glass  manufacturing,  woolen  and  worsted,  silk  goods,  cotton 
goods,  clothing,  boots  and  shoes,  furniture,  collars  and  cuff  and  shirt 
manufacturing,  leather  tanning,  glove  manufacturing,  oil  refining, 
and  sugar  refining. 

Mr.  Eeed.  For  what  year  is  that  ? 

^Ir.  Fitch.  I  learned  yesterday  from  agents  of  the  commission 
that  these  figures  can  not  be  definitely  said  to  apply  to  any  one  year. 
The  investigation  began  in  the  fall  of  1908,  and  was  carried  through 
until  the  end  of  June,  1909.  It  was  very  broad  in  its  scope,  and  the 
agent  asked  each  head  of  a  family  from  whom  they  secured  definite 
information  what  his  income  had  been,  or,  rather,  I  suppose  they 
took  it  from  the  pay  roll  of  the  company ;  and  they  secured  the  an- 
nual income  for  the  last  year.  Some  of  tliese  incomes  would  be  for 
1907  and  1908,  some  of  them  for  1908  and  1909,  and  some  of  them 
would  be  all  in  1908.  But  part  of  them  being  before  the  panic  and 
part  of  them  being  after  the  panic  possibly  the  errors  balance  each 
other,  and  we  have  a  correct  statement. 

Mr.  Reed.  It  seems  unfortunate  that  they  should  have  picked  a 
period  of  such  great  depression  in  the  steel  business,  however. 

The  Chairman.  What  is  the  comparative  regularity  of  employ- 
ment in  the  steel  industry  and  other  industries? 

Mr.  Fitch.  Of  course,  this  low  rate  in  the  steel  industry  is  ex- 
plained only  on  the  basis  of  the  irregularity  of  employment. 

I  have  here  also  the  average  weekly  wage,  and  I  found  that  that 
of  iron  and  steel  is  higher  than  in  any  of  the  other  industries.  So 
that  if  the  men  had  worked  regularly  every  week  in  the  year  their 
incomes  would  have  been  much  larger  than  in  any  of  the  other  in- 
dustries. In  fact,  there  are  only  two  other  industries  that  approach 
iron  and  steel,  namely,  clothing,  with  a  weekly  wage  of  $13.30 ;  and 
oil  refining,  with  a  weekly  wage  of  $13.81 ;  as  against  iron  and  steel, 
with  a  weeldy  wage  of  $14.35. 

I  secured  a  table  from  the  Immigration  Commission  tending  to 
show 

Mr.  YorNG.  That  is  the  congressional  immigration  commission  to 
which  you  refer? 

Mr.  Fitch.  Yes.  It  tends  to  show  something  as  to  the  regularity 
of  employment,  first,  in  the  iron  and  steel  industry.  They  secured  in- 
formation here  from  4,550 
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The  Chaikman.  Before  you  go  into  that.  You  speak  of  the  weekly 
wage  in  the  steel  industry.  That  in  many  instances  includes  seven 
days  in  the  week.  Do  these  other  industries  work  six  or  seven  days 
in  the  week  ? 

Mr.  Fitch.  So  far  as  I  know  all  of  these  other  industries  are  six- 
day  industries.     Yes ;  I  think  all  of  them  are. 

They  secured  information  from  4,550  employees  in  the  iron  and 
steel  industry  and  20  per  cent  of  them  worked  the  full  12  months : 
44  per  cent  worked'  9  months  and  over ;  75  per  cent  worked  6  months 
or  over ;  which,  of  course,  leaves  25  per  cent  that  did  not  work  even 
G  months;  94.2  per  cent  worked  3  months  and  over,  leaving  only  6 
per  cent  who  did  not  work  as  much  as  3  months. 

Mr.  Young.  Will  you  not  make  those  tables  to  which  you  refer  a 
part  of  your  testimony,  so  that  we  may  have  them  in  connection  with 
your  statements? 

Mr.  Fitch.  Certainly. 

The  tables  referred  to  are  as  follows : 


Iron  and  steel 

Slauglitermg  and  meat  packing 

Bituminous  coal  mining 

Glass]|manufacturing 

Woolen  and  worsted 

SiUc  goods 

Cotton  goods 

Clothing 

Boots  and  shoes 

Furniture 

Collars  and  cuffs  and  shirt  manufactmring. . 

Iveather  tanning 

Glove  manufacturing 

Oil  refining 

Sugar  refining 


Average 
weekly 


S14. 35 


10.49 
12.60 
9.68 
13.30 
12.10 
11.67 
12.66 
10.64 
12.33 
13.81 
11.82 


annual  in- 
come, all 
males  18 
years  of 

age  or  older. 


Average 
annual  m- 
come,  male 
heads  of 
families. 


$409 
678 
461 
696 
400 
448 
470 
630 
573 
698 
662 
611 
6.50 
662 
549 


GRAND  TOTAL. 


Industry. 


Agricultural  implements  and  vehicles. . 

Cigars  and  tobacco 

Clotlilng 

Coal  mining,  anthracite 

Coal  mining,  bituminous 

Collars  and  cuffs 

Copper  mining  and  smelting 

Cotton  goods 

Furniture 

Glass. 


Gloves 

Iron  and  steel 

Iron-ore  mining. . 

Leather 

on  refining 

Shoes.. 


fllk  goods 
laughteiing  and  meat  packing. 

Sugar  refining 

Woolen  and  worsted  goods 

Diversified  manufactures 


Number 

reporting 

complete 

data. 


Total. 


164 

1,135 

1,011 

3,928 

263 

718 

2,037 

446 

794 

336 

4,550 

295 

805 

889 

1,162 

366 

1,447 

393 

767 

5,720 

27,909 


Per  cent  working — 


12         9  montlis 
months,     or  over. 


42.6 
73.2 
37.8 
9.0 
16.8 
63.5 
93.5 
42.9 
64.5 
53.8 
80..4 
20.0 
60.3 
38.6 
62.7 
29.9 
38.3 
54.7 
61.1 
37.3 
41.4 

37.1 


83.0 
90.9 
73.7 
76.1 
46.9 
92.8 
98.7 
79.1 
88.8 
77.7 
92.6 
44.1 
83.7 
65.2 
79.6 
64.1 
61.7 
80.1 
82.4 
67.0 
76.4 

67.6 


6  months 
or  over. 


94.1 
97.0 
■95.4 
96.4 
88.1 
97.3 
99.9 
92.3 
98.0 
90.8 
98.8 
75.0 
95.6 
87.1 
97.3 
90.9 
91.3 
96.8 
96.2 
89.8 
95.6 

90.5 


3  months 
or  over. 


98.0 
99.4 
98.9 
99.3 
99.0 
99.2 
99.9 
97.9 
99.3 
99.0 
100.0 
94.2 
99.3 
96.6 
99.4 
98.3 
98.1 
99.4 
99.2 
97.7 
98.9 

98.0 
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[Chapter  IV.— Working  conditions— Regularity  of  employment— The  inimigrant  and  organ- 
ized labor.      (Text  tables  62  to  67  andgeneral  table  19).] 


BEGtTLAEITY    OF    EMPLOYJIENT. 

The  table  next  presented  shows  the  months  worked  during  the  past  year  by 
males  of  the  households  studied  who  were  employed  away  from  home  and  who 
were  16  years  of  age  or  over.  The  exhibit  is  by  general  nativity  and  race  of 
individual. 

Table  Q2.— Months  tvorked  duri-ng  the  past  ijciir  by  males  16  years  of  age  or 
over  employed  away  from  home,  by  general  nativity  and  race  of  individnal — 
Study  of  households. 


I  This  table  includes  only  races  with  20  or  more  males  reporting. 

for  all  races.] 


The  totals,  however,  are 


Number 
reporting 
complete 

data. 

Per  cent  working— 

General  nativity  and  race  of  individual. 

12 
months. 

9  months 
or  over. 

6  months 
or  over. 

3  months 
or  over. 

Native  bom  of  native  father: 

White                                                          .     . 

171 
147 

30 
49 
94 
20 

20 

540 

398 

26 

55 

100 

146 

78 

81 

599 

90 

480 

529 

102 

87 

49 

182 

273 

50 

34.5 
49.0 

26.7 
14.3 
29.8 
20.0 

10.0 
6.7 
23.9 
30.8 
29.1 
16.3 
17.8 
26.9 
29.6 
16.7 
6.7 
17.1 
19.6 
20.6 
36.6 
26.5 
5.6 
22.3 
32.0 

60.2 
87.8 

60.0 
38.8 
60.0 
35.0 

35.0 
22.4 
47.2 
53.8 
67.3 
43.1 
41.1 
55.1 
56.8 
50.8 
34.4 
36.3 
38.8 
36.3 
54.0 
03.3 
17.0 
56.4 
58.0 

83.6 
96.2 

90.0 
71.4 
73.4 
80.0 

65.0 
72.2 
71.1 
80.8 
94.6 
77.6 
70.6 
80.8 
90.1 
86.6 
61.1 
61.3 
72.2 
63.7 
81.6 
86.7 
64.9 
80.2 
86.0 

97.1 

99.3 

Native  bom  of  foreign  father,  by  race  of  father: 

100.0 

Oermftn 

93.9 

Irish 

93.6 

Slovak 

95.0 

Foreign  bom: 

Bohemian  and  Moravian 

90.0 

94.3 

89.7 

English  ....                                                 

96.2 

100.0 

Op,nnn.n 

93.8 

Greek 

99.3 

Irish 

96.2 

Italian,  North 

98.8 

96.3 

Ma(\ednnia.n 

94.4 

Magyar 

Polish 

Roumanian 

Ruthenian 

Scotch 

Servian 

Slovak 

Slovenian 

91.7 
94.1 
86.3 
94.3 

100.0 
84.6 
90.3 

100.0 

4,660 

20.0 

44.1 

75.0 

94.2 

251 

569 

3,981 

25.1 
34.1 
18.0 

50.2 
62.9 
41.4 

78.5 
84.4 
73.7 

95.6 

Total  foreign  bom 

93  8 

The  foregoing  table  shows  4,550  persons  reporting  complete  data.  A  large 
jiroportion  of  this  number  report  as  having  worked  three  months  or  over,  while 
only  20  per  cent  report  as  having  worked  12  months. 

Mr.  Fitch.  The  first  table  which  I  quoted  was  one  which  I  made 
up  myself  from  the  abstract  here,  which  I  think  is  clear.  In  volume 
19 — I  have  only  the  galley  proof  here,  but  I  am  told  that  this  is 
volume  19,  chapter  4^-- — 

Mr.  Eeed.  Of  what? 

Mr.  Fitch.  Of  the  Immigration  Commission's  report;  there  are 
tables  comparing  different  industries  as  to  regularity  of  employment. 
I  find  in  this  table  are  included  the  manufacture  of  agricultural 
implements  and  vehicles,  cigars  and  tobacco,  clothing,  coal  mining — 
anthracite  coal  mining — bituminous,  collars  and  cuffs,  copper  mining 
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and  smelting,  cotton  goods,  furniture,  glass,  gloves,  iron  and  steel, 
iron -ore  mining,  leather,  oil  refining,  shoes,  silk  goods,  slaughtering 
and  meat  packing,  sugar  refining,  woolen  and  worsted  goods,  and 
diversified  manufactures — I  do  not  know  to  what  that  refers. 

Mr.  YotJNG.  Right  there,  Mr.  Fitch,  do  you  know  whether  this 
commission  made  any  investigation  as  to  whether  the  men  in  those 
employments— who  worked  only  a  portion  of  the  year — were  em- 
ployed in  some  other  industry  during  the  whole  or  part  of  the  re- 
maining time? 

Mr.  FiTCK.  I  do  not  know  whether  they  made  any  such  investiga- 
tion or  not. 

Mr.  Young.  What  made  me  ask  that  question  is  that  you  spoke  of 
iron  mining  on  the  Mesabi  Eange,  and  there  is  very  little  work  done 
there  in  the  winter,  but  most  of  those  men  drift  into  the  lumber 
camps,  or  something  of  that  kind,  and  then  come  back  in  the  spring 
to  the  iron  mining,  and  are,  therefore,  pretty  regularly  employed. 

I  speak  of  that  one  industry,  about  which  I  happen  to  know.  I 
was  anxious  to  know  if  there  was  anything  to  show  that  fact  in 
regard  to  the  other  industries  to  which  you  have  referred. 

Mr.  Fitch.  I  do  not  know.  It  was  suggested  yesterday  that  Mr. 
Husband,  secretary  of  this  commission,  be  called  to  answer  these 
questions  that  arise. 

I  am  told  by  Mr.  Husband  that  Mr.  W.  J.  Lauck  is  the  man  who 
conducted  the  field  investigation  and  knows  more  about  these  par- 
ticular things  than  does  Mr.  Husband.  I  earnestly  recommend  that 
you  ask  him  for  these  things. 

I  find  in  this  table  that  60  per  cent  of  all  the  employees  who  are 
engaged  in  the  iron-ore  mining  worked  12  months,  while  only  20 
per  cent  of  the  employees  in  iron  and  steel  manufacture  worked  12 
months.  And  of  all  of  the  industries  covered,  the  percentage  of  em- 
ployees working  12  months  is  lower  in  the  iron  and  steel  industry 
than  in  any  other,  with  the  exception  of  anthracite  and  bituminous 
coal  mining. 

The  Chairman.  You  were  speaking  yesterday,  Mr.  Fitch,  of  the 
sentiment  in  favor  of  the  organization  of  the  steel  workers  at  certain 
points.  What  is  the  sentiment  or  the  attitude  of  the  men,  skilled 
and  unskilled,  engaged  in  the  steel  industry  as  to  the  propriety  or 
advisability  of  working  as  organizations — making  their  bargains  col- 
lectively or  working  as  individuals? 

Mr.  Fitch.  The  information  that  I  have  on  that  comes  from  the 
skilled  men  or  the  semiskilled  men  exclusively- — or,  rather,  the  Eng- 
lish-speaking men,  because  it  is  very  unsatisfactory  for  one  who  does 
not  speak  their  languages  to  attempt  to  get  information  from  the 
Slavic  immigrants. 

Of  the  English-speaking  men,  practically  all  with  whom  I  have 
talked  believe  that  their  only  sure  defense  against  injustice  is  organ- 
ization. I  do  not  know  whether  the  immigrants  have  the  same  feel- 
ing or  not.  Where  the  immigrants  have  finally  been  moved  to  organ- 
ize, for  one  cause  or  another,  they  have  been  more  tenacious  "in  their 
hold  upon  their  right  to  organize  even  than  the  Americans,  as  was 
evidenced  in  the  strike  at  the  Pressed  Steel  Car  Co.'s  plant  at  Mc- 
Kees  Rocks  a  couple  of  years  ago — a  very  bitterly  contested  strike — 
and  the  employees  there  were  principally  of  this  class  of  foreigners. 
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I  should  like  to  say  a  word,  if  vou  do  not  mind,  Mr.  Chairman,  in 
general,  in  regard  to  what  I  conceive  the  situation  to  be  in  the  steel 
industry  with  respect  to  labor  organizations. 

The  Chairman.  Certainly. 

Mr.  Fitch.  I  am  not  here  holding  any  brief  for  a  labor  organiza- 
tion. I  have  no  connection  either  with  corporations  or  with  labor 
organizations.  I  can  conceive  of  a  situation  where  a  labor  organiza- 
tion would  be  a  very  dangerous  thing,  where  it  would  have  to  be  re- 
sisted by  the  public  in  order  that  the  public  may  have  its  own  righte, 
just  as  occasionally  a  corporate  organization  has  to  be  resisted  by 
the  public.  The  reason  for  that  is  that,  as  I  think  I  pointed  out 
yesterday,  each  side,  each  class,  is  working  for  exactly  the  same 
thing,  namely,  all  the  money  that  they  can  make  out  of  industry. 
It  is  not  a  vicious  thing  on  either  side.  It  sometimes  seems  to  be 
considered  a  more  wicked  thing  for  employees  to  attempt  to  form 
organizations  and  ask  for  high  wages  than  it  is  considered  for  a 
group  of  capitalists  to  get  together  to  form  an  organization. 

Mr.  Young.  I  do  not  think  you  will  find  anybody  on  this  com- 
mittee that  holds  any  such  idea  as  that,  Mr.  Fitch. 

Mr.  Fitch.  I  am  glad  to  know  that,  Mr.  Young. 

Mr.  Eeed.  There  seems  to  be  a  strong  sentiment  against  any  sucli 
action  on  the  part  of  employers,  Mr.  Fitch,  especially  in  the  steel 
industry. 

Mr.  Fitch.  I  had  not  heard  any  such  sentiment  as  that. 

]Mr.  Bartlett.  I  have  no  objection  to  a  union  of  employers  so 
long  as  they  do  not  violate  the  law  or  combine  for  purposes  which 
will  injuriously  affect  the  public,  so  far  as  I  am  concerned. 

Mr.  Fitch.  And  that  is  the  position  I  would  like  to  take  in  regard 
to  both  organizations. 

We  have  in  the  steel  industry  great  organizations  of  capital — a 
good  many  different  organizations— not  only  the  United  States  Steel 
Corporation,  but  a  good  many  other  very  strong  capitalistic  organ- 
izations. 

AVe  have  no  machinery  of  law  to  protect  the  workmen  nor  to  require 
of  the  employers  in  these  various  concerns  that  they  shall  pay  the 
Wdikmcn  a  fair  wp.gc,  and  that  they  give  them  a  fair  working  day; 
that  they  do  not  require  too  great  a  task.  The  only  defense  which 
tlic  employee  has  against  such  exactions,  and  against  a  wage  that 
will  make  it  impossible  for  him  to  live  according  to  American  stand- 
ards, is  his  own  power  to  bargain. 

If  he  must  bargain  as  an  individual,  his  power  is  practically  nil.  I 
might  just  as  well  bargain  for  the  purchase  of  the  New  York  Central 
Railroad.  I  could  talk  about  it  with  somebody,  but  I  could  not  buy  it. 
So  the  employees  can  talk  to  a  representative  of  the  United  States 
Steel  Corporation  about  his  wages,  but  as  an  individual  he  has  abso- 
lutely no'  bargaining  power. 

Under  the  conditions  that  prevail  in  this  country  there  is  no  power 
to  require  the  United  States  Steel  Corporation  to  be  fair  to  its  em- 
ployees other  than  the  willingness  of  the  corporation  to  be  fair,  or  the 
power  of  the  workmen  to  combine  and  tie  up  the  industry  through 
strikes,  if  the  employers  do  not  accede  to  their  requests. 

To  my  mind  that  is  a  very  unfortunate  state  of  affairs ;  a  very  un- 
fortunate state  of  affairs,  even  if  the  men  were  highly  organized,  so 
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that  they  could  make  demands.  I  think,  however,  that  that  would  be 
better,  than  to  leave  justice  to  the  will  of  the  employers  when,  as  I 
have  pointed  out  before,  the  employers  are  moved  all  the  time  by  a 
desire  for  high  dividends,  and  it  must  be  that  that  desire  for  high 
dividends  is  irreconcilably  opposed  to  the  desire  of  the  employee  for 
high  warges. 

Even  if  you  have  a  strong  organization  of  labor,  however,  and  a 
strong  organization  of  capital,  and  there  is  peace,  so  called,  in  the 
industry,  it  is  nothing  but  an  armed  truce;  because  neither  side  will 
want  to  make  any  very  great  aggression  for  fear  that  the  other  side 
will  injure  them. 

That  is  a  situation  that  we  abandoned  as  regards  conflicts  between 
individuals  a  great  many  years  ago — trial  by  battle.  Why  can  we  not 
fix,  as  a  public,  certain  minimum  standards  of  employment,  require 
certain  minimum  standards  and  conditions  of  decency,  and,  then,  if 
there  be  a  dispute  with  the  public,  having  seen  to  it  that  conditions  in 
the  first  place  approximate  justice,  we  will  have  a  right  to  have  some- 
thing to  say  about  that  dispute  ? 

The  Chairman.  You  are  in  favor  of  some  board  of  arbitration,  I 
suppose? 

Mr.  Fitch.  I  am  especially  in  favor,  Mr.  Chairman,  of  the  kind  of 
a  board  of  arbitration  which  investigates  and  makes  its  findings  pub- 
lic. I  think  the  Canadian  industrial  disputes  act  has  done  more  good 
ill  Canada  than  any  board  of  actual  arbitration  we  have  ever  had  in 
this  country,  because  it  investigates  disputes  and  makes  the  findings 
public.  Public  opinon,  then,  has  a  chance  to  operate,  and  if  anybody 
has  seriously  violated  the  rights  of  another,  the  general  public  is 
going  to  judge  pretty  rightly  with  regard  to  that. 

Mr.  YoTjNG.  This  commission  of  which  you  speak,  of  Canada,  has 
no  power  to  enforce  its  decisions  except  through  the  force  of  public 
opinion,  has  it? 

Mr.  Fitch.  None  whatever ;  and,  as  a  matter  of  fact,  the  force  of 
public  opinion  has  operated  so  strongly  in  Canada  that  many  dis- 
putes have  been  settled  simply  because  the  facts  have  been  placed 
before  the  public. 

In  New  York  State  there  was,  two  years  ago,  an  instance  of  the 
same  thing.  New  York  really  has  a  law  which  practically  gives 
them  the  same  power  that  the  Canadian  industrial  disputes  act  gives 
them  in  Canada,  but  it  has  been  very  seldom  called  into  operation. 
Two  years  ago  there  was  a  strike  in  the  paper  industry  which  tied 
up  the  paper-making  plants  largely  through  New  York  and  New 
England,  and  an  investigation  was  set  on  foot  by  the  New  York 
State  Bureau  of  Arbitration  with  the  intention  of  making  its  find- 
ings public.  They  held  about  three  public  hearings,  and  then  it  be- 
came possible  for  the  two  sides  to  get  together  and  settle  their  dif- 
ferences. It  had  been  absolutely  impossible  before  that.  The  strike 
was  brought  to  an  end  and  inconvenience  to  the  public  was  avoided, 
and  peace  came  to  that  industry  where,  if  the  facts  had  not  been  laid 
before  the  public,  the  strike  might  have  continued  indefinitely. 

The  Chairman.  I  should  like  to  ask  you  about  another  matter. 
I  do  not  mean  to  be  understood  as  having  in  my  own  mind  any  defi- 
nite plan  in  the  matter,  but  I  see  you  have  made  a  careful  investiga- 
tion of  this  question.    What  do  you  think  about  the  proposition. 
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not  SO  much  as  to  the  restriction  of  immigration  as  the  selection  in 
immigration,  a  policy  which  would  not  only  investigate  the  physical 
condition  of  the  immigrant^  but  his  nationality,  his  capacity  for 
labor,  his  intelligence,  his  skill  in  the  particular  character  of  em- 
ployment, the  object  of  his  coming,  and  his  destination  ? 

Mr.  Fitch.  I  have  not  any  well  worked  out  theory,  Mr.  Chairman, 
as  to  how  immigration  should  be  restricted.  I  feel  it  ought  to  be 
restricted  in  order  to  give  America — the  United  States — a  chance 
to  adjust  itself  from  time  to  time. 

The  Chairman.  This  thing  seems  strange  to  me:  Here  on  the 
Mesabi  Range,  away  up  at  the  western  point  of  the  Great  Lakes, 
100  miles  back  from  the  nearest  town  of  any  size,  in  a  bleak  climate, 

1  find  from  the  Bulletin  of  the  Bureau  of  Labor  No.  84,  September, 
1899,  a  reference  to  the  vast  numbers  of  immigrants  from  southern 
Europe — Croatians,  Bulgarians,  Bosnians,  Dalmatians,  Hungarians, 
Koreans,  Macedonians,  Magyars,  Montenegrins,  Roumanians,  Slavs, 
Slovaks,  and  what  not,  in  great  numbers,  the  great  majority  remain- 
ing in  this  country  but  for  a  brief  period.  For  instance,  out  of  about 
1,200  or  1,500  Croatians  only  59  remained  in  this  country  over  10 
years,  and  the  same  is  true  of  Bulgarians;  some  several  hundred  of 
them  came  over  here,  and  only  one  remained  over  10  years.  Of  the 
Slavs  vast  numbers  came  over  and  only  a  few  remained. 

I  note  this  statement: 

Of  the  12,118  employees— 

This  is  of  the  Oliver  Iron  Mining  Co.  alone — 

of  this  eompauy,  in  1907,  only  1,879  were  native  born,  those  of  foreign  birth 
being  84.4  per  cent  of  the  total  number  employed.  Almost  half  of  the  foreiKii 
born,  49.3  per  cent,  had  not  resided  in  the  Ignited  States  over  two  years. 

And  the  vast  majority  of  them  returned. 

I  find  that  263  Finnish  immigrants  remained  one  year;  216  re- 
mained over  10  years. 
Of  the  English,  there  were  only  9  that  left  at  the  end  of  one  year ; 

2  that  left  at  the  end  of  6  years ;  only  2  that  left  at  the  end  of  7  years, 
and  114  that  remained  over  10  years. 

Mr.  Young.  When  you  say  "  remained,"  you  mean  that  remained 
in  this  country? 

The  Chairman.  Yes. 

There  seems  to  be  a  vast  influx  into  that  region,  and  these  new 
immigrants,  Slavs,  Bohemians,  Montenegrins,  that  come  and  remain 
but  for  a  brief  period  and  return:  how  do  you  account  for  it,  Mr. 
Fitch? 

Mr.  Fitch.  I  think  they  are  trying  to  better  their  condition  in 
Europe  by  availing  themselves,  for  a  brief  time,  of  a  wage  which  is 
much  higher  than  they  can  secure  there,  and  of  Which  they  can  save 
a  considerable  proportion  by  living  in  the  manner  that  I  have  de- 
scribed. I  do  not  know  how  they  live  on  the  Missabe  Range,  but  the 
same  thing  is  taking  place  in  the  iron  and  steel  manufacturing  cen- 
ters. These  foreigners  are  coming  over  and  trying  to  save  a  lot  of 
money  and  trying  to  spend  as  little  as  possible'  while  they  are  here, 
and  many  of  them  with  the  intention  of  going  back  after  a  few 
years. 

The  Chairman.  Have  you  any  idea  how  they  are  secured  ?  These 
are  ignorant  men.     They  can  hardly  read  and  write  their  own  Ian- 
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guage,  a  great  many  of  them ;  they  are  young ;  there  is  a  law  against 
contract  labor;  how  is  it  that  this  vast  army,  12,000  strong,  sweeps 
in  and  out  of  our  country,  practically  without  restraint?  Do. they 
come  of  their  own  Avill?  Is  there  no  influence  inducing  them  to 
come  and  bringing  them  here,  either  by  contract  or  promise  of  em- 
ployment, before  they  leave  their  own  country?  Have  you  investi- 
gated that? 

Mr.  Fitch.  I  have  not  investigated  it,  Mr.  Chairman.  I  have 
made  some  inquiry  of  the  Immigration  Commission,  from  which  I 
have  quoted,  and  they  investigated  that  to  a  considerable  extent. 
My  impression  is,  although  I  can  not  cite  the  page  or  volume,  that 
they  came  to  the  country — that  the  vast  majority  of  these  foreign 
workmen  came — because  some  one  of  their  village  has  gone  be- 
fore, and  word  goes  back  of  a  man  getting  $2  a  day,  which  is  afflu- 
ence, and  the  little  farmers  and  farm  laborers  want  to  follow  and 
participate  in  these  riches  that  can  be  picked  up  so  easily. 

Then,  I  have  no  doubt  the  steamship  companies  have  a  great  deal 
to  do  with  large  numbers  of  them  coming,  through  advertising,  and 
one  way  and  another,  but  I  have  not  yet  heard  anyone  who  hajs 
made  an  investigation  of  the  question  express  an  opinion  that  they 
know  of  very  much  violation  in  the  contract-labor  law  in  bringing 
these  men  to  this  country. 

Mr.  Baetlett.  Have  you  anything  which  would  lead  you  to  con- 
clude that  the  steel  manufacturers,  or  the  steel  corporations,  seek 
this  kind  of  labor  and  induce  it  to  come — I  do  not  mean  that  they 
make  contracts,  but  whether  they  hold  out  any  inducements,  and 
whether  they  would  like  to  have  or  prefer  this  kind  of  labor? 

Mr.  Fitch.  I  think  they  are  glad  to  have  it.  I  do  net  believe, 
however,  that  the  Steel  Corporation  or  any  other  steel  company  has 
to  encourage  these  men  to  come.  I  think  they  are  coming  without 
any  encouragement  of  that  sort  in  the  manner  that  I  describe.. 

These  letters  going  back  to  the  old  countries  and  these  remittances 
going  back  from  time  to  time  have  a  wonderful  influence. 

I  have  reason  to  believe  that  this  class  of  labor  is  desired  by  the 
Steel  Corporation  for  a  number  of  reasons. 

Mr.  Baetlett.  Just  there.  Do  they  make  any  earnest  effort  to 
secure  American  labor  in  preference  to  this  kind  of  labor?  Do  you 
know  anything  about  that? 

Mr.  Fitch.  I  could  not  find  when  I  was  in  the  Pittsburgh  district 
that  they  did.  I  was  rather  puzzled  by  the  fact  that  the  foremen  in 
the  steel  mills  always  expressed  the  opinion  to  me  that  they  would 
prefer  American  labor — the  foremen  who  hired  their  own  labor. 
They  always  stated  that  as  their  own  opinion,  and  yet  I  never  could 
find  that  they  make  any  effort  to  secure  American  labor.  The  state- 
ment was  frequently  made  that  it  could  not  be  secured  even  if  they 
did  try.  Probably  there  is  a  good  deal  in  that.  Yet  it  seemed  to 
me  that  greater  efforts  could  have  been  made. 

Mr.  Baetlett.  I  noticed  in  this  book  of  yours  that  you  have  pub- 
lished here  an  advertisement  from  a  newspaper,  the  Pittsburgh 
Gazette,  on  July  15,  1909.  during  the  strike  at  the  tin  mills,  in  which 
it  was  published  that  Syrians,  Poles,  and  Eoumanians "  were 
preferred. 

Did  you  know  anything  about  that?    Did  you  see  that? 
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Mr.  Fitch.  I  saw  that  ad  in  a  Pittsburgh  paper,  and  it  struck  me 
as  so  significant  that  it  ought  to  be  preserved.  That  was  why  1  did 
it.  I  do  not  know  of  the  connection  between  any  steel  company  and 
the  labor  agency  that  seems  to  be  responsible  for  that  ad.  However, 
there  was  a  strike  at  that  time  in  the  sheet  and  tin  mills  of  the  United 
States  Steel  Corporation,  and  the  ad  called  for  men  to  work  m  open 
sheet  and  tin  mills,  which  also  struck  me  as  rather  significant. 

Mr.  Eeed.  If  the  Chairman  will  pardon  me,  I  would  like  to  ask 
this:  Did  you  construe  that  advertisement  to  mean  that  these  three 
nationalities  were  preferred  to  Americans,  or  that  they  were  preferred 
to  other  classes  of  foreigners? 

Mr.  Fitch.  I  took  it  for  just  what  it  was  worth.  It  says  those 
three  nationalities  preferred.  There  was  nothing  said  about  their 
being  preferred  to  any  other  nationality. 

Mr.  Bartlett.  Has  the  employment  of  this  influx  of  foreign  labor- 
ers had  the  tendency  to  drive  out  the  American  labor  and  make 
them  seek  employment  elsewhere,  in  other  fields? 

Mr.  Fitch.  I  do  not  think  that  can  be  shown.  There  have  been 
waves  of  immigration  to  this  country,  and  native-born  Americans  a 
long  time  ago  stopped  doing  common  laborers'  work.  Fifteen  years 
ago 'the  Irish  were  laying  the  railroads  and  digging  the  ditches,  and 
so  on.  The  Irish  are  a  very  aggressive  and  energetic  group  of  men, 
and  they  have  worked  up  to  better  jobs,  as  a  rule.  In  the  blast  fur- 
naces, for  example,  20  years  ago  the  blast  furnaces  were  manned  by 
the  Irish.  I  talked  with  a  number  of  Irish  foremen,  who  still  linger 
on  at  the  blast  furnaces,  and  they  told  me  that  their  friends  who 
had  formerly  worked  with  them  in  the  industry  had  been  able  to  get 
better  work  to  do.  As  one  of  the  foremen  put  it  to  me,  the  Irish 
do  not  have  to  work  12  hours  a  day  and  7  days  a  week  and  they  will 
not  do  it. 

^Ir.  Bartlett.  Is  that  one  of  the  causes  which  has  made  the  Irish 
and  the  Americans  give  up  this  work — the  12-hour  day  and  the  Sun- 
day work?     Is  that  one  of  the  reasons? 

Mr.  Fitch.  I  think  undoubtedly  that  is  one  of  the  reasons  for 
their  leaving. 

Mr.  Bartlett.  The  foreigner  does  not  object  to  12  hours  nor  to 
the  Sunday  work  if  he  gets  pay  for  it  ? 

Mr.  Fitch.  The  foreigners  perhaps  even  prefer  that,  because,  as 
has  been  pointed  out  in  many  instances,  they  are  here  to  get  a 
"stake,"  as  they  put  it;  and  they  want  to  get  it  just  as  quickly  as 
they  can:  just  as  the  miner  who  goes  to  Alaska  for  gold  will  subject 
himself  to  almost  any  hardship  for  a  brief  period  of  time  to  get  his 
rule  quick  and  come  back  to  civilization.  So  the  foreigner,  who 
really  has  very  much  more  respect  for  himself  than  the  casual  ob- 
server would  think  from  the  way  in  which  he  lives,  is  a  pioneer  in 
the  same  sense  that  the  miner  in  Alaska  is. 

Mr.  Bartlett.  He  is  a  sort  of  migratory  immigrant,  is  he? 

Mr.  Fitch.  Yes. 

Mr.  Bartlett.  With  no  intention  of  becoming  a  permanent  i-esi- 
dent  or  citizen? 

Mr.  Fitch.  After  being  here  a  few  years  many  of  them  change 
their  minds  and  decide  that  they  do  want  to  become  permanent  resi- 
dents and  citizens  of  this  country. 
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The  Chairman.  What  races  are  those  that  abide  with  us  and  what 
races  do  not  ? 

Mr.  Fitch.  I  do  not  think  I  could  give  any  information  on  that 
at  all.  I  think  the  Immigration  Commission  report  will  give  a  great 
deal  on  that,  however. 

Mr.  Reed.  Do  not  a  great  many  of  them  go  back  to  their  native 
country  and  return  again  to  America  ? 

Mr.  Fitch.  Yes.  I  was  just  going  to  point  that  out.  A  great 
many  who  come  for  the  purpose  of  getting  a  "  stake  "  and  going 
back,  after  having  lived  in  Europe  again  for  a  little  while,  find  that 
it  is  not  as  satisfactory  to  them  as  they  thought  it  would  be,  and  they 
come  back  here  again. 

Mr.  Baetlett.  Perhaps  the  "  stake  "  gives  out. 

Mr.  Fitch.  Perhaps.  A  great  many  of  them  come  back,  then, 
with  the  intention  of  becoming  permanent  residents  and  possibly 
citizens. 

Mr.  Baetlett.  Do  you  think  a  requirement  as  to  education  would 
lessen  the  tide  of  immigration? 

Mr.  Fitch.  Yes;  it  would  have  that  effect,  I  think.. 

Mr.  Baetlett.  What  extent  of  education  would  you  think  would 
be  required  to  lessen  it  perceptibly  ? 

Mr.  Fitch.  As  I  say,  I  have  not  worked  out  any  theory  on  that. 
I  would  rather  not  go  into  that  verj  far.  I  think,  however,  that  you 
would  not  have  to  make  your  requirement  very  high  in  order  to  ex- 
clude a  great  many  of  them.    I  will  say  that. 

Mr.  Baetlett.  Have  you  any  information  at  hand,  from  any  in- 
vestigation you  have  made  in  Pittsburgh,  as  to  how  many  of  those 
foreigners  who  were  there  were  illiterate  ? 

Mr.  Fitch.  No,  sir;  I  have  no  information  as  to  that  at  all.  I 
have  some  information  as  to  the  number  of  them  that  speak  English, 
which,  I  think,  I  gave  you  yesterday. 

Mr.  Baetlett.  Yes.  You  have  no  statistics  to  show  what  portion 
of  them  are  illiterate  ? 

Mr.  Fitch.  No,  sir. 

The  Chaieman.  Do  men  of  family,  men  with  children,  men  who 
have  the  desire  or  disposition  to  spend  one  day  in  the  week,  or  a  part 
of  it,  in  their  spiritual  betterment,  either  for  themselves  or  for  their 
children,  have  any  inducement  with  so  little  a  wage  as  17^  cents  an 
hour  to  continue  in  this  seven-day  employment  ? 

Mr.  Fitch.  Mr.  Chairman,  a  great  majority  of  these  men  are  very 
religious  men.  I  do  not  know,  but  I  judge  a  very  high  proportion 
of  them  are  communicants  in  various  churches,  largely  Greek  and 
Eoman  Catholic.  These  men  do  attend  church  services,  undergoing 
frequently  great  hardship  to  do  it,  getting  up  very  early  Sunday 
morning  and  attending  early  mass  and  after  that  going  to  their  12- 
hour  labor,  and  sometimes  to  their  24  hours'  continuous  labor,  after 
attending  early  mass.  That  is  a  factor  which  I  think  we  need  to  take 
into  consideration.  Are  we,  by  a  seven  days'  schedule,  by  an  industry 
which  operates  on  the  Sabbath,  to  eliminate  that  religious  element, 
which  is  a  very  important  element  among  the  immigrants  who  are 
coming  to  America  ? 

I  was  very  much  impressed  last  winter  in  meeting  a  veiy  high- 
grade  Slovak,  who  has  lived  in  this  country  for  12  years,  who  had  a 
17042— No.  43—12 2 
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very  neat  and  well-kept  home,  and  who  was  a  self-respecting,  intelli- 
gent appearing  man,  who  told  me  that,  after  12  years  here,  he  was 
preparing  to  go  back  to  his  native  country,  not  because  he  was  not 
able  to  make  a  living  in  this  country,  not  because  he  had  intended  to 
go  back  when  he  came,  but  because  he  was  determined  that  his  chil- 
dren would  not  have  to  work  seven  days  a  week  and  should  have  an 
opportunity  to  worship  God. 

The  Chair jiAN.  Where  do  the  children  of  these  men  live?  What 
becomes  of  them  where  they  are  in  densely  crowded  places  and 
where  the  head  of  the  family  works  12  hours  a  day?  Who  looks 
after  them  ?  Did  you  make  any  investigation  into  that  condition  of 
affairs  ? 

Mr.  Fitch.  Not  particularly.  Where  there  are  children  in  these 
congested  districts,  they  are  living  also  in  these  houses  where  board- 
ers are  occupying  the  rooms  in  the  manner  I  have  described.  They 
necessarily  play  in  the  streets  and  looked  after  very  little,  I  should, 
imagine. 

I  want  to  say,  however,  that  a  very  hopeful  element  in  the  situation 
lies  right  there — that  those  children  attending  American  schools  and 
becoming  acquainted  with  American  standards,  are  very  much  su- 
perior to  their  parents,  and  as  to  intelligence  generally  compare  very 
favorably  with  American-born  children.  They  have  higher  stand- 
ards than  their  parents  and  never  will  be  willing  to  live  in  the  way 
their  parents  live. 

The  Chaieman.  These  people  do  not  speak  the  same  language  as 
the  foremen  and  there  are  30  or  40  per  cent  of  them  who  do  not  speak 
the  English  language  at  all.    How  do  they  get  them  to  work? 

Mr.  Fitch.  There  is  rather  an  elaborate  sign  language  that  the 
foremen  use.  However,  the  tendency  is,  I  think,  to  get  as  foreman 
ef  a  labor  gang  an  immigrant  who  can  speak  English  or  to  have  one 
next  to  the  foreman  through  whom  he  can  communicate  orders  te 
the  rest  of  the  gang. 

The  Chairman.  What  is  he  called  ? 

Mr.  Fitch.  The  foreman  of  the  labor  gang  is  called  in  the  Pitts- 
burgh district  the  pusher. 

The  Chairman.  Who  does  he  push  ? 

Mr.  Fitch.  He  pushes  the  gang. 

The  Chairman.  Explain  how  that  is. 

Mr.  Fitch.  It  is  done  in  various  ways,  through  motions  and  pre- 
fanity. 

Mr.  Eeed.  Rolling-mill  English? 

Mr.  Fitch.  Yes.  The  effort  is  made  to  induce  the  gang  to  get  a 
move  on. 

The  Chairman.  Do  you  know  whether  this  condition  prevails  in 
other  countries?  Do  you  know  whether  this  condition  or  system  of 
espionage  to  discover  incipient  conspiracies  for  the  purpose  of  form- 
ing labor  organizations,  and  this  12  hours  a  day  and  7  days  in  the 
week  regime,  prevaile  in  Great  Britain,  for  instance? 

Mr.  Fitch.  I  do  not  know  anything  about  it  as  to  a  system  of 
espionage  there.  Labor  organizations  are  much  stronger  in  the 
iron  and  steel  industry — I  had  better  say  they  exist  in  the  iron  and 
steel  industry.  They  do  not  exist  here.  They  have  been  able  to 
secure  an  eight-hour  day  in  a  number  of  mills  and  furnaces  in  Great 
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Britain.  Three  or  four  years  ago  a  considerable  proportion  of  the 
iron  and  steel  establishments  were  operated  on  that  basis.  If  any 
change  has  been  made  since  that  time,  I  think  the  proportion  has 
increased  of  the  eight-hour  establishments. 

The  Chairman.  Mr.  Dinkey,  before  some  committee  here,  advanced 
a  rather  surprising  theory  that  you  could  not  operate  eight-hour 
shifts  with  an  open-hearth  furnace.  Do  you  know  whether  that  is 
done  in  Great  Britain  or  not  and  whether  it  can  be  done? 

Mr.  Fitch.  It  is  being  done  in  Great  Britain.  I  have  asked  super- 
intendents and  mill  engineers  in  this  country  whenever  I  have  had 
opportunity  whether  it  was  possible  to  operate  an  open-hearth  fur- 
nace on  eight-hour  shifts,  and  they  have  all  agreed  it  is. 

The  Chairman.  Have  you  ever  asked  the  high-class  skilled  men 
who  are  trained  in  the  business  and  who  are  thrown  in  contact  with 
these  day  laborers  to  explain  how  these  men  could  work  and  live  on 
the  wage  they  were  receiving  and  support  families,  if  they  have 
them,  and  whether  they  would  care  to  become  American  citizens  ? 

Mr.  Fitch.  Yes. 

The  Chairman.  Have  you  ever  made  any  inquiry  of  the  steel 
people  themselves? 

Mr.  Fitch.  I  usually  ask  the  foremen  and  superintendents,  and  I 
have  asked  managers  and  presidents  about  that,  and  they  all  say  they 
do  not  know.  I  never  have  been  able  to  secure  any  other  informa- 
tion. 

The  Chairman.  They  did  not  know  how  they  lived  on  what  they 
received  ? 

Mr.  Fitch.  They  could  not  understand  how  they  lived  onr  what 
they  received. 

Mr.  Bartlett.  Have  you  ever  made  any  inquiry  in  the  direction  of 
what  part  labor  plays  in  the  unit  of  a  ton  of  pig  iron  ? 

Mr.  Fitch.  No  ;  I  never  have.  I  never  have  investigated  the  ques- 
tion of  labor  cost. 

Mr.  Bartlett.  Not  particularly  cost,  but,  for  instance,  take  a  ton 
of  pig  iron  produced  and  selling  at  so  much,  what  particular  por- 
tion of  that  ton  of  pig  iron  would  labor  get  out  of  that  unit? 

Mr.  Fitch.  No  ;  I  never  have  made  any  such  inquiry. 

Mr.  Young.  You  have  not  investigated  the  commercial  and 
financial  side  of  this  question  at  all,  have  you  ? 

Mr.  Fitch.  Not  at  all. 

Mr.  Young.  You  have  investigated  the  condition  of  the  men? 

Mr.  Fitch.  Yes. 

The  Chairman.  Have  you  ever  investigated  labor  conditions  in 
the  Birmingham  district? 

Mr.  Fitch.  Somewhat. 

Mr.  Young.  Before  you  go  into  that,  Mr.  Chairman,  I  have  in  my 
hand  this  bulletin  of  the  Bureau  of  Labor,  No.  84,  for  September, 
1909,  to  which  the  chairman  referred  a  short  time  ago,  and  I  think 
the  chairman  misconstrued  these  figures  ^s  to  the  time  of  residence 
in  this  country.  I  understood  the  chairman  to  say  that  these  men 
came  and  stayed,  so  many  one  year  and  went  back,  and  so  many  two 
years  and  went  back,  and  so  forth. 

An  examination  of  the  table  would  seem  to  indicate  that  it  does 
not  mean  that  at  all,  but  that  it  means  the  number  of  years  the  men 
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had  lived  in  this  country  -at  the  time  the  table  was  made,  and  has  no 
reference  to  what  became  of  them  afterwards,  whether  they  remained 
here  and  became  American  citizens  or  not. 

I  think  if  the  chairman  reads  that  over  again,  as  set  forth  on  pages 
344  and  345,  he  will  see  I  am  correct. 

The  Chairman.  The  table  gtates  the  residence  in  this  country.  I 
presume  they  started  to  reside  in  this  country  and  went  home. 

Mr.  Young.  Oh,  no ;  the  heading  of  this  table  is  this :  "  Length  of 
residence  in  the  United  States  of  foreign-born  employees  of  the 
Oliver  Iron  Mining  Co.,  May  1, 1907,  by  race  or  people." 

I  take  it  that  means  very  clearly  how  long  they  had  lived  here, 
when  they  made  up  that  table.  Some  had  lived  one  year,  and  from 
that  up  to  10  years  and  over. 

I  see  also  on  page  344  this  statement : 

Of  the  population  of  St.  Louis  County,  84  per  cent  reside  in  cities  or  villages, 
wlilcb  is  very  conclusive  as  to  the  predominance  of  the  iron-ore  Industry. 

As  everybody  familiar  with  the  district  knows,  St.  Louis  County, 
outside  of  Duluth,  is  practically  an  iron-ore  field.  That  is  all  there  is 
there. 

The  table  there  shows  that  St.  Louis  County  outside  of  Duluth 
contains  a  total  population  of  52,571,  of  whom  24,642  were  native 
born  and  27,921  foreign  born,  a  little  more  than  one-half. 

The  Chairman.  I  think  you  will  find,  Mr.  Young,  that  St.  Louis 
is  rapidly  becoming  more  than  a  mere  ore  field  and  wilderness. 

Mr.  Young.  Not  wilderness  at  all,  but  not  very  much  outside  of 
the  ore  field. 

The'CHAiRMAN.  Are  there  not  farmers  up  there? 

Mr.  Young.  Oh,  yes;  and  so  you  will  find  them  in  my  county. 

The  Chairman.  When  were  you  there  last? 

Mr.  Young.  I  was  there  last  about  two  years  ago. 

The  Chairman.  Since  that  strike,  when  those  peons  were  ex- 
patriated from  the  ore  field,  they  settled  all  around  there. 

Mr.  Young.  I  am  very  familiar  with  that,  and  they  are  the  very 
men  who  went  from  the  mines. 

The  Chairman.  Yes ;  they  had  to  go. 

Mr.  Young.  But  there  is  a  population  of  nearly  one-half  native 
born. 

The  Chairjian.  With  your  permission,  and  to  save  further  dis- 
cussion, I  will  just  put  that  table  in  the  record  and  let  it  speak  for 
itself. 

Mr.  Young.  It  would  have  to  begin  with  the  article  on  population 
and  nationality. 

The  Chairjian.  It  is  a  very  interesting  article,  and  with  the  per- 
mission of  the  committee  I  will  just  insert  that  article  in  the  record. 

Mr.  Young.  I  will  be  glad  to  have  that  done.  This  also  takes  in 
some  of  the  Michigan  field,  although  it  is  under  the  head  of  "  Min- 
nesota iron  ranges."  T  would  like  to  have  that  inserted  in  the 
record,  too. 

The  Chair:man.  That  portion  of  the  article  entitled  "The  Min- 
nesota iron  ranges,"  by  G.  O.  Virtue,  Ph.  D.,  headed  "  Population 
and  nntionality,"  beginning  on  page  343  of  the  bulletin  of  the  Bureau 
of  Labor  No.  84,  issued  September,  1909,  may  be  inserted  in  the 
record. 
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The  matter"  referred  to  is  as  follows : 

POPULATION    AND    NATIONALITY. 

The  mines  have  attracted  a  poioulatiou  remarkable  in  several  vcays.  The 
increase  of  numbers  has  been  rapid.  The  following  table  shows  the  population 
of  the  chief  range  communities  in  1895,  1900,  and  1905 : 

Population  in  the  chief  mining  communities  of  St.  Louis  County,  Minn.,  1895, 

1900,  and  1905. 
[From  the  Fifth  Decennial  Census  ot  Minnesota,  1905,  p.  42.] 


Localities. 


1896 


19001 


1905 


Number. 


Per  cent 
of 

increase 
over  1895. 


Aurora  village 

Biwabik  township 

Biwabik  village 

Breitung  (including  Soudan) 

Buhl  village 

Chisholm  village 

Ely  city 

Eveletn  city 

Fayal  township 

Hibbing  village 

McKinley  village 

Mesabi  Mountam  township 

Mountain  Iron  village 

Sparta  village 

Stuntz  township 

Tower  city 

Virginia  city 

St.  Louis  County  (excluding  Duluth) . 


365 
1,011 
1,954 


2,260 
764 
222 

1,085 
136 
708 
443 


1,265 
3,647 
19, 199 


1,1 

l,i 

2,i 

29,  i 


336 

541 

946 

1,344 

788 

4,231 

4,045 

5,332 

1,316 

6,566 

232 

940 

604 

960 

1,749 

1,340 

6,056 

52,571 


48.2 

2  6.4 

«31.2 


79.0 

697.9 

492.8 

505.2 

70.6 

32.8 

36.3 


2,472.1 

5.9 

66.1 

173.8 


'  Figures  from  the  Twelfth  Census  of  the  United  States.  2  Decrease. 

Several  of  these  communilies  show  an  enormous  increase  in  population  from 
1895  to  1905,  while  only  two  show  a  decline. 

Of  the  population  of  St.  Louis  County,  84  per  cent  reside  in  cities  or  villages, 
which  is  very  conclusive  as  to  the  predominance  of  the  iron-ore  industry. 

The  leading  nationalities  were  Finnish,  Austrian,  Swedish,  Canadian,  and 
Norwegian,  in  the  order  named.  As  shown  by  the  State  census  of  1905,  the 
nationalities  represented  and  their  respective  numbers  in  the  chief  mining 
centers  were  as  follows: 

Principal  foreign-'born  elements  of  the  population  in  the  chief  range  communities 

of  Minnesota,  1905. 

[Data  from  the  Fifth  Decennial  Census  of  Minnesota,  1905,  p.  177.] 


Country  of  birth. 


Localities. 


Ger- 

Swe- 

Nor- 

Den- 

Cana- 

Ire- 

Ll: 

many. 

den. 

way. 

mark. 

da. 

land. 

7 

130 

21 

2 

7 

3 

20 

22 

101 

29 

5 

56 

9 

104 

10 

156 

67 

1 

86 

9 

23 

8 

26 

7 

1 

16 

4 

12 

2 

37 

20 

2 

18 

2 

16 

12 

67 

26 

2 

38 

8 

19 

9 

64 

23 

24 

1 

6 

21 

206 

93 

2 

110 

19 

87 

38 

325 

77 

6 

151 

39 

119 

14 

86 

22 

1 

16 

10 

20 

72 

616 

314 

9 

498 

78 

1 

15 

21 

1 

2 

6 

7 

38 

2 

20 

'     11 

37 

5 

20 

17 

6 

34 

13 

14 

5 

17 

8 

42 

5 

9 

12 

66 

47 

2 

148 

10 

3 

120 

657 

296 

7 

337 

63 

71 

770 

4,226 

1,898 

112 

2,433 

312 

763 

Ens> 
sia. 


Vermilion  Range: 

Breitung  (rneluding  Soudah) 

Ely  city j 

Tower  city 

Mesabi  Bange: 

Aurora  village 1 

Biwabik  Township i 

Biwabik  village j 

Buhl  village 

Chisholm  village 

Eveleth  city 

Fayal  Township 

Hibbing  village j 

McKinley  village j 

Mesabi  Mountam  Township 

Moimtain  Iron  village 

Sparta  village 

Stuntz  Township 

Virginia  city I 

St.  Louis  County  outside  Duluth. 


12 
10 


7 

47 

65 

8 

47 

1 

6 

4 

24 

10 

89 

400 
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Principal  foreignriorn  elemenU  of  the  population  in  the  chief  ra'nge  co 
of  Minnesota,  i905— Continued. 


mmumtiea 


Localities. 


Country  of  birtli. 


Po- 
land. 


Vermilion  Range: 

Breitung  (including  Soudan) 

Els-city 

Tower  city 

Mesabi  Range; 

Aurora  village 

Biwabik  Township 

Biwabik  village 

Buhl  village 

Chisliolm  village 

Eveleth  city 

Fayal  Township 

Hibbing  village 

McKinley  village 

Mesabi  Mountain  Township 

Mountain  Iron  village 

Sparta  village 

Stuntz  Township 

Virginia  city 

St.  Louis  County  outside  Duluth. 


77 
296 


Fin- 
land. 


280 
911 
184 

62 

111 

287 

200 

1,197 

1,145 

152 

1,169 

31 

250 

127 

347 

.     220 

1,193 

9,945 


Aus- 
tria. 


ISO 
S.33 
29 


44 

64 
693 
676 
430 
323 

34 
130 

14 

116 

279 

136 

4,461 


Total 

foreign 
AH  bom. 

other. 


9 

122  I 

19 

14 

14 

17 

50 

187 

333 

164 

481 

4 

31 

37 

11 

299 

123 

2,313 


659 

2,222 

593 

198 

320 

516 

448 

2,705 

2,975 

927 

3,537 

116 

531 

-290 

584 

1,104 

3,069 

27, 929 


Total 
native 
born. 


685 

1,823 

747 

138 
221 
430 
340 

1,526 

2,357 
389 

3,029 
116 
409 
314 
376 
645 

2,997 
24,642 


Total 
popula- 
tion. 


1,344 
4,045 
1,340 


541 

946 

788 

4,231 

5,332 

1,316 

6,SS6 

232 

940 

604 

960 

1,749 

6,056 

52,571 


No  statistics  as  to  nationality  are  regularly  kept  by  the  mining  companies, 
but  the  Oliver  Iron  Mining  Co.  has  talien  a  census  of  its  own  employees  at 
different  times,  the  results  of  which  are  given  below : 

Length  of  residence  in  the  United  States  of  foreign-horn  employees  of  the  Oliver 

Iron  Mining  Co.,  May  1,  1907,  ly  race  or  people. 

[Data  supplied  by  the  Oliver  Iron  Mining  Co.] 


Number  living  In  the  United  States— 

Race  or  people. 

Un- 
der 1 
year. 

1 

year. 

2 
yrs. 

3 
yrs. 

4 
yrs. 

5 
yrs. 

6 
yrs. 

7 
yrs. 

8 

yrs< 

9 

yrs. 

10 
yrs. 

Over 
10 
yrs. 

Years 
not 
re- 
port- 
ed. 

Total 
for- 
eign 
bom. 

Arabian 

1 

19 

1 

Anstrinn 

135 
3 
24 
79 
280 
2 
43 

199 
14 

58 
57 
496 
5 
34 

156 
8 
39 
41 
419 
1 
25 

92 
3 
11 
23 
240 
1 
4 

76 
4 
9 
2 
141 
1 

10 

55 

3 

3 

5 

103 

29 
3 
1 

"'56' 

16 

5 

4 

27 
11 

2 

"i' 
'"s 

814 

Bohemian 

49 

Bosnian 

146 

Bulgarian 

1 
26 

1 
29 

1 

69 

1 

210 

Crnatian    .  ,  . 

13 

12 

1,881 
11 

Czech 

Dalmatian 

4 

1 

4 

3 

1 

129 

Dutch 

2 

114 

216 

1 

44 

8 

42 

1 

3 

...... 

...... 

2 

English 

9 
389 
2 
4 
2 
27 

6 

464 

1 
244 

4 
271 

9 
263 

5 
134 

2 
127 

6 
73 

"'ss' 

6 
43 

160 

Finnish 

Flemish 

263 

2,526 

French 

French-Canadian 

3 

1 

49 

4 
-30- 

1 

1 

16 

1 

2 

1 

2 
2 
4 

3 
2 
4 

..... 
3 

2 
4 
3 

2 
1 
2 

1 
■■3' 

69 
22 
190 

Greek 

3 

Hebrew 

i 

3 

8 

1 
1 

6 

Hervat 

2 

8 

4 
12 

2 
6 

3 
3 

2 
3 

3 
1 

20 

Hungarian 

3 

1 
1 
3 
9 
12 

6 

48 

Indian 

1 

Irish 

i 

39 
66 
79 

'■"io" 

50 

101 

2 

1 

19 
23 
60 

2 
37 
31 
47 

1 
24 
30 
54 

2 

14 
19 
35 

1 
12 

9 
26 

71 
15 
26 
36 

1 
1 
3 

81 

Italian. . 

27 
23 
43 

1 
5 
6 

3 
5 
8 

,     235 
298 
495 
2 
1 
3 
1 

Italian  (north) 

Italian  (south) 

Japanese 

Korean 

1 

Lithuanian 

1 
1 
19 
35 
12 
1 
3 

i 

"i' 

Macedonian 

34 
40 
33 
1 
11 

46 

21 

20 

2 

8 

21 
5 

22 
1 
9 

36 

1 

16 

24 

10 

1 

4 

4 

2 

9 

Montenegrin 

102 

Polish 

10 

6 

9 

1 

5 

15 

2 

Roumanian 

151 
5 
60 

Russian 

7 

4 

i 

2 

5 
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Length  of  residence  in  the  United  States  of  foreign-iorn  employees  of  the  Oliver 
Iron  Mining  Co.,  May  1,  1907,  hy  race  or  people — Continued, 


Number  living  in  the  United  States— 

Over 
10 

yrs. 

Years 
not 
re- 
port- 
ed. 

Race  or  people. 

Un- 
der 1 
year. 

1 

year. 

2 
yrs. 

3 

yrs. 

4 
yrs. 

5 
yrs. 

6 
yrs. 

7 

yrs. 

8 
yrs. 

9 
yrs. 

10 
yrs. 

Total 
for- 
eign 
bom. 

Rutheriiaii 



1 
28 

1 
26 
2 

1 

241 

41 

1 

1 

18 

38 

34 

...... 

'   i 

3 

S 

ScandinavlaTi 

29 
1 

2.3 

1 

44 

1 

30 
1 

35 
2 

14 
2 

23 
2 

12 

11 


521 

gcotcli 

S3 

Scotch-Irisli. . 

1 

16 
26 
46 
25 

29 
30 
47 
66 

18 
26 
68 
85 

16 
23 
29 
42 

7 
20 
33 
47 

6 
12 
40 
44 

1 
11 

2 

12 
20 
27 

iJ 
18 
19 

95 

Slav.., 

7 
11 
12 

4 
2 
3 

3 

6 
8 

191 
359 

Slovenian 

41S 

1 

j^rolese 

6 

io 

18 

13 

18 

9 

1 

4 

2 

1 

17 
3 
98 

"2 

109 

3 

Not  reported 

56 

73 

84 

29 

44 

27 

25 

14 

5 

4 

4 

465 

Total 

1,261 

1,879 

1,856 

976 

917 

776 

452 

333 

236 

100 

125 

1,205 

33 

10,139 

Of  the  12,038  employees  of  this  company  in  1907  only  1,879  were  native  born, 
those  of  foreign  birth  being  84.4  per  cent  of  the  total  number  employed.  Almost 
half  of  the  foreign  bom,  49.3  per  cent,  had  not  resided  in  the  United  States 
over  two  years.  The  races  showing  a  large  proportion  who  had  resided  in  this 
country  10  years  and  over  were :  The  Irish,  with  87.7  per  cent ;  Scotch,  77.4  per 
cent;  English,  74.4  per  cent;  Scandinavian,  48.4  per  cent;  and  German,  23,7 
per  cent  Those  with  a  small  proportion  were :  Bulgarians,  with  less  than  one- 
half  of  1  per  cent ;  Austrians  and  Croatians,  with  only  3.8  per  cent ;  Italians, 
8.9  per  cent ;  Finns,  10.3  per  cent ;  and  Slavs,  11  per  cent.  Of  all  the  foreign- 
born  employees  but  13.1  per  cent  had  resided  in  the  United  States  10  years 
and  over.  The  principal  races  with  a  residence  of  less  than  a  year  were  the 
Montenegrins,  with  34.3  per  cent;  Austrians,  16.6  per  cent;  Croatians,  14.9  per 
cent ;  Slavs,  13.6  per  cent ;  and  Slovaks,  12.8  per  cent.  Of  all  the  foreign-born 
employees  12.4  per  cent  had  resided  in  the  United  States  less  than  one  year. 

In  the  following  tabulation,  which  was  furnished  by  the  Oliver  Iron  Mining 
Co.,  American  includes  Canadians,  English,  Irish,  and  Scotch ;  Austrian  includes, 
among  others;  Bulgarians,  Bohemians,  Hungarians,  and  Montenegrins ;  French 
and  German  includes  Belgians,  Swiss,  and  Hollanders;  Finnish  includes  Rus- 
sians ;  and  Scandinavian  includes  Norwegians,  Swedes,  and  Danes. 

Nationality  of  the  employees  of  the  Oliver  iron  Mining  Co.  on  the  various  ranges 
of  the  Lake  Sv4>erior  region  July  1,  1908,  hy  locality. 

[Data  supplied  by  the  Oliver  Iron  Mining  Co.) 


Locality. 

American. 

Austrian. 

rrencb  and 
German. 

Finnish. 

Italian. 

Num- 
ber. 

Per 
cent. 

Num- 
ber. 

Per 
cent. 

Num- 
ber. 

Per 
cent. 

Num- 
ber. 

212 
100 
125 
188 
53 
92 

Per 
cent. 

Num- 
ber. 

Per 
cent. 

Ifesabi  range: 

Hibbing  district 

628 
217 
296 
225 
74 
383 

21.9 
22.9 
27.4 
18.9 
20.9 
28.2 

1,326 
446 
316 
544 
204 
606 

46.2 
47.1 
29.2 
45.8 
57.6 
44.6 

140 
16 
40 
12 
4 
77 

4.9 
1.7 
3.7 
1.0 
1.1 
6.7 

7.4 
10.6 
11.6 
15.8 
14.9 

6.8 

378 

79 

165 

123 

3 

51 

13.2 

Mountain  Iron  district 

Eveleth  (Fayal)  district... 
Eveleth(Adams)  district.. 
Biwabik  district 

8.4 

15.3 

10.3 

.8 

Canisteo  district 

3.7 

Total 

1,823 
85 
680 
195 
442 

23.4 
15.3 
49.2 
16.5 
28.3 

3,442 
291 
20 
120 
109 

44.1 
52.2 

1.6 
10.2 

7.0 

289 
13 
10 

141 
38 

3.7 
2.3 
.7 
12.0 
2.4 

770 
100 
415 
81 
406 

9.9 
18.0 
30.0 

6.9 
26.0 

799 
21 
108 
201 
162 

10.2 

Vermilion  Range 

3.8 

Marquette  Range 

7.8 

17.0 

Qogebic  Range 

10.4 

3,225 

25.8 

3,982 

31.9 

491 

3.9 

1,771 

14.2 

1,291 

10.4 

2930 


UNITED    STATES   HTLEL    COBPOBATION. 


Aitfionalitv  of  the  empltjyeeg  of  the  Oli<:<-r  Iron  Mining  Co.  on  the  variouH  ranges 
of  the  Lake  Hujierujr  region  July  1,  1908,  Ity  locality — Continued. 


J-oli-^h. 


Total. 


Locality. 


llih'.inx  'Ji  u.'X 

MounUijj  Iron  <ii:~.XTt'X. . 
p: ■.•<:! -th  l?;ij-A)  'IL'.tri';*. 
i;v<:k;t,b',i'Jam-.;'lLtn'-t.. 

f'r.'.-.-iblK  'll  -tn'-t 

Canisteo  diari't 


Xumbflr. 


I'KT 
t*:Dt. 


H- 


0.0 

2.2 

1 

.1 

20 

1.7 

2 

.0 

5 

.4 

11« 


14.i 


4   0 

12..'; 

4.2 
10  - 


Vf;ri,,iijor]  I'.ifi:-'-  ..    , 

Oo?.i-.,-  !;ar,g. 

Oran'l  total 


7 

79 
liCj 


6.7 
12.7 


47 
1)2 

204 


1,321 


7. 'i 
S.  4 
10. 3 
.30.7 

13  1 

10.6 


KT 

I'.r 

f>  Tit. 

.S'ornl**;r. 

Vi-t 

« 

0.2 

2,071 

100.0 

iMB 

J'XI.O 

' 

.2 

l.fJWJ 

lorj.O 

s 

.7 

1,1*0 

100. 0 

Vih 

I'Xt.O 

2 

.1 

1,359 

ll)<).l) 

18 

.2 

7,W)i) . 

irxj.« 

.M7 

100.0 

l,:iH2 

100.0 

1,179 

100.0 

1 

.1 

1,.^) 

100.0 

1» 

.2 

12,478 

IfXJ.O 

yiitioaahty  of   llie   enijiloytt .-,   of  the   OUi:er  Iron    Mininij   (Jo.,   on   the  various 
ran'jeH  of  the  Lake  Siiperior  region  -lune  I,  I'.l'J'.i,  h]i  loe'ilily. 

[Data  -.fiipf,!)"']  by  the  Ollvr  Iron  .Vdninir  '', '] 

-     -     --  -  -  -j '■■(  ■'    

American.        Atiatrian.  Fionlsh.  Gomiarj.      I      tT':n/li. 


L'X:uUty. 


Num-      Pe.'     Nrnn-     Per     Num-     r';r     .Nurfi-     Per     .N'lim-     Per 
l.er.      'o.rit      ber.      cent.      l«r.      '<:nt.      l.sr.      cent.      b»ir.      cent. 


IIiM,ML'''lmric'. 47/  29..'j  671      41.0  -,7       4.2  r/i  3.3,  47'      2.9 

Chr,holm4i,trl't 140  9.1  l.COi     HX.h  VA  '    9.5  •'/  .3'  2  .1 

.Vlorintain  Iron  4i  irict 17-,  24.7  23*1     32.  S  170,  23.0  12  1,7 

£v<jl<;'.h 'ri.y.il,'i.,t.rif,-t...  2'/2  20.7  377     29.^  2->;     20.2  17  13  

Evelethf.\'liirn,,'li,lnr;t..  2N3  21.4  603      4.5.7  II'JIO.O  9  .7  4  .3 

Biwdl.lk'U-trict 53  10.6  193     60.5  45      14)  4  1.3    .. 

iJani.vr, 'Ii.tr.f.f 'tM  22.8  733     47.1  131        W  31  2.0  80  5.2 

T',>.  1,7S2  20.8  3,81.5      45  4  >.3      11   5  118  1.4  14,5  1.7 

Ver;.'.,:-,     i;.;.'<-           99  12.9  402     .72.0  175     22.9  2  .3  4  ,< 

.Vfar'j  i'--'-   I'..-.-      7T)  40  5  40       2.7  .•!72      24.0  13  ,0  5  .4 

Menorr:  iw  Jti>i_'    228  15  S  165     11.5  98  •    6.8  :«  2.3  122  8.» 

rioce    '  Rar/t-e 43.5  22.7  137       7.1  625     32.3  12  .0  37  1.9 

Grandtotal 3,2.M  23.2  4,5.59     32.5  2,2ra     15.9  I7i  1.3  3U  2.2 

r^.^-^-.    .,...,_  j           ■  ""                                                        "  '  ~~- 

\  Italiaa .  ^    Bcandinartan ,  Poliab ,                    T otal. 

I>ocaIity,  "*' '  ~ 

-v^ml>^.     ,1^^      Somber,  ^j     Sumber.     ,^^      Knmber.    ^. 


Mesabi  P. ins': 

HiDr.jns  di>'n/-t 

CTll-holr.'i  'irtr.'.t 

Mo!jr.'.^..':  Iror,  'IjTtric't.. 
Evelet.b  ^f-iv^i,  'JLvtnC 
F.vel'-*.'.  '.\a^r.''i:    'Jjjitr.c 

Bjw'^i'rj.)^  'kv.r:'';' 

C»ni5teo  datr.et 

To'i; 

V^rnr..lioT!  K'^ns-'c; 

Marq'j*?tt*'  Ran?'- 

MenoT.nir;''^  Ra.^,:.": 

Ooi^ebic  Ri.^ii;^-.     

Grand  total 


2«( 
1.55 


224 
177 


%7 

% 

17'-) 

2>4 

2r;2 


13.1               m          ■'.-.  23  1,4  1,800  1  100.0 

9.5             I'M          :.',  58  3.0  1,629!  WO.* 

•5.0               88  12.2 720  100.8 

17.7             l'«          ',.5  1  r,{       1.8  1,287  IfJO.O 

W.4               84          0  4'  20  1..5  1,320  100.0 

.9               21          0.0               ..' 319  I  100.0 

2.1             179  U..5  14             9  1,568  100.0 

643          7.8  138  1.6  8,411  U»,0 

5;          0  9  ,.,.              I  765  loat 

14.5          9.7    '  l,4«r2  100.0 

407  28.3  va           7  1  1,439  100-0 

184          9.0  200  1;  5  1,922  lOaO 

11,1           1,1.32  10  2  .-//I           3  6  14,029  110.  <1 


10.0 
3.9 
11.9 
19.7 
12.1 
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This  company  had  12,478  employees  on  July  1,  1908.     The  Americans  were 

25.8  per  cent  of  this  number.    The  Austrians  were  the  most  numerous,  with 

31.9  per  cent.    On  the  Vermilion  range  52.2  per  cent  of  the  employees  were 
Austrians. 

On  June  1,  1909,  this  company  had  14,029  employees,  of  whom  23.2  per  cent 
were  Americans,  32.5  per  cent  Austrians,  15.9  per  cent  Finnish,  etc.  Those 
nationalities  that  showed  an  increased  proportion  employed  in  1909  compared 
with  1908  were  Austrians,  Finnish,  Italians,  and  Polish.  Those  that  decreased 
were  Americans,  French,  German,  and  Scandinavians. 


Numlier  and  per  cent  of  foreign-horn  employees  of  the  Oliver  Iron  Mining  Co. 
who  speak  English,  May  i,  1907,  iy  race  or  people. 

{Data  supplied  by  the  Oliver  Iron  Mining  Co.    Figures  do  not  include  25  persons  not  reporting  as  to 
whether  they  do  or  do  not  speak  English.] 


Race  or  people. 

Speak  Eng- 
lish. 

Do  not 
speak 
Eng- 
lish. 

Total. 

Eace  or  people. 

Speak  Eng- 
lish. 

Do  not 
speak 
Eng- 
lish. 



iss 
74 

81 
3 
28 

""m 

;:::..; 

120 

214 

87 

....... 

""269* 

Num- 
ber. 

Per 
cent. 

Num-     Per 
ber.   1  cent. 

Arabian 

1 

244 

25 

29 

24 

580 

2 

44 

2 

160 

1,372 

1 

64 

20 

84 

2 

4 

9 

23 

1 

81 

146 

164 

257 

100.0 
30.0 
51.0 
19.9 
11.4 
30.8 
18.2 
34.1 
100.0 
100.0 
ii4.4 
33.3 
92.8 
90.9 
44.2 
66.7 
80.0 
45.0 
47.9 
100.0 
100.0 
62.1 
55.0 
51.9 

"'576' 
24 
117 
186 
1,310 
9 
85 

'i.'isi' 

2 

5 

2 

106 

1 

1 

11 

25 

""so" 

134 
238 

1 

814 

49 

146 

210 

1,881 

11 

129 

2 

160 

2,523 

3 

69 

22 

190 

3 

5 

20 

48 

1 

81 

236 

298 

496 

2  100.0 

1  !  100.0 

3  1  100.0 

1  !  100.0 

72       34.3 
28  1     27.5 

70   1      AR  A 

2 

Korean 

Lithuanian 

Macedonian 

Magyar 

Montenegrin 

Polish 

Roumanian 

Russian 

Ruthenian 

Bohemian 

3 

Bosnian. . . 

1 

Croatian 

102 

Czech.. 

151 
5 

Dalmatian 

2 

22 

3 

451 

53 

1 

14 

71 

145 

327 

1 

68 
3 

40.0 
44.0 

100.0 
87.6 

100.0 

100.0 
14.7 
37.2 
40.4 
79.0 

100.0 
62.4 

im  n 

Dutch 

50 

English 

3 

■prnnish 

Scandinavian 

516 

TTlBmisIi 

French 

Scotch-Irish 

1 

French-Canadian 

Servian 

95 

Slav 

Greek 

Slovak 

Slovenian 

Syrian 

Tyrolese 

Welsh 

Not  reported 

Total 

359 

414 

Hervat 

1 

109 

3 

240       63.5 

TfAlinn 

Italian  (north) 

Italian  (south) 

4,917       48.6 

5,197 

10,114 

Only  48.6  per  cent  of  the  employees  considered  in  this  table  can  speak  English. 
A  considerable  number  of  the  races  reported  100  per  cent  able  to  speak  English, 
but  the  number  of  persons  involved  is  too  small  upon  which  to  base  a  conclusion. 
Austrians  report  30  per  cent;  Croatians,  30.8  per  cent;  Magyars,  34.3  per  cent; 
Slavs,  37.2  per  cent;  and  Slovaks,  40.4  per  cent  speaking  English,  while  the 
Italians  report  55.2  per  cent ;  Finnish,  54.4  per  cent ;  Slovenians,  79  per  cent ;  and 
Scandinavians,  87.6  per  cent  who  speak  English. 
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Niimher  and  per  cent  of  foreign-horn  cniijhnjer.i  of  the  Oliver  Iron  .Uining  Co.. 
flee  years  in  the  United  States,  who  have  heeome  naturalized.  May  1,  Win, 
try  race  or  people. 

[Data  supplied  by  the  Oliver  Iron  Mining  Co.    Fignres  do  not  include  08  persons  not  reporting  as  to 

naturalization.] 


Naturalized. 

Not 
natu- 
ralized. 

Total. 

Race  or  people. 

Natvu^ized. 

Not 
natu- 
ralized. 

Race  or  people. 

Num- 
ber. 

Per 
cent. 

Num- 
ber. 

Per 
cent. 

Total. 

Arabian 

1 
103 

8 
.      4 

6 
224 

ii' 

23" 

578 
1 
9 
9 
19 

e' 

6 

I 
50 

1 
155 
17 
4 
8 
297 
1 

13 

2 

137 

888 

1 

49 

18 

00 

I 

12 

1 

74 

72 

Italian  (north) 

Italian  (south) 

Korean 

35 
63 

34.3 
30.5 

67 

121 

1 

1 

47 

33 

7 

2 

106 

7 

8" 

46 
93 
85 

1 
18 

88" 

102 

52 
9 

33.6 
62.9 

174 

1 

Lithuanian 

1 

2 

73 

1 

2 

2 

114 

310 

25.0 
24.6 

100.0 
15.4 

100.0 
83.2 
34.9 

7 

11 

5 

1 

242 

33 

1 

1 

21 

42 

34 

13.0 
25.0 
41.7 
33.3 
69.5 
82.5 
100.0 
11.1 
31.8 
31.1 
28.6 

54 

Polish 

44 

Russian 

Ruthenian 

12 

3 

Dutch 

Scandinavian .■.. 

Scotch 

348 

English 

40 

Finnish 

Scotch-Irish 

Servian 

1 

9 

40 
9 
41 

1 
3 

81.6 
60.0 
68.3 
100.0 
100.0 

Slav 

66 

Slovak 

135 

119 

1 

Tyrolese 

27 
3 
83 

60.0 
100.0 
48.5 

45 

Welsh 

3 

6 

50.0 

Not  reported 

Total 

171 

Wall 

65 
22 

87.8 
30.6 

1,351 

42.9 

1,798 

3,149 

Italian 

There  have  been  naturalized  42.9  per  cent  of  those  who  have  been  In  the 
United  States  five  years.  About  one-third  of  the  Austrians,  Finns,  Italians, 
Slavs,  and  Slovaks  have  availed  themselves  of  citizenship  through  the  nat- 
uralization laws.  Over  80  per  cent  of  the  English,  Irish,  and  Scotch  and  69.5 
per  cent  of  the  Scandinavians  are  naturalized. 

Numter  and  per  cent  of  foreign-horn  employees  of  the  Oliver  Iron  Mining  Co., 
21  years  of  age  and  over,  reporting  conjugal  condition.  May  1,  1907,  by  race 
or  people. 

(Data  suppUed  by  the  Oliver  Iron  Mining  Co.] 


Man 

Num- 
ber. 

rled. 

Per 
cent. 

Single. 

1 

313 

19 

36 

64 

642 

6 

26 

1 

64 

1,392 

2 

24 

1 

70 

1 

2 

9 

16 

1 

44 

103 

113 

181 

Total. 

1 

656 

40 

114 

182 

1,545 

10 

98 

2 

153 

2,294 

3 

65 

22 

170 

3 

3 

19 

43 

1 

80 

209 

260 

444 

Race  or  people. 

Married. 

Single. 

Race  or  people. 

Num- 
ber. 

Per 
cent. 

Total. 

Arabian... 

Japanese 

1 

2 

■■■■ffi" 

49 

72 

1 

20 

"■'249' 
23 

""'36' 

71 

139 

155 

1 

CO 

2 

165 

1 

Austrian 

343 

21 

78 

118 

903 

4 

73 

1 

89 

902 

1 

41 

21 

100 

,     2 

^l 

27 

62.3 
52.6 
f«.4 
64.8 
58.4 
40.0 
74.6 
60.0 
58.2 
39.3 
33.3 
63.1 
95.5 
58.8 
66.7 
33.3 
52.6 
62.8 

Korean 

1 

1 

1 

100 

26 

65 

4 

23 

2 

225 

28 

1 

31 

95 

167 

202 

100.0 
33.3 

100.0 
54.9 
34.7 
47.4 
80.0 
63.-5 

100.0 
47.5 
64. 9 

100.0 
46.3 
,57.2 
54.6 
56.6 

1 

3 

Bosnian 

MnpfidnniaTi . 

1 

Bulgarian 

182 

Croatian 

Czech 

Montenegrin 

Polish 

75 
137 

Dalmatian  . . , 

Roumanian.  .  . 

6 

Dutch 

43 

English 

Ruthenian 

2 

"Rinni^ih 

Scandinavian 

Scotch 

474 

Flemish 

61 

French 

1 

French-Canadian 

Servian 

67 

Slav. 

166 

Greek 

,  Slovak 

306 

Hebrew 

i  Slovenian. 

3S7 

Hervat 

1  Syrian 

1 

Hungarian 

Tyrolese 

43 

1 

235 

41.7 
33.3 
68.8 

103 

;  Welsh 

3 

Irish 

36 
106 
147 
263 

45.0 
60.7 
56.5 
69.2 

Not  reported 

1            Total 

400 

4,538 

61.6 

4,258 

8,796 

Italian,  soutli 
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More  than  one-half  of  those  21  years  of  age  and  over  were  married.  Those 
races  represented  by  any  considerable  number  having  under  50  per  cent  mar- 
ried were  the  Finnish,  Irish,  Montenegrins,  Polish,  Scandinavians,  and  Tyrolese. 
Some  of  those  with  over  50  per  cent  married  were  the  Austriaus,  Croatians, 
Germans,  Italians,  Slovaks,  and  Slovenians. 


Length  of  residence  in  United  States  of  foreign-born  employees  of  the  Oliver 
Iron  Mining  Co.  May  1,  1907,  hy  occupations. 

[Data  supplied  by  the  Oliver  Iron  Mining  Co.] 


Foreign  bom  living  in  United  States- 

- 

Occupation. 

Na- 
tive 
bom. 

Un- 
der 1 
year. 

1 

year. 

2 

yrs. 

3 

yrs. 

4 
yrs. 

S 

to  9 
yrs. 

10 

to 

14 

yrs. 

16 

to 

19 

yrs. 

20 
to 
24 
yrs. 

26 
yrs. 
and 
over. 

Years 
not 
re- 
port- 
ed. 

Total 
for- 
eign 
bom 

Grand 
total. 

4 
6 
3 
1 
1 
9 
6 

4 

Axman 

6 

1 

1 

1 

3 

6 

Barn  boss,  assistant 

1 

Barn  man 

...... 

3 

1 

1 
9 

4 
2 
1 

1 

7 
1 

1 

1 

12 
1 
4 

3 
85 
34 
32 
2 
1 

4 

Blacksmith 

12 
3 
4 

6 
2 
2 

6 
6 
4 
1 

23 
9 
11 

3 
3 

6 
2 
2 

"i' 

1 

94 

Blacksmith's  helper 

Blaster  ... 

40 
32 

2 

4 

1 

1 

Bookkeeper 

I 
217 
1 
3 
22 
1 
9 

, 

3 

Boss 

1 
19 

1 
.    3 

1 

8 

2 

7 

1 
6 

""i" 

6 
117 

7 

3 

22 

28 

6 

9 

334 

1 

Car  checker 

3 

7 

13 

4 

11 

31 
1 

10 
2 

9 
1 
2 

19 

11 

11 

116 
2 

40 
9 
1 
2 

138 

Carpenter's  helper. . . . . . 

Car  repairer 

3 

1 
2 

3 
4 

3 

1 

1 

6 

9 

2 

1 

2 

49 
9 

1 

1 

1 

Chain  gang ■. . 

4 
11 
10 
23 

3 

1 

6 

Chain  man 

11 

Chemist 

1 

1 

11 

Chemist's  assistant  .  . . 

23 

Chip  taker     .  " 

2 

1 
1 
1 
1 

1 

4 

2 

9 

12 

1 

3 

6 

1 

16 

28 

1 

8 

8 

7 

1 

2 

Chute  man 

2 
1 

1 

3 

1 

2 
2 

1 
1 

g 

Clerk..  .  .  - 

77 

3 

1 

2 

89 

1 

Coal  passer  . .        ... 

1 

1 

1 

2 
2 

4 

1 

1 

1 
1 
1 
3 
1 

'3' 

6 

Compressor  man 

Crane  man  . 

2 
73 
29 

3 

2 

1 

1 

2 

1 

1 
10 

4 
5 

1 
4 

2 

6 

88 

57 

1 

Diamond  driller 

3- 

1 

1 

4 
1 

2 
1 

1 

11 

Diamond  driller's  helper 
Diamond  setter 

1 

1 

S 

1 

1 

2 
1 

1 

2 

2 

2 

3 

12 
2 
1 
1 
197 
100 
2 

12 

3 

1 

S 

Drifter 

1 

1 

39 

29 

1 

Drill  boss                  .  . 

1 

Driller 

i         28 

38 

18 

44 
li 

21 
8 

19 
6 

3 
3 

3 

.... 

1 

1 

198 

22 
2 

IOC 

Driller's  helper 

i 

] 

1 
5 
1 
5 
22 

1 
15 

3 

17 

263 

1 

Dry  man 

3 

1 

5 

1 

1 

1 
1 

2 

1 
1 

....^. 

IS 

3 

■nnmpbnP<s 

4    

1 
76 

2 

53 

3 
33 

1 
16 

1 

2 
3 

21 

59 

■ 

26! 

Dynaino  tender 

Electrician 

2 

7 

2 

1 
3 

1 

2 

2 

1 

1 

9 
1 

39 
7 

39 
9 
1 

37 

le 

: 

51 
3 

2 

3 

10 
2 
3 

4 

"7' 
2 

6 
2 
7 
2 

7 

"7' 
2 

4 
3 
13 
3 

'""i' 

9C 

Engineer,  hoisting 

Engineer,  locomotive... 

IC 

169 
6 

1 

208 

14 

1 
7 

1 

Engineer,  steam  shovel . 
Engineer,  wrecker 

93 
4 

1 

1 

6 

7 

6 

9 

13( 
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Length  of  residence  in  United  States  of  foreigtirborn  employees  of  the  Oliver 
Iron  Mining  Co.  May  1,  1907,  'by  occupations — CJohtinued. 


Foreign  bom  living  in  United  States — 


Occupation. 

1 

Na-  '  Un- 
tive    der  1 
bom.  year. 

1 

year. 

2 
yrs. 

3 

yrs. 

4 
yrs. 

5 
to  9 
yrs. 

10 
to 
14 

yrs. 

15 

to 

19 

yrs. 

20 
to 
24 

yrs. 

,.     Tears! 
,  jS    I  not    Total 

oTe?.   POrt-^oign 
ed.   1  born 

Grand 
total. 

Engineering    depart- 

2 
98 

1 

2 

2 

4 

8 

7 
1 
1 
2 

8 

25  i  11 

12 

6- 

7 

1  1       91 

180 

Flreman,  chum  drill 

1 

4 

1      42 

8 

1 

1 
1 

"3 

2 
9 

i  .... 

10  1    6 
1     2 

16 ;  4 

1 
11 

1 
10 

4 

Fireman,  locomotive... 

128    

1           1 

1 

1 
3 

7 
"'4' 

1 
1 
4 

170 
9 

Fireman,  steam  shovel. 
Fireman,  wrecker 

67 
1 

18 

1 

3 

4 

1      68 

12s 
1 

Foreman    . 

1 

1 

1     2 

4 

91    6 

8 

6 

3 

1 

40 

1 

68 

Foreman,  assistant 

1 

i 

1 
1 

1 

1 

1 

Foreman,  blasting 

1 
1 
2 

L... 

2 

.... 

1 

3 

Foreman,  car  repairers. 

j----,---- 

2 

Foreman,  drill 

1 

1 

1 
.... 

2 

Foreman,  drilling  and 
blasting 

1 

Foreman,  dump 

2 

2 

2 

1 

.... 

2 

1 

1 
1 

g 

:;::::!    s 

5 

Foreman,  night 

3 
1 
3 

3 

Foreman,  ore 

::::::;;:; 

1 

Foreman,  pipeman 

i 
1 

1 

1 

4 

1 

Foreman,  pit  assistant. 

2 

2 

Foreman,  powder 

1 

1 

1 

Foreman,  sliop 

1 
1 

1 

Foreman,  steam  shovel. 

1 

Foreman,  stripping 

1 

1 
9 
1 
2 
11 
1 
2 
2 

1 

Foreman,  surface 

2 

1 

3 

4 1      i 
1  

11 

Foreman,  surface  asst. . 



1 

Foreman,  timber 

1 

3 

1 
4 

1 
1 

3 

Foreman,  track 

3 

1 

1 

2  ' 

14 

Foreman,  underground. 

1 

Gang  boss 

1 

i  

2 

Greaser 

■ .-....-^.... 

1 

1 

2 

Grinder 

1 

1 

Hammerman 

1 



1 

1 
1 

2 

Head  mine  captain 

1 
2 

1 

Janitor 

1 

1 

1 

2 

1 

2 

9 

1 

10 

Janitross 

1 

885 
9 

1 

200 

1 

762 
3 

970 
3 

453 
6 

369 
2 

611 
13 

95 
4 

101 
4 

1 

51 
1 

52 
3 

4,669 
49 

Lander 

'     AR 

Lightman 

1 
1 

Logging  cutter 

1 

X 

Lumber  scaler : 

1 

Macliine-shop  employee 

i 

1 
4 
1 
1 
2 

1 
28 
3 
5 

23 
4 
3 

1 

7 

X 

69 
8 
11 

1 

1 

"'i' 

1 

2 

1 

1 

...... 

4 

4 

2 

1 

3 

8 

87 
XI 

Machinist's  apprentice. 

Machinist's  helper 

1 
1 

1 
1 

"3' 

1 

1 
8 
1 

1 

16 

1 

5 

24 

4 

Mason's  helper 

Master  mechanic 

3 

2  ' 

8 

Master  mechanic's  as- 
sistant  

• 

1 

1 

Mechanic 

1 

2 

1 

2 

1 

7 

1 

1 

Messenger 

1 

1 

594 

1 
5 
2,000 
1 
3 
1 
11 

X 

Miller...   . 

3 
358 

224 

237' 

5 

10 

99 
.     1 

264 

102 

74 

97 

10  '         6 

'2,010 
1 

Miner  etinle  man 

.   . 

Miner's  helper 

1 

1 

2 

"^  3 

-r-  X 

Mining  captain 

8 

1 

12 

2 

4 
1 

6  j 

19 

Mining    captain's    as- 
sistant  

1 

2 

Mining  engineer 

1 

1 

2 
2 

14 

Mining  sliift  boss 

2 

1 

2 

Molder 

1 

1 

1 

1  1              19 

3 

Motorman 

1 

1 

4 
2 

10 
3 

1 

3 

1 

4 

3 

26 
7 

26 

Mucker 
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Length  of  residence  im  United  States  of  foreigrir'born  ewnployees  of  the  Oliver 
Iron  Mining  Co.  May  1,  1907,  6j/  occupations — Continued. 


Foreign  bom  living  in  United  States- 

Occupation. 

Na- 
tive 
bom. 

Un- 
der 1 
year. 

1 

year. 

2 

yrs. 

3 

yrs. 

4 
yrs. 

5 
to  9 

yrs. 

10 

to 

14 

yrs. 

16 

to 

19 

yrs. 

20 

to 

24 

yi-s. 

25 
yrs 
and 
over. 

Years 
not 
re- 
port- 
ed. 

Total 
for- 
eign 
bom. 

Grand 
total. 

Mule  driver 

2 

8 

5 

6 

10 

1 

1 

32 
1 
1 

13 

32 

1 

Office  man 

1 

1 

1 

2 
2 

1 

2 

2 

1 

1 

2 

2 

1 

15 

Ore  inspector     

1 

1 

1 

1 

1 

1 

Ore  yardmaster 

Painter 

1 
3 

, 

1 

1 

1 

1 

1 

Pattern     maker     and 

1 

3 

1 

■     2 

58 

1 

Pilot 

g: 

1 

Pipe  man 

2. 

1 

5 

3 

1 

1 

11 

6 

6 

6 

2 

45 

1 

5 

1 

289 

125 

1 

24 

11 

103 

1 

Pit  boss 

1 

3 

1 
74 
40 

' 

•1 

Pit  boss,  steam  shovel.. 

1 

4 
1 

48 
12 

65 
32 

1 

28 
14 

30 
13 

37 
12 

4 
1 

3 

1 

- 

293: 

Pitman,  steam  shovel . . 

126 

PitTTip.n,  siirTn/ifi 

I 

1 
1 
1 

1 

1 

3 

3 

1 
1 

9 
3 

6 
1 

1 

1 

1 

Powder  man .         

4 

12' 

Powder  man's  helper... 

1 

2 

1 

3 

1 
43 
2 

Putfer  man,  under- 

1 

1 

30 

1 

1 

"i" 

7 

14 

2 

6 

2 
1 

9 

1 

Pump  man's  helper 

2" 

Eepau-er,  steam  shovel. 

1 
3 

Rock  picker 

1 

1 

1 

6 
1 
9 

Rope  man 

1 

'""i' 

-       4 

3 
2 

2 

2 

1 

12 
3 

44 
21 
26 
4 
3 
7 
1 
1 
1 

1 

6 

Shift  boss       

3 

1 
3 

1 

io 

5 
8 
2 
2 
2 

5 
"2 

13 

1 

.... 

9 
2 
2 

5 

1 

47 

7 
2 

3 
6 

"3' 

1 

Skip  tender  

1 

1 

2ft 

Slide  man. 

4 

1 
1 

- 

Station  man 

1 

2 

1 
1 

7 

Rte?>-Tn-pnTnp  man 

1 

Stenographer    

6 

1 

7 

1 

1 

Superintendent,  assist- 

1 
1 

1 

Surface  boss 

5 
1 
1 

75 
4 

41 
1 
1 

' 

1 

2 

2 

XI 

1 

1 
8 
2 
6 
1 

2 

1 

1 
2 

2 

6 

1 

14 

1 
2 

1 
7 

2 
2 

9 
36 

6 
58 

7 

2 

■  I   2 

1 

a  2 

4 

""I' 

2 

4 

5 



111 

Tally  boy 

10 

4 

5 

1 

7 

4 

5 
1 

1 


99 

Teamster's  helper 

g 

1 

Test  pitter  

1 

1 

2 

1 

3 

1 

23 

23 

115 

4 

3 

2 

1 

2 

Tie  maker  . . 

1 
2 

1 

1 

3 

1 

5 

1 

12 

1 

Timber  framer 

2 

1 
5 

4 
2 

11 

1 
3 
19 

"3' 

12 

2 

5 

12 

5 

7 

35 

3 

1 
1 

1 
"7" 

3 

1 

23 

23 

TirnhpTman 

1 

2 

116 

Timber-shaft  sinker.  .. 

1 

1 

3 

18 
1 

1 
9 
9 

1 

20 

Tool  carrier           

1 

? 

Town-site  superintend- 
ent..                      

1 

Track  boss 

2 

98 

3 

59 

4 

44 

6 
54 

2 
7 

3 

3 
3 

1 

1 

...... 

24 
493 

33- 

Trackman 

83 

142 

502 
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Length  of  residence  in  United  States  of  foreignrborn  employees  of  the  OUver 
Iron  Mining  Co.  May  1,  1907,  iy  occupations — Contmuea. 


Foreign  born  living  in  United  States- 

Occupation. 

Na- 
tive 
bom. 

Un- 
derl 
year. 

1 
year. 

2 
yrs. 

3 

yrs. 

4 

JTS. 

5 
to  9 
yrs. 

10 
to 

14 

yrs. 

1 

15     20 
to     to 

19     24 
yrs.  JTS. 

25 
yrs. 
and 
over. 

Years 
not 
re- 
port- 
ed. 

Total 
for- 
eign 
born. 

Grand 
total. 

1 

1 
1 
337 
8 
4 

13 

7 
7 

1 

1 

1 

i 

73 

116 

1 
1 

70 

1 

29 

25 
5 

5 
1 

1 

1 
.2 

3 

1 

341 

8 

Warehouseman 

3 

1 

1 



7 

Wasbing-plant    em- 

2 

3 

Watcmnan 

6 
5 

1 

;        1 

3          2 

i 

1 

4 

1 

8 

22 

1 

12 

Weiglier 

1 

Wiper 

1 

1 

5 

1 

2 
1 
10 
8 

2 

2 

7 

1 

1 
2 

41 

9 

11 

Not  reported          .  . 

11 

14 

6 

6 

4 

4 

1 

.... 

1 

67 

Total 

1,879 

1,261 

1,879 

1,856 

976 

917 

1,887 

399 

434 

237 

260 

33 

10,139 

12,018 

This  table  shows  that  In  this  company  blacksmiths,  carpenters,  drillers, 
dump  men,  laborers,  miners,  pitmen,  timbermen,  trackmen,  and  trammers  are 
occupations  almost  wholly  filled  by  those  of  foreign  birth.  Those  mainly  filled 
by  native-bom  employees  were  brakemen,  crane  men,  locomotive  firemen,  ma- 
chinists, and  switchmen. 

Th  occupations  in  which  native  and  foreign  born  are  quite  evenly  divided 
are  electricians,  firemen,  steam-shovel  fli-emen,  mining  captains,  pipe  men,  pump 
men,  and  teamsters.  Such  occupations  as  chemists,  clerks,  mining  engineers, 
timekeepers,  and  yardmasters  are  almost  wholly  filled  by  native-born  employees. 

If  nationality  statistics  could  be  had  for  the  whole  period  of  operation  at  the 
Minnesota  ore  mines  they  would  show  the  same  process  of  supplanting  the 
older  mine  workers  by  more  recent  immigrants,  which  has  taken  place  in  many 
of  the  coal-mining  districts.  In  fact,  the  process  has  here  been  singularly  swift 
and  complete;  and  this  is  due  to  two  causes — the  rapid  development  of  the  in- 
dustry and  the  peculiarities  of  the  mining  operations,  which  make  it  possible 
to  use  a  veiy  unusual  proportion  of  unskilled  labor.  Very  soon  the  English 
and  Scotch  miners  who  went  largely  from  the  older  Michigan  ranges  to  the 
Vermilion  were  brought  to  the  Mesabi  to  serve  as  foremen,  shift  bosses,  and 
mining  captains.  The  order  of  the  coming  of  the  races  seems  to  have  been: 
Scandinavian,  Finn,  Austrian,  and  Italian;  and  within  the  past  few  years  the 
great  preponderance  of  new  arrivals  has  been  from  southeastern  Europe — 
Servia,  Montenegro,  Bulgaria,  Croatia,  and  neighboring  States. 

THE   FINNS. 

The  Finns  have  played  an  important  part  in  the  development  of  the  mines  of 
the  Lake  Superior  region,  and  they  are  certain  to  remain  an  important  factor 
In  the  population  of  northern  Minnesota.  An  agricultural  people  at  home,  they 
have  beeu  attracted  to  mining  in  large  numbers  in  the  northern  iron  and 
copper  regions.  Of  the  19,847  foreign-born  Finns  shown  by  the  State  census  of 
1905  to  be  in  Minnesota,  12,076  were  In  St.  Louis  County.  The  remainder  are 
distributed  mainly  in  the  agricultural  districts,  and  e\en  in  St.  Louis  County 
there  is  a  strong  drift  of  this  people  to  the  land. 

They  are  Industrious,  sturdy,  and  intelligent  workers,  ambitious  to  learn  and 
to  rise.  Next  to  the  Welsh  and  Cornish  men  whose  positions  they  fell  heir  to, 
they  are  regarded  as  the  most  efficient  miners  on  the  ranges.  Their  standard 
of  living  is  higher  than  that  of  the  other  foreign  elements  represented.  They 
are  more  given  to  owning  the  houses  they  live  in  and  are  not  found  in  the 
shacks  and  camps  with  which  others  are  content.  The  young  men  usually  live 
in  commodious,  well-kept  boarding  houses.     Cleanliness  seems  to  be  a  racial 
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characteristic.  Frederiksen,'  writing  of  tlie  home  life  of  his  people,  says  that 
"  every  Finnish  family  has  its  sauna,  or  bathhouse.  It  is  the  first  place  built, 
and  the  family  live  in  it  until  the  rest  of  the  house  is  ready."  Not  every  family 
on  the  range  can  boast  its  private  bathhouse,  but  every  village  has  one  or 
•  more  public  bathhouses  at  which  hot  vapor  baths  may  be  had.  These  houses 
are  patronized  also  by  others  than  the  Finns. 

The  Finns  are  reported  to  have  qualities  of  initiative,  independence,  self- 
reUance,  and  a  jealous  regard  for  their  rights.  They  are  not  quarrelsome,  but 
are  often  described  by  employers  as  "  stubborn,"  "  not  easily  managed,"  "  not 
amenable  to  discipline,"  etc.  The  general  impression  is  that  they,  next  to  the 
Scandinavians,  are  the  most  prompt  to  become  naturalized  of  any  of  the  "  for- 
eigners."   This  is  not  borne  out  by  the  figures  from  the  Oliver  Iron  Mining  Co. 

THE   AUSTEIANS. 

Numerically  the  most  important  body  of  laborers  on  the  ranges  is  that 
roughly  designated  as  the  "Austrians."  Not  only  is  the  name  applied  promis- 
cuously to  all  who  hail  from  the  dual  Empire,  of  whatever  race,  but  the  con- 
fusion is  increased  by  the  inclusion  of  the  Bulgarians,  who  are  often  spoken 
of  as  "Black  Austrians."  The  Servians  and  Montenegrins  are  also  included 
frequently  in  the  same  category.  In  1908,  of  the  employees  of  the  Oliver  Iron 
Mining  Co.,  44.1  per  cent  on  the  Mesabi  and  52.2  per  cent  on  the  Vermilion 
were  thus  classed  as  Austrians.  By  the  census  of  that  company's  employees, 
May  1,  1907,  nearly  4,800,  out  of  a  total  of  10,139  foreign-born  employed  by  it 
in  the  Lake  Superior  region,  were  of  the  races  migrating  from  Austria-Hungary. 
Of  these,  however,  only  814  were  Austrians  proper.  By  far  the  largest  racial 
factor  in  the  group  was  the  Croatians,  numbering  1,881.  The  Slovenians  came 
next  with  415  and  the  Slovaks  followed  with  359. 

The  Austrians,  using  that  term  to  include  the  races  coming  from  Austria- 
Hungary,  are  regarded  by  the  mining  companies  as  the  most  desirable  workers 
next  to  the  Scandinavians  and  Finns.  The  promise  given  by  their  large  frames 
and  muscular  build  of  being  efficient  workers  is  not,  however,  wholly  borne  out. 
According  to  the  testimony  of  the  mining  companies,  while  very  docile,  they 
lack  the  initiative  of  the  Scandinavians  and  the  Finns,  and  thus  require  a  great 
deal  of  supervision.  Even  in  physical  endurance  they  have  not  in  the  mining 
region  proved  the  equal  of  those  races.  This  is  often  explained  by  their  difter- 
ent  standard  of  living.  They  live  in  large  numbers  in  camps  near  their  work, 
and  their  fare  consists  largely  of  rye  bread  and  the  cheapest  cuts  of  beef  boiled 
with  vegetables.  The  returns  as  to  conjugal  condition  of  this  class  show  that 
56.6  per  cent  of  them  over  21  years  of  age,  working  for  the  Oliver  Iron  Mining 
Co.,  are  married,  as  compared  with  39.3  per  cent  of  the  Finns  and  56.5  per 
cent  of  the  Italians.  This  is  contrary  to  the  prevailing  impression  that  a  large 
proportion  of  the  Austrians  are  single  men,  while  the  Finns  are  more  largely 
men  with  families.  The  discrepancy  between  the  statistics  and  the  prevalent 
belief  may  be  explained  by  the  fact  that  many  of  the  Austrians  reporting  as 
married  have  their  families  in  the  old  country  and  live  here  under  the  condi- 
tions of  single  men.  One  also  often  hears  it  said  on  the  range  that  the  Aus- 
trians do  not  seize  the  opportunity  to  become  citizens  so  promptly  as  the  Finns. 
The  data  on  this  point,  supplied  by  the  returns  of  the  Oliver  Iron  Mining  Co., 
while  bearing  out  this  view,  do  not  show  so  marked  a  difference  in  the  two 
nationalities  in  this  respect  as  is  generally  supposed.  Of  the  employees  from 
Austria-Hungary  who  had  been  in  the  United  States  five  years  and  reported  on 
the  mater,  about  29  per  cent  are  reported  as  naturalized ;  of  the  888  Finns  re- 
porting on  this  point,  34.9  per  cent  were  naturalized ;  and  31.6  per  cent  of  the 
Italians  so  reported.  One  close  observer  on  the  western  Mesabi  has  found  it 
characteristic  of  the  Austrians  that  they  generally  come  here  with  the  inten- 
tion of  returning  home  to  live  when  their  fortune  is  made;  but  that  in  very 
many  cases  they  become  dissatisfied  on  their  return  to  the  old  country  and  come 
back  to  America  to  stay — usually  with  a  wife. 

MONTENEGRINS   AND    SERVIANS. 

The  Montenegrins  and  the  Servians  are  grouped  together  industrially.  They 
are  the  most  recent  arrivals  on  the  Mesabi  and  are  generally  regarded  as  the 
least  efficient  element  of  the  mining  population.    There  is  no  way  of  showing 

'  Finland,  Its  Public  and  Private  Economy,  p.  23. 
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accurately  what  their  movement  to  the  Minnesota  ranges  has  been.  They  are 
not  differentiated  in  the  State  census  of  1905,  and  it  is  not  likely  any  had  yet 
come  to  the  ranges  in  1900.  The  Oliver  Iron  Mining  Co.  had  102  Montenegrins 
and  9.5  Servians  in  its  employ  according  to  its  census  of  May  1,  1907.  During 
the  summer  of  1907  the  number  employed  ou  the  ranges  was  largely  increased, 
large  numbers  coming  in  to  break  the  strike  of  that  year.  The  same  is  true  of 
the  Bulgarians.  These  races  live  cheaply,  and  while  they  are  large-framed, 
robust-looking  men  they  are  far  from  efficient  workers.  They  require  much 
supervision  and  do  only  the  rudest  work.  They  live  cheaply  in  shacks  or  camps, 
rarely  having  families  with  them.    They  learn  the  English  language  slowly. 

The  Chaihman.  Mr.  Fitch,  I  started  to  take  up  another  phase  of 
this  situation  as  to  the  labor  conditions  in  Birmingham.  They  em- 
ploy there  both  free  labor  and  convict  labor  ? 

Mr.  Fitch.  In  the  mines ;  yes. 

The  Chairman.  Was  free  labor  and  convict  labor  employed  there 
at  the  time  you  visited  that  section  ? 

Mr.  Fitch.  Yes. 

Mr.  Reed.  If  you  will  pardon  my  interruption,  Mr,  Chairman,  I 
made  a  statement  in  reply  to  your  question  the  other  day  that  the 
Tennessee  Coal  &  Iron  Co.  employed  no  convict  labor.  That  state- 
ment was  based  on  the  fact  that  I  had  understood  the  contract  with 
the  State  of  Alabama  had  expired  and  was  not  renewed.  I  am  speak- 
ing of  contract  by  which  convict  labor  was  furnished  by  the  State. 
That  is  correct ;  but  I  am  told  that  there  are  still  about  300  men 
supplied  to  the  Tennessee  Coal  &  Iron  Co.  by  the  county  authorities 
and  those  men  are  still  working  for  that  company.  That  contract 
when  it  expires,  however,  will  not  be  renewed. 

Mr.  Young.  The  State  convicts  have  ceased  ? 

Mr.  Reed.  They  no  longer  work  for  the  Tennessee  Coal  &  Iron  Co. 

Mr.  Baetlett.  Has  Alabama  recently  changed  its  convict  law  ? 

Mr.  Reed.  No,  sir;  I  believe  these  convicts  are  turned  over  by  the 
State  to  other  manufacturing  companies. 

Mr.  Young.  Do  you  know  whether  any  of  them  are  working  for 
the  Woodward  Iron  Co.  ? 

Mr.  Reed.  No,  sir ;  I  believe  not. 

The  Chairman.  They  are  not. 

Mr.  Young.  They  give  such  marvelously  low  cost,  I  do  not  know 
how  they  get  it. 

The  Chairman.  The  Woodward  Iron  Co.  deserve  greatest  credit. 
It  is  situated  there  in  this  nest  of  convict  labor;  has  its  own  mines 
and  does  not  work  a  single  convict  in  them ;  has  its  own  railroad  and 
does  not  work  a  single  convict  on  it;  owns  blast  furnaces  and  not  a 
convict  in  sight.  The  Woodward  iron  people  have  fought  this  fee 
system  and  its  iniquities  tooth  and  nail,  and  are  still  fighting  it. 

Mr.  Bartlett.  The  fee  system — what  do  you  mean? 

The  Chairman.  I  have  a  statement  here  that  that  county  makes 
over  $50,000  out  of  this  purloining,  or  at  least  this  facile  and  tireless 
capture  of  petty  offenders,  and  then  by  a  system  of  taxing  costs  and 
operating  bonds  they  are  turned  over  to  these  companies  to  work.  I 
will  let  the  gentleman  on  the  witness  stand  explain  that,  however,, 
rather  than  myself. 

Mr.  Young.  Does  the  State  of  Alabama  permit  that? 

The  Chairman.  I  am  not  protecting  the  State  of  Alabama. 

Mr.  Young.  No;  but  does  the  State  of  Alabama  permit  that? 
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The  Chaikman.  Yes,  sir;  to  its  eternal  shame  it  permits  it.  I  do 
not  care  whether  it  is  Alabama,  Maine,  or  Michigan;  if  I  find  op- 
pression and  wrong  anywhere  I  will  expose  it.  Crime  and  oppres- 
sion have  neither  color  nor  locality,  so  far  as  I  am  concerned. 

Mr.  Bartlett.  I  do  not  know  what  the  Alabama  law  is,  Mr.  Chair- 
man; we  will  find  out  about  it. 

The  Chairman.  Referring  to  these  county  people,  I  will  ask  you 
to  state  to  the  committee,  Mr.  Fitch,  who  they  are  and  what  they  are; 
what  brings  them  into  the  clutches  of  the  law,  and  how  they  are  dealt 
with  after  they  get  into  the  hands  of  the  law  ? 

Mr.  Fitch.  I  have  no  direct  information  as  to  that,  Mr.  Chairman. 
I  did  not  investigate  those  conditions  at  all  in  the  Birmingham  dis- 
trict. From  general  report  and  from  reading  the  article  which  you 
mentioned  there 

Mr.  Baetlett  (interposing).  Whose  article  is  that? 

Mr.  Fitch.  An  article  by  Mr.  Shelby  M.  Harrison,  in  the  Survey 
Magazine. 

'Hie  Chairman.  You  visited  these  camps? 

Mr.  Fitch.  No  ;  not  the  convict  camps. 

The  Chairman.  Were  you  ever  in  their  quarters? 

Mr.  Fitch.  No.    I  have  visited  the  free  camps  only. 

The  Chairman.  What  conditions  prevailed  there?  Explain  those 
to  the  committee,  tell  us  the  experience  and  incidents  that  occurred, 
and  their  character  of  living,  etc. 

Mr.  Fitch.  The  mining  camps  in  the  Birmingham  district  are 
rather  attractive  as  compared  with  the  mining  camps  of  western 
Pennsylvania.  The  country  is  rather  picturesque.  The  houses  are 
built  in  a  region  that  was  formerly  wooded,  cut-over  timber  land, 
and  many  trees  are  still  standing.  The  houses  are  desperately  cheap 
in  construction,  and  are  poor  places  in  which  to  live;  usually  two 
rooms  to  an  apartment,  whether  colored  or  white,  employees  are  sup- 
posed to  live  in  them.  The  apartments  usually  contain  two  rooms, 
whether  for  white  or  colored  employees,  in  the  mining  camps  in  the 
Birmingham  district. 

Mr.  Bartlett.  Log  houses  ? 

Mr.  Fitch.  I  believe  there  are  some  log  houses,  but  for  the  most 
part  they  are  boards. 

Mr-  Bartlett.  Made  with  a  room  on  each  side  and  a  passage  be- 
tween, or  something  of  that  sort? 

Mr.  Fitch.  Usually  a  double  house ;  two  doors  at  the  front,  a  little 
porch,  and  each  door  opening  directly  into  one  room  and  another 
room  back  of  that,  and  in  those  two  rooms  the  family  lives. 

Mr.  Young.  Only  a  one-story  building? 

Mr.  Fitch.  Yes. 

Mr.  Bartlett.  Is  there  a  chimney  to  each  room,  or  between  the 
two? 

Mr.  Fitch.  My  impression  is  there  is  a  chinmey  between  the  two, 
though  I  have  observed  these  houses  only  from  the  outside.  I  have 
never  been  in  them. 

Mr.  Bartlett.  The  two  rooms  are  not  built  with  a  passageway  be- 
tween the  two? 

Mr.  Fitch.  No. 
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Mr.  Baktlett,  They  are  joined  together  with  a  chimney  in  tlie  cen- 
fer  and  a  porch  in  front? 

Mr.  Fitch.  I  think  that  is  correct. 

Mr.  Baetlett.  With  a  door  into  each  room,  opening  onto  the 
porch  ? 

Mr.  Fitch.  .Yes.  There  are  usually  two  villages  in  each  of  these 
eamps ;  at  any  rate,  a  line  of  demarcation  on  one  side  of  which  live 
the  colored  employees  and  on  the  other  side  of  which  live  the  white 
employees. 

Mr.  Baetlett.  May  I  ask  right  there  if  those  two  rooms  are  gen- 
erally occupied  by  one  family,  or  two  rooms  furnished  to  one  family  ? 

Mr.  Fitch.  Yes.  The  houses  are  very  much  the  same  on  either 
side  of  this  line. 

I  am  describing  now  the  typical  mining  camp.  There  is  a  move- 
ment toward  a  better  camp,  with  respect  to  houses,  in  the  district. 

The  Chaieman.  I  am  not  quite  sure  about  this — it  may  have  been 
Mr.  Harrison  or  some  other  gentleman  who  investigated  this  ques- 
tion, but  I  have  the  impression  that  you  have  this  information.  Do 
you  know  why  convict  labor  has  been  utilized  and  what  the  em- 
ployers consider  its  peculiar  advantage? 

Mr.  Fitch.  One  peculiar  advantage  that  the  employers  admit  ex- 
ists is  that  it  gives  them  a  club  over  organized  labor.  Whenever 
there  is  a  strike,  the  convict  mines  go  on  turning  out  coal  regularly. 
While  the  proportion  of  convict  labor  to  free  labor  is  rather  small — 
I  do  not  Imow  what  it  is,  but  it  is  small — quite  a  large  amount  of 
coal  is  turned  out  which  can  be  used  in  the  operation  of  the  mills  and 
furnaces  in  the  district. 

I  want  to  say  further  in  regard  to  these  camps  that  a  peculiar  situ- 
ation exists  there.  The  land  is  owned  by  the  mining  company;  the 
houses  are  owned  by  the  mining  company.  The  villages  are  not 
incorporated.  The  whole  thing  is  private  property.  There  is 
aothing  unusual  about  that,  so  far  as  Alabama  is  concerned.  The 
same  situation  exists  in  practically  all  the  mining  districts  of  the 
country.  There  is  no  municipal  government.  The  law  is  represented 
by  a  deputy  sheriff  in  each  camp. 

The  Chaieman.  Who  employs  him  ? 

Mr.  Fitch.  My  understanding  is  that  the  deputy  sheriff,  of  course, 
Is  deputized  by  the  sheriff  of  the  county  and  represents  the  law,  but 
is  paid  by  the  company.  As  the  result  of  that,  he  considers  himself 
an  employee  of  the  company,  rather  than  a  representative  of  the 
public,  and  does  generally  what  the  company  tells  him  to  do. 

Mr.  Baetlett.  Just  like  a  policeman  on  the  crossings  here  in  the 
District  of  Columbia,  who  is  designated  by  the  District  of  Columbia, 
and  whose  wages  are  paid  by  the  street  railroad  companies? 

Mr.  Fitch.  I  am  not  familiar  with  that  situation ;  but  that  is  the 
fact. 

The  effect  of  that  is  that  the  deputy  sheriff  is  a  guard  rather  than 
J  peace  officer.  He  watches  the  roads  coming  into  me  camps,  observ- 
ing the  people  who  come  in,  and  if  they  are  strangers  to  him  he  in- 
4'juires  their  business.  He  carries  a  gun  with  him,  and  if  a  stranger 
is  unable  to  explain  himself  satisfactorily  to  the  deputy  sheriff  he  is 
asked  to  move  out. 
The  Chaieman.  Do  you  know  that  to  be  true? 
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Mr.  Fitch.  I  know  it  from  personal  experience,  because  I  was 
asked  to  move  out.  I  went  into  a  mining  camp^n  fact,  I  went  into 
several  with  a  kodak  in  my  hand,  taking  pictures  of  the  houses  and 
walking  through  the  streets,  holding  conversations  here  and  there, 
wherever  I  met  a  miner  or  a  member  of  a  miner's  family,  and  I  was 
met  in  one  camp  by  a  deputy  sheriff,  who  asked  me  my  business.  I 
told  him  what  it  was,  and  gave  him  my  card  and  explained  what  I 
was  doing. 

Mr.  YoTJNG.  Just  state  right  there  what  you  told  him  you  were 
doing. 

Mr.  FrrcH.  I  said  to  him  that  I  represented  a  magazine  and  I  ex- 
pected to  write  of  conditions  I  found  in  the  district,  and  I  was  walk- 
ing through  there  to  satisfy  myself  as  to  the  actual  physical  condi- 
tions that  prevailed,  and  that  I  talked  with  people  there  for  the  pur- 
pose of  finding  out  how  much  rent  they  paid,  what  was  the  source  of 
the  water  supply,  the  condition  of  the  water,  and  so"  on.  He  said  that 
might  be  all  true,  but  nevertheless  I  would  have  to  get  out  of  the 
camp,  because  he  did  not  know  me.  He  said  that  he  was  there  to 
keep  out  of  the  camp  people  he  did  not  know,  and  that  he  had  recently 
gotten  into  trouble  with  his  boss  because  he  had  been  letting  people 
whom  he  did  not  know  come  into  the  camp.  I  asked  him  why  he  was 
suspicious  of  people  he  did  not  know.    He  said  that  he  was 

The  Chairman  (interposing).  Is  that  a  town  you  were  in?  Were 
you  on  the  public  street? 

Mr.  Fitch.  Not  a  public  street,  but  an  open  street. 

The  Chairman.  An  open  road? 

Mr.  Fitch.  Yes.    In  this  town  probably  600  people  lived. 

Mr.  Young.  All  on  private  property  ? 

Mr.  Fitch.  Yes. 

Mr.  YoTJNG.  Eoads  and  all  ? 

Mr.  Fitch.  Yes. 

Mr.  Bartlett.  No  incorporation  and  no  municipality? 

Mr.  Fitch.  No.  He  said  he  was  looking  for  labor  organizers  and 
employers  of  labor,  who  might  be  trying  to  take  their  miners  away 
and  out  of  the  district. 

In  this  connection,  there  is  a  law  in  Alabama  which  prohibits  the 
contracting  of  labor  to  take  out  of  the  State,  so  that  labor  agents 
are  sometimes  arrested  and  confined  in  Alabama  on  account  of  at- 
tempting to  do  that. 

Mr.  Bartlett.  We  have  the  same  law  in  Georgia,  which  has  been 
upheld  by  the  Supreme  Court  of  the  United  States. 

Mr.  Fitch.  Yes;  a  number  of  States  have  that  law.  At  the  time 
I  went  into  this  camp,  the  mines  had  just  been  shut  down — many  of 
the  mines  in  the  district.  Most  of  them  were  operating  with  fewer 
miners  than  usual,  and  many  miners  were  out  of  work.  The  effect 
of  the  whole  situation  was  then  that  if  I  had  been  an  employer  of 
labor  the  guard  was  there  to  keep  the  men  who  were  out  of  work 
away  from  a  job. 

Mr.  Young.  This  is  the  converse  of  the  contract-labor  law? 

Mr.  Fitch.  Yes. 

Mr.  Young.  They  try  to  prevent  men  who  are  citizens  getting 
employment  somewhere  else? 

Mr.  Fitch.  Yes.    If  conditions  there  had  been  bad 
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The  Chairman  (interposing).  Did  you  go  to  any  other  town? 

Mr.  Fitch.  I  had  a  somewhat  similar  experience  in  another  town, 
though  the  deputy  finally  agreed  that  I  could  stay  if  I  did' not  com- 
mit any  flagrant  breaches  of  the  peace,  and  he  followed  me  about  to 
see  that  I  did  not. 

I  want  to  point  out  another  thing  in  that  connection.  If  conditions 
in  these  towns  had  been  bad,  if  wages  had  been  low  and  hours  long, 
and  a  representative  of  organized  labor  had  come  in  to  explain  to 
the  men  how  the  miners  in  Illinois  and  certain  districts  in  Pennsyl- 
vania got  an  eight-hour  day  by  organizing  and  standing  together 
and  asking  for  it,  and  got  their  wages  raised  by  organizing  and 
standing  together  and  asking  for  it,  that  man  would  have  been 
thrown  out,  too.  This  representative  of  the  law  was  there  to  keep 
the  miner  from  knowing,  if  he  could  prevent  it,  of  Ways  to  bfctter 
his  condition. 

Mr.  Reed.  You  are  not  speaking  now  particularly  of  the  towns 
operated  by  the  Tennessee  Coal  &  Iron  Co.,  are  ybu,  Mr.  Fitch  ? 

Mr.  Fitch.  The  incidents  that  I  am  relating  did  not  occur  in  a 
Tennessee  camp.  I  was  told  by  the  deputy,  however,  particularly — 
I  was  warned  by  him — to  be  careful  about  certain  Tennessee  camps, 
because  he  said  the  deputies  in  those  camps  would  not  bother  with 
me  as  long  as  he  had  done. 

I  also  submitted  a  statement  similar  to  that  to  officials  of  the 
Tennessee  Coal  &  Iron  Co.  and  was  not  corrected  in  regard  to  it. 

The  Chairman.  How  was  that  ? 

Mr.  Fitch.  I  submitted  a  statement  in  an  article  I  wrote,  some- 
what similar  to  that,  to  the  officials  of  the  Tennessee  Coal  &  Iron  Co. 
and  was  not  asked  to  change  it. 

The  Chairman.  Do  you  know  whether  they  rent  these  properties 
in  such  a  way  that  there  is  any  understanding  as  to  a  man's  rights 
to  have  visitors  come  and  see  him  or  a  right  to  have  persons  from- 
abroad  come  on  his  premises  without  any  supervision  by  anybody 
else? 

Mr.  Fitch.  I  was  told  that  in  certain  cases  there  are  leases  signed 
by  the  miner  who  occupies  the  house — ^that  is,  there  are  clauses  in 
those  leases  in  certain  cases  giving  the  company  the  right  to  decide, 
upon  notice,  and  in  some  cases  without  notice,  who  may  come  in  and 
who  may  go  out  of  the  town.  In  other  words,  there  is  a  censorship 
that  is  provided  for  upon  guests  that  a  man  may  receive. 

Mr.  YouKG.  Did  you  see  any  of  those  leases  ? 

Mr.  Fitch.  I  did  not. 

The  Chairman.  Does  that  condition  prevail  in  the  buildings  of 
the  Steel  Corporation? 

Mr.  Fitch.  I  was  told  that  that  condition  did  prevail  there. 

The  Chairjian.  How  many  hours  a  day  do  those  miners  work? 

Mr.  Fitch.  Ten  hours,  upon  the  average. 

Mr.  Reed.  Mr.  Fitch,  how  do  the  housing  conditions  of  the  Tennes- 
see employees  compare  with  those  of  other  companies? 

Mr.  Fitch.  I  had  intended  to  speak  of  that,  and  was  drawn  into 
something  else. 

The  Tennessee  Coal  &  Iron  Co.,  in  this  movement  toward  better- 
ing the  housing  conditions  in  the  district,  is  leading  all  the  other 
companies,  and  has  several  new  camps  which  are  better  than  any 
other  camps  which  I  saw  there.    There  is  a  movement  in  the  district 
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to  impTOve  these  conditions.  Many  of  the  leading  coal  companies 
are  participating  in  that  movement^the  Woodward  Iron  Co.,  the 
Republic  Iron  &  Steel  Co.,  and  the  Pratt  Consolidated  Co.  occur  to 
me  especially  as  examples  of  companies  that  are  moving  toward  a 
better  condition  in  their  mining  camps. 

The  Alabama  Coal  Operators' i  Association,  which  is  practically  a 
Birmingham  association,  recently  has  employed;  a  sanitary,  engineer 
to  make  an  examination  of  their  camps  and  make  recommendations 
as  to  improvements  in  them.  ,  , 

,  I  would  like  to  say  also  that  the  Alabama  Coal  Operators'  Asso- 
ciation h^ve  fought  strenuously  the  fee  system  which  you  have  men- 
tioned, Mr.  Chairman,  and  that  they  have  gone  to  the  legislature  at 
Montgomery  and  urged  the  passage  of  a  biU  that  would  abolish  it. 

Mr.  Baetlett..  That  is  a  pretty  general  movement  wherever  the 
fee  system  prevails,  I  think,  Mr.  Fitch,  down  in  that  country.  I 
know  the  legislature  of  my  State  have  had  up  a  movement  for 
putting  officers  in  criminal  cases, on  a  different  basis  than  the  fee 
basis. 

The  Chairman.  It  is  an  abominable  practice. 

Mr.  Baetlett.  You  did  not  get  an  opportunity  to  examine  into 
the  conditions  of  the  mining  camps,  did  you,  Mr.  Fitch  ? 

Mr.  Fitch.  I  went  into  a  number  of  camps. 

Mr.  Baetlett.  I  meant  at  the  places  where  you  met  this  officer? 
Did  you  leave  or  did  you  remain  ? 

Mr.  Fitch.  I  left. 

Mr.  Baetlett.  You  did  not  make  an  investigation  there  ? 

Mr.  Fitch.  No. 

Mr.  Baetlett.  Do  you  suppose  you  could  have  got  permission 
if  you  had  applied  ? 

Mr.  Fitch.  Yes;  I  am  sure  I  could  have  gotten  permission. 

Mr.  Baetlett.  You  made  no  effort  to  do  that? 

Mr.  Fitch.  I  made  no  effort,  because  I  resented  the  requirement 
of  a  pass  to  practically  a  municipality,  and  more  than  that,  I  secured 
an  admission  from  the  president  of  one  of  the  leading  coal  com- 
panies of  Birmingham  that  he  knew  it  to  be  ill^al  to  keep  people 
from  walking  upon  those  streets,  and  that  his  company  had  recently 
paid  $500  damages  to  a  itian  who  had  been  arrested  for  trespass 
upon  the  street  of  his  town. 

I  went  into  a  number  of  camps  regardless  of  deputy  sheriffs.  I  do 
not  know  whether  they  were  napping,  but  I  seemed  to  avoid  them. 
In  other  cases  I  went  into  the  camps  with  officials  of  the  company, 
so  the  question  of  a  pass  did  not  arise.  But  I  should  have  restented 
the  use  of  a  pass,  and  if  one  had  been  offered  to  me  I  think  1  should 
have  refused  to  present  it  to  any  official. 

Mr.  Eeed.  You  never  were  molested  in  any  camp  of  the  Tennessee 
Co.  in  any  way,  were  you  ? 

Mr.  Fitch.  I  have  not  been  in  any  Tennessee  camp  except  as  a 
guest  of  the  Tennessee  Co. 

Mr.  Baetlett.  Was  this  platce  where  you  were  denied  the  right  to 
remain  and  make  your  investigation  a  place  where  they  employed 
white  or  colored  labor  ? 

Mr.  Fitch.  Both. 
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Mr.  Bartlett.  The  fee  system  you  speak  of  is  where  the  prosecut- 
ing officers,  the  sheriffs  and  others,  who  are  officers  of  the  court 
before  which  parties  charged  with  criminal  offenses  are  tried,  are 
permitted  or  required  to  obtain  the  costs  of  the  prosecution,  when  the 
defendant  is  convicted,  from  the  fine  imposed  on  the  convicted  party. 
That  is  the  system,  is  it  not? 

Mr.  Fitch.  I  am  not  familiar  with  that  side  of  the  matter  at  all. 
As  I  say,  I  did  not  investigate  it.  I  believe  Mr.  Harrison  is  to  come 
before  the  committee,  and  he  knows  about  that.  . 

Mr.  Baktlett.  The  only  connection  that  the  convict  at  the  mining 
camp  would  have  with  it  would  be  this — I  do  not  know  what  the 
Alabama  law  is — that  they  are  permitted  to  hire  the  convict  out  tb 
mine  owners  at  a  certain  price,  and  that  money  is  appropriated  to  the 
payment  of  these  costs  and  fines.  I  suppose  that  is  the  usual  way.  I 
do  not  know  whether  that  is  the  Alabama  law  or  not. 

Mr.  Fitch.  That,  I  suppose,  is  the  case.  Of  course,  there  are  a 
great  many  offenders  who  are  in  for  a  considerable  term,  who  are 
serving  out  not  their  costs,  but  a  term  of  imprisonment.  The  State 
of  Alabama  is  making  money  off  those. 

Mr.  Bartlett.  That  is  a  law  which  they  have  abolished  and  which 
Georgia  did  abolish  ? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Let  us  go  back  to  Pittsburgh  a  moment.  I  understand 
you  to  say  that  many  of  these  immigrants  came  over  with  the  idea  of 
making  a  stake  and  going  home.    Is  that  correct? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Do  you  know  whether  they  do  that  to  a  considerable 
extent  or  not  ? 

Mr.  Fitch.  I  think  the  immigration  records  show  that  they  do. 

Mr.  Young.  Then  do  a  portion  of  them  remain  here  and  gradually 
improve  their  condition  and  get  into  better-paying  occupations  and 
send  and  bring  their  families  here  ? 

Mr.  Fitch.  I  think  so. 

Mr.  Young.  So  a  good  many  of  them  become  permanent  residents 
and  live  with  their  families  ? 

Mr.  Fitch.  Yes ;  eventually. 

Mr.  Young.  This  has  been  common  in  the  whole  history  of  immi- 
gration to  this  country,  even  from  the  northern  races,  has  it  not — that 
a  man  would  come  over  here,  earn  a  little  money,  and  later  send  back 
for  his  family  ? 

Mr.  Fitch.  I  think  the  immigration  records  show  that  the  older 
immigration  came  very  largely  as  families,  and  the  newer  immigra- 
tion is  coming  very  largely  as  single  men.  There  is  a  very  great 
distinction  in  that  respect.    Of  course,  single  men  of  the  older  immi- 

f ration  came  over  alone,  as  did  the  married  men  who  had  left  their 
amilies;  but  the  proportion  of  families  coming  over  together  with 
the  older  immigration  was  very  high  and  in  the  newer  immigration 
is  very  low. 

Mr.  Young.  That  is  true;  but  it  is  true  also  that  at  least  for  20 
years  it  has  been  a  very  common  thing  for  a  man  to  come  over  here, 
perhaps  married,  perhaps  not ;  if  married,  after  he  got  a  little  money 
he  sent  for  his  wife  and  children ;  if  unmarried,  he  sent  for  his  sisters 
or  brothers  and  brought  them  over  here. 
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Mr.  Fitch.  That  has  been  true  to  a  certain  extent  throughout  the 
history  of  immigration.  It  has  been  true  for  more  than  20  years 
that  the  proportion  of  single  men  coming  over  has  been  very  much 
higher  than  the  proportion  prior  to  that  time.  The  Immigration 
Commission  gives  the  date  of  1883  as  the  date  of  the  beginning  of 
what  they  call  the  new  immigration. 

Mr.  Young.  Immigration  from  the  south? 

Mr.  Fitch.  From  southern  Europe;  yes. 

Mr.  Young.  So,  notwithstanding  the  conditions  as  you  have  founi 
them  at  Pittsburgh,  considerable  numbers  of  these  people  steadily 
improve  their  condition,  find  it  better,  at  least,  than  it  was  in  the  olS 
country  from  which  they  came,  and  gradually  bring  over  these  fami- 
lies, and  the  second  generation  starts  out  on  a  higher  standard  of 
living  than  their  fathers? 

Mr.  Fitch.  I  think  that  is  true,  in  so  far  as  there  is  a  second  gen- 
eration. 

Mr.  Young.  So  that,  however  bad  the  situation  may  be  in  your 
opinion  as  the  facts  disclose,  it  is  one  that  has  a  hopeful  side  to  it, 
after'all? 

Mr.  Fitch.  I  would  hardly  say  there  is  a  hopeful  side  merely  be- 
cause men  who  are  now  coming  are  still  able  to  better  their  condi- 
tion. It  has  a  very  dark  side,  because  the  number  of  immigrants 
coming  yearly  is  so  great  that  the  proportion  of  unemployed  is  be- 
coming also  greater.  It  is  becoming  less  and  less  possible  for  the 
jobs  to  go  around ;  so  that  if  there  is  no  barrier  placed  to  the  immigra- 
tion that  is  coming  now,  I  can  foresee  a  time  when  conditions  in  this 
country  will  sink  to  the  European  level.  Then  immigration  will 
stop,  because  there  will  be  no  advantage. 

Mr.  Young.  You  do  not  think  they  have  done  that  yet? 

Mr.  Fitch.  Not  at  all. 

Mr.  Young.  Did  you  make  any  investigation  at  Pittsburgh  as  t» 
whether  these  employees  at  common  labor  were  saving  any  money 
and  depositing  it  m  savings  banks? 

Mr.  Fitch.  I  made  no  inquiry  as  to  that.  I  know  that  many  of 
them  are,  however. 

Mr.  Young.  You  know  what? 

Mr.  Fitch.  I  know  many  of  them  are  doing  that. 

Mr.  Young.  Do  you  know  whether  they  are  making  other  invest- 
ments ? 

Mr.  Fitch.  Occasionally  I  heard  of  a  man  who  was  making  other 
investments. 

Mr.  Young.  Among  the  men  employed  as  common  laborers  ? 

Mr.  Fitch.  That  statement  was  made  to  me.  I  never  have  talked 
with  a  common  laborer  who  was  making  other  investments.  I  am 
told  that  that  is  the  case. 

Mr.  Young.  Of  course,  much  of  this  information  you  have  givem 
us  is  as  to  matters  you  learned  from  conversation.  For  instance,  yom 
were  told  that  in  the  Tennessee  Coal  &  Iron  Co.  mines  you  would 
fare  worse  than  you  did  where  you  were? 

Mr.  Fitch.  I  had  rather  more  direct  information  than  that  that 
would  tend  to  support  my  statement,  which  I  am  not  at  liberty  to 
state. 

Mr.  Young.  I  am  not  finding  any  fault  with  your  stating  matters 
that  you  were  told. 
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Mr.  Fitch.  I  understand. 

Mr.  yoTJNG.  But  all  through  your  examination  a  portion  of  the 
facts  were  matters  that  you  learned  in  that  way  and  not  through 
actual  observation? 

Mr.  Fitch.  When  I  speak  of  conditions  of  labor,  I  am  telling  what 
the  men  have  told  me  who  are  experiencing  those  conditions. 

Mr.  YouKG.  And  what  you  have  seen  also? 

Mr.  Fitch.  Yes. 

You  have  asked  me  about  investments,  and  the  rumors  that  have 
?ome  to  me  as  to  some  indefinite  person,  not  named,  who  has  made  an 
investment,  are  a  very  much  more  remote  thing  than  the  other  infor- 
mation I  have  given  you. 

Mr.  Young.  You  made  no  special  inquiry  into  that  subject? 

Mr.  Fitch.  No. 

Mr.  Young.  You  did  not  try  to  ascertain  as  to  the  fact,  except  as 
it  came  along  incidentally? 

Mr.  Fitch.  That  is  true. 

Mr.  Young.  To  sum  it  all  up,  I  understand  that  the  purpose  of 
your  investigation  was  to  find  the  actual  condition  of  these  men  as 
they  lived  in  their  homes  or  boarding  houses  or  jjlaces  of  abode,  the 
wages  they  received,  etc.  That  is  what  your  investigation  intended  to 
include? 

Mr.  Fitch.  My  investigation  intended  to  include  chiefly  the  work- 
ing conditions  and  not  living  conditions.  I  have  tried  to  make  it 
clear  that  I  have  not  investigated  living  conditions  to  anything  like 
the  extent  I  have  investigated  the  working  conditions.  I  have  been 
in  the  homes  of  quite  a  number  of  common  laborers,  but  almost  inci- 
dentally, I  might  say.  I  went  repeatedly,  again  and  again,  into  the 
mills  and  earnestly  sought  for  men  in  the  mills  and  in  their  homes 
who  would  tell  me  about  working  conditions;  so  that  that  was  the 
main  thing  in  my  investigation. 

Mr.  Young.  That  is  all. 

Mr.  Beaix.  Have  you,  Mr.  Fitch,  ever  made  any  investigation  your- 
self or  made  a  study  of  the  question  from  authoritative  sources  as  to 
the  conditions  prevailing  in  other  countries  in  this  industry? 

Mr.  Fitch.  No.    In  this  industry? 

Mr.  Beall.  Yes. 

Mr.  Fitch.  I  have  made  some  inquiry  as  to  conditions  in  England 
and  some  little  as  to  conditions  in  Germany. 

]Mr.  Beall.  What  has  been  the  result  of  that  inquiry,  both  as  to 
character  of  labor  and  time  of  labor,  and  mode  of  living  of  those 
engaged  in  the  industry? 

Mr.  Fitch.  I  am  unable  to  give  you  information  as  to  all  of  that. 
From  what  I  have  been  able  to  learn,  working  conditions  in  Germany 
are  very  similar  to  those  in  this  country.  I  should  naturally  suppose 
that  the  worldng  force  is  more  homogeneous,  more  a  native  product 
than  labor  force  in  this  country,  though  I  have  no  information  on 
that.  I  should  expect  the  same  to  be  true  of  the  labor  force  in  Eng- 
land. 

I  know  nothing  as  to  how  they  live  in  either  country.  In  England 
I'  have  secured  rather  more  direct  information,  so  that  I  know  the 
Bours  of  labor  are  to  a  considerable  degree  shorter  in  the  iron  and 
steel  industry  than  in  this  country. 
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The  Chairman.  Is  labor  more  continuously  employed  there  ? 

Mr., Fitch.  I  could  not  say  as  to  that. 

The  Chairman.  How  do  you  account  for  this  very  great  uneven- 
ness  of  employment?    These  jobs  seem  to  be  ephemeral? 

Mr.  Fitch.  As  I  said  yesterday,  I  think  it  is  due  to  some  extent, 
to  a  great  extent  perha|)S,  to  the  increase  in  capacity  of  our  plants 
and  the  overbuilding  of  plants.  I  do  not  wish  to  be  understood  as 
criticizing  that  policy  as  being  one  intended  to  bring  about  such  re- 
sults. That,  I  judge,  is  due  very  largely  to  overhopefulness  that  re- 
sulted from  the  boom  times  of  1906  and  1907.  Gary,  for  example, 
was  planned  before  that,  and  was  built  during  that  period,  and  there 
was  great  expansion  during  all  that  period.  Plans  were  made  for 
new  plants  and  the  building  of  them  had  started.  That  building  has 
gone  on  since  then.  The  capacity  of  the  country  was  very  much  greater 
than  it  would  have  been  if  it  had  been  known  the  panic  was  to  come. 
That  hopefulness  was  based  in  great  degree,  however,  upon  the  ex- 
pectation of  securing  a  foreign  market,  and  no  one  hoped,  I  am  quite 
sure,  or  expected  that  for  many  years  the  demand  in  this  country 
would  be  sufficient  to  keep  the  mills  running.  They  expected  to  se- 
cure a  foreign  market. 

It  appeals  to  me  as  a  very  novel  situation — a  situation  very  difficult 
to  deal  with — that  we  are  building  plants  beyond  our  capacity,  that 
we  are  bringing  in  foreign  laborers  and  manning  these  plants  as  if 
they  were  to  be  worked  to  capacity,  and  then  that  we  are  obliged  to 
mamtain  conditions  similar  to  conditions  in  Germany  because  we 
must  do  that  in  order  to  compete  with  Germany  for  the  foreign 
markets  in  order  to  keep  these  mills  running.  So  we  have  a  contin- 
uous circle  here  and  you  can  not  stop  it  anywhere.  We  must  have  the 
foreign  market  in  order  to  keep  the  mills  running.  We  must  keep  the 
12-hour  day  in  order  to  make  it  possible  to  sell  steel  at  a  rate  "that 
will  enable  us  to  get  that  foreign  market.  And  we  are  constantly 
bringing  in  foreign  laborers,  to  become  in  six  months  American 
workmen,  who  must  be  protected  against  the  aggressions  of  the  for- 
eign manufacturers. 

Mr.  Young.  You  have  spoken  twice  of  bringing  in  foreign  labor. 
Do  you  know  that  the  Steel  Corporation,  for  instance,  is  sending  in- 
ducements out  to  these  men  to  come  here ;  that  they  are  bringing  them 
over  either  in  violation  of  the  contract  labor  law  or  by  some  induce- 
ment that  gets  around  it  ? 

Mr.  Fitch.  No  ;  I  do  not  think  the  Steel  Corporation  is  doing  that. 
I  used  the  expression  loosely. 

We  are  permitting  these  men  to  come,  and  having  come  we  seem 
to  think  it  is  incumbent  upon  us  to  keep  them  employed  at  any  cost, 
and  that  we  must  allow  a  12-hour  day  and  other  unjust  conditions 
to  continue  in  order  that  American  labor  may  be  employed,  which, 
after  all,  is  not  American  labor,  and  which  is  suffering  because  a 
short  time  ago  it  was  foreign  labor,  and  because  the  supply  of  foi^eign 
labor  is  constantly  increasing.  If  we  could  stop  this  circle  somewhere 
and  give  Aiherican  labor  a  chance  to  catch  up — stop  immigration 
until  there  were  jobs  enough  to  go  around  and  pay  no  attention  to 
foreign,  markets — then  we  might  possiblj'^  have  better  conditions  in 
this  country,  based  upon  competition  between  companies  instead  of 
competition  between  countries. 


2948 

Mr.  Danforth.  Do  you  think  native-bom  Americans  there  would 
do  this  kind  of  manual  labor  in  blast  furnaces  that  imported  labor 
does,  if  the  imported  labor  were  not  there  ? 

Mr.  Fitch.  I  do  not  know  as  to  that,  but  now  we  have  more  foreign 
laborers  than  are  necessary  to  run  these  furnaces.  I  think  we  have 
a  responsibility  to  these  men  because  we  have  let  them  come.  I 
would  recommend  stopping  this  stream  for  a  while,  until  we  can 
properly  take  care  of  these  men. 

Mr.  Danforth.  That  is  a  question  of  regulating  immigration? 

Mr.  Fitch.  Yes. 

Mr.  Danfohth.  And  not  regulation  of  the  steel  business  ? 

Mr.  Fitch.  No. 

Mr.  Danfokth.  I  do  not  know  whether  you  have  covered  this  mat- 
ter or  not — I  was  unfortunately  absent  this  morning — but  it  oc- 
curred to  me  yesterday,  when  you  were  discussing  the  stock-purchas- 
ing plan  under  which  the  employees  of  the  Steel  Corporation  can 
subscribe  for  stock,  that  you  objected  to  the  scheme  of  depriving 
these  men  of  their  liberty,  holding  them  in  restraint,  and  being  an 
added  preventive  against  their  exercising  their  right  of  free  speech 
and  free  organization ;  and  you  seemed  to  think,  as  I  understood  you, 
that  this  dividend  of  $5  per  year  extra  might  be  taken  away  from 
them  unjustly,  even  though  it  had  been  accruing  for  the  five  years? 

Mr.  Fitch.  It  is  possible  at  any  time  to  hold  that  back  and  not 
pay  it. 

Mr.  Danfokth.  That  was  one  of  your  reasons  against  the  plan? 

Mr.  Fitch.  Yes. 

Mr.  Danforth.  And  one  of  your  reasons  for  disapproving  it? 

Mr.  Fitch.  Yes. 

Mr.  Danforth.  Do  you  know  of  any  case  where  the  $5  or  the  $25 
divided  for  five  years  has  been  retained  or  kept  back  from  these 
employee  subscribers  of  stock,  imder  circumstances  which  appeared 
(o  you  to  be  xmjust? 

Mr.  Fitch.  No  ;  so  far  as  I  know,  it  never  has  been  kept  back. 

Mr.  Danforth.  Then  you  are  objecting  to  the  theory  of  the 
scheme  ? 

Mr.  Fitch.  Exactly. 

Mr.  Danforth.  If  you  Avere  going  to  organize  a  steel  corporation, 
or  if  you  were  going  to  manage  the  Steel  Corporation  now  it  is  or- 
ganized, you  would  have  some  other  scheme. 

Mr.  Fitch.  If  I  were  embarking  upon  a  scheme  that  I  called 
profit-sharing  I  Avould  try  to  have  it  on  such  a  basis  that  the  em- 
ployee would  ha\e  a  right  to  his  profits  because  he  is  employed  there, 
and  it  could  not  be  taken  away  from  him  because  he  had  done  some- 
thing that  might  seem  to  the  manager  to  be  inimical  to  the  interests 
of  the  company. 

Mr.  Danforth.  You  do  not  know  of  any  individual  cases  you 
could  cite  where  it  has  been  unjustly  retained? 

Mr.  Fitch.  No;  the  employees  are  not  independent  men.  They 
do  not  protest.  They  do  not  do  these  disloyal  things  that  I  think  are 
intended  in  that  resolution  or  in  the  rule,  where  it  says  absolutely 

Mr.  Danforth  (interposing).  They  do  get  their  $25? 

Mr.  Fitch.  They  do  get  theil-  $25,  those  who  are  able  to  buy  stock. 
I  said  it  was  not  a  profit-sharing  scheme.     Nobody  can  get  this  $25 
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who  is  not  able  to  buy  stock.  A  profit-sharing  scheme  should  include 
all  the  employees. 

Mr.  DANroETH.  You  would  hardly  expect  a  corporation  to  give  an 
opportunity  to  buy  stock  below  market  price  and  earning  whatever 
the  regular  dividends  are,  and  in  addition  to  receive  $5  per  year  for 
five  years  if  the  men  were  not  loyal  to  the  employment,  would  you  ? 
That  sifts  down  to  a  difference  of  opinion  between  you  and  the  man- 
agers of  this  corporation  as  to  what  is  a  reasonable  profit-sharing 
scheme. 

Mr.  Fitch.  I  would  not  say  that,  because  if  I  could  discuss  what 
is  a  profit-sharing  scheme  with  the  managers  of  this  corporation  for 
a  little  while  I  think  we  could  agree  that  this  stock-issuing  plan  is 
not  a  profit-sharing  proposition  at  all.  It  is  a  misnomer  to  call  it 
that.  It  is  a  scheme  for  selling  stock  at  a  low  rate,  and  it  is  a  very 
good  form  of  investment,  except  when  a  man  once  embarks  upon  it, 
if  he  wants  to  take  advantage  of  these  remarkable  earnings  on  his  in- 
vestment, he  knows  that  he  must  be  loyal.  He  knows  men  have  been 
discharged  for  protesting  against  conditions  that  they  considered 
unjust.  He  knows  that  that  is  quite  widely  felt  in  the  corporation 
to  be  an  act  of  disloyalty — — 

Mr.  Danfoeth  (interposing).  You  would  not  expect  the  disloyal 
employees  of  any  employer  to  receive  anything  beyond  their  day's 
wages,  would  you,  on  any  scheme  ? 

Mr.  Fitch.  That  raises  a  question  as  to  what  is  a  disloyal  em- 
ployee. 

As  regards  profit  sharing,  however,  there  is  a  man  named  Nelson, 
who  maintains  a  concern  at  Le  Clair,  111.  He  has  a  profit-sharing 
plan.  His  employees  have  a  right  to  the  profits.  His  employees  have 
struck  twice  since  the  profit-sharing  scheme  went  into  effect  and  have 
not  been  deprived  of  their  profits. 

Mr.  Young.  What  happens  under  his  scheme ,  if  the  business  is 
done  at  a  loss?  Does  the  laborer  forfeit  his  wages  under  that 
scheme  ? 

Mr.  Fitch.  I  would  not  think  the  employee  would  forfeit  his 
wages,  when  wages  are  not  a  part  of  the  profit  sharing.  His  stake 
in  the  property  is  very  small  as  compared  with  that  of  the  employer. 
He  has  an  additional  stake.  In  case  there  is  a  loss,  of  course,  he 
would  lose  that  profit,  but  I  am  sure  no  one  would  maintain  that  he 
.should  lose  his  wages  also.  The  president  of  the  company  would  not 
lose  his  salary  in  that  case. 

Mr.  Danfoeth.  Mr.  Brandeis,  in  his  very  brilliant  address  before 
this  committee,  stated  he  disapproved  entirely  of  the  pension  scheme 
on  the  ground  .that  it  also  tied  these  men  up  in  undue  bonds  to  re- 
tain their  loyalty  to  their  employer,  and  that  no  pension  scheme 
should  be  used  which  did  not  include  subscriptions  by  the  employees 
out  of  their  wages  to  go  into  the  fund.  He  based  his  argument 
largely  upon  facts  which  he  got  out  of  your  reports,  as  I  under- 
stand it. 

What  are  your  views  on  that  subject  ? 

Mr.  Fitch.  I  suppose  Mr.  Brandeis  meant  if  the  employee  con- 
tributed something  then  he  would  have  a  property  right  in  the  pen- 
sion, and  that  it  could  not  be  legally  taken  away  n-om  him.  - 

Mr.  Danfoeth.  He  may  have  meant  that,  but  he  did  not  say  that. 
He  said  this  scheme  was  not  a  pension  scheme  at  all ;  that  it  was.of 
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no  benefit  to  the  employees,  because  they  did  not  have  that  intereist  in 
it.  Suppose  the  employees  did  not  want  to  subscribe;  would,  you 
think  this  pension  scheme  which  now  exists  in  the  Steel  Corporation 
is  better  than  no  pension  scheme  at  all? 

Mr.  Fitch.  Perhaps  it  is.  I  am  not  ready  to  say  whether  or  not 
it  is.  I  do  think  this,  that  a  pension  scheme  in  any  concern,  can 
hardly  avoid  that  element  which  Mr.  Brandeis  mentions,  of  depriv- 
ing the  employee  of  his  full  freedom  of  action,  unless  the  pension 
exists  throughout  the  industry,  so  that  if  a  man  wants  to  quit  work 
for  the  Steel  Corporation  he  can  go  to  work  for  Jones  &  LaugMin 
and  still  have  his  right  to  the  pension.  That  would  bring  about  a 
condition  that  would  entirely  do  away  with  this  situation. 

Mr.  Young.  Eeceiving  the  same  pension,  to  which  the  Steel  Cor- 
poration would  contribute  half,  that  he  would  receive  if  he  continued 
in  its  employment? 

Mr.  Fitch.  I  am  not  speaking  of  a  fund  maintained  by  the  steel 
corporation.  The  fund  should  be  maintained  by  the  industry,  or, 
better  than  that,  should  be  maintained  by  the  State.  We  could  then 
do  away  with  this  thing  which  makes  a  man  who  has  been  working 
for  15  years  hesitate  to  protest  against  conditions  which  he  feels  are 
not  good,  because  he  thinks  that  in  5  years  more  or  10  years  more  he 
can  retire  on  this  pension,  if  he  is  good,  and  he  is  willing  to  put  up 
with  that  condition  that  he  knows  to  be  bad  for  5  or  10  years  more ; 
and  if  an  old  man,  especially,  he  will  put  up  with  it  for  a  number  of 
years  in  order  that  he  may  be  safe  in  his  old  age.  I  think  to  preserve 
American  liberty  we  need  in  some  way  to  make  it  possible  for  old 
men  who  have  spent  their  time  in  an  industry  to  have  an  assured 
income  of  some  sort,  and  not  to  deprive  them,  not  to  ask  them  to  run 
a  risk  of  losing  their  jobs  and  so  lose  their  stake  in  this  pension 
fund  if  they  express  an  opinion  that  conditions  are  bad  and  that 
they  would  like  to  see  them  improved. 

Mr.  Young.  You  favor  an  old-age  pension  paid  by  the  State,  the 
money  to  be  raised  by  taxation  generally? 

Mr.  Fitch.  I  am  merely  saying  that  the  State  should  control  it, 
and,  if  so,  the  situation  would  be  better.  I  am  not  ready  to  speak 
now  upon  the  general  subject  of  old-age  pensions.  If  the  State 
should  contribute  a  small  amount  and  require  the  employee  to  con- 
tribute and  the  employer  to  contribute  at  the  same  time,  the  situation, 
would  be  very  much  better — possibly  ideal. 

Mr.  D.vNFORTH.  Is  not  the  theory  of  pension  the  only  theory  that 
justifies  it — the  idea  that  it  is  a  deferred  payment  of  wages? 

Mr.  Fitch.  Possibly  that  is  the  theory. 

Mr.  Danforth.  Then  you  would  make  some  condition,  would  you 
not?  You  would  not  give  the  same  pension  to  the  man  who  had  been 
a  drunkard  and  shiftless  and  worked  half  the  time  that  you  would 
to  the  faithful  and  industrious  employee? 

Mr.  Fitch.  Oh,  no.  That  would  have  to  be  hedged  about  with 
restrictions,  and  a  man  would  have  to  be  a  bona  fide  workman  in 
order  to  get  a  workman's  pension. 

Mr.  Young.  He  would  have  to  comply  with  certain  reasonable 
rules? 

Mr.  Fitch.  Yes. 

Mr.  Danfoeth.  So  you  would  be  in  danger  of  running  up  against 
this  same  thing  that  you  are  objecting  to  now  ? 
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Mr.  Fitch.  You  are  always  in  danger,  under  the  point  which  you 
mentioned  yesterday,  of  running  up  against  something,  because  you 
give  up  your  liberties  to  a  certain  extent  when  you  enter  into  society ; 
but  if  all  of  society  is  concerned  in  this  thing,  in  the  long  run 
justice  will  be  done.  I  think  that  is  the  theory  of  a  democracy.  If 
the  State  had  some  stake,  if  the  State  had  contributed  something  to 
this  pension  fund  and  controlled  it,  in  the  long  run  I  think  justice 
would  pretty  fairly  be  done.  But  leaving  it  entirely  in  the  hands  of 
the  men  who  are  employers,  and  entirely  in  the  hands  of  the  men 
whose  interest  it  is  to  get  high  dividends  and  not  to  pay  high  wages, 
I  do  not  see  just  how  the  rightsof  the  working  men  are  protected. 

Mr.  Young.  I  see  what  you  refer  to ;  but  is  it  not  also  true  that 
too  great  an  eagerness  for  dividends — ^to  use  a  common  phrase, 
greed— pretty  largely  defeats  itself;  and  that  you  may,  perhaps,  be 
a  little  unfair  and  go  a  little  further  than  you  have  a  right  to  go, 
but  just  as  soon,  to  use  the  question  of  the  working  men  as  an  illus- 
tration, as  you  take  so  much  out  of  them  that  they  feel  they  are 
unjustly  used,  you  do  not  get  much  service?  Human  nature  will  bear 
only  about  so  much  before  it  rebels,  and  broadminded  and  wise  em- 
ployers appreciate  the  full  force  of  that,  and  that  to  some  extent — not 
completely,  but  to  some  extent — does  away  with  the  dangers  that  you 
apprehend  ? 

Mr.  Fitch.  Owing  to  the  conservatism  of  all  classes  of  working 
people,  the  hesitancy  to  change  one's  course,  it  would  be  a  long  time 
before  labor  can  protect  itself  to  such  an  extent  as. to  secure  justice. 

I  want  to  say  m  that  connection,  something  to  explain  a  statement 
that  I  made  yesterday,  that  the  Steel  Corporation,  on  account  of  its 
gi^eat  power,  constitutes  a  serious  menace  to  the  peace  and  well-being 
of  the  people.  They  have  done  the  things  you  have  tnentioned. 
They  have  carried  the  matter  beyond  the  limits  of  justice.  When 
the  employee  tries  to  protest  he  is  discharged  for  protecting.  After 
a  while  the  resentment  will  grow  so  keen  and  so  bitter  that  some- 
thing will  happen.  I  do  not  know  just  what  that  will  be.  But  it  is 
holding  men  down ;  it  is  a  denial  to  men  of  the  right  to  express  tliem- 
selves  and  to  have  something  to  say  about  the  conditions  under  which 
they  live  and  work  that  creates  the  greatest  sort  of  resentment  in  a 
community.  I  should  not  be  surprised  to  see  an  outbreak  after  a 
w^hile  in  steel  communities  as  a  result  of  that.  I  should  expect  it  to 
be  sporadic.  I  dould  not  and  should  not  expect  a  revolution  tft  take 
place  over  night.  You  never  can  arouse  the  American  workingman 
or  even  the  foreign  worldngman  in  this  country  to  widespread  vio- 
lence unless  he  has  beei»  bitterly  abused  and  for  a  long  time,  or  unless 
he  has  been  deprived  of  his  liberties  for  a  long  time;  but  keep  up 
that  policy  constantly,  and  I  do  not  like  to  think  of  what  may 
happen. 

The  country  has  lately  been  aroused  over  an  incident  where  labor- 
ing men  seemed  to  think  they  had  to  take  things  into  their  own 
hands.  None  of  us  can  think  of  that  occurrence  except  with  horror. 
None  of  us  can  do  other  than  condemn  in  the  strongest  terms  the 
action  that  those  men  took.  I  do  not  know  exactly  what  happened 
that  led  up  to  that  feeling.  There  is  violence  again  to-day  in  a  city 
in  Massachusetts  for  one  reason  or  another. 
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Mr.  Young.  That  is  a  very  different  thing  from  the  matter  to 
which  you  refer.  i,     x  j.i. 

Mr.  Fitch.  That  is  a  different  thing;  but  I  am  talking  about  the 
labor  conditions  in  the  United  States.  I  am  talking  about  what  may 
happen  in  the  steel  industry,  and  I  want  to  press  the  point  that  we 
are  considering  a  very  serious  situation,  and  we  are  not  considering  a 
matter  that  we  can  lightly  cast  aside,  or  that  we  can  afford  to  over- 
look. Even  if  the  claims  of  labor  are  unjust,  even  if  my  claims  are 
radical  here,  I  do  not  think  we  can  afford  to  overlook  the  proposition 
that  a  very  serious  situation  is  arising  because  of  the  denial  to  men 
of  full  freedom  of  expression.  I  want  to  say  that  the  time  will  come 
when  these  men  will  protest,  and  protest  violently,  unless  they  are 
given  somje  opportunity  to  express  themselves. 

Mr.  Young.  You  have  stated,  a  moment  ago,  that  men  had  been 
discharged  by  the  Steel  Corporation  because  they  protested.  Just 
what  do  you  mean  by  that  ?  What  did  they  do  that  they  were  dis- 
charged ? 

Mr.  Fitch.  Did  I  say  they  had  been  discharged  because  they  had 
protested  ? 

Mr.  Young.  That  is  what  I  understood  you  to  say. 

Mr.  Fitch.  Possibly  I  said  that.  I  do  not  know  of  a  man  being 
discharged  for  protesting. 

I  know  of  men  having  been  discharged  who  intended  to  protest — 
discharged  because  they  formed  a  labor  organization,  the  only  ma- 
chinery through  which  they  could  effectively  protest.  This  labor 
organization  was  formed  for  that  purpose,  and  for  no  other.  Every- 
body knows  that,  and  these  men  were  discharged  before  they  had  a 
chance  to  get  their  protest  in. 

Mr.  Young.  Do  you  mean  the  Steel  Corporation  has  discharged 
men  simply  because  they  joined  a  labor  organization? 

Mr.  Fitch.  Yes. 

Mr.  Young.  Where  did  that  occur? 

Mr.  Fitch.  That  occurred  at  Homestead  at  a  number  of  different 
times.    It  occurred  at  Gary  about  a  year  and  a  half  ago. 

The  Chairman.  Give  us  that  Gary  incident,  or  one  of  them. 

Mr.  Fitch.  One  with  which  I  am  particularly  familiar  is  that  of 
a  young  man  working  in  the  electrical  department — a  young  high- 
school  boy  from  a  town  in  Ohio.  I  talked  with  him.  He  was 
rather  a  clean-looking  young  American  boy.  He  had  been  carrying 
a  book  in  which  the  men  had  been  writing  their  names  down  be- 
cause they  wanted  to  join  an  electrical  workers'  union.  He  was 
acting  as  secretary  pending  a  formal  organization,  and  was  accept- 
ing their  dues  and  their  membership  fees.  He  had  been  doing  thai 
for  about  two  weeks  when  he  was  suddenly  discharged,  and  given  a 
slip  upon  which  he  was  told  to  go  to  the  office  for  his  pay.  Upon 
his  slip  were  written  the  words,  "  Union  agitator."  I  have  seen  that 
slip. 

I  would  like  to  say  here  that  I  do  not  think  the  officials  of  the 
United  States  Steel  Corporation  realize  the  foundation  they  are 
laying.  I  think  there  is  an  honest  difference  of  opinion  between 
myself  and  them  as  to  what  sort  of  philosophy  ought  to  prevail  in 
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industry  and  in  politics.  It  is  my  opinion  that  in  many  cases  un- 
wittingly— in  every  case  unwittingly — they  are  laying  the  foundation 
of  serious  unrest  and  possible  violence  in  this  country. 

Mr.  Reed.  Do  you  think  their  men  ape  disaffected  now  ? 

Mr.  Fitch.  I  know  they  are. 

Mr.  Reed.  As  a  whole? 

Mr.  Fitch.  It  is  diflScult  to  say  they  are  as  a  whole.  Many  are 
new  employees  who  have  not  yet  found  out  what  the  conditions  are  in 
the  industry.  Many  are  old  employees  who  have  made  up  their 
minds  to  accept  a  condition  where  they  do  not  dare  speak  freely  on  the 
street  or  talk  freely  with  their  neighbors  as  to  conditions  in  the  in- 
dustry. There  is  a  very  large  element  of  young  men  who  have  been 
in  the  industry  long  enough  to  know  what  the  condition  is  and  who 
have  not  yet  been  there  long  enough  to  have  their  spirits  killed,  who 
are  seriously  disaffected  and  who  have  told  me  that  they  can  see  no 
way  out  except  through  personal  violence. 

Mr.  Reed.  Dynamite,  you  mean  ? 

Mr.  Fitch.  One  man  said  to  me  he  expected  to  see  the  time  come 
when  he  would  have  to  carry  a  gun.  Another  man  or  others  who 
have  spoken  to  me  about  it  have  merely  said  "  violence  "  would  have 
to  take  place.     They  did  not  say  in  what  form  it  would  be. 

I  want  to  say  only  a  few  men  have  said  that  to  me.  Men  do  not 
usually  speak  freely  in  regard  to  things  of  that  sort. 

Mr.  Young.  Has  there  ever  been  a  time  in  this  country,  within  the 
last  50  years,  when  there  were  not  some  men  that  felt  and  talked  that 
way? 

Mr.  Fitch.  I  do  not  think  so.  I  think  it  is  rather  a  serious  thing, 
though,  and  it  is  worth  while  to  consider  whether  there  is  any  rea- 
sonable foundation  for  that  whenever  it  occurs. 

The  Chairman.  You  spoke  of  repression  of  unionism,  and  you  also 
mentioned  in  your  book  the  political  activity  of  the  concerns.  Do 
you  know  of  it  making  any  effort  to  control  its  employees  in  the  dis- 
charge of  their  duties  to  the  State  or  municipality  for  their  political 
followers  ? 

Mr.  Fitch.  I  have  reason  to  suspect  some  such  interference  in 
some  cases,. but  I  have  no  direct  knowledge  except  in  one  case. 

The  Chairman.  What  was  that? 

Mr.  Fitch.  It  was  in  1907  or  1908 — I  do  not  now  recall,  but  I  have 
it  in  my  book — when  there  was  a  campaign  on  in  Pennsylvania  for 
local  option  on  the  saloon  question,  and  a  considerable  number  of 
-•mperintendents  of  the  Edgar  Thomson  plant,  at  Braddock,  of  the 
Carnegie  Steel  Co.,  were  interested  in  this  campaign,  and  some  of 
them  were  making  public  addresses  in  favor  of  electing  to  the  legis- 
lature a  candidate  who  would  vote  for  the  local-option  law.  There 
were  other  candidates  at  the  same  time,  who,  naturally,  were  opposed 
to  this  local-option  law.  The  men  who  were  opposed  were  also,  it 
happened,  in  Allegheny  County,  favorable  to  the  reelection  of  Sen- 
ator Penrose  to  the  United  States  Senate.  I  have  received  direct 
information  that  a  meeting  was  called  of  the  superintendents — that 
is,  the  department  heads  of  the  Edgar  Thomson  plant — and  the  gen- 
eral superintendent  of  the  plant,  I  am  told,  read  to  them  a  message, 
which  he  said  came  from  headquarters  of  the  Steel  Corporation  in 


2954  UNITED    STATES    STEEL    COBPOKATION. 

New  York,  ordering  him  to  line  up  his  superintendents,  and  for 
them  to  line  up  their  employees,  for  the  Penrose  candidate  ana  ne 
issued  those  orders.  Some  of  the  superintendents  Protested  and  said 
they  had  already  committed  themselves  to  the  other  candidates  but 
they  were  told,  my  informant,  said,  that  they  ^^^.^ .l""^^ ^P.fJ^^^'^ 
their  support  of  those  candidates;  and  as  a  result  they  did  largely 
give  up  their  advocacy  of  the  local-option  candidates,  and  the  move- 
ment rather  slumped  in  that  vicinity,  and  the  anti-local-option  can- 
didates were  elected— I  should  say  nominated— this  was  a  campaign 
before  the  primaries  for  the'  nomination  of  candidates. 

The  Chaieman.  Your  informant  was  present  at  this  meeting  < 

Mr.  Fitch.  Yes ;  he  was  present  at  this  meeting. 

The  Chairman.  That  seems  to  be  all,  Mr.  Fitch.  We  are  very 
grateful  to  you  for  your  kind  and  patient  attendance  upon  the  com- 
mittee and  for  the  valuable  information  you  have  given  us. 

The  committee  will  now  stand  adjourned  until  next  Wednesday, 
February  7,  at  10  o'clock  a.  m. 

Thereupon,  at  12.45  o'clock  p.  m.,  the  committee  adjourned  until 
Wednesday,  February  7,  1912,  at  10  o'clock  a.  m. 


.  The  following  is  the  paper  which  the  committee  yesterday  re- 
quested Mr.  Fitch  to  furnish : 

THE  COST  or   LIVING   IN  PITTSBURGH. 

[A  paper  presented  by  Mrs.  Wood  S.  Worcester  at  tlie  meeting  of  the  central  council  of  the 
associated  .charities.  Meeting  Monday,  October  3,  at  .S.30  p.  m.,  at  the  chamber  of  com- 
merce, based  on  the  Investigation  of  exact  family  budgets  by  the  training  class  of  the 
associated  charities.] 

To  no  group  of  people  are  ideals  so  absolute  as  to  the  social  worker.  On  the 
other  hand,  there  is  no  body  of  workers  to  whom  the  challange  is  so  frequently 
thrown  down,  "  Give  us  facts ;  not  theory,  but  facts."  There  are  no  less  contro- 
vertible facts  than  those  that  deal  with  the  cost  of  living  in  a  community,  un- 
controvertible because  they  affect  the  public  as  a  whole  and  can  be  verified 
by  any  who  should  challenge  their  authenticity.  When  a  study  of  the  cost  of 
living  passes  over  into  a  discussion  of  a  fair  standard  of  living,  as  it  inevitably 
must  if  it  is  to  be  of  value,  that  very  combination  of  ideals  with  facts  fits  the 
social  worker  to  perform  his  services  with  intelligence,  and  at  the  same  time 
forces  upon  the  public  conclusions  from  which  there  is  no  escape.  When  the 
labor-union  leader  knows  positively  what  it  costs  to  live  in  a  community,  he 
knows  what  wages  his  fellows  should  receive,  and  the  public  will  support  him 
in  his  demand  for  a  living  wage.  When  the  charity  workers  know  how  much  a 
family  requires  weekly  to  keep  them  in  fit  physical  condition,  they  can  measure 
intelligently  the  adequacy  of  their  relief. 

We  all  know  that  the  cost  of  living  is  higher  than  it  ever  was  before  In 
this  country.  This  is  a  matter  of  common  knowledge,  of  common  experience. 
But  something  more  is  needed  than  this  general  information.  The  budgets 
collected  by  the  training  class  of  the  summer  school  give  us  that  accurate  and 
detailed  information  that  is  necessary  for  our  purposes.  These  studies  tell 
us  what  certain  families  are  actually  spending  in  Pittsburgh.  They  alone  do 
not  tell  us  what  it  costs  to  live,  for  there  is  a  difference.  We  must  not  fall 
into  the  too  common  error  of  thinking  that  because  a  thing  exists  or  because 
it  is  average  it  is  normal.  It  is  possible,  it  is  even  true,  in  many  communities 
that  the  average  standard  of  living  is  far  below  the  normal — that  is  It  is  a 
standard  so  low  that  individual  physical  Inefficiency  is  inevitable  and  conse- 
quently upon  that  is  racial  degeneracy  along  both  physical  and  moral  lines 

When  it  comes  to  a  discussion  of  what  constitutes  a  fair  standard  of  living 
for  workingmen,  the  snobbishness  that  seems  to  form  some  part  of  all  who  do 
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not  toil  with  their  hands  invariably  comes  to  the  surface.  We  hear  "But 
their  needs  are  not  our  needs — they  do  not  need  such  hoiDes  as  we  have,  such 
clothes  as  we  have,  such  pleasures  as  we  have."  Remember,  however^  that 
this  is  your  verdict,  and  not  the  worljingman's.  Do  not  expect  me  to  include 
autompblles  and  Turlilsh  rugs  as  necessities  for  the  laboring  man.  But  we 
must  insist,  I  think,  that  at  least  his  physical  wants  are  the  same  as  ours. 
Nature  is  not  a  snob.  She  I^nows  neither  ranlis  nor  classes.  Physiologically 
we  are  all  alike,  or  should  be,  are,  except  in  those  cases  where  chronic  under- 
feeding and  exposure  have  produced  physical  deterioration  which  we  recognize 
as  abnormal.  The  workingman  needs  at  least  as  much  food  as  the  rich 
man  and  as  good  food.  If  there  is  a  distingtion  It  is  in  favor  of  the  working- 
man,  but,  after  all,  his  physical  energy,  his  body,  is  his  only  asset.  He  must 
eat  in  order  to  work  and  work  in  order  to  eat.    That  is  his  story. 

The  cost-of-living  study  that  we  have  made  in  Pittsburgh  is  limited  in  scope. 
It  is  a  study  of  17  families — too  small  to  enable  us  to  generalize  upon  the  extent 
of  poverty  in  the  city,  yet  because  of  its  accuracy  a^jd  completeness  it  is  most 
helpfull  in  determining  what  it  costs  the  poor  man  to  live  here. 

In  regard  to  the  one  important  item— food— we  have  all  the  material  that 
is  needed  for  drawing  importarit  conclusions,  for  the  budget  of  1,000  families 
instead  of  17  would  only  tell  us  what  these  few  tell  us,  namely,  what  working- 
men  are  spending,  not  what  they  need  to  spend.  Even  then  We  would  be  forced 
to  seek  some  standard,  something  by  which  we  could  measure  and  determine 
how  much  food  the  human  body  needs. 

Thanks  to  the  late  Prof.  Atwater,  of  the  United  States  Department  of  Agri- 
culture, such  a  standard  has  been  given  us.  His  scientific  experiments,  which 
it  seems  to  me  are  the  most  valuable  contributions  that  have  been  made  to 
modern  sociology,  extended  over  a  period  of  many  years.  They  were  made  in 
various  sections  of  the  country,  among  aU  classes  of  people.  His  conclusions 
have  been  accepted  almost  universally  throughout  the  civilized  world  by  those 
interested  in  dietaries  and  in  the  standard  of  living.  He  has  expressed  his  con- 
clusions in  scientific  terms.  The  body  requires  certain  food  elements  for  perfect 
nutrition,  certain  quantities  of  proteid,  such  as  meat  and  egg  or  tissue-building 
carbohydrates  food,  certain  quantities  of  starchy  or  fat  producing  food  and 
fats  and  oils  for  heat-producing  food.  The  scientist,  like  nature,  is  never  a  snob. 
Atwater  recognized  the  fact  that  the  man  at  hard  muscular  work  needs  more 
food  than  the  man  or  woman  of  sedentary  occupation.  He  took  as  the  standard 
the  requirements  of  a  man  at  moderate  muscular  work.  Scientifically  expressed, 
this  is  115  grains  of  protein,  enough  starch  and  fat  to  produce  3,800  calories  of 
heat  energy  every  day.  What  do  these  figures  mean  in  plain  everyday  terms  of 
meat  and  potatoes?  When  we  can  convert  them  into  these  same  facts  we  have 
a  real  basis  for  determining  the  quantity  of  food  that  a  man  needs  which  must 
be  acceptable  to  all. 

A  theoretical  menu  or  dietary  that  contained  the  proper  nutritive  elements 
might  have  been  resorted  to  to  put  far  more  satisfactory  than  that  in  a  real 
dietary  of  some  institution  where  the  proper  food  requirements  are  met  and 
where  the  food  is  of  such  a  nature  that  its  cost  is  reduced  to  a  minimum.  In 
our  study  of  the  standard  of  living  made  for  the  Bureau  of  Labor  we  took 
the  dietary  for  one  week  of  a  prison  in  the  country  where  an  attempt  is  made 
to  feed  the  men  scientifically,  so  to  speak,  and  where  cheapness  is,  of  necessity, 
of  prime  importance.  From  this  prison  the  exact  quantities  of  the  various 
articles  of  food  given  to  each  man  were  available.  Atwater's  requirements  are 
practically  satisfied,  the  prison  being  only  a  trifie  low  in  protein.  It  is  a  simple 
and  easy  matter  to  find  the  cost  of  this  dietary  in  any  locality  by  simply  obtain- 
ing the  retail  prices  and  figures  and  the  cost  of  the  various  articles. 

In  Pittsburgh  In  1910  the  cost  was  found  to  be  $1.96.  In  Fall  River,  Mass., 
in  1909,  it  was  $1.78.  In  Atlanta,  Ga.,  In  1909  it  was  $1.73.  This  means  that  the 
cost  of  food  materials  alone  for  a  man  at  moderate  muscular  work  is,  in  Pitts- 
burgh to-day,  $1.96  per  week,  or  $0.28  per  day.  I  will  insert  the  menu  for  one 
day  in  this  prison  so  that  you  may  know  the  character  of  the  food  which  this 
sum  will  purchase : 

Breakfast.  Dinner.  Supper. 

WIsners.      Hominy.  Pork  and  beans.  Sliced  potatoes. 

Bread.     Butter.     Coffee.      Raw   onions.         Water.      Bread.    Butter.     Coffee. 
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The  raw  materials  of  such  fare  as  this  cost  $1.96  each  week  for  a  man  en- 
gaged in  moderate  muscular  work  such  as  street  cleaning,  for  example.  If 
he  is  engaged  at  hard  labor,  such  as  heavy  work  in  the  mills,  he  requires  a 
greater  quantity  of  food.  If  he  is  engaged  in  sedentary  work  he  requires  less. 
Women  need  less  than  men,  and  the  requirements  for  children  vaiy  with  age 
and  sex.  Atwater's  experiments  enabled  him  to  formulate  a  table  which  shows 
the  relative  quantities  of  food  required  by  individuals  of  different  age,  sex, 
and  occiipatioa.  Taking  the  man  at  moderate  work  as  a  unit  or  1.  The  man 
at  hard  work  requires  1.2  as  much — that  is,  his  food  would  cost  1.2  times  as 
much  as  the  man  doing  lighter  work.  A  woman  requires  O.S  as  much  as  a 
man.  Boys  from  15  to  16  requireas  much  as  men,  girls  of  that  age  O.S,  and 
so  on.  Knowing  the  constituency  of  our  family,  then,  it  is  a  simple  matter  to 
determine  the  quantities  of  food  required  in  that  family,  and  then  its  cost. 

Take,  for  example,  one  of  our  families  whose  budget  was  obtained  for  five 
consecutive  weeks.  There  were  nine  in  the  family — father,  mother,  and  seven 
children — ages  running  from  18  to  2.  The  father  was  1,  the  mother  0.8,  the 
oldest  boy  at  0.9,  the  girl  %t  0.7,  and  so  on.  It  was  found  that  the  nine  mem- 
bers of  this  family  were  equivalent,  as  far  as  food  requirements  go,  to  6.9 
men.  That  is,  their  food  would  cost  6.9  times  the  $1.96  or  $13.54  per  week. 
AVhat  did  our  budget  show  that  the  family's  food  really  cost?  Instead  of 
$13.54  it  was  $8/27,  or  $1.20  per  man  unit.  Take  another  family — father, 
mother,  and  five  children.  They  reduced  to  5.3  man  units.  They  should  have 
had  $10.38  to  spend  on  food.  Instead,  they  spent  $4.98,  not  even  half  enough 
to  purchase  what  the  convicts  were  getting  in  one  of  our  penitentiaries.  And 
remember,  if  you  please,  what  they  are  getting.  But  if  the  family  lived  on 
that,  why  trouble?  But  there  is  the  really  vital  point.  They  weren't  living. 
They  were  slowly  but  surely  starving.  That  is  the  simple  truth  which  was 
painfully  brought  to  our  attention.  This  latter  family  were  our  near  neighbors 
at  the  time  these  budgets  were  being  collected.  The  oldest  boy  became  too  ill 
to  work.  He  was  a  pale,  hollow-chested  youth  of  17.  There  seemed  to  be 
nothing  definite  the  matter  with  him,  only  weakness.  The  doctor's  verdict  was 
that  he  was  just  starved  out,  that  the  only  medicine  he  needed  was  food. 

In  all  of  our  budget  studies  we  found  only  six  families  who  were  spending 
as  mugh  as  this  minimum  sum  of  $1.96  per  man  unit  per  week.  There  were  11, 
or  65  per  cent  of  the  whole  number,  who  were  chronically  underfed,  and  they 
from  that  class  of  people  upon  whom  the  burden  of  doing  the  world's  heavy 
work  is  falling;  they,  above  all  others,  need  good,  nourishing  food  which  can 
be  converted  into  physical  energy.  We  recognize  this  first  prime  necessity 
with  our  beasts  of  burden.  We  do  not  need  cost-of-living  studies  to  force 
home  the  lesson  there. 

Now,  in  spite  of  the  fact  that  the  expenditures  of  most  of  these  families 
were  far  too  low,  the  sum  that  is  necessary  for  the  mere  maintenance  of  physi- 
cal health,  in  all  but  four  of  them  the  expenditure  for  food  alone  was  more 
than  50  per  cent  of  the  total  expenditure.  Spending  more  than  half  their 
income  ou  food  and  having  only  half  enough  to  eat. 

Three  of  the  17  families  could  not  pay  their  rent  when  it  fell  due.  The 
lowest  any  family  paid  for  rent  was  $6 ;  this  was  a  widow  and  three  children, 
who  occupied  only  two  rooms.  Others  were  paying  from  $8  to  $18.  There 
were  In  all  only  five  who  were  paying  less  than  $10  per  month. 

Only  four  of  the  families  were  saving  money,  and  these  were  the  small  sav- 
ings amounting  to  from  5  cents-  to  50  cents  a  week  collected  by  the  Penny 
Provident  Home  Savings  Fund  of  the  Associated  Charities.  Only  one  family 
spent  anything  on  recreation  or  amusement.  This  was  in  the  case  of  a  man 
who  went  on  an  annual  picnic. 

The  expenditure  for  clothing  was  abnormally  small,  due  to  the  fact  that  the 
budgets  were  obtained  during  the  five  weeks  of  midsummer,  when  the  need  for 
new  clothing  was  at  a  minimum.  This  holds  true  also  of  fuel,  some  of  the 
families  who  had  purchased  their  coal  in  a  large  quantity  showing  no  expendi- 
ture at  all  for  fuel  throughout  the  whole  study. 

All  but  six  of  these  families  had  a  small  expenditure  for  medicine.  Ten  of 
the  families  carried  some  insurance.  Eleven  spent  small  sums  ranging  from  4 
cents  to  36  cents  on  tobacco,  depending  upon  the  number  of  adult  males  in  the 
family.  Only  four  reported  expenditures  for  alcoholic  drinks,  the  lowest  a'  er- 
age  being  2  cents  and  the  highest  $1.16. 
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Whether  these  families  indulged  in  extravagances  not  recorded  here  is  really 
beside  the  question.  Those  expenditures  that  we  have  are  accurate.  Their 
budgets  were  collected  from  day  to  day  with  the  constant  supervision  of  mem- 
bers of  the  training  class.  We  do  not  know  their  incomes.  What  we  do  know 
and  what  it  is  important  for  us  to  recognize  is  that  17  families  in  Pittsburgh 
were  spending  from  $S  to  $21  a  week  on  necessities  and  that  65  per  cent  of 
these  were  underfed.  When  the  expenditures  for  food  and  clothing  go  up,  as 
they  invariably  must  as  winter  comes  on,  it  Is  safe  to  assume  that  the  expendi- 
tures for  food  will  be  smaller  still,  for  food  is  the  only  flexible  item.  Rent 
must  be  paid  or  a  landlord's  warrant  will  render  them  not  only  homeless  but 
deprive  them  of  every  stitch  of  furniture  that  they  possess. 

Let  us  take  what  investigators  into  the  cost  of  living  usually  consider  a 
normal  family — a  father,  mother,  and  three  children;  a  boy  13,  a  girl  11,  a 
girl  9.  Using  Atwater's  table,  this  family  of  five  reduces  to  5.7  man  units. 
Their  food  will  cost  them  $7.25  per  week,  or  $382  per  year.  Rent  can  not  be 
taken  at  less  than  $10  per  month  in  Pittsburgh,  for  although  there  are  a  small 
number  of  families  who  pay  less  than  that  the  majority  can  not  have  such 
houses  for  the  simple  reason  that  there  are  not  enough  to  go  around.  Many 
who  can  ill  afford  it  must  pay  more  than  this  sum.  As  has  been  said,  our 
budgets,  as  taken  in  the  summer,  are  incomplete  for  clothing.  It  can  not  be 
averaged.  We  must  have  data  for  the  whole  year.  Such  data  was  gathered 
by  us  in  Fall  River,  Mass.,  for  1909,  where  climatic  conditions  are  the  same  as 
here.  Prices  may  be  slightly  higher  here  now  than  they  were  there  last  year. 
We  will  not  err  greatly,  however,  in  using  these  figures  for  clothing,  obtained 
as  they  were  by  a  complete  study  of  the  expenditures  for  a  whole  year,  elimi- 
nating all  purchases  which  could  in  any  wa'y  be  considered  nonessential  or 
extravagant.  The  clothing  for  the  father  would  amount  to  $45  for  the  whole 
year ;  for  the  mother,  $34 ;  for  the  boy  of  13,  $30 ;  for  the  girl  of  11,  $25 ;  for 
the  girl  of  9,  $17 ;  or  a  total  of  $151  for  the  whole  family  for  the  year.  Fuel 
Tepresents  our  only  other  estimate  here.  We  can  not  use  the  Fall  River 
figures  for  anthracite  coal  is  used  here. 

In  Atlanta,  Ga.,  where  soft  coal  is  used,  the  winters  are  not  as  severe  as 
here.  Taking  the  quantities  used  there  at  the  retail  price  here,  $3  per  ton, 
fuel  would  cost  the  Pittsburgh  family  certainly  not  less  than  $25  per  year. 
Light,  using  kerosene  oil  rather  than  gas,  amounts  to  $6.25  a  year.  Sundries — 
that  is,  soap,  starch,  matches,  blueing,  washing  powder,  etc. — amount  to  25 
cents  a  week,  or  $13  a  year,  an  average  taken  from  the  budgets  here,  which 
agrees  with  our  figures  obtained  elsewhere.  Incidentals,  including  cooking 
utensils,  brooms,  pins,  buttons,  small  articles  of  household  furniture,  average 
50  cents  a  week,  or  $26  per  year ;  $18.50  a  year  for  a  family  of  this  size  for 
medicine  was  the  minimum  sum  adopted  by  us  after  a  study  of  a  far  larger 
number  of  families  than  we  have  here.  This  is  $2  per  year  less  than  the  sum 
would  be  if  averaged  from  our  present  data.  Any  standard  that  does  not  allow 
for  savings  must  allow  the  small  sums  almost  universally  spent  among  labor- 
ing people  on  industrial  insurance,  10  cents  a  week  for  adults  and  5  cents  for 
children  is  allowed.     This  makes  a  total  of  $18.20  per  year. 

An  allowance  of  10  cents  a  week  for  tobacco  is  seemed  necessary,  since  most 
workingmen  regard  it  as  a  necessity;  and  when  no  allowance  is  made,  the  ex- 
penditure inevitably  comes  out  of  the  food  supply.  It  is  believed  necessary 
to  allow  25  cents  a  week  to  the  family  for  recreation.  Out  of  this  must  come 
any  car  fare  that  is  spent,  for  it  is  assumed  that  the  father  will  live  near 
enough  to  his  work  to  walk.  Nothing  will  be  allowed  for  schoolbooks,  as  they 
are  furnished  children  in  the  public  schools,  although  Catholic  children  who 
attend  parochial  schools  must  purchase  their  own  books.  No  allowance  will 
be  made  for  church  or  charity,  although  again,  the  Catholic  families,  of  whom 
there  are  a  large  number  among  the  working  people,  must  regard  a  weekly 
church  contribution  as  almost  a  necessity  of  life. 

These  various  items  make  a  total  of  $768  per  year,  or  $14.78  a  week,  a  sum 
that  the  father  of  three  children,  a  usually  small  fAmily  among  laboring  peo- 
ple, must  spenH  on  the  dire  necessities  of  life.  This  means  that  the  working- 
man  must  receive  $2.50  every  working  day  in  the  year,  Sundays,  the  Fourth  of 
July,  and  Christmas  only  to  be  omitted,  if  he  is  to  be  the  father  of  three  chil- 
dren and  not  see  them  hungry  and  ragged  and  cold.  Surely  anything  less  than 
this  can  not  be  considered  a  living  wage  in  Pittsburgh. 


2958 


UNITED   STATES   STEEL.  CORPORATION. 


Father : 

1  suit $12.  00 

1  overcoat " 6. 00 

2  trousers 3.00 

Light  shirt 1.00 

6  colored  shirts 3. 00 

3  overalls 1.50 

Winter  underwear 2.  00 

Summer  undervyear 2.  00 

3  pairs  shoes 7.  00 

Socks 2.  50 

2  hats 3.00 

Collars : .50 

Neckties .  50 

Suspenders .  25 

Handkerchiefs .  30 

Barbering 1.  20 

45.  75 


Sons,  10,  11,  12,  13 : 

2  suits 10.00 

Overcoat 3.00 

4  trousers 2.00 

6  shirts ,1.80 

Underwear 1.00 

Hat .50 

Cap .25 

Neckties .25 

Suspenders . .25 


Mother : 

Icoat $5.00 

1  waist,  wool 1.60 

Iskirt,  wool 6.25 

4  gingham  dresses 3.80 

1  lawn  dress 1.45 

2 cotton  petticoats 1.00 

4  drawers .65 

2  suits  underwear 2. 00 

Summer  hat 2.00 

Winter  hat 2.00 

Stockings 2.00 

Shoes 4.00 

Handkerchiefs .  25 

Lisle  gloves .50 

Mittens .25 

Sateen  petticoat 1.00 

33.75 


Daughters,  10,  11,  12,  13 : 

Icoat ^ 2.00 

Iwool  dress 2.00 

5  gingham   dresses 3.  65 

1  lawn  dress .  75 

2  white  petticoats .  80 

2  flannelette  petticoats 1.00 

4  drawers .40 

Underwear  .50, 

Summer  hat 1.00 
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Committee  on  iNyESTioATioN  of  the 

United  States  Steel  Corporation, 

House  of  Representatives, 

Wednesday,  February  7,  1912. 

The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chairman) 
presiding. 

Mr.  Reed.  Mr.  Chairman,  before  the  witness  for  to-day  is  sworn,  I 
would  like  to  say  that,  as  the  committee  has  very  kindly  oflFered  us 
the  chance  to  produce  witnesses,  or  suggest  witnesses  to  be  called, 
on  one  subject  or  another,  it  has  occurred  to  us  that  we  would  like 
to  have  a  witness  called  to  give  the  corporation's  side  of  this  labor 
question;  and  I  would  suggest,  if  it  suits  the  convenience  of  the  com- 
mittee, that  Mr.  Percival  Roberts,  jr.,  who  has  already  been  before 
the  committee,  has  full  information  on  that  subject,  and  might 
enlighten  the  committee  to  some  extent  on  conditions  from  the  view- 
point of  the  corporation. 

The  Chairman.  I  shall  be  glad  to  hear  from  him. 

Mr.  Danforth.  I  think  it  would  be  most  entertaining. 

Mr.  Bartlett.  Is  Mr.  Roberts  in  New  York  ? 

Mr.  Reed.  I  think  he  is  in  Philadelphia  now,  but  he  could  be  here 
on  the  14th  or  15th,  if  either  of  those  days  would  suit  the  convenience 
of  the  committee. 

The  Chairman.  As  far  as  the  committee  is  concerned,  I  shall  have 
to  see  the  investigators  of  the  committee,  but  I  think  we  could  hear 
him  earlier  than  that. 

Mr.  Reed.  I  do  not  know  whether  his  arrangements  woidd  permit 
him  to  come  here  conveniently  much  before  that,  Mr.  Chairman. 

The  Chairman.  What  day  of  the  week  is  that  ? 

Mr.  Reed.  A  week  from  to-day  will  be  the  14th.  Of  course,  that 
is  subject  to  the  convenience  of  the  committee,  however. 

The  Chairman.  We  will  endeavor  to  suit  his  convenience.  I  think 
we  might  hear  him  on  that  date.  I  can  tell  you  in  a  few  minutes.  I 
will  let  you  know  at  the  luncheon  hour.  I  am  pretty  sure  there  is 
nothing  for  that  day. 

As  soon  as  we  finish  this  labor  question,  which,  I  think,  will  be  this 
week,  by  Saturday,  we  ought  to  get  through  with  it,  with  the  excep- 
tion of  such  witnesses  as  the  corporation  may  choose  to  call.  Then 
we  will  take  up  this  transportation  matter. 

STATEMEliTT  OF  SHELBY  M.  HAREISON. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  In  connection  with  what  Mr.  Reed  has  just  said  I 
have  tried  to  be  especially  careful  in  going  into  this  very  question  not 
to  produce  witnesses  who  have  had  an  obsession  on  the  subject  or  who 
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were  prejudiced  or  who  had  any  grievance  against  the  corporation, 
because  I  hope,  above  all  things,  to  present  a  cool,  unimpassioned 
accrunt  of  this  condition  as  it  exists. 

Whan  Mr.  Fitch  was  on  the  stand  he  said  something  about  having 
submitted  his  book  and  other  papers  from  which  he  quoted  and  from 
which  Mr.  Brandeis  quoted  to  the  Steel  Corporation  and  its  officials. 
Do  you  know  whether  your  report,  about  which  I  shall  ask  you  later, 
was  submitted  to  the  Steel  Corporation  and  its  officials  ? 

Mr.  Harrison.  I  do.  It  is  the  policy  of  the  magazine.  Of  course, 
as  you  know,  one  of  the  editors  of  the  magazine  is  a  man  who  was  a 
director  of  the  Pittsburgh  Survey  under  which  these  other  investiga- 
tions were  made,  Mr.  Fitch's  being  one. 

It  is  the  policy  of  both  the  magazine  and  the  Pittsburgh  Survey  to 
submit  any  articles  or  manuscripts  for  books  which  would  be  critical 
of  any  particular  company  oi  particular  person  to  that  person  or 
company  before  publication,  for  several  reasons,  one  being  to  give 
an  opportunity  for  the  person  or  company  criticized  to  correct  any 
misstatement  of  fact. 

The  purpose  of  the  investigation  was  to  correct  conditions  that 
might  be  viewed  by  the  public  as  unwholesome.  It  would  not  be 
working  along  any  scientific  method  toward  the  solution  of  these 
problems  if  a  misstatement  of  the  problem  were  made.  So  the  first 
purpose  of  the  Survey  was  to  be  sure  of  its  facts. 

It,  of  course,  did  not  always  expect  the  people  to  whom  the  manu- 
scripts were  submitted  to  agree  with  the  interpretation  of  the  facts 
or  with  the  conclusions  drawn  from  the  facts.  That  was  a  matter  of 
opinion.  It  did  expect,  however,  that  the  people  to  whom  the  manu- 
scripts were  submitted  would  agree  to  facts  which  were  facts  and 
which  they  could  not  disprove. 

So  Mr.  Fitch's  manuscript  for  his  book  was  submitted  to  the  presi- 
dent of  several  of  the  subsidiary  companies  in  the  Pittsburgh  district 
who  were  directly  mentioned  in  the  book  or  in  the  manuscript.  I  am 
of  the  opinion  that  it  was  submitted  to  some  of  the  New  York  men. 
I  am  not  quite  sure  of  that.  I  know  that  in  his  recent  articles  they 
have  been  given  to  Mr.  Boiling  in  the  New  York  office. 

My  article  in  manuscript  form  was  submitted  to  George  Gordon 
Crawford. 

The  Chairman.  Who  is  he  ? 

Mr.  Harrison.  He  is  president  of  the  Tennessee  Coal,  Iron  & 
Kailroad  Co.;  to  Mr.  George  B.  McCormick,  president  of  the  Ala- 
bama Coal  Operators'  Association;  Mr.  James  G.  Oakley,  president 
of  the  Board  of  Convict  Inspectors  of  Alabama,  and  a  number  of 
other  people  who  would  view  it  from  a  dL^erent  side.  These  were 
eniployers. 

Of  course,  I  submitted  it,  then,  to  the  men  who  might  know  the 
prison  and  crime  problem  purely  from  a  crime-problem  side  and  not 
from  a  labor  side. 

The  Chairman.  I  believe  Mr.  Cabote,  a  large  stockholder  of  the 
Steel  Corporation,  vdshed  to  circulate  this  story  merely  to  the  various 
stockholders  of  the  corporation,  did  he  not  ?  Do  you  know  what 
luck  he  had  in  that;  what  e.  ort  was  made  to  acquaint  the  stock- 
holders of  the  Steel  Co.  with  tnis  condition  of  alTairs,  as  recited  by 
Mr.  Fitch  and  yourself  ? 
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Mr.  Harrison.  I  understand  that  Mr.  Charles  M.  Cabote,  a  stock- 
holder of  the  Steel  Corporation,  wished  to  circulate  an  article  which 
Mr.  Fitch  published,  or  which  was  published  in  the  American  Maga- 
zine about  a  year  ago,  I  think  it  was,  this  coming  April. 

The  Chairman.  Touching  these  same  labor  conditions  ? 

Mr.  Harbison.  Yes;  it  was  really  the  gist  of  his  book.  I  under- 
stand Mr.  Cabote's  idea  was  that  he,  as  a  stockholder,  felt  that  he 
should  be  interested  in  the  process  by  which  his  dividends  were  made ; 
and  he  felt  that  all  other  stockholders  should  also  be  interested,  and 
for  that  reason  he  wished  to  circulate  that  article  among  the  stock- 
holders. 

I  only  know  from  what  has  been  told  me  that  there  was  an  under- 
standing by  which  Mr.  Cabote  was  to  receive  a  hst  of  the  stockholders 
and  circulate  it  among  them,  and  that  later  he  was  not  given  the  list, 
and  that  he  brought  suit  for  it  and  won  his  suit. 

Mr.  Reed.  Who  told  you  that  ? 

Mr.  Harrison.  That  was  newspaper  report,  and  we  presented  that 
in  the  columns  of  our  magazine,  and  there  has  been  no  contradiction 
of  that  statement  that  I  know  of. 

The  Chairman.  Who  are  connected  with  this  Charities  Publication 
Committee?  Who  are  the  people  who  are  behind  this  matter  for 
whom  you  are  working ;  do  you  Know  ? 

Mr.  Harrison.  The  Charities  Publication  Committee  is  a  national 
committee  composed  of  men  who  represent  a  good  many  types  of 
interests. 

For  instance,  there  are  social  workers,  large  employers,  capitalists, 
lawyers,  college  professors 

The  Chairman.  Do  you  know  the  names  of  them  ?  Can  you  give 
us  a  list  of  them  ? 

Mr.  Harrison.  I  do  not  know  whether  I  could  name  them  all  off. 

The  Chairman.  I  believe  you  have  them  here. 

Mr.  Harrison.  The  list  is  there  in  that  pamphlet,  of  course. 

The  Chairman.  Just  take  the  pamphlet,  please,  and  give  us  the 
names. 

Mr.  Harrison.  Robert  W.  De  Forest,  chairman,  New  York.  Other 
members  of  the  committee:  Jane  Addams,  Chicago ;  Ernest  P.  Bick- 
nell,  Washington;  Robert  S.  Brewster,  New  York;  Charles  M.  Cabot, 
Boston;  0.  K.  Gushing,  San  Francisco;  Edward  T.  Devine,  New 
York;  Arthur  F.  Estabrook,  Boston;  Lee  K.  Frankel,  New  York; 
James  M.  Glenn,  New  York;  William  Guggenheim,  New  York;  Wil- 
liam E.  Harmon,  New  York;  Joseph  Lee,  Boston;  Julian  W.  Mack, 
Washington;  Simon  N.  Patten,  Philadelphia;  Jacob  A.  Riis,  New 
York;  Graham  Taylor,  Chicago;  S.  W.  Woodward,  Washington; 
Frank  Tucker,  treasurer.  New  York;  Paul  U.  Kellogg,  secretary, 
New  York. 

The  Chairman.  Have  you  ever  made  a  personal  investigation  of 
the  labor  conditions  in  any  subsidiary  of  the  United  States  Steel 
Corporation  ? 

Mr.  Harrison.  I  investigated  the  handling  of  criminals  in  the 
State  of  Alabama,  and  it  touched  on  the  labor  conditions  in  the 
Tennessee  Coal  &  Iron  Co.,  inasmuch  as  they  hire  some  city  and  county 
convicts. 

The  Chairman.  Under  what  auspices  were  you  acting  at  that  time? 

Mr.  Harrison.  Under  the  auspices  of  the  Survey  Magazine. 
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Mr.  Reed.  Did  you  say  that  they  "hired"  convicts,  or  that  they 
hire  them  now? 

Mr.  Harrison.  At  the  time  I  made  my  investigation  they  had  in 
their  employ  State  and  county  convicts. 

Mr.  Keed.  There  has  been  a  change  in  that  situation,  has  there  not  ? 

Mr.  Harrison.  I  understand  there  has  been.  I  have  not  got  that 
from  my  own  investigation,  however. 

The  Chairman.  What  time  were  you  down  there,  Mr.  Harrison? 

Mr.  Harrison.  In  May  and  June  of  last  year. 

The  Chairman.  What  number  of  convicts  were  then  in  the  employ 
of  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Harrison.  They,  of  course,  vary  almost  from  day  to  day, 
because  as  fast  as  men  are  convicted  they  are  brought  into  the  camp, 
and  of  course  men  are  continually  serving  out  their  time  and  going 
away,  but  the  average  was  about  360  State  convicts  and  240  county. 

Mr.  McGiLLicuDDY.  Did  the  witness  fix  the  time  of  this  ? 

Mr.  Harrison.  In  May  and  June. 

Mr.  McGiLLicuDDY.  Of  last  year  ? 

Mr.  Harrison.  Of  last  year,  1911;  yes,  sir.' 

The  Chairman.  How  many  of  the  convicts,  county  and  State,  were 
there  who  were  employed  in  all  the  mines  about  at  that  time  ? 

Mr.  Harrison.  For  the  last  five  years  the  total  number  of  convicts 
in  the  State,  the  average  per  year  throughout  the  State,  was  about 
2,500  State  convicts  and  700  county  convicts.  About  200  of  these 
were  men  who  were  not  able  to  work,  mostly  tubercular  convicts,  who 
were  in  the  prion  at  Wetumpka,  which  is  practically  a  tuberculosis- 
camp,  leaving  3,000,  and,  roughly,  1,500  of  those  were  contracted  out 
into  the  coal  mines,  which  means  they  went  into  the  Birmingham  dis- 
trict, because  that  is  where  all  the  coal  mines  are  located. 

The  Chairman.  What  per  cent  of  this  1,500  who  were  utilized  as 
miners  did  the  Tennessee  Coal  &  Iron  Co.  secure  at  the  time  you  were 
there  ? 

Mr.  Harrison.  Three  hundred  and  sixty  and  240  makes  600;  600 
would  be  40  per  cent  of  1,500. 

Mr.  Beall.  Did  the  1,500  represent  the  State  and  county  convicts  ? 

Mr.  Harrison.  Together;  yes. 

Mr.  Bartlett.  Let  us  understand  right  here  what  you  mean  by 
State  convicts  and  county  convicts. 

Mr.  Harrison.  The  distinction  is,  at  least  it  is  supposed  to  be,  that 
the  State  convict  is  a  man  who  has  committed  a  more  serious  crime 
than  a  county  convict,  a  felony,  whereas  a  county  convict  is  a  mis- 
demeanant. 

Mr.  Bartlett.  The  county  convicts  are  those  who  are  tried,  prob- 
ably in  the  inferior  courts  for  misdemeanors  or  small  grade  felonies, 
and  the  State  convicts  are  those  who  are  tried  in  the  courts  havinw 
exclusive  jurisdiction  of  felonies,  or  where  people  are  convicted  ot 
felonies  in  the  higher  courts. 

Mr.  Harrison.  That  is  my  impression.  I  am  not  certain  of  the 
legal  side  of  the  matter  entirely.  I  know  that  the  county  convicts 
are  men  who  are  convicted  of  lesser  crimes. 

The  Chairman.  Of  lesser  crimes  than  a  felony? 

Mr.  Harrison.  Of  lesser  crimes  than  a  felony;  yes. 

Mr.  Bartlett.  State  convicts  are  those  that  are  sentenced  by  the 
court  to  the  penitentiary  or  to  such  pubUc  works  as  the  superintendent 
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of  the  penitentiary  or  those  having  charge  of  it  may  direct,  and  the 
county  convicts  are  those  who  are  hired  out — I  suppose  that  is  so  in 
Alabama;  it  has  been  so  in  Georgia — by  the  county  authorities,  who 
are  convicted  and  subjected  to  the  payment  of  a  fine  or  alternative 
imprisonment.     Is  that  about  right  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  And  in  the  first  case  the  State  gets  the  pay  or  the 
hire,  and  in  the  other  it  goes  to  the  county  authorities  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Eight  at  this  point,  speaking  of  the  offenses  for 
which  these  county  convicts  are  sent  up :  It  is  an  offense  punishable 
by  fine  or  imprisonment,  is  it  not,  to  do  such  things  as  shooting  or 
hunting  or  gaming  or  card  playing,  playing  at  cards  or  dominoes 
or  racing,  whether  for  money  or  not,  on  the  Sabbath  day.  Those 
are  offenses  punishable  by  a  fine  of  from  $10  to  $20  or  imprisonment 
in  the  State  of  Alabama  ? 

Mr.  Harrison.  If  you  are  reading  the  statement  I  made  there? 

The  Chairman.  Yes. 

Mr.  Harrison.  That  is  true.  I  have  not  all  of  that  quite  at  my 
fingers'  ends.     That  statement  is  true. 

The  Chairman  (reading) .  Any  person  or  persons  who  play  or 
engage  in  the  plajring  of  any  baseball,  or  foot  oall,  or  tennis,  or  golf 
on  Sunday  in  any  public  place  where  people  resort  for  such  purposes, 
is  guilty  of  a  misdemeanor  and  may  be  fined  from  $20  to  $50  ? 

Mr.  Harrison.  That  is  true. 

The  Chairman.  It  is  against  the  law  to  walk  on  the  right  of  way 
of  a  railroad  ? 

Mr.  Harrison.  I  understand  that  men  have  been  arrested  and 
sentenced  to  prison  for  doing  that  in  the  past,  but  that  the  authorities 
have  been  a  little  more  lenient  in  the  last  year  or  two  because  of  one 
very  unfortunate  incident  where  a  small  boy,  or  a  young  boy,  had 
been  arrested  for  trespassing  on  the  railroad  track,  and  sent  up  for 
60  days;  and  he  was  sent  to  the  mine.  He  knew  nothing  of  mining, 
and  nothing  of  its  dangers,  and  he  got  in  the  way  of  a  car  and  had  his 
leg  cut  off,  and  was  crippled  for  life  for  this  very  small  offense.  That 
has  been,  so  I  am  told,  more  or  less  of  a  lesson,  and  they  have  been  a 
little  less  strict  in  enforcing  that  law  since. 

Mr.  Bartlett.  Do  you  mean  that  the  misdemeanor  convicts  in 
Alabama,  the  county  convicts,  as  you  have  designated  them,  were 
worked  in  the  mines,  Mr.  Harrison  ? 

Mr.  Harrison.  I  do. 

The  Chairman.  There  was  an  accident  occurred  in  one  of  those 
mines  a  short  time  ago,  was  there  not  ? 

Mr.  Harrison.  Yes;  there  was  an  explosion  at  the  Banner  Mine. 

The  Chairman.  Was  anybody  hurt  ? 

Mr.  Harrison.  One  hundred  and  twenty-three  men  were  killed. 

The  Chairman.  Were  any  of  these  the  county  convicts,  sent  up 
for  these  petty  offenses,  like  playing  golf  on  Sunday,  walking  on  the 
railroad  tracks,  and  so  on  ? 

Mr.  Harrison.  I  have  a  statement  here  of  the  percentage.  Per- 
haps I  might  best  read  that  paragraph : 

Last  April  123  negro  convicts  working  in  the  Banner  Mine,  operated  at  that  time  by 
the  Pratt  Consolidated  Coal  Co.,  were  instantly  killed  by  an  explosion.  Seventy-two 
of  the  convicts  were  from  Jefferson  County,  in  which  Birmingham  is  located;  21  out  of 
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the  72,  or  30  per  cent,  were  convicted  of  offenses  so  minor  that  their  sentences,  aaide 
from  costs,  did  not  exceed  20  days— mainly  for  carrying  concealed  weapons,  gaming, 
assault,  vagrancy,  or  violating  the  prohibition  law.  Five  others  were  serving  sentences 
of  30  days,  and  1  man  was  within  3  days  of  his  release  when  he  was  killed.  Another 
had  been  convicted  only  5  days  before  the  explosion.  One  hundred  and  twenty-three 
persons  in  the  custody  of  the  State,  without  voice  as  to  the  nature  of  their  work,  lost 
their  lives  in  serving  their  sentences.  ,;■-, 

Those  were  county  convicts.  That  gives  some  indication  of  the 
type  of  the  offenses. 

Air.  Bartlett.  It  is  true  that  in  a  majority  of  these  cases  of  what 
you  call  misdemeanor  convicts,  they  are  sentenced  to  pay  a  fine,  or, 
in  default  thereof,  to  be  punished  as  they  are  punished  ? 

Mr.  Haeeison.  Yes. 

Mr.  Baetlett.  The  fine  is  imposed;  and  in  default  of  that  they 
must  work  it  out  ? 

Mr.  Harrison.  They  must  work  it  out;  yes. 

Mr.  Bartlett.  In  the  mines,  according  to  the  law  of  Alabama? 

Mr.  Harrison.  Yes.  You  understand  that  not  all  men  are  sent 
to  the  mines,  however? 

Mr.  Baetlett.  That  is  what  I  am  trying  to  get  at. 

Mr.  Haeeison.  No.  I  say  that  50  per  cent  of  the  convicts  are 
sent  to  the  coal  mines,  and  that  some  of  them  are  sent  to  the  tur- 
pentine camps.  The  State  has  a  farm  where  it  has  a  couple  of  hun- 
dred, and  they  have  a  stove  factory  where  some  of  them  are  employed. 
:  Mr.  Baetlett.  The  same  conditions  exist' in  the  District  of  Colum- 
bia here  to-day.  The  misdemeanor  convicts,  convicted  in  the 
police  court — this  came  out  in  an  investigation  before  the  Appro- 
priation Committee,  upon  a  question  asked  by  myself — the  misde 
meanor  convicts  in  the  police  court  of  the  District  of  Columbia, 
whether  convicted  of  violating  the  ordinances  of  the  city  of  Wash- 
ington— for  drunkenness,  disorderly  conduct,  or  any  minor  offense — 
are  sent  down  to  the  same  prison  and  work  together  with  the  same 
prisoners  who  are  convicted  in  the  District  of  Columbia  court  for 
felonies.  That  is  so  in  this  District,  right  in  the  shadow  of  the 
Capitol. 

The  Chairman.  They  ought  to  start  a  whipping  post  in  this 
District. 

Mr.  Baetlett.  I  just  called  attention  to  that,  that  that  is  so 
right  in  tliis  District. 

Mr.  Youin'G.  The  gentleman  who  wanted  to  start  the  whipping 
post  is  no  longer  a  Member  of  Congress.     [Laughter.] 

Mr.  Baetlett.  I  do  not  know  whether  there  are  any  special  con- 
ditions that  exist  here,  but  it  is  a  fact  that  that  is  done  in  the  Dis 
trict  of  Columbia  to-day. 

Mr.  Haeeison.  I  see. 

The  Chairman.  How  ai-e  these  convicts  sent  up  for  misdemeanors 
procured?  In  what  way  are  they  obtained?  How  does  the  Ten- 
nessee Coal  &  Iron  Co.  and  these  other  companies  get  hold  of  them? 
That  is  what  I  want  to  know. 

Mr.  Harrison.  The  contracts  are  advertised,  and  the  companies 
bid  for  them.     They  are  let  to  the  highest  bidder. 

The  Chairman.  These  people  are  just  put  up  and  sold  to  the  high- 
est bidder? 

Mr.  Haeeison.  They  contract  for  the  convicts  for  a  certain  length 
of  time,  and  they  take  all  that  the  county  has;  that  is,  of  course,  they 
keep  coming  as  fast  as  they  are  convicted. 
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The  Chairman.  They  agree,  in  advance,  to  take  the  supply,  what- 
ever it  may  be  ? 

Mr.  Harrison.  They  do. 

The  Chairman.  No  matter  what  they  are  convicted  for,  how  long 
or  how  short  the  term,  if  they  have  any  term  of  imprisonment,  they 
take  them  and  work  out  that  term,  is  that  it  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Whether  they  are  old  or  young,  black  or  white, 
convicted  of  a  felony  or  anything  else  ? 

Mr.  Harrison.  Yes. 

l"he  Chairman.  How  do  they  get  these  people  into  these  mining 
camps  ?  Does  the  State  or  the  county  send  them  there,  or  do  they  get 
them? 

Mr.  Harrison.  The  State  brings  the  State  convicts,  and  mining 
camps — the  companies — send  a  man  to  the  county  seat  where  a  man 
is  convicted,  and  bear  the  expense  of  the  man,  of  course,  that  they 
send,  and  the  convicts  to  the  camp,  and  upon  his  release  they  send  him 
back  to  his  county  seat,  bearing  the  expense,  and  sending  a  man  with 
him. 

The  Chairman.  After  these  people  are  procured  and  gotten  into 
these  camps,  how  are  they  retained  there  ? 

Mr.  Harrison.  Of  course  they  have  a  prison,  something,  at  least, 
that  is  called  a  prison,  with  a  wall  around  it.  The  men  are  kept  in 
prison  when  they  are  not  at  work.  When  they  are  at  work,  they 
are  in  the  mines,  where  the  guarding  is  very  easy,  and  escape  is 
rather  difficult  there. 

The  Chairman.  How  do  they  get  work  out  of  these  convicts  ?  Do 
they  keep  them  in  there  for  so  many  hours  ? 

Mr.  Harrison.  The  State  officials  divide  the  convicts  into  four 
classes,  based  on  their  physical  condition.  The  men  in  the  first 
class,  who  are  supposed  to  be  the  most  physically  able,  are  given 
a  certain  task  to  perform  daily,  and  the  men  in  the  second  class  a 
different  task,  and  in  the  third  class  a  less  task,  and  in  the  fourth 
class  less  than  that.  The  tasks  vary  from  mine  to  mine,  because  of 
differences  in  the  thickness  of  coal  seams,  the  hardness  of  the  coal, 
and  they  vary  also  as  to  whether  the  coal  is  mined  by  machine  or 
whether  it  is  pick-mined  coal;  but  it  may  be  said  that,  in  general, 
throughout  the  districts  a  man  in  the  first  class  is  tasked  8  tons  of 
machine-mined  coal  or  4  tons  of  pick-mined  coal  per  day. 

The  Chairman.  What  is  a  good  day's  work  for  a  skilled  miner  of 
experience  ? 

Mr.  Young.  If  the  gentleman  is  an  expert  in  the  business. 

The  Chairman.  Do  you  know  about  how  many  tons  an  expe- 
rienced miner  gets  out  ? 

Mr.  Harrison.  I  could  not  give  an  expert  opinion  on  that.  I 
could  say  this,  however 

Mr.  Gardner.  What  is  your  guess  ? 

Mr.  Harrison.  I  should  say  8  tons  was  not  above  the  average  of 
an  ordinary  average  man's  work. 

The  Chairman.  For  an  experienced  rniner? 

Mr.  Harrison.  For  an  experienced  miner. 

Mr.  Gardner.  Is  8  tons  about  what  an  average  day's  work  is,  at 

a  guess?  .    .        ,.    , 

Mr.  Harrison.  I  should  say,  on  a  guess,  it  is  a  little  more  than 

that. 
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Mr.  Reed.  I  think,  in  fairness  to  the  corporation,  I  should  repeat 
the  statement  made  at  the  last  hearing,  that  the  contract  of  the 
Tennessee  Coal  &  Iron  Co.  with  the  State  of  Alabama  for  convict 
labor  has  expired  and  no  State  convicts  are  now  employed  by  the 
Tennessee  Co. 

The  Chairman.  I  will  state  that  I  am  going  into  that  very  thing 
and  bring  those  people  up  here,  and  those  contracts,  and  .introduce 
them  in  evidence  and  show  just  exactly  what  was  done. 

The  present  conditions  will  be  showTi,  coming  right  down  to  the 
very  mmute,  what  convicts  were  retained  and  what  were  not,  and 
how  it  happened  and  all  about  it.     I  will  have  the  people  here. 

Mr.  Reed.  I  understand  that  the  committee  has  decided  that  this 
matter  is  within  the  scope  of  the  inquiry  and  there  is  no  use  of  my 
objecting  any  further  about  it. 

The  Chaieman.  What  do  they  pay  for  these  convicts,  county  and 
State  ? 

Mr.  Harrison.  The  State  convicts  are  paid  more  or  less  on  a  piece 
basis.  I  mean  to  say  that  the  companies  pay  by  the  month  for  men 
in  the  different  task  groups.  The  average  comes  somewhere  near 
the  common  labor  rate  for  State  convicts. 

The  Chairman.  Do  you  know  what  they  pay  for  State  convicts? 
Those  guilty  of  a  felony  ? 

Mr.  Harrison.  I  know  what  the  Tennessee  Co.  pays. 

The  Chairman.  What  does  the  Tennessee  Co.  pay  ? 

Mr.  Harrison.  The  Tennessee  Co.  made  a  contract  several  years 
ago  in  which  it  agreed  to  pay  $46  per  month  per  man  in  the  first  class, 
and  there  was  a  gradual  lowering  of  the  rate  down  to  a  man  in  the 
fourth  class  for  which  it  paid  $10.50.  They  also,  at  the  same  time, 
agreed  to  a  sliding  scale  in  practice  which  would  slide  upward  and 
not  downward;  that  is,  any  increases  in  the  wage  paid  to  free  labor 
in  the  district  would  cause  a  proportionate  raise  or  payment  for  the 
convicts;  and  since  this  contract  went  into  effect  there  have  been 
increases  in  the  free  labor  in  the  district  which  have  brought  the  pay- 
ment for  men  in  the  first  class  from  $46  to  $50.70  per  month,  for  men 
in  the  fourth  class  to  $11.57. 

The  Chairman.  What  do  they  pay  a  month  for  these  county  con- 
victs, the  young  fellows  ? 

Mr.  Harrison.  They  vary  between  different  companies,  but  the 
average  was  estimated  to  me  by  the  president  of  the  Alabama  Coal 
Operators'  Association  as  S12.50  per  man  per  month;  I  should  say 
per  person  per  month,  as  that  includes  men,  women,  and  youths. 

The  Chairman.  Do  they  feed  these  county  convicts  ?  Does  the 
company  do  it,  or  does  the  State  do  it  ? 

Mr.  Harrison.  The  company  does. 

The  Chairman.  Do  you  know  what  it  costs  to  feed  those  convicts 
per  day  ? 

Mr.  Harrison.  I  do  not  know. 

The  Chairman.  Do  you  know  about  what  it  costs  ? 

Mr.  Harrison.  I  know  what  it  costs  to  feed  the  men  in  the  county 
jails  before  they  are  sent  to  the  camps.  That  cost  runs  from  7  to  10 
cents,  depending  upon  the  number  of  men. 

Mr.  Bartlett.  Per  day  ? 

Mr.  Harrison.  Per  day,  depending  upon  the  number  of  men.  I 
should  say  that  the  convicts  in  the  camps  are  fed  better  than  that 
My  guess  would  be — if  vou  care  for  a  guess  ? 
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The  Chairman.  An  estimate. 

Mr.  Harrison.  About  15  cents  a  day. 

The  Chairman.  About  15  cents  a  day  to  feed  them? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  You  mean  that  is  the  actual  cost  of  food,  not  taking 
into  account  the  cost  of 

Mr.  HLarrison  (interposing).  Preparing  it  and  that  sort  of  thing? 

Mr.  Bartlett.  Yes. 

Mr.  Harrison.  That  is  what  I  mean. 

Mr.  Bartlett.  Not  including  any  overhead  charges  ? 

Mr.  Harrison.  That  is  only  for  the  food. 

Mr.  Bartlett.  Only  for  the  food  ? 

Mr.  Harrison.  Yes.     There  are  other  charges,  of  course. 

Mr.  McGiLLicuDDY.  Who  provides  the  lodging? 

Mr.  Harrison.  The  company. 

The  Chairman.  I  was  going  to  take  that  up. 

They  are  also  provided  with  lodging? 

Mr.  Harrison.  By  the  companies — the  company  owns  the  prison. 

The  Chairman.  What  sort  of  lodging  do  they  get?  How  are  they 
housed,  bedded,  and  so  on  ?  Just  describe  those  places  in  which  they 
keep  them  at  night. 

Mr.  Harrison.  The  prison  consists,  usually,  of  a  frame  building. 

Mr.  Bartlett.  Is  this  the  Steel  Corporation  that  he  is  talking 
about  ? 

The  Chairman.  Yes;  this  is  the  Tennessee  Coal  &  Iron  Co.,  alone, 
that  I  am  talking  about. 

Mr.  Young.  I  understood  the  witness  to  be  talking  about  condi- 
tions generally,  there.     Is  not  that  correct,  Mr.  Harrison? 

Mr.  Harrison.  I  was  talking  with  regard  to  the  food — about  con- 
ditions in  general;  yes. 

Mr.  Young.  Yes. 

Mr.  Harrison.  You  understand  I  did  not  go  down  there  to  in- 
vestigate the  Steel  Corporation  convict  system  as  a  system.  I  in- 
vestigated the  whole  system  of  handling  criminals  in  Alabama. 

The  Chairman.  Did  you  see  the  food  as  it  was  prepared  in  the 
kitchens  or  anywhere,  of  the  Steel  Corporation  ? 

Mr.  Harrison.  I  saw  food  that  was  being  prepared  in  the  prison 
at  mine  No.  12  of  the  Tennessee  Co.  That  prison,  however,  housed 
the  State  convicts  that  were  employed  by  the  Tennessee  Co.  I  was 
told  there  by  the  men  who  were  preparing  the  food  what  was  the 
customary  daily  ration. 

The  Chairman.  For  both  county  and  State  convicts  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Tell  me  about  how  they  are  housed  in  the  barracks 
or  prison,  or  whatever  you  choose  to  call  it,  of  the  Tennessee  Coal  & 
Iron  Co.  there  in  Alabama;  how  these  convicts  are  provided  for,  at 
night. 

Mr.  Harrison.  They  are  housed  in  prisons,  as  I  say,  which  are 
made  up  of  large  cells;  they  call  them  cells;  they  are  really  large 
rooms,  which  accommodate  from  30  to  60  men.  The  sanitary  condi- 
tions in  those  that  I  saw  were  good.  The  beds  were  double  beds, 
two  men  sleeping  in  a  bed. 

TheCHAiEMAN.  How  many  men  in  a  bed? 

Mr.  Harrison.  Two  or  three. 
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The  Chairman.  How  are  these  beds  made  ?  What  do  they  consist 
of?  Are  they  oak  bedsteads,  or  brass  bedsteads,  or  what  kind  of 
bedsteads  do  they  sleep  in? 

Mr.  Harrison.  They  are  rather  simple  bedsteads.  I  do  not  think 
they  are  oak.  I  think  they  have  a  pine  framework,  with  some  kind 
of  strapping  underneath,  ropes  and  canvas. 

Mr.  Bartlett.  Bed  cords  ? 

Mr.  Harrison.  Yes;  ^\dth  a  tick  and  blanket  and  pillow. 

The  Chairman.  What  is  in  the  tick  ? 

Mr.  Harrison.  I  can  only  say  that  my  impression  is  that  it  is 
straw.     I  did  not  open  any  of  them. 

The  Chairman.  A  straw  tick  on  a  frame,  with  ropes  that  run 
across  the  bottom  and  anchored  to  the  top  of  the  ceiling  with  an  iron 
bar;  is  that  it? 

Mr.  Harrison.  That  is  the  case  in  the  prison  at  No.  12.  I  can  not 
say  as  to  the  others. 

Mr.  Bartlett.  Have  you  been  in  any  other  prison  than  these  and 
examined  prison  conditions  at  other  places  ? 

Mr.  Harrison.  I  had  an  assistant  cooperating  with  me. 

Mr.  Bartlett.  I  do  not  mean  only  in  Alabama,  but  elsewhere. 

!Mr.  Harrison.  In  prisons  ? 

Mr.  Bartlett.  Yes. 

Mr.  Harrison.  No;  I  have  been  in  jails,  but  not  in  prisons.  I 
have  been  in  county  jails,  but  not  in  State  prisons. 

Mr.  Bartlett.  Ihis  sleeping  place  and  the  arrangement  about  the 
bed — its  being  capable  of  being  taken  out  of  the  way  and  the  room 
cleaned  up — is  the  usual  way  in  which  they  have  beds  in  prisons,  is 
it  not  ? 

Mr.  Harrison.  It  is  not  the  approved  way.  I  should  hardly  say 
it  is  the  usual  way. 

Of  course,  experts  in  prison  work  claim  that  you  should  not  house 
more  than  one  man  in  a  cell,  especially  where  the  convicts  are  a 
mixed  lot,  as  they  are  in  Alabama;  that  is,  for  instance,  you  have  men 
who  have  trespassed  upon  the  railroad  properties  housed  with  men 
who  have  committed  more  serious  crimes,  men  who  may  be  approach- 
ing the  stage  of  habitual  offenders,  so  that  your  more  or  less  small 
ofl'enders  are  brought  mto  direct  contact  with  the  more  serious 
offenders,  and  you  have,  instead  of  a  school  of  reform,  a  school  for 
crime. 

Mr.  Bartlett.  I  agree  with  you,  doubtless,  in  the  view  you  enter- 
tain on  that,  that  that  is  objectionable  and  ought  to  be  remedied; 
and  we  have  remedied  it  in  my  State — the  putting  together,  confining 
together,  of  persons,  even  of  men  convicted  of  small  offenses,  who  are 
unable  to  pay  fines,  with  men  who  are  convicted  of  felonies  or  who 
may  be  hardened  criminals.  That  is  a  matter  that  should  be  remedied 
by  the  authorities  that  have  a  right  to  remedy  it. 

Mr.  Reed.  I  doubt  if  it  can  be  remedied  by  Congress  or  through  the 
Sherman  law. 

Mr.  Bartlett.  I  have  no  question  that  it  can  not  be  remedied  by 
Congress  in  those  jurisdictions  over  which  Congress  has  no  authority. 

The  Chairman.  All  Congress  can  do  is  to  investigate  the  great 
interstate  corporations  who  benefit  by  such  conditions  or  encourage 
them  by  utilizing  the  labor  provided  in  that  way. 

Mr.  Bartlett.  I  do  not  see  how  Congress  can  pass  a  law  to  pre- 
vent that. 
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Mr.  Reed.  I  quite  agree  with  the  chairman  that  the  ability  of 
Congress  to  investigate  is  unlimited. 

Mr.  Young.  It  may  be  greater  than  its  authority,  however. 

Mr.  Eeed.  Its  inchnation  seems  to  be  a  little  ahead  of  its  power. 

Mr.  Gardner.  What  proportion  of  the  convicts  are  colored  and 
what  proportion  are  white  ? 

Mr.  Harrison.  A  little  over  80  per  cent  are  colored. 

Mr.  Gardner.  Are  the  white  men  shut  into  the  same  cells  with 
negroes  ? 

Mr.  Harrison.  No,  sir.  The  white  men  and  the  negroes  are  in 
different  cells.  p:i 

Mr.  Gardner.  That  arrangement  must  provide  quite  a  revenue  to 
the  State,  does  it  not? 

Mr.  Harrison.  In  the  last  few  years  the  net  revenue  to  the  State 
of  Alabama  from  State  convicts  has  been  about  $400,000  a  year,  and 
for  the  county  convicts  $100,000. 

Mr.  Gardner.  You  mean  that  is  the  net  profit  ? 

Mr.  Bartlett.  It  is  all  net,  as  I  understand  it.  The  hirers  of 
these  convicts  pay  so  much  to  the  State,  and  take  the  chances  of 
escapes  and  everything  like  that. 

Mr.  Harrison.  It  is  not  all  net,  I  beg  your  pardon,  in  the  case  of 
the  State. 

Mr.  Bartlett.  Of  course  the  State  has  to  have  wardens  and  other 
ofiicials,  and  that  expense  comes  out,  but  the  employer,  as  I  under- 
stand, of  these  convicts  pays  to  the  State  a  lump  sum  for  each  convict  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  And  they  take  him  with  all  the  hazards  ? 

Mr.  Harrison.  That  is  the  case  with  the  county,  but  not  with 
the  State.  The  State  feeds  its  own  prisoners.  It  takes  them  to  the 
prison  and  back  again,  so  that  those  expenses  must  come  out. 

Mr.  Gardner.  And  it  furnishes  the  prison  house  ? 

Mr.  Harrison.  It  does  not  furnish  the  prison  house.  At  least 
it  does  not  in  some  cases.  I  do  not  know  whether  it  does  in  all. 
For  instance,  the  Tennessee  Co.  owns  the  prison  which  houses  the 
State  convicts,  and  that  is  an  additional  payment  that  the  Tennessee 
Co.  makes  for  its  labor.  I  mean  to  say,  if  you  are  going  to  ascertain 
all  the  costs  of  the  company  for  its  State  convict  labor,  the  interest 
on  that  investment  and  the  wear  and  tear  of  the  buildings  should 
be  figured  in,  of  course. 

Mr.  McGiLLCUDDY.  What  hours  per  day  do  these  convicts  labor  ? 

Mr.  Harrison.  It  is  on  a  task  basis  rather  than  on  an  hour  basis. 
I  mean  to  say  a  man  must  get  out  eight  tons  of  coal,  if  he  is  in  the 
first  class,  regardless  of  the  time  it  takes.  It  usually,  I  should  say, 
takes  about  the  same  length  of  time  as  free  labor  in  the  district, 
which  is  more  or  less  on  a  10-hour  basis  in  the  coal  mines. 

Mr.  Sterling.  If  he  fails  or  refuses  to  perform  the  task,  what  is 
done  ?     Is  he  punished  ? 

Mr.  Harrison.  There  are  three  methods  of  keeping  the  men  up  to 
their  tasks: 

If  he  fails  to  get  out  his  required  task  and  does  not  have  a  sufficient 
excuse,  he  can  be  strapped,  flogged. 

If  he  persistently  fails,  and  that  kind  of  treatment  does  not  correct 
his  failures,  he  can  be  put  in  solitary  confinement  for  30  days  on  a 
bread-and-wat.er  diet,  providing  that  after  the  third  day  the  State 
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physician  examines  him  and  decides  that  his  physical  condition 
would  permit  of  that  kind  of  treatment. 

The  third  method  is  of  course  the  better  one  of  the  three.  A 
bonus  is  offered,  or  a  payment  to  the  convicts  for  coal  mined  above 
their  required  task.  ■ 

In  the  camps  of  State  convicts  the  bonus  is  approximately  the  free- 
labor  rate.  In  the  camps  of  the  county  convicts  it  is  about  half  the 
free-labor  rate. 

Mr.  Sterling.  Do  some  of  them  make  money  out  of  that  ? 

Mr.  Harrison.  And  some  of  them,  by  reason  of  that  method,  draw 
something  for  their  extra  work. 

The  Chairman.  What  sort  of  a  delicate  instrument  do  they  use  for 
the  flogs^ing — a  peach-tree  switch,  or  something  like  that  ? 

Mr.  Harrison.  I  saw  one  strap  which  was  made  out  of  leather 
about  5  feet  long,  three-ply  leather,  and  had  a  wooden  handle  on  it. 

The  Chairman.  Three-ply  ?  Three  different  thicknesses  of  leather  ? 
That  is  what  would  make  a  good  tug  for  a  wagon  harness  ? 

Mr.  Harrison.  It  much  resembles  a  tug. 

The  Chairman.  Did  you  ever  see  anybody  that  had  been  flogged 
with  an  instrument  like  that  in  the  Tennessee  Coal  &  Iron  Co.'s  employ 
or  service  ? 

Mr.  Harrison.  It  happened  that  the  day  that  I  visited  the  prison 
where  the  State  convicts  were  kept  which  were  employed  by  the 
Tennessee  Co.  I  saw  a  man  who  had  been  flogged  a  day  or  two  before. 
I  think  it  was  more  or  less  of  a  coincidence,  because  he  did  not  know 
who  I  was  or  why  I  was  there;  but  he  saw  I  was  a  stranger,  and  he  had  a 
grievance,  and  he  pulled  off  his  shirt  and  showed  me  his  back  in 
the  presence  of  the  dog  warden,  who  was  taking  me  around. 

The  Chairman.  The  dog  warden  ? 

Mr.  Reed.  Why  did  they  select  the  dog  warden  for  you  ? 

Mr.  Danforth.  What  was  the  man's  condition  ? 

Mr.  Harrison.  His  back  was  black  and  blue  from  strappings. 
The  flesh  was  not  cut  open.  He  told  me  that  he  had  been  badly 
enough  treated  so  that  the  prison  physician  had  treated  his  back, 
and  his  back  showed  where  adhesive  tape  had  been  torn  off.  He 
evidently  had  had  that  on. 

Mr.  Danforth.  Are  the  State  prisone  s  confined  with  county 
prisoners,  or  are  they  kept  in  separate  buildings? 

Mr.  Harrison.  In  separate  buildings,  in  general. 

Mr.  Danforth.  So  that  the  classes  of  convicts  that  are  put  into 
the  same  rooms,  in  these  double  beds,  are  still  separated  by  the  State 
and  county  divisions? 

Mr.  Harrison.  Yes;  they  have  that  much  discrimination. 

Mr.  Danforth.  They  use  the  double  beds  in  one  prison  with  the 
prisoners  who  have  been  convicted  of  felonies  and  the  county  prison- 
ers occupy  the  double  beds  in  the  other  ? 

Mr.  Harrison.  Yes. 

Mr.  Gardner.  How  is  discipline  maintained  in  the  road  camps 
where  the  county  is  building  roads,  for  instance  ? 

Mr.  Harrison.  I  can  not  say  as  to  that. 

Mr.  Young.  You  did  not  investigate  that  at  all? 

Mr.  Harrison.  They  have  no  road  building  in  Alabama  by- 
convicts. 

Mr.  Gardner.  They  have  no  chain  gang  in  Alabama? 
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Mr.  Harrison.  They  have  a  cham  gang  in  Alabama,  but  it  is  com- 
posed of  city  prisoners,  such  as  the  Birmingham  prisoners. 

Mr.  Gardner.  They  are  just  engaged  in  cleaning  the  streets  ? 

Mr.  Harrison.  Yes. 

Mr.  Gardner.  I  wondered  how  that  was  in  other  States.  There 
is  a  chain  gang  in  South  Carohna  always  on  the  roads.  I  have  seen 
them. 

Mr.  Bartlett.  Yes.  Georgia  works  the  convicts  on  the  roads — 
a  certain  class  of  convicts;  but  it  has  a  prison  farm,  to  which  it  sends 
them,  also. 

Mr.  Gardner.  Do  they  flog  them  there? 

Mr.  Harrison.  They  have;  yes. 

Mr.  Danforth.  I  understood  you  to  state  the  State  has  its  ward- 
ens and  guards  there,  who  have  charge  of  these  men,  or  supervision 
of  the  State  prisoners  ? 

Mr.  Harrison.  Of  the  State  prisoners;  yes,  sir. 

Mr.  Danforth.  And  the  same  with  the  county  prisoners?  Do 
they  have  their  own  county  officials  ? 

Mr.  Harrison.  The  wardens  and  guards  of  the  county  convicts 
are  employees  of  the  company,  but  approved  by  the  State  Board  of 
Convict  Inspectors. 

The  Chairman.  So  that  the  Tennessee  Coal  &  Iron  Co.  whips  its 
own  convicts  whenever  it  is  necessary  ? 

Mr.  Harrison.  As  I  say,  the  wardfen  who  does  the  whipping  is  an 
employee  of  the  company. 

The  Chairman.  And  responsible  to  the  company;  that  is,  he  can 
be  discharged  by  the  company  ? 

Mr.  Harrison.  Yes;  that  is  my  understanding;  but  on  the  other 
hand 

The  Chairman.  Does  the  State  pay  this  warden  who  flogs  these 
creatures,  taken  up  for  playing  golf  on  Sunday  and  playing  dominoes 
on  Sunday  and  walking  on  the  right  of  way  of  a  railroad  track  on 
Sunday  and  other  heinous  crimes  like  that?  Does  the  State  pay 
anything  for  having  those  people  flogged  by  the  Tennessee  Coal  & 
Iron  Co.,  or  does  it  do  that  gratis,  when  it  is  necessary  ? 

Mr.  Bartlett.  He  has  not  said  that  a  misdemeanor  convict  was 
flogged. 

The  Chairman.  Are  they  flogged  ? 

Mr.  Harrison.  Misdemeanor  convicts  hired  out  into  the  mines, 
who  refuse  to  do  their  work,  and  who  are  adjudged  able  to  work  are 
flogged. 

Mr.  Reed.  The  witness  was  about  to  say  something  when  the 
chairman  put  the  last  question.  What  was  that,  when  you  said, 
"But,  on  the  other  hand"  ? 

Mr.  Harrison.  I  can  not  remember  now. 

Mr.  Reed.  Speaking  of  the  flogging  of  the  Tennessee  Coal  &  Iron 
Co.'s  employees, 

Mr.  Gardner.  It  was  with  reference  to  who  did  the  flogging. 

Mr.  Harrison.  I  think  what  I  was  going  to  say  was  with  reference 
to  the  company  being  able  to  discharge  the  warden.  I  was  going 
to  say  that,  on  the  other  hand,  I  think  the  State  officials  could  insist 
on  the  discharge  of  a  man,  inasmuch  as  he  must  be  approved  by  the 
convict  board.     I  should  imagine  if  he  were  flagrantly  bad  in  his 
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administration  of  the  camp,  according  to  the  standard  set  up  by  the 
convict  bureau  they  could  insist  on  his  discharge. 

The  Chairman.  Who  would  decide  that  he  was  flagrantly  bad  ? 
Is  he  under  anybody  else's  eye  except  that  of  the  convicts  he  flogs 
and  his  employer  from  whom  he  does  the  flogging  ? 

Mr.  Harrison.  The  county  convicts  are  supposed  to  be  under  the 
inspection  of  the  State  board,  of  convict  inspection,  in  the  same  way 
that  the  State  convicts  are,  and  the  State  physician  is  required  to 
make  a  tour,  and  comes  once  a  month  to  task  the  men.  I  mean  they 
are  retasked  every  month.  So  that  I  should  imagine  that  flagrant 
abuses  would  come  under  his  notice  at  those  times. 

The  Chairman.  You  say  one  man  that  had  been  severely  flogged. 
What  was  his  physical  condition?  Was  he  sick  or  well,  to  all 
appearances  ? 

Mr.  Harrison.  He  claimed  that  he  was  sick. 

The  Chairman.  How  did  he  look  ? 

Mr.  Harrison.  He  looked  to  me  as  though  he  might  be  sick.  He 
did  not  look  like  a  well  man — that  is,  a  strong  man — to  me.  He  had 
just  come  from  the  mines  and  had  just  washed  up;  but  he  was  tired 
and  that  may  have  made  him  look  less  strong  than  otherwise. 

Mr.  Gardner.  Was  he  a  black  man  or  a  white  man  ? 

Mr.  Harrison.  He  was  a  white  man.  He  was  thin  chested  and 
and  hollow  eyed. 

Mr.  Bartlett.  Have  you  ever  examined  the  law  of  the  State  of 
Alabama  in  reference  to  policing  convicts  and  the  provisions  for  their 
proper  feeding,  and  everything  like  that — the  statute  under  which 
these  things  are  supposed  to  be  done  ? 

Mr.  Harrison.  I  have;  some  of  them. 

Mr.  Bartlett.  Do  you  know  whether  or  not  it  is  followed  ?  I  will 
read  it  to  you.  The  law  provides  for  a  board  of  inspectors.  I  read 
from  the  Alabama  statutes: 

The  board  of  inspectors  shall  adopt  such  rules,  to  be  approved  by  the  governor,  aa 
are  necessary  to  prevent  inhumane  treatment  or  cruel  or  excessive  punishment  of 
State  and  county  convicts,  and  also  to  regulate  the  time  and  amount  of  work  to  be 
performed  by  them  and  the  manner  of  working  them. 

Had  you  examined  that  law  ? 

Mr.  Harrison.  I  have,  and  I  understand  that  is  still  in  force. 

Mr.  Bartlett.  Another  section  of  the  law  reads: 

It  shall  be  the  duty  of  the  president  and  of  the  inspectors 

That  is,  the  president  of  the  penitentiary  ? 

Mr.  Harrison.  That  refers  to  the  State  board  of  convict  inspectors. 

Mr.  Bartlett  (reading): 

It  shall  be  the  duty  of  the  president  and  of  the  inspectors  to  report  all  violations 
of  the  law  in  regard  to  convicts  that  may  come  to  their  knowledge  to  the  proper  solic- 
itor; and  all  indictments  for  the  same  shall  be  tried  in  the  circuit  court  or  court  of 
like  jurisdiction  of  the  county  where  the  offense  was  committed. 

Then  it  is  not  so  much  the  fault  of  the  law,  if  there  is  any  inhu- 
mane treatment  or  punishment,  as  it  is  the  act  of  the  person  having 
charge  of  the  convicts,  that  this  punishment  was  unusual  or  severe 
or  cruel. 

Mr.  Harrison.  That  would  be  my  opinion ;  yes. 

Mr.  Gardner:  It  depends  somewhat  on  the  interpretation  of  the 
word  "cruelty"  and  the  word  "severity,"  does  it  not? 
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Mr.  Harrison.  Yes. 

Mr.  Baetlett.  Would  you  regard  that  case  to  which  you  referred 
as  a  case  of  excessive  punishment  or  cruel  punishment  ? 

Mr.  Harrison.  Yes;  I  did,  in  that  case.  Of  course,  I  did  not 
know  all  of  the  subsidiary  facts.  For  instance,  I  do  not  know  but 
what  he  might  have  been  a  very  stubborn  man,  and  have  persist- 
ently irritated  the  warden,  and  that  he  may  have  had  some  per- 
sonal grievance. 

Mr.  Baetlett.  That  would  be  a  cruel  punishment,  even  if  that 
were  the  fact,  would  it  not  ? 

Mr.  Haeeison.  That  would  not  affect  the  cruelty  of  it,  of  course. 

Mr.  Baetlett.  The  punishment  provided  against  by  the  statute 
does  not  regulate  the  excessiveness  of  the  punishment  by  the  char- 
acter of  the  offense,  I  apprehend,  when  it  comes  to  lashing  or  flogging 
a  man.  It  says  it  shall  not  be  cruel  or  excessive.  Did  you  make  any 
suggestion  to  any  officer  in  regard  to  this  case  ? 

Mr.  Haeeison.  In  regard  to  the  case  to  which  I  have  referred  ? 

Mr.  Baetlett.  Yes. 

Mr.  Harrison.  I  went  to  the  hospital  and  asked  the  hospital 
physician  there  about  this  fellow.  I  said  that  I  had  seen  his  back, 
and  it  seemed  to  me  that  he  had  been  whipped  too  hard.     I  said: 

Further,  he  tells  me  he  is  sick. 

And  I  said : 

What  is  the  fact? 

The  physician  said : 

He  has  been  telling  us  that  every  morning,  and  we  have  been  examining  him 
carefully,  and  we  have  not  been  able  to  diagnose  any  sickness  in  him — anything 
that  is  sufficient  to  keep  him  from  doing  his  regular  task. 

He  said  also  that  the  man  had  done  some  things  that  they  consid- 
ered worthy  of  severe  punishment.  For  instance,  one  thing  that  he 
had  done,  he  claimed  that  his  coffee  was  never  hot  when  it  was  served 
to  him  in  the  building,  in  the  dining  room,  and  one  day  he  built  a  fire 
in'  the  mine  to  heat  ms  coffee  on. 

Mr.  Young.  In  the  coal  mine  ? 

Mr.  Haeeison.  Yes;  and  of  course  a  fire  in  a  coal  mine  is  a  very 
dangerous  thing.     For  that  reason  they  felt  that  he  deserved  all  he 

got- 
Mr.  Gaednee.  Was  this  doctor  a  State  official  or  an  official  of  the 

company,  with  whom  you  conversed  ? 

Mr.  Haeeison.  He  was  a  State  official.  This  is  the  State  prisoners 
that  I  am  speaking  of. 

Mr.  Gardner,  f  understand. 

Mr.  Young.  Then,  this  man  was  flogged  by  the  State  authorities  ? 

Mr.  Harrison.  By  the  State  warden. 

Mr.  Young.  Oh,  yes.  Did  you  personally  know  of  any  case  where 
these  county  prisoners  were  flogged  ? 

Mr.  Harrison.  No.  I  saw  no  county  convicts  that  were  flogged. 
I  heard  tales  of  men  who  were  flogged — county  convicts. 

Mr.  Young.  Did  you  run  those  down  to  ascertain  whether  they 
were  true  or  not  ? 

Mr.  Harrison.  I  attempted  to  run  one  down,  and  one  that  had 
come  to  the  notice  of  the  court.  A  man  by  the  name  of  Ford,  who 
17042— No.  44—12 2 
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had  been  flogged  and  who  later  died — a  county  convict.  The  rela- 
tives of  Ford  brought  suit  agaiast  the  company  and  lost  the  suit. 
Then,  I  believe,  they  brought  suit  against  the  warden  himself  a,nd  lost 
that.     I  went  to  the  courthouse  to  get  the  record. 

Mr.  Young.  Who  was  the  warden;  a  company  officer? 

Mr.  Haeeison.  In  that  case;  yes. 

The  Chairman.  Of  what  company  ? 

Mr.  Harrison.  This  was  the  Tennessee  Co.  before  it  was  a  part  of 
the  Steel  Corporation. 

Mr.  Bartlett.  The  law  provides  on  that — I  read  from  the  Alabama 

law: 

Each  prison  or  camp  shall  be  under  the  control  of  a  warden,  and  such  other  persons 
as  may  be  necessary,  who  shall  be  employed  and  paid  by  the  contractor,  and  may  be 
discharged  at  any  time  by  the  president  of  the  board ;  but  no  person  shall  be  employed 
to  guard  or  control  convicts  without  a  license  from  the  president  of  the  board  to  act  in 
such  capacity. 

So  that  these  wardens,  while  they  are  employed  and  paid  by  the 
Steel  Corporation,  or  by  those  who  operate  the  convicts,  have  to  take 
those  who  are  licensed  by  the  State  board,  and  they  have  to  take  those 
whom  the  State  board  approves.     That  is  true  ? 

Mr.  Harrison.  Yes;  that  is  the  statement  I  made  previously,  I 
believe. 

Mr.  McGiLLicuDDY.  Wlio  is  to  judge  about  the  flogging;  one  of  the 
officers  of  the  State,  or  of  the  company  ? 

Mr.  Harrison.  You  mean,  who  is  to  be  the  judge  of  the  necessity 
for  it  ? 

Mr.  McGiLLicuDDT.  Who  would  pass  judgment  on  a  man  as  to 
whether  he  had  offended  so  as  to  deserve  flogging  ? 

Mr.  Harrison.  I  believe  the  system  is  that  one  of  the  company 
men  keeps  a  record  of  the  amount  of  coal  that  each  man  gets  out  in 
a  day,  and  of  course  he  knows  what  the  requirement  is  for  each 
man. 

Mr.  McGiLLicuDDY.  Who  has  the  power  to  order  the  flogging  in 
any  given  case  ? 

Mr.  Harrison.  This  report  is  made  to  the  warden.  It  is  in  the 
warden's  discretion. 

Mr.  McGiLLicuDDY.  And  he  is  a  State  official,  under  this  law,  I 
believe  ? 

Mr.  Harrison.  He  is  a  State  official  in  the  sense  that  he  is  approved 
and  hcensed  by  the  State  board,  but  not  paid  by  the  State. 

Mr.  Young.  That  is,  as  to  the  county  prisoners  ? 

Mr.  Harrison.  As  to  the  county  prisoners;  yes. 

Mr.  Gardner.  Who  decides  the  adequacy  of  the  excuse  of  which 
you  spoke  a  little  while  ago  ? 

Mr.  Harrison.  If  the  excuse  is  based  on  physical  condition,  the 
physician  at  the  convict  camp  would  decide  on  that. 

Mr.  Bartlett.  I  think  I  could,  by  reading  this  act,  throw  light  on 
it,  if  you  would  like  to  hear  it,  Mr.  Gardner  f 

Mr.  Gardner.  I  should  like  very  much  to  hear  it. 

Mr.  Young.  I  think  it  might  be  weU  to  put  the  whole  act  in  the 
record. 

Mr.  Bartlett.  Yes;  I  will  put  the  material  parts  of  it  in. 

No  convict  must  be  punished  in  any  other  way  than  is  provided  by  the  board  of 
inspectors. 
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Mr.  Young.  I  am  very  anxious  to  hear  those  provisions  of  the  law 
of  Alabama. 
Mr.  Baetlett  (reading) : 

Corporal  punishment  of  convicts;  record  of  same  kept. 

No  cruel  or  excessive  punishment  shall  be  inflicted  on  any  convict,  and  no  corporal 
punishment  of  any  kind  shall  be  inflicted  except  as  it  shall  have  been  previously 
prescribed  by  the  rules  of  the  board  of  inspectors  and  of  which  the  convict  shall  have 
been  notified,  and  such  punishment  shall  be  inflicted  only  by  the  party  authorized 
by  the  president  of  the  board  of  inspectors  to  inflict  it.  The  person  authorized  by 
the  president  of  the  board  of  inspectors  to  inflict  punishment  shall  keep  a  well- 
bound  book,  to  be  known  as  the  Record  of  punishments,  in  which  he  shall  record  all 
punishments  of  whatever  character  inflicted  on  convicts,  giving  the  name  of  the 
convict  punished,  offense,  date,  character,  and  exact  extent  or  quantity  of  punish- 
ment; and  it  shall  be  the  duty  of  the  president  of  the  board  to  carefully  examme  this 
record  at  least  once  in  each  month.  Any  false  entry  in  such  record,  or  any  failure  to 
make  entry  therein  as  required  by  this  section,  is  a  misdemeanor. 

That  is  from  the  Alabama  law. 

Mr.  Young.  You  have  not  the  rules  that  have  been  adopted  by 
the  inspectors  there  ? 

Mr.  Haeeison.  I  have  them. 

Mr.  Baetlett.  They  would  not  be  in  the  statute,  of  course  ? 

Mr.  Young.  No;  I  suppose  not,  unless  they  were  put  in  as  an 
appendix,  or  something  of  that  kind. 

Mr.  Beall.  It  is  all  very  beautiful  in  theory,  but  I  dare  say  there 
are  10  men  punished  where  there  is  a  record  kept  of  1. 

The  Chaieman.  Are  these  men  whipped  on  the  bare  back  ?  Tell 
how  th^  whip  them. 

Mr.  Haeeison.  They  are  whipped  over  one  garment  on  their  backs. 

The  Chaieman.  How  do  they  fasten  them  ?  Are  they  placed  on 
the  ground,  or  up  against  a  post,  or  what  is  done  in  that  regard  ? 

Mr.  Haeeison.  The  man  lies  down.  Usually  he  is  whipped  inside 
the  prison  and  lies  down  on  the  floor. 

The  Chaieman.  Flat  on  his  face  ? 

Mr.  Haeeison.  Yes. 

The  Chaieman.  He  is  then  flogged  with  a  thong  as  big  as  a  wagon 
tug  or  trace,  composed  of  three  plies  of  hard  leather  5  feet  long, 
fastened  to  a  wooden  handle  ? 

Mr.  Young.  The  witness  did  not  use  that  reference  to  a  tug. 

Mr.  Baetlett.  He  said  it  was  three-ply  leather. 

The  Chaieman.  How  does  it  compare  with  the  ordinary  leather 
trace  used  in  harness  where  horses  are  pulhng  a  heavy  wagon  ? 

Mr.  BLaeeison.  I  said  it  looked  to  me  a  good  deal  hke  a  tug.  It  is 
not  quite  as  long. 

Mr.  Baetlett.  It  is  broader  ? 

Mr.  Haeeison.  It  is  a  little  broader  than  a  tug. 

Mr.  Danpoeth.  Did  you  see  this  done  at  all  ? 

Mr.  Haeeison.  No;  I  saw  the  instrument. 

Mr.  Danpoeth.  Where  did  you  get  your  information  as  to  how  it 
was  done  ? 

Mr.  Haeeison.  I  saw  the  man  who  had  been  flogged  and  he  told 
me. 

Mr.  Danpoeth.  He  told  you  about  it  ? 

Mr.  Haeeison.  Yes. 

Mr.  Baetlett.  Did .  you  ever  see  one  of  these  instruments  of 
punishment  ? 

Mr.  Haeeison.  Yes;  I  saw  one  of  them. 
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The  Chairman.  How  many  licks  are  they  allowed  to  strike  these 
convicts  ? 

Mr.  Harrison.  Fifteen. 

Mr.  Young.  Is  there  any  requirement  as  to  a  physician  being 
present,  or  something  hke  that,  when  the  punishment  is  inflicted  ? 

Mr.  Harrison.  In  cases  where  more  than  15  strokes  are  inflicted 
the  whipping  must  be  done  in  the  presence  of  the  State  physician  or 
some  representative  of  his. 

Mr.  Gardner.  What  is  your  o^vn  idea  about  the  question  of 
whether  this  requirement  is  kept  as  to  these  regulations  in  a  leather- 
bound  book  of  punishments,  of  whatever  nature,  as  to  whether  those 
records  are  accurately  kept  ? 

Mr.  Harrison.  You  aslc  me  for  my  own  impression? 

Mr.  Gardner.  I  am  speaking  in  general;  and  in  regard  to  the 
Tennessee  Coal  &  Iron  Co.  in  particular. 

Mr.  Young.  Perhaps  the  witness  Imows  nothing  about  it.  If  he 
does  know,  let  us  hear  it. 

Mr.  Gardner.  I  would  like  his  impression. 

Mr.  Harrison.  My  impression  is  that  in  a  case  of  State  convicts 
the  treatment  is  better  than  in  the  case  of  county  convicts.  I  mean 
to  say  that  State  wardens  usually  feel  a  greater  responsibility 
for 

Mr.  Gardner.  I  am  speaking  about  the  keeping  of  the  records. 

Mr.  Harrison.  Oh.    The  keeping  of  the  records  ? 

Mr.  Gardner.  Yes.  Mr.  Beall  seemed  to  think  that  probably 
there  are  a  good  many  more  punishments  inflicted  than  actually  are 
inscribed  in  the  leather-bound  book  of  which  ilr.  Bartlett  read  in  the 
statutes  of  Alabama.  Did  you  hear  that  complaint  made — that  the 
record  was  not  kept  accurately  ? 

Mr.  Harrison.  No,  I  did  not  hear  that.  I  saw,  in  Montgomery, 
at  the  headquarters  of  the  State  convict  inspectors,  reports  that  had 
come  into  the  board  from  the  different  camps  showing  men  who  had 
been  punished  and  the  number  of  strokes  inflicted.  Some  of  those 
reports  were  rather  lengthy,  so  my  impression  would  be  that  the 
reporting  was  looked  after  fairly  well. 

Mr.  Beall.  I  made  that  suggestion  because  in  my  own  State, 
where  the  same  deplorable  system  has  prevailed,  they  had  an  inves- 
tigation of  the  penitentiary  system  about  two  years  a^o  and  it  dis- 
closed a  most  horrible  condition  of  affairs,  where  the  guards  would  have 
those  prisoners  thrown  down,  and  a  convict  put  on  his  head  and 
another  one  on  his  feet,  and  they  would  be  punished  in  a  most  brutal 
manner. 

Mr.  Gardner.  You  are  speaking  of  convict  contract  laborers  ? 

Mr.  Beall.  Yes.  I  dare  say  no  evidence  of  any  of  those  punish- 
ments ever  went  into  the  records  at  all. 

Mr.  Gardner.  I  should  think  that  the  Tennessee  Coal  &  Iron  Co. 
would  be  particularly  careful  to  keep  their  records  accurately.  I 
mean  to  say,  more  so  than  corporations  which  would  be  less  hkely  to 
be  under  fire. 

Mr.  Beall.  That  may  be.  I  hope  it  is  true.  I  do  not  think  the 
Tennessee  Coal  &  Iron  Co.  is  the  only  offender. 

Mr.  Bartlett.  Do  you  know  the  record  had  to  be  kept  under  the 
law? 
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Mr.  Harrison.  I  just  made  the  statement  that  I  saw,  in  Mont- 
gomery, reports  that  had  come  in  from  the  different  camps  showing 
the  punishments.  Of  course  I  do  not  know  how  full  those  reports 
were;  that  is,  whether  they  gave  aU  the  cases.  I  know  that  reports 
are  made. 

Mr.  Baktlett.  All  systems  of  this  sort  that  can  be  devised  are  liable 
not  to  be  carried  out  properly  at  times,  I  suppose.  You  have  to  have 
human  agency. 

Mr.  Harrison.  Yes.  Of  course  I  think  there  are  some  very  flagrant 
wrongs  or  failures  in  this  system,  as  a  prison  system. 

Mr.  Bartlett.  So  far  as  I  am  concerned,  I  have  no  hesitancy  in 
saying  that  I  think  the  hiring-out  system,  as  apphed  to  convicts,  is  an 
abommable  system. 

Mr.  Gardner.  I  do  not  think  there  is  very  much  difference  among 
the  members  of  this  committee  as  to  the  system  itself. 

Mr.  Reed.  I  think  we  will  agree  as  to  that  with  the  committee; 
and  we  are  getting  out  of  it  just  as  quickly  as  we  can. 

The  Chairman.  When  you  talk  to  me  about  whipping  a  man  with 
a  5-foot  thong  like  that,  giving  him  15  lashes  on  his  back  at  the  hands 
of  an  able-bodied  man,  and  then  go  into  a  discussion  as  to  whether  or 
not  it  is  brutal,  in  my  mind  it  is  hke  speaking  of  the  kindly  use  of  the 
thumbscrew  or  the  boot.  It  is  impossible  that  a  man  should  be 
beaten  and  bruised  with  such  an  inhuman  thing  as  that  without 
shocking  the  sensibilities  of  every  man  who  has  any  feeling  for  his 
fellow  man. 

Mr.  Young.  It  seems  to  me  the  thing  that  is  most  open  to  criti- 
cism in  this  system  is  that  the  punishments,  under  certain  circum- 
stances, are  in  the  hands  of  men  employed  and  paid  by  some  one  who 
might  have  a  money  interest. 
Mr.  Harrison.  That  is  true. 

Mr.  Young.  There  is  alwaj'^s  a  chance  for  abuse  in  such  a  situation. 
But  it  is  also  true  that  among  the  criminals  in  the  State  prison  there 
are  some  characters  that  it  is  almost  impossible  to  manage,  and  that  if 
they  are  not  made  to  obey  the  whole  prison  discipline  is  thrown  into 
disorder.  We  ought  to  take  every  care  we  can  that  men  who  inflict 
punishment  should  have  no  interest  but  the  good  government  of  the 
prison;  but  I  can  conceive  that  you  will  never  have  an  effective  prison 
system  that  does  not  maintain  the  opportunity  for  some  physical 
punishment  at  times. 

The  Chairman.  That  is  far  away  from  the  question  we  are  investi- 
gating; but  prisons  are  controlled  without  that.  There  is  a  prison  in 
Colorado,  there  are  many  Federal  prisons,  which  the  highest  authori- 
ties agree  are  maintained  in  perfect  order,  where  there  is  absolutely 
no  semblance  of  corporal  punishment.  The  use  of  a  lash  upon  a 
human  back,  whether  in  the  days  of  slavery  or  now,  is,  in  my  opinion, 
an  utter  abomination  and  absolutely  unnecessary.  There  are 
thousands  of  ways  in  which  a  man  can  be  punished,  such  as  solitary 

confinement 

Mr.  Young.  Which  is  a  great  deal  worse ;  and  this  law  regards  it  as 
worse. 

The  Chairman.  There  are  innumerable  other  ways  by  which  a  man 
can  be  punished  rather  than  by  the  humiliation  and  brutality  of 
cutting  hip  back  into  ribbons. 
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Mr.  Hakeison.  There  is  a  distinction  to  be  drawn  between  corporal 

Eunishment.  For  instance,  between  disciplining  a  man  and  forcing 
im  to  work.  If  punishment  is  done  purely  with  the  end  in  view  of 
disciphning  the  man,  with  the  hope  of  sooner  or  later  rehabihtating 
him  and  putting  him  on  his  feet  and  being  able  to  send  him  back  into 
society  not  as  a  danger  to  society,  that  is  one  thing;  but  when  you  tie 
up  discipline  with  economic  motives,  in  other  words,  when  a  man  who 
has  charge  of  the  disciplining  would  naturally  be  the  man  who  would 
want  to  get  out  coal,  I  say  you  are  tying  it  up  with  economic  motives; 
and  we  know  that  in  free  labor,  where  a  man  has  control  over  another 
man,  sweaters  and  drivers  are  developed,  and  it  would  be  only  natural 
to  expect  that  as  much  would  develop  among  these  wardens  who  have 
convicts  in  their  hands. 

Mr.  Bartlett.  Coming  back  to  the  other  matter:  Do  you  not 
think  that  the  Alabama  law,  which  provides  for  the  control  and  hir- 
ing out  of  convicts,  the  section  which  I  read  you,  makes  pretty  ample 
provision  for  protecting  the  convicts  ?  I  am  not  speaking  about  the 
way  in  which  it  is  carried  out.  All  the  laws,  sometimes,  or  frequently, 
are  defectively  carried  out.  Do  you  not  think,  however,  not  with 
regard  to  the  policy  or  propriety  of  the  system  of  hiring  out  convicts — 
I  do  not  ask  you  to  approve  that,  because  I  do  not  approve  it  myself — 
do  you  not  think  that  the  Alabama  Legislature  has  provided  in  the 
act  machinery  which  indicated  that  it  was  their  intention  to  try  to 
protect  convicts  from  excessive  or  inhuman  treatment  ? 

Mr.  Harrison.  I  think  that  is  true;  yes. 

Mr.  Bartlett.  And  if  there  have  been  cases  like  the  one  you  have 
stated,  or  other  cases  which  you  may  not  have  had  called  to  your 
attention,  where  the  law  has  not  been  carried  out  as  intended,  that 
s  the  fault  not  of  the  law  but  of  the  administration  of  it  in  the 
hands  of  men  ? 

Mr.  Harrison.  Yes.  I  should  say,  as  you  have  indicated,  that  the 
law  is  fairly  ample  for  the  protection  against  abuses  in  punishment, 
but  that  the  administration  of  the  law  is  such  that  it  makes  it  hard, 
or  rather  the  system  is  such,  through  hiring  them  out,  and  so  forth, 
that  it  is  hard  to  administer  that  law. 

Mr.  Danforth.  Your  objection  goes  to  a  State  having  such  a  law, 
then,  of  hiring  out  convict  labor  ? 

Mr.  Harrison.  Yes.  The  great  bulk  of  my  criticism  has  been 
against  the  State  of  Alabama;  against  the  system. 

Of  course,  I  think  this:  That  all  companies,  whether  the  Steel  Cor- 
poration or  any  other  company  who  profit  by  it,  are,  in  a  measure, 
chargeable  with  some  of  the  faults  of  the  system. 

Mr.  Danforth.  How  are  they  chargeable?  How  do  you  deem 
them  responsible  ? 

Mr.  Harrison.  In  the  first  place,  I  say  the  State  of  Alabama  is 
responsible  for  the  system.  In  the  second  place,  companies  that 
profit  by  the  system  are  coresponsible. 

Mr.  Bartlett.  That  is  the  moral  side  of  it  ? 

Mr.  Harrison.  Yes;  it  is  not  a  legal  responsibility,  necessarily. 

Mr.  Danforth.  They  are  morally  responsible  for  employing  the 
State  labor  ? 

Mr.  Harrison.  Yes;  and  their  employment  of  this  convict  labor 
approves  the  system,  as  it  seems  to  me.  If  I  were  in  the  district  and 
opposed  to  that  system,  it  does  not  seem  to  me  that  I  should  employ 
convicts. 
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Mr.  Danfoeth.  Do  you  know  anything  about  the  way  that  these 
State  prisoners  are  confined  in  the  State  prisons  proper?  Do  you 
know  what  the  accommodations  are  for  them,  whether  they  have 
double  beds  in  the  cell  or  two  men  are  confined  in  one  cell  or  not  ? 

Mr.  Harrison.  Practically  the  only  State  prison  proper  in  the  State 
of  Alabama  is  the  one  at  Wetumpka,  which  is  now,  as  I  said,  practi- 
cally a  tuberculosis  camp.  I  went  through  that  prison  and  there  were 
double  beds  there,  in  the  older  part  of  the  prison.  The  newer  parts, 
where  the  men  who  are  suffering  more  severely  from  tuberculosis  were, 
they  were  in  single  beds. 

Mr.  Danforth.  But  in  the  other  part,  where  they  were  not  in  the 
last  stages  of  the  disease,  they  were  m  double  beds  ? 

Mr.  Harrison.  Yes. 

Mr.  Danforth.  So  that,  in  that  respect,  these  camp  prisons  did 
not  differ  from  the  prison  that  was  maintained  by  the  State  ? 

Mr.  Harrison.  That  is  correct. 

Mr.  Danforth.  You  say  they  did  not  differ? 

Mr.  Harrison.  They  did  not  differ.  I  should  say  this,  that  in 
some  of  the  convict  camps  the  accommodations  were  better  than  the 
State  accommodations. 

Mr.  Danforth.  I  think  you  stated  that  the  food  was  better  than 
it  was  in  the  State  prison  maintauied  by  the  State  ? 

Mr.  Harrison.  No;  I  did  not  make  that  statement. 

Mr.  Danforth.  I  understood  you  to  say  that  it  cost  more  per  man 
per  day,  which  led  me,  perhaps,  to  infer  that  it  was  better. 

Mr.  Harrison.  No;  what  I  said  was  that  I  knew  what  the  cost  of 
food  was  in  the  county  jails;  that  it  ran  from  7  to  10  cents  per  day 
where  the  number  of  men  was  over  50 ;  that  my  impression  was  that 
in  the  State  prison  camps  and  in  the  county  prison  camps,  as  distinct 
from  county  jails  where  men  were  held  who  were  not  convicted,  the 
food  was  better. 

Mr.  Danforth.  Better  than  in  the  prison  maintained  by  the 
county  ? 

Mr.  Harrison.  Yes;  for  men  who  were  not  yet  convicted. 

Mr.  Beall.  The  average  cost  of  maintenance  in  the  Federal  peni- 
tentiaries is  about  11  cents  per  day. 

Mr.  Bartlett.  This  convict  that  complained  of  this  treatment  to 
you  complained  that  he  was  sick.  I  will  read  you  what  the  Alabama 
statute  on  that  subject  is: 

Physically  disabled  convict  must  not  be  hired;  removal  from  work  injurious  to 
health. 

It  shall  be  unlawful  for  the  inspectors  or  any  other  person  or  officer  having  charge 
of  the  hiring  of  either  State  or  county  convicts  to  hire  any  convict  who  is  not  physi- 
cally able  to  perform  such  work  to  be  worked  in  mines;  and  whenever  a  convict  is 
hired  to  be  worked  in  mines,  and  subsequently  it  is  made  to  appear  that  such  work  is 
injurious  to  the  health  of  the  convict,  such  convict  must  be  removed  from  such  mines 
and  put  to  some  other  kinds  of  hard  labor. 

Did  you  know  that  was  the  requirement  ? 

Mr.  Harrison.  I  did;  but  the  prison  physician  claimed  that  the 
man  was  not  sick.     I  mean,  that  is  the  answer  to  that. 

Mr.  Bartlett.  Then  the  law  of  Alabama  in  reference  to  hiring 
felony  convicts  to  be  worked  in  the  mines,  if  properly  carried  out, 
would  prevent  a  prisoner  who  was  physically  unable  to  work  from 
being  sent  there;  and  it  also  provides,  in  case  one  is  sent  there,  after 
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he  becomes  physically  disabled  or  unable  to  perform  that  work, 
that  he  shall  be  carried  somewhere  else  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  You  said  these  felony  convicts  and  misdemeanor 
convicts  were  worked  together.  I  read  you  the  section  of  the  Ala- 
bama law  upon  that  subject 

Mr.  Harrison.  I  do  not  remember  that  I  said  the  felony  and  mis- 
demeanor convicts  were  worked  together. 

Mr.  Bartlett.  I  thought  you  did. 

Mr.  Harrison.  No. 

Mr.  Bartlett.  I  will  read  the  law  on  that  point,  so  that  we  can  get 
at  what  the  law  is,  anyway: 

Felons  and  misdemeanants  not  worked  or  confined  together;  nor  males  and  females; 
nor  white  and  black. 

It  shall  be  unlawful  to  work  together  or  to  confine  in  the  same  room  or  compartment, 
any  convict  who  has  been  sentenced  to  hard  labor  for  the  commission  of  a  misdemeanor 
not  involving  moral  turpitude,  with  any  convict  sentenced  for  the  commission  of  a 
felony;  and  it  shall  be  imlawful  for  white  and  colored  convicts  to  be  chained  together, 
or  to  be  allowed  to  sleep  together;  and  it  shall  be  unlawful  to  chain  together  or  to  con- 
fine together  in  the  same  room  or  compartment  male  and  female  convicts.  Whenever 
in  the  judgment  of  the  governor  and  the  board  of  inspectors  it  is  practicable  to  do  so, 
arrangements  shall  be  made  for  keeping  white  and  colored  convicts  at  separate  pris- 
ons, and  they  shall  not  be  allowed  to  oe  kept  in  the  same  place. 

To  show  that  I  was  under  the  impression  that  you  had  so  stated,  I 
called  your  attention  to  the  fact  that  in  the  District  of  Columbia 
felony  convicts  and  mere  misdemeanor  convicts  were  worked  together 
and  kept  together. 

Mr.  Harrison.  Yes.  I  let  that  pass,  because  I  thought  that  had 
i  ts  application  down  there — that  men,  while  they  may  be  misdemean- 
ants, are  men  of  various  stages  of  misdemeanors,  and  the  same  thing  is 
true  of  felony  convicts. 

Here  is  a  murderer  that  works  side  by  side  and  sleeps  in  the  same 
room,  and  gambles  with  the  same  men,  behind  the  warden's  back, 
and  engages  in  acts  of  moral  perversion  with  men  who  are  in  there  for 
much  less  serious  crimes. 

Mr.  Bartlett.  As  a  person  interested,  who  has  given  this  matter 
study,  what  suggestion  would  you  make  other  than  the  Alabama 
people  in  their  statute  seem  to  have  endeavored  to  make — that  is,  to 
separate  men  convicted  of  felony  and  misdemeanor,  men  who  are 
convicted  of  crimes  not  involving  moral  turpitude — that  is  the  lan- 
guage of  the  statute 

Mr.  Harrison.  I  would  not  allow  30  men  to  be  in  the  same  cell. 

Mr.  Bartlett.  I  was  not  speaking  with  reference  to  the  number. 
How  would  you  classify  them  with  reference  to  their  offenses  for 
which  they  are  sentenced  ? 

Mr.  Harrison.  I  think  if  you  put  one  man  in  a  cell  you  are  classi- 
fying them  as  far  as  your  classification  can  go. 

Mr.  Bartlett.  Then  the  criticizm  you  made  just  now  with  refer- 
ence to  associating  a  man  who  had  committed  murder  with  another 
man  who  had  committed  some  lesser  offense,  would  not  apply  ?  It  is 
in  the  number  confined  together  that  you  find  ground  for  criticizm? 

Mr.  Harrison.  If  you  have  one  man  to  a  cell,  that  man  is  not 
going  to  associate  with  any  other. 

Mr.  Bartlett.  Either  good,  bad,  or  indifferent  ? 

Mr.  Harrison.  Worse  or  better  than  himself. 
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Mr.  Bartlett.  Of  course  not. 

Mr.  Harrison.  That  is  my  |)oint. 

Mr.  Bartlett.  Then,  your  idea  is  that  they  should  not  be  per- 
mitted to  associate  with  anybody,  whether  a  convict  of  the  same 
degree  of  crime  or  a  graver  crime  1 

Mr.  Harrison.  At  certain  times,  particularly  at  night.  I  should 
not  object  to  their  associating  in  classes 

Mr.  Bartlett.  I  will  use  the  word  "confined,"  then;  confined 
together  ? 

Mr.  Harrison.  Yes.  When  they  are  not  directly  under  the  super- 
vision of  somebody  I  should  say  that  they  should  then  not  be  allowed 
to  associate  with  each  other.  Some  of  the  New  York  prisons  are 
notable  examples  of  the  contrary  of  this  system,  wherein  tney  have  a 
positive  program  instead  of  a  distinctly  negative  program.  For 
instance,  they  attempt  to  correct  the  things  in  the  man  which  have 
led  him  to  be  a  crimmal.  They  try  to  give  him  such  physical  treat- 
ment. In  other  words,  they  diagnose  his  case,  making  a  record  of 
each  individual  man,  which  is  known  to  the  prison  keeper,  and  trying 
to  correct  his  physical  deficiencies  and  give  him  some  kind  of  educa- 
tional training,  and  even  training  in  industrial  pursuits,  so  that  when 
he  comes  out  he  has  a  positive  equipment  that  will  enable  him  at 
least  to  make  a  new  start. 

Mr.  Danforth.  Is  that  so  in  the  case  of  the  Illinois  reformatory 
now? 

Mr.  Harrison.  Yes. 

Mr.  Danforth.  Do  you  know  how  many  inmates  of  the  Illinois 
reformatory  occupy  double  cells? 

Mr.  Harrison.  No,  sir. 

Mr.  Danforth.  You  do  not  know  that  as  a  fact  about  one-third 
of  the  cells  are  double  cells,  not  because  of  choice  in  connection  with 
the  theory,  but  because  of  necessity  ?  They  have  not  sufficient  room 
to  give  them  single  cells. 

Mr.  Harrison.  No.  If  that  is  the  case,  then  that  is  to  be  con- 
demned on  the  same  ground. 

Mr.  Danforth.  I  am  not  defending  the  occupation  of  a  cell  by  two 
persons,  but  you  are  giving  the  case  of  these  low,  sordid  prisons  and 
prison  pens  occupied  by  this  convict  contract  labor,  and  comparing 
them  with  the  highest  grade  and  most  advanced  penal  institutions 
in  the  United  States.  I  happen  to  know  about  the  lUinois  reforma- 
tory where,  unfortunately,  because  of  lack  of  funds  and  means  to 
build  more  cells,  about  one-third  of  the  inmates  are  in  double  cells. 

Mr.  Harrison.  I  think,  however,  you  will  find  that  some  attempt 
has  been  made  there  to  classify  the  men  who  were  put  together. 

Mr.  Danforth.  There  is  no  question  about  that;  but  there  is  the 
most  advanced  case  of  penology  in  this  country,  and  apparently  this 
law  in  Alabama  is  a  very  crude  one,  and  they  can  not  go  to  those 
refinements. 

Mr.  Bartlett.  Have  you  ever  read  with  reference  to  the  manner 
of  confining  convicts  prior  to  1861?  I  know  in  Georgia  there  were 
separate  cells  for  each  convict  in  the  penitentiary  prior  to  1861. 

Mr.  Harrison.  I  visited  the  old  Alabama  prison,  that  has  been 
abandoned,  which  had  those  single  cells. 

Mr.  Bartlett.  Yes. 

Mr.  Harrison.  Of  course  they  are  quite  different  from  the  modern 
idea  of  a  single  cell 
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Mr.  Baktlett.  Yes,  of  course.  The  number  of  convicts  in  Ala- 
bama is  some  2,500  or  3,000,  is  it  not  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Right  at  that  point.  What  is  the  advantage— 
I  wish  you  would  explain  it — from  an  industrial  standpoint,  of  work- 
ing these  inexperienced  and  unfortunate  creatures,  instead  of  using 
experienced  mmers?  That  is  a  business  requiring  some  experience 
and  skill,  is  it  not? 

Mr.  Harrison.  Mining  does  not  require  the  same  skill  now  that  it 
used  to,  because  machine  workers  come  in  thoroughly;  but  there  are 
several  advantages.  One  is  that  in  the  case  of  the  State  convicts 
they  are  obtained  for  at  least  the  same  price  as  free  labor,  and  in  some 
cases  slightly  less. 

In  the  case  of  the  county  convicts,  they  are  obtained  for  from  8  to 
10  per  cent  less  than  the  current  free-labor  rate  in  the  district.  In 
the  course  of  a  year  that  saving  amounts  to  something. 

Another  reason  is  that  the  convict  labor  is  very  regular. 

In  the  Birmingham  district  a  great  deal  of  the  common  labor  is 
done  by  negroes,  and  most  of  the  large  companies  have  to  keep  from 
50  to  75  per  cent  larger  number  of  negroes  on  the  pay  roll  than  they 
expect  to  be  working  from  day  to  day,  in  order  to  keep  the  regular 
equipment  on  hand. 

In  the  case  of  the  convict  labor,  300  men,  for  instance,  go  to  sleep 
at  night,  and  300  men  get  up  the  next  day  and  are  ready  for  work, 
and  are  ready  for  work  the  next  day  and  the  next  day  throughout  the 
year  of  310  days.  It  is  regular.  I  was  told  by  a  number  of  employers 
that  that  was  one  of  the  greatest  things  they  hked  about  it. 

The  third  reason  is  that  it  is  a  block  toward  the  growth  of  labor 
unions  in  the  district.  I  was  told  by  a  number  of  employers  that  it 
hindered  the  labor  unions,  because  men  in  the  convict  mines  could  not 
strike.     If  they  quit  work  they  could  be  beaten  for  it. 

Mr.  Young.  That  is,  the  convicts  ? 

Mr.  Harrison.  Yes.  When  free  labor  has  a  grievance  which  it 
wishes  to  make  emphatic  by  some  kind  of  a  united  front  in  the  district, 
the  convict  camps  grind  out  their  regular  quota  from  day  to  day,  and 
they  take  the  edge  off  of  the  protest  that  free  labor  makes.  In  other 
words,  they  furnish  a  nucleus  of  coal  for  operating  during  labor 
troubles. 

The  Chairman.  Did  you  ever  discuss  this  with  any  of  the  officera 
of  the  steel  corporations  who  also  operate  steel  plants  as  well  as  coal 
mines  for  the  same  of  merchantable  coal  ? 

Mr.  Harrison.  I  did. 

The  Chairman.  What  did  they  say  about  it  ? 

Mr.  Harrison.  The  president  of  the  Tennessee  Co.  told  me  frankly 
that  he  thought  that  the  employing  of  convict  labor  in  the  district 
was  a  block  toward  unionism.  He  was  fair-minded  enough,  however, 
to  say  that  he  thought  that  they  ought  not  to  have  that  leverage  over 
the  unions. 

The  Chairman.  Do  you  know  anything  about  whether  this  char- 
acter of  labor  was  so  employed  during  the  strike  of  1908? 

Mr.  Harrison.  It  was  employed,  and  a  number  of  men  in  the  dis- 
trict told  me  that  they  believed  that  that  was  one  of  the  factors  in 
driving  out  unionism  from  the  coal  mines  of  Alabama  in  1908. 

The  Chairman.  Up  to  that  time  they  had  been  more  or  less  or 
ganized  ? 
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Mr.  Harrison.  Yes;  there  were  unions  in  the  coal  mines  up  to 
1908. 

The  Chairman.  And  the  free  miners  struck,  and  these  convicts 
kept  the  plants  of  the  various  steel  corporations,  including  the  Ten- 
nessee Coal  &  Iron  Co.,  in  operation  until  after  they  had  Broken  the 
back  of  the  strike? 

Mr.  Harrison.  I  do  not  think  we  could  begin  to  work  them  to  their 
full  capacity.  Of  course  they  kept  getting  oug  enough  coal  to  keep 
some  machinery  going. 

Mr.  Young.  Did  the  negroes  belong  to  the  labor  unions  previous  to 
this  strike  1 

Mr.  Harrison.  I  believe  not. 

Ml.  Young.  And  you  say  80  per  cent  of  the  labor  is  negro  labor  ? 

Mr.  Harrison.  In  the  convict  camps;  80  per  cent  of  the  convicts. 

Mr.  Young.  How  is  it  outside  of  the  convict  camps?  What  pro- 
portion of  the  free  labor  is  negroes  ? 

Mr.  Harrison.  I  have  not  investigated  that,  and  I  do  not  know. 

Mr.  Young.  Is  it  very  large  ? 

Mr.  Harrison.  I  should  say  it  was  probably  more  than  half,  on  a 
guess. 

Mr.  Young.  I  understood  you  to  say  a  little  while  ago,  speaking  of 
the  reasons  why  it  was  advantageous  to  employ  convict  labor,  that  the 
labor  there  was  principally  negro  labor  and  it  was  very  uncertain; 
that  they  had  to  keep  from  50  to  7.5  per  cent  more  men  on  the  pay 
roll  than  they  had  work  for,  so  as  to  be  sure  that  they  had  enough 
men  to  run  the  mines  from  day  to  day. 

Mr.  Harrison.  Yes. 

The  Chairman.  Do  not  colored  men  belong  to  the  labor  unions 
down  in  Alabama,  or  did  they  not  in  1908  ? 

Mr.  Young.  The  witness  stated  that  they  did  not. 

Mr.  Harrison.  As  I  say,  I  have  never  iuvestigated  labor  conditions 
there,  and  I  do  not  know,  but  my  impression  is  that  they  did  not, 
because  I  know  that  one  of  the  strong  arguments  in  favor  of  ruimkig  a 
certain  labor  leader  out  of  town  was  that  he  wanted  to  organize  the 
negroes  and  there  was  considerable  sentiment  against  it. 

Mr.  Young.  Among  whom  ? 

Mr.  Harrison.  Among  the  employees  in  general. 

Mr.  Young.  What  is  your  impression  as  to  the  attitude  of  the  white 
employees  as  to  belonging  to  unions  with  negroes  ?     Do  you  know ? 

Mr.  Harrison.  I  do  not  know,  other  than  an  impression.  My 
impression  is  that  they  would  not  favor  it  in  the  South. 

The  Chairman.  My  impression  is  merely  from  hearsay,  but  right 
there  within  a  few  miles  of  where  I  live.  Central  City,  for  instance, 
there  are,  I  would  say,  a  thousand  colored  men  who  belong  to  unions, 
some  of  them  officers  in  unions,  and  they  are  devoted  to  their  unions. 

Mr.  Bartlett.  Labor  unions  ? 

The  Chairman.  Yes;  labor  unions;  miners'  unions — I  forget  the 
title  of  them. 

Mr.  Bartlett.  They  do  not  belong  to  the  same  lodges  with  the 
white  people  ? 

The  Chairman.  Yes,  sir.  They  belong  to  the  same  unions,  go  to 
the  same  lodges,  and  are  even  officers  in  the  same  lodges,  and  work 
side  by  side  in  the  mines,  and  get  along  without  the  least  oit  of  trouble. 
We  have  thousands  of  colored  and  white  men  in  the  mines  in  western 
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Kentucky,  and  there  is  absolutely  no  trouble  on  the  race  question. 
Both  sides  are  devoted  to  their  unions  and  realize  that  each  fellow  has 
to  do  his  part.  I  have  never  known  of  any  trouble  among  them  in 
10  years. 

Mr.  Young.  Do  they  belong  to  the  same  unions  ? 

The  Chairman.  Yes;  and  to  the  same  locals.  Among  the  officers, 
some  of  them  are  white  and  some  of  them  colored.  Socially  they  are 
separate,  but  when  it  comes  to  a  matter  of  business,  they  meet 
together,  parade  together,  work  together,  and  there  is  absolutely  no 
trouble  on  that  line  at  all. 

Mr.  Bartlett.  That  is  not  true  where  I  live. 

The  Chairman.  In  the  coal  mines  of  Kentucky  I  know  that  to  be 
the  case,  from  my  own  personal  knowledge.  I  know  these  men,  and 
I  have  heard  them  talking,  at  the  time  of  the  trouble  in  Alabama, 
and  th«y  spoke  of  colored  men  who  were  in  the  unions  there.  But 
that  is  hearsay  on  my  part. 

Mr.  Bartlett.  I  know  this:  Some  time  ago,  several  years  ago, 
when  it  was  proposed  to  import  colored  miners  to  Illinois,  they  were 
not  permitted  to  do  so.  The  governor  of  IlHnois  said  he  would  not 
permit  it. 

The  Chairman.  We  have  a  great  many  nonunion  camps,  one  of 
them  containing  3,000  men — what  they  call  scab  labor;  out  those 
nonunion  camps  are  all  black  men,  and  they  are  constantly  recruited 
from  the  convict  camps  of  Tennessee  and  Alabama. 

Mr.  Young.  Ex-convicts,  you  mean? 

The  Chairman.  Yes. 

Mr.  Harrison.  I  should  like  to  make  this  statement,  Mr  Chairman, 
that  I  think  there  has  been  no  question  but  what  the  labor  unions 
have  wanted  to  organize  the  negroes,  and  have  attempted  to  do  it, 
and  would  like  to  do  so  now.  My  previous  statement  was  simply 
that  I  had  the  impression  that  they  were  not  organized.  That  is  only 
an  impression.  They  may  have  been  organized.  But  this  other 
point  that  was  raised  at  the  time  of  the  strike  of  1908  may  have  been 
as  to  organizing  them  into  the  same  local  unions,  and  that  may  have 
stirred  up  local  sentiment  against  it. 

The  Chairman.  I  have  been  under  the  impression — Judge  Bartlett 
will  correct  me  if  I  am  wrong — that  the  disposition  to  deny  the  black 
man  equal  rights  in  industrial  pursuits  was  practically  unknown  in 
the  South.  I  know  I  have  been  intimately  associated  with  a  great 
many  of  these  labor  organizations  and  have  studied  them  with  some 
interest,  and  it  is  not  only  true  of  the  coal  miners,  but  of  the  brick- 
layers and  the  carpenters  and  every  other  industrial  pursuit,  that  a 
man  is  never  discriminated  against  on  account  of  his  color  if  he  is 
honest  and  faithful. 

Mr.  Bartlett.  That  is  true  in  Georgia  and,  I  think,  all  through 
the  South.  They  do  not  discourage  the  colored  men;  they  encourage 
them  to  labor;  and  it  is  true  that  the  brick  masons  andf  carpenters 
and  other  trades  work  together  upon  the  same  budding  aU  over  the 
South,  in  my  city  and  every  other;  but  it  is  also  true,  down  in  Georgia, 
that  they  do  not  belong  to  the  same  local  unions  as  the  white  laborers 
do.     They  may  have  labor  unions 

The  Chairman.  The  general  organization  ? 

Mr.  B  .ETLETT.  No;  they  have  a  colored  union,  a  colored  brick- 
maker's  union,  for  instance.     It  may  have  been  organized  by  the 
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local  labor  organization  organizers  there,  but  they  do  not  meet  to- 
gether nor  associate  together  in  the  local  unions. 

Mr.  Harrison.  I  would  Hke  to  make  this  statement,  right  in  line 
with  that,  that  I  find  that  the  best-informed  men  in  Alabama  with 
whom  I  had  the  pleasure  of  associating  were  very  much  in  favor  of 
some  reorganization  of  the  whole  convict  system.  In  other  words, 
because  it  was  a  negro  problem  to  some  extent  was  no  reason  at  all 
for  their  shimning  the  problem  as  a  crime  problem  and  a  humanitarian 
problem,  but  they  were  the  men  who  had  been  thinking  about  it 
and  attempting  some  solution. 

Mr.  Bartlett.  The  great  number  of  convicts  makes  it  much  more 
difficult  to  solve  the  problem,  together  with  the  fact  that  the  States 
have  been  taxed  so  heavily,  so  far  as  their  resources  are  concerned, 
heretofore,  in  order  to  do  other  things  that  were  necessary. 

As  a  member  of  the  legislature  in  Georgia  many  years  ago,  I 
advocated  a  change  in  the  system,  but  it  is  only  in  the  last  10  years, 
or  the  last  8  or  10  years,  I  think,  that  we  have  been  able  to  eradicate 
it  from  our  law;  and  we  have  an  entirely  different  method  which,  of 
course,  is  not  as  satisfactory  as  we  would  Hke  to  have,  but  is  the  best 
we  can  do  under  the  conmtions  we  have.  I  have  no  doubt  it  will 
follow  along  in  that  country  and  that  this  hiring  out  of  convict  laborers 
for  profit  to  the  State  will  be  abolished.  It  should  be,  and  I  think 
it  will  be.  That  is  the  sentiment  of  the  best  people  with  whom  I 
come  in  contact  in  Georgia,  and  the  sentiment  of  the  people  in  that 
part  of  the  country. 

I  do  not  mean  to  say  that  some  good  people  do  not  advocate  the 
other  system,  but  that  system  we  inherited  and  got  thrust  upon  us 
by  people  who  were  not  as  much  interested  in  our  welfare  as  we  are 
ourselves,  and  ever  since  the  State  of  Georgia  got  control  of  its  own 
affairs,  or  ever  since  its  white  people  got  hold  of  its  own  affairs,  and 
its  native  people  got  control  of  its  own  affairs,  there  has  been  a 
struggle  and  an  effort  to  get  rid  of  that  system  which  was  put  upon 
us  in  1868.  Strong  and  influential  men  became  interested  in  the 
hire  of  these  convicts,  making  money  out  of  it,  and  they  resisted  any 
effort  to  bring  about  a  change;  and  the  legislature  was  not  able  to 
devise  a  scheme  by  which  it  would  be  abohshed. 

Gov.  Atkinson  was  elected  in  1894,  and  one  of  the  main  things  he 
advocated  was  the  abolition  of  this  system.  Finally  Gov.  Smith, 
now  one  of  the  Senators  from  Georgia,  advocated  it,  and  he  called  an 
extra  session  of  the  legislature  twice,  and  it  was  finally  gotten  through 
the  legislature  in  1906  or  1907;  and,  as  far  as  we  are  concerned, 
that  is  not  now  on  our  statute  books,  but  other  means  are  provided. 

With  reference  to  the  Alabama  law,  you  referred  to  an  instance  of 
a  boy  being  run  over  by  a  car  in  the  coal  mines  after  he  had  been 
convicted  of  walking  upon  the  railroad  track.  Do  you  know  whether 
there  is  any  compensation  paid  for  his  injury  in  such  a  case  as  that  ? 

Mr.  Harrison.  I  do  not  know  that. 

Mr.  Bartlett.  The  law  makes  provision  for  that,  does  it  not? 
The  Alabama  law  provides  that — 

When  a  convict,  without  fault  on  hia  part  and  while  working  out  his  sentence, 
receives  personal  injuries,  permanently  disabling  him  from  earning  a  living,  the 
board  of  inspectors  shall  have  power  to  make  provisions  for  his  support  until  the  expira- 
tion of  his  sentence,  at  a  cost  not  to  exceed  $8  a  month.  It  shall  be  the  duty  of  the 
president  of  the  board  of  inspectors  to  insert  a  clause  in  every  contract  of  hiring, 
fixing  a  liability  on  the  contractor  to  the  State  for  any  amount  thus  expended  for  the 
support  of  such  convict  so  disabled  until  the  termination  of  the  contract.     Nothing 
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herein  contained  shall  bar  the  right  of  such  convict  to  bring  his  action  against  the 
contractor  or  other  person  who  may  be  legally  liable  to  him  for  damages  on  account  of 
such  injuries. 

Mr.  Harbison.  I  know  that  suits  have  been  brought  against  the 
company. 

Mr.  Baetlett.  Under  this  provision  ? 

Mr.  Harrison.  Yes. 

Mr.  Baetlett.  And  the  State  undertakes,  when  a  man  is  per- 
manently injured,  to  provide  for  him  in  a  maimer  until  the  end  of  his 
sentence  ? 

Mr.  Harrison.  So  I  understand;  yes. 

Mr.  Bartlett.  You  said  this  convict,  this  boy,  had  been  sentenced 
because  of  some  misdemeanor,  and  was  sentenced  to  the  mines,  I 
understood  you  to  say;  is  that  right? 

Mr.  Harrison.  The  men  are  not  sentenced  to  the  mines. 

Mr.  Bartlett.  I  mean  he  was  sentenced  to  be  hired  out  and  was 
hired  out,  and  worked  in  the  mines  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  Do  you  know  how  old  he  was  ? 

Mr.  Haeeison.  I  tmnk  he  was  about  16  years  old. 

Mr.  Baetlett.  If  he  was  convicted  for  a  misdemeanor,  he  was  a 
county  convict  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  Is  it  not  a  fact  that  the  law  does  not  provide  for 
the  hiring  of  convicts  who  are  convicted  in  misdemeanor  cases  in  the 
mines,  and  does  not  allow  it  ? 

Mr.  Harrison.  I  did  not  know  of  that  law. 

Mr.  Bartlett.  I  will  read  it  to  you : 

Hard  labor — 

This  is  now  the  county  convict  system  of  Alabama- 


Mr.  Young.  What  is  the  date  of  that  ?     If  you  have  the  latest  law. 

Mr.  Bartlett.  1907. 

Mr.  Young.  That  is  pretty  recent. 

Mr.  Bartlett.  Yes;  Mr.  Harrison  is  testifying  about  1911. 

Mr.  Young.  Yes. 

Mr.  Bartlett  (reading) : 

Hard  labor  for  the  county  includes  labor  on  the  public  roads,  public  bridges,  and 
other  public  works  in  the  county. 

If  this  young  man  was  worked  in  the  mines  under  a  hard-labor 
sentence,  it  seems  to  me  he  was  improperly  sentenced  and  was  not 
properly  there. 

Mr.  Haeeison.  I  do  not  know  what  the  interpretation  of  the  law 
was. 

Mr.  Bartlett.  You  said  this  was  a  county  convict  ? 

Mr.  Haeeison.  Yes;  but  does  that  law  refer  to  the  county  con- 
victs ? 

Mr.  Young.  It  refers  to  misdemeanants,  does  it  not  ? 

Mr.  Bartlett.  It  says  here:  "To  provide  for  the  hiring,  manage- 
ment, control,  and  inspection  of  county  convicts." 

The  Chaieman.  I  read  this  law  entirely  dififerent: 

Hard  labor  for  the  county  includes  labor  on  the  public  roads;  public  bridges,  or 
public  works  in  the  county,  and  authorizes  the  letting  of  such  convicts  to  hire  to  labor 
anywhere  within  the  State  as  may  be  determined  by  the  court  of  county  commis- 
sioners  or  board  of  revenue. 
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It  simply  defines  what  hard  labor  for  the  county  includes. 

It  is  a  fact  that  two  or  three  hundred  of  these  county  convicts  were 
there  at  that  time  when  you  were  there,  Mr.  Harrison  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  You  saw  them  ? 

Mr.  Baetlett.  In  the  mines  ? 

The  Chairman.  And  if  the  Tennessee  Coal  &  Iron  Co.  had  them 
there,  and  this  law  provides  that  they  shall  not  be  there,  then  they 
were  there  in  violation  of  the  law  ? 

Mr.  Bartlett.  That  is  the  poiat  I  was  trying  to  get  at. 

The  Chairman.  And  the  officers  of  Alabama  and  of  the  Tennessee 
Coal  &  Iron  Co.  were  in  a  conspira,cy  not  only  to  work  these  men  and 
flog  them,  but  to  do  it  contrary  to  the  law.     Is  that  true  ? 

Mr.  Harrison.  I  should  not  be  able  to  answer  that,  because  I  do 
not  know  what  qualifications  have  since  been  added  to  that  law. 

The  Chairman.  Do  they  work  out  their  costs  as  well  as  the  fines  ? 

Mr.  Harrison.  Yes. 

The  Chairman.  Who  is  the  beneficiary  of  that  sort  of  an  arrange- 
ment ?    Just  explain  that. 

Mr.  Haeeison.  Those  fines  go  into  what  is  called  the  "Fine  and 
forfeiture  fund"  of  the  county — I  mean  the  money  from  the  county 
convicts;  and  that  fine  and  forfeiture  fund  is  used  to  pay  the  fees  of 
clerks  of  th^  criminal  and  circuit  courts,  I  beheve,  in  all  cases  where 
the  men  who  are  convicted  can  not  pay  their  fines  themselves. 

A  man  may  be  convicted  and  fined  and  pay  his  fine;  but  in  cases 
where  he  can  not  pay  his  fine,  then  it  is  taken  out  of  this  fine  and  for- 
feiture fund,  and  of  course  it  is  to  the  interest  of  the  men  who  are  paid 
by  fees  that  this  fund  contiaually  be  large  enough  to  cover  all  of  the 
needs. 

Mr.  Baetlett.  Here  is  the  provision  about  that,  as  to  how  it  shall 
be  paid: 

When  county  convicts  are  mred  out  unoer  the  provisions  of  this  article,  the  cost  of 
conviction  and  collection  shall  be  paid  by  the  county  treasurer  to  the  clerk  of  the  court 
in  which  the  convict  was  sentenced. 

Mr.  Haeeison.  To  the  clerk  of  the  court. 

Mr.  Bartlett.  That  is  the  law. 

The  Chairman.  What  part  of  it  does  the  sheriff  get  ?  What  has  he 
to  do  with  the  fixing  of  the  bond  ? 

Mr.  Harrison.  The  sheriff  in  Jefferson  County,  Ala.,  is  paid  on  a 
fee  system.  In  other  words,  he  is  paid  for  the  number  of  arrests  and 
for  a  lot  of  other  services. 

Mr.  Baetlett.  He  is  paid  so  much  per  person  ? 

Mr.  Harrison.  So  much  per  person;  yes. 

Mr.  Bartlett.  That  becomes  a  part  of  the  cost  of  the  prosecution  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  And  that  is  what  this  section  refers  to.  When  this 
money  is  collected  from  the  person  who  hires  the  convicts,  it  is  paid 
to  the  county  treasurer  or  the  clerk  of  the  court  in  which  the  convict 
was  sentenced  and  the  clerk  of  the  court  settles  with  the  sheriff  for 
his  cost  bill  ? 

Mr.  Harrison.  That  is  my  understanding;  yes. 

The  Chairman.  Who  fixes  the  bond  ? 

Mr.  Harrison.  The  sheriff  fixes  the  bond  of  the  man  who  is  ar- 
rested.    In  other  words,  he  is  judge  in  his  own  court,  practically,  and 
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because  of  the  profit  which  the  sheriffs  make  off  of  feeding  the  prison- 
ers it  is  naturally  to  the  interest  of  the  sheriff  fhiancially  to  get  as 
many  men  into  jail  as  possible  and  keep  them  there  as  long  as  possible, 
because  he  makes  at  least  two-thirds  of  the  State's  allowance  to  him 
for  feeding  the  prisoners  as  clear  profit.  I  was  told  of  cases  where 
people  felt  that  the  sheriff  refused  bonds  which  were  amply  adequate 
when  they  were  offered  to  him. 

Mr.  Baetlett.  You  mean  the  sheriff  fixes  the  amount  of  the  bonds 
as  well  as  judging  of  the  security? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Bartlett.  In  all  cases,  or  just  in  the  misdemeanor  cases  ? 

Mr.  Harrison.  I  understand  in  all  cases.  I  should  not  be  sure 
on  the  felony  cases. 

Mr.  Bartlett.  Do  you  know  it  is  the  law  that  the  judge  of  the 
court  that  issues  the  process  is  authorized  by  law  to  fix  the  bond  at 
any  time,  and  can  be  called  on  to  fix  the  bond,  and  ordinarily  does  it  ? 
Is  it  not  the  practice  that  the  prosecuting  officer,  the  solicitor,  as  he 
is  called  under  this  law,  ordinarily  fixes  the  bonil  ? 

Mr.  Harrison.  That  is  not  the  practice  in  Jefferson  County,  Ala., 
with  regard  to  the  misdemeanor  cases.  I  should  not  be  sure  as  to  the 
felony  cases. 

Mr.  Bartlett.  It  is  the  practice  in  the  State  where  I  live,  where 
we  have  misdemeanor  courts,  that  the  prosecuting  attorney  fixes 
the  bonds.  Of  course  the  sheriff  must  necessarily  be  the  judge 
of  the  sufficiency  or  the  validity  of  the  security. 

The  Chairman.  Is  that  profitable  to  him,  do  you  know? 

Mr.  Harrison.  Which? 

The  Chairman.  This  system. 

Mr.  Harrison.  There  are  no  statistics  published  in  Alabama 
showing  what  the  sheriffs  get  out  of  their  fees,  but  men  who  are 
familiar  with  the  undercurrents  of  politics  in  Birmingham  estimate 
that  the  sheriff  of  Jefferson  County  makes  from  fifty  to  eighty 
thousand  dollars  a  year  out  of  his  office.  No  one  with  whom  I  talked 
placed  the  figure  at  less  than  150,000. 

Mr.  Bartlett.  You  said  there  is  no  way  of  ascertaining.  Does 
not  the  law  of  Alabama  fix  the  fees  which  the  sheriff  shall  charge  in 
every  case? 

Mr.  Harrison.  Yes;  the  law  fixes  the  fees. 

Mr.  Bartlett.  Does  not  the  sheriff  have  to  report  to  the  court  and 
to  the  county  authorities  his  fees,  and  is  it  not  a  fact  that  every  time, 
before  the  sheriff  can  draw  anything  for  his  fees,  the  cost  bill  has  to 
be  approved  by  the  judge  of  the  court  where  ho  is  served? 

Mr.  Harrison.  All  that  is  true,  but  what  I  mean  to  say 

Mr.  Bartlett.  If  that  be  true,  if  the  sheriff  has  to  make  out  an 
itemized  statement  of  each  case,  as  to  the  cost  in  each  case,  and  pre- 
sent it  to  the  judge,  and  the  judge  approves  it  and  it  is  put  upon  the 
record,  why  is  there  not  evidence  of  how  much  it  is  worth? 

Mr  Harrison.  What  I  was  speaking  of  is  the  net  worth  of  the  office 
to  him.  He  has  to  employ  assistants,  as  to  which  I  had  no  means  of 
telling  concerning  the  amount  of  cost  to  him.  He  produces  a  great 
deal  of  food  that  he  sells  to  the  county  or  with  which  he  feeds  his  own 
prisoners. 

Mr.  Bartlett.  He  has  his  own  farm,  you  mean? 

Mr.  Harrison.  Yes. 
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Mr.  Bartlett.  Is  there  anything  reprehensible  in  that  ? 

Mr.  Hakeison.  No  ;  but  I  had  no  way  of  telling  what  that  food  cost 
is.  That  is  why  I  say  there  is  no  published  statement  made  of  what 
the  sheriff  makes  out  of  his  office.  A  fairly  good  estimate  can  be 
made  along  the  line  you  suggest,  but  as  to  an  exact  figure  it  can  not 
be  obtained. 

Mr.  Bartlett.  It  is  capable  of  being  exactly  computed  as  to  how 
much  is  allowed  by  the  law  for  each  arrest.  That  is  a  matter  of 
record  ? 

Mr.  Harrison.  Yes,  sir. 

Mr.  Bartlett.  Is  it  a  matter  of  record  as  to  how  much  he  gets  for 
each  prisoner  and  how  many  prisoners  a  year  he  feeds  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  And  the  county  pays  so  much  for  them,  and  the 
question  of  how  much  the  sheriff  makes  off  of  the  feeding  of  the  pris- 
oners is  a  matter  which  is  just  as  much  a  matter  of  calculation  as  when 
a  hotel  charges  at  $5  a  day.     You  do  not  know  how  much  it  costs. 

Mr.  Harrison.  There  is  this  further  qualification  that,  of  course, 
the  sheriff  does  not  get  these  fees  until 

Mr.  Bartlett.  Until  they  are  paid  ? 

Mr.  Harrison.  And  sometimes  I  understand  they  are  strung  along, 
and  reaUy  the  bulk  of  his  income  comes  to  him  after  he  leaves  the 
office. 

Mr.  Bartlett.  That  follows  in  this  way  I  apprehend:  That,  having 
filed  this  account  as  to  what  the  county  owes  him,  what  they  cafl 
insolvent  cost  in  criminal  cases  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  He  goes  out  of  office,  and  that  is  still  a  debt  against 
the  county,  to  be  paid  when  thiese  amounts  for  the  hire  of  convicts 
which  he  has  arrested  and  tried  are  paid  to  the  county  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  Of  course  the  county  would  owe  him  the  money? 

Mr.  Harrison.  That  could  be  computed;  but  in  cases  where  the 
fees  are  not  collected  I  am  not  sure  if  a  man  should  die  prematurely, 
before  he  worked  out  enough  of  his  sentence  to  pay  for  the  costs  m 
his  case,  but  that  some  case  of  that  sort  might  compUcate  it  slightly; 
but  that  would  only  be  a  slight  complication. 

I  should  say  you  are  correct  in  that,  in  that  the  total  amount  of  his 
fees  could  be  fairly  and  accurately  determined  for  the  length  of  time 
he  is  in  office.  I  have  made  an  estimate  here  of  the  profits  he  makes 
annually  on  food. 

The  Chairman.  Let  us  have  that. 

Mr.  Harrison.  The  State  auditor's  report  for  1910  shows  that  the 
sheriff  of  Jefferson  County  received  $22,877  for  feeding  prisoners  in 
that  year.  I  assume  that  two- thirds  of  that  is  a  profit,  which  would  be 
$15,250  above  his  other  fees. 

The  reason  I  say  two-thirds  is  that  the  law  allows  from  30  to  60 
cents  per  man  per  day  for  feeding,  according  to  the  number  of  men. 
In  Jefferson  County  the  number  is  large  enough  so  that  they  get  only 
30  cents,  but  it  was  testified  in  open  court  there  by  the  warden  in  the 
city  jail  that  he  could  feed  60  men  or  more  at  from  7  to  10  cents  a  day; 
and  that  he  gives  them  three  meals  a  day,  whereas  the  county  con- 
victs get  only  two.  So  that,  obviously,  they  do  not  cost  more  than 
10  cents  a  day  per  man  in  the  county  prison.  Further  than  that,  I 
17042— No.  44—12 3 
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have  a  statement  from  the  State  jail  inspector  that  the  average  cost 
per  man  per  day  was  between  7  and  9  cents. 

So  that  without  any  doubt  in  my  mind  the  sheriff  makes  two-thirds 
of  the  payment  to  him  by  the  State. 

The  Chairman.  Eight  at  that  point:  Is  he  vigilant  or  not  in  appre- 
hending these  petty  offenders  ? 

Mr.  Harrison.  I  should  say  his  vigilance  and  success  in  appre- 
hending them  is  almost  uncanny,  as  compared  with  the  ability  of  the 
average  policeman  in  gettiag  men  who  are  charged  with  petty  offenses. 

The  Chairman.  What  devices  are  employed  ? 

Mr.  Harrison.  I  have  no  positive  knowledge  of  any  devices  other 
than  legitimate  ones. 

I  did  hear  this  rumor:  It  was  told  to  me  that  practically  every 
sheriff  in  the  last  dozen  years  in  Jefferson  County  has  been  charged 
with  getting  out  decoys  to  start  a  game  of  crap  among  the  negroes, 
and  then  hauled  them  all  in.  I  did  know  that  one  Sunday  while  I 
was  in  Birmingham  something  like  60  were  hauled  in.  On  one 
Sunday  last  May  60  crap  shooters,  13  of  them  white,  were  arrested  in 
a  single  raid  in  the  mining  camps  at  Palos,  Bessie,  Pinckey  City,  and 
Blossburg. 

Which,  of  course,  was  a  disruption  of  the  free  labor  force  in  the 
mining  camps  and  which  is,  for  that  reason,  opposed — or  rather,  for 
that  reason  the  fee  system  is  opposed  by  the  large  employers  of  mine 
labor  in  the  district. 

Mr.  Bartlett.  The  purpose  of  this  investigation  is  co  inquire 
about  the  Steel  Corporation,  and  their  operation  of  these  convicts. 

Mr.  Harrison.  That  was  not  my  primary  purpose. 

Mr.  Bartlett.  I  know.  I  am  speakiag  of  the  investigation  of 
this  committee. 

Mr.  Harrison.  Oh,  yes;  pardon  me. 

Mr.  Bartlett.  As  to  your  investigation  of  these  convicts  and  their 
labor  in  the  Steel  Corporation's  mines,  how  did  that  compare  with  the 
operation  elsewhere;  with  the  way  they  are  worked  and  treated,  and 
that  sort  of  thing? 

Ml-.  Harrison.  I  should  say  that,  on  the  whole,  my  impression  was 
that  they  v;ere  a  little  better  treated  all  around  in  the  Steel  Corpo- 
ration mines  and  prisons  than  ia  the  others. 

Mr.  Bartlett.  Just  three  more  questions  and  I  am  through: 

These  county  convicts  of  which  you  have  been  speaking  are  under 
the  direct  control  and  management — although  you  call  them  county 
convicts — of  the  Alabama  prison  commission,  or  whatever  you  call  it; 
that  commission  has  control  of  the  others,  as  well  as  of  the  State  con- 
victs, has  it  not? 

For  instance,  it  is  provided  that  county  convicts  hired  out  by  the 
board  of  inspectors  shall  be  classified  in  all  other  respects  and  man- 
aged as  State  convicts  are  classified  and  managed  ? 

Mr.  Harrison.  Yes. 

Mr.  Bartlett.  This  is  the  way  they  are  hired  out  now: 

If  the  court  of  county  commissioners,  or  board  of  revenue,  determine  to  let  the  county 
convicts  to  hire  or  labor,  such  court  or  board  shall  enter  on  its  minutes  an  order  to 
that  effect  and  the  judge  of  probate  must  immediately  notify  the  president  of  the 
board  of  convict  inspectors  of  such  determination  and  send  him  a  certified  copy  of 
such  order. 

The  board  of  convict  inspectors  mustat  once,'upon  receipt  of  the  notice  provided 
for  in  the  preceding  section,  proceed  to  hire  out  such  county  convicts  in  accordance 
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with  the  provisions  of  law  and  the  rules  and  regulations  of  the  board  of  inspectors 
regulating  the  hire  of  State  convicts,  except  that  the  bonds  of  the  contractors  shall 
be  payable  to  the  county. 

The  purpose  of  reading  these  sections  is  to  show  that  all  these  pro- 
visions for  the  care,  protection,  and  regulation  and  management  of 
these  convicts  apply  to  the  county  convicts  as  well  as  to  the  ones 
convicted  as  State  convicts. 

Mr.  Harrison.  Yes.     This,  in  a  nutshell 

Mr.  Baetlett.  In  other  words,  the  provisions  which  I  have  read 
with  reference  to  caring  for  the  sick  and  the  weak,  providing  for  their 
not  having  excessive  punishments,  and  that  sort  of  thing,  apply  to 
the  county  convicts  as  well  as  to  the  State  convicts  ? 

Mr.  Harbison.  Yes. 

Mr.  Baetlett.  And  they  are  under  the  same  management  and 
control  from  the  governor  now  ? 

Mr.  Harrison.  Yes;  except  that  I  think  the  working  out  of  the 
control  is  not  so  thorough  in  the  case  of  the  county  convicts  as  it  is 
in  the  case  of  the  State  convicts,  largely  because  there  is  a  little  more 
direct  relation  between  the  State  warden,  probably,  and  the  State 
officials — the  State  board — than  in  the  other  case. 

Mr.  Bartlett.  Oh,  no;  the  same  inspectors,  the  same  wardens — 
the  same  classes;  I  do  no    mean  the  identical  persons 

Mr.  Haeeison.  Yes. 

Mr.  Baetlett  (continuing).  But  the  same  provisions  are  here  with 
respect  to  these,  and  they  are  responsible  to  the  governor  and  to  the 
board  of  prison  management,  or  whatever  the  name  may  be,  as  much 
in  the  case  of  the  county  convicts  as  they  are  in  the  case  of  the  State 
convicts. 

In  other  words,  the  State,  by  this  law,  undertakes  to  supervise  and 
care  for  both  classes  of  convicts  alike? 

Mr.  Haeeison.  It  undertakes  to  do  that;  yes. 

Mr.  Baetlett.  That  is  what  I  meant. 

Mr.  Harrison.  I  should  say  that  the  responsibility  felt  by  the 
county  wardens  to  the  State  board  is  not  as  great  as  the  State  wardens 
feel  toward  the  State  board.  For  that  reason,  possibly,  the  condi- 
tions are  not  as  good.  In  a  nutshell,  my  feeling  about  the  convict 
system  is  that  it  is  to  be  condemned,  because,  instead  of  being  a  sys- 
tem of  rehabilitating  or  reconstructing  or  reforming  the  moral  fiber 
of  the  men  who  come  under  its  jurisdiction,  it  is  a  system  of  economic 
gain.     It  is  an  economic  system  rather  than  a  reform  system. 

The  Chairman.  Do  you  know  how  much  the  State  of  Alabama 
makes  on  these  convicts,  about? 

Mr.  Harrison.  About  $400,000  out  of  the  State  convicts,  and  the 
counties  get  about  $100,000. 

The  Chairman.  That  much  a  year,  clear  money  ? 

Mr.  Harrison.  Yes,  sir;  that  is  net  profit. 

The  Chairman.  On  how  many  convicts  ? 

Mr.  Haeeison.  Two  thousand  five  hundred  State  convicts  and  700 
county  convicts.  I  should  condemn  the  system  on  those  grounds, 
and  I  think  that,  to  some  extent,  companies  employing  State  and 
county  convicts  must  have  some  moral  responsibility  in  the  continu- 
ance of  such  a  system,  although,  perhaps,  the  primary  responsibility 
goes  back  to  the  State. 

Mr.  Young.  There  is  not  much  opportunity  for  any  reformatory 
work  among  the  prisoners  tmder  this  system  ? 
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Mr.  Baktlett.  There  is  a  reformatory  for  young  criminals  in  Ala- 
bama, I  believe;  is  there  not? 

Mr.  Harrison.  There  is  something  that  answers  the  purpose  of  a 
reformatory  for  young  negro  offenders. 

Mr.  Bartlett.  The  statute  makes  no  distinction  as  to  negroes. 

Mr.  Harrison.  This  happens  to  be  a  private  institution  that  ha3 
never  had  a  cent  of  money  from  the  State,  and  it  takes  care  of  young 
offenders  in  the  Birmingham  district. 

Mr.  Bartlett.  But  the  Alabama  law  provides  for  a  reformatory 
for  young  criminals,  does  it  not  ? 

Mr.  Harrison.  I  do  not  know. 

Mr.  Bartlett.  I  think  it  does. 

Mr.  Harrison.  If  it  does  it  has  never  been  adequately  carried  out. 

Mr.  Bartlett.  That  may  be  so,  but  it  is  provided  for.  There  is 
provision  made  for  it. 

Mr.  Harrison.  They  have  a  reformatory  for  white  boys. 

Mr.  Bartlett.  It  is  provided  for  county  convicts  under  16  years  of 
age.     It  does  not  say  white  or  black.     The  provision  reads : 

County  convicts  under  16  years  of  age  may  be  sentenced  to  a  term  in  the  reformatory 
provided  for  in  this  chapter,  or  to  hard  labor  for  the  county,  in  the  discretion  of  the 
presiding  judge;  and  in  such  event  the  costs  of  conviction,  not  exceeding  $50,  shall 
be  paid  out  of  the  convict  fund  as  provided  in  cases  of  sentence  to  the  penitentiary. 

The  Chairman.  That  law  provides  that  they  shall  be  sentenced 
either  in  one  way  or  the  other;  either  to  hard  labor  or  to  the  refor- 
matory. 

Mr.  Bartlett.  That  is  what  I  read.  There  is  a  reformatory  pro- 
vided in  the  law  for  convicts  under  16  years  of  age.  They  can  be 
sent  to  the  reformatory,  at  the  discretion  of  the  juc^e. 

Mr.  Young.  Your  understanding  is,  Mr.  Harrison,  that  only  the 
white  boys  are  sent  to  that  reformatory? 

Mr.  Harrison.  I  know  that  there  is  a  reformatory  for  white  boys, 
and  my  understanding  is  that  there  is  no  State  reformatory  for 
colored  boys.  I  know  that  there  are  two  private  institutions  in  the 
State  that  answer  the  purpose  of  reformatories. 

Mr.  Young.  But,  as  Judge  Bartlett  has  shown,  there  seems  to  be 
no  distinction  in  the  law  between  the  whites  and  the  blacks. 

Mr.  Harrison.  Yes. 

Mr.  Young.  And  if  there  is  a  distinction  in  the  practice  it  is 
simply  because  only  the  white  boys  are  sent  to  this  reformatory  ? 

Mr.  Harrison.  That  would  seem  to  be  the  case. 

Mr.  Young.  The  blacks,  under  the  discretion  there  vested,  are 
otherwise  disposed  of  ? 

Mr.  Bartlett.  They  are  sent  to  the  colored  reformatories, 
probably. 

The  Chaieman.  This  colored  reformatory  you  are  talking  about  is 
maintained  by  subscriptions,  to  a  great  extent  made  by  philanthropic 
and  generous  white  people,  is  its  not,  and  these  old  darkies  are 
helped  out  in  that  way  ? 

Mr.  Harrison.  It  is  maintained  largely  by  the  help  of  one  white 
man.     The  thing  was  first  started  by  a  white  man. 

The  Chairman.  Does  this  old  negro,  referred  to  in  your  article  in 
the  Survey,  find  it  necessary  to  flog  the  inmates  of  his  institution 
with  a  five-foot  thong  a  quarter  of  an  inch  thick  ? 
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Mr.  Habbison.  I  understand  that  he  has  no  chains  or  bars  or 
straps  for  disciplining. 

The  Chaieman.  How  many  inmates  has  this  one  old  negro  got 
under  his  charge  ? 

Mr.  Harrison.  An  average  of  33.     He  has  had  200. 

TheCHAffiMAN.  I  have  a  letter  here  from  Mr.  Fitch  giving  that 
estimate  of  the  board  of  trustees  for  Chicago  that  he  sent  the  com- 
mittee.    I  shall  insert  it  at  the  close  of  this  hearing. 

Mr.  Young.  That  is  the  estimate  of  the  cost  of  living  ? 

The  Chairman.  Yes ;  Mr.  Young  requested  it  and  he  sent  in  one 
yesterday  and  one  to-day. 

Whereupon  at  12.55  p.  m.,  the  committee  adjourned  until  to- 
morrow, Thursday,  February  8,  1912,  at  10.30  o'clock  a.  m. 

The  letter  from  Mr.  Fitch,  referred  to  by  the  chairman,  is  as  follows; 

105  East  Twentt-second  Street, 

New  York,  February  5,  1912. 
Hon.  A.  0.  Stanley, 

House  Office  Building,  Washington,  D.  C. 
My  Dear  Mr.  Stanley:  I  am  sending  you  herewith  a  copy  of  the  estimate  made  by 
the  Chicago  Charity  Organization  Society  in  regard  to  the  cost  of  living. 

I  handed  the  Pittsburgh  estimate  to  the  stenographer  on  Satin-day.  I  have  also 
asked  Mr.  Hugh  Fox,  secretary  of  the  United  States  Brewers'  Association,  to  send  you 
a  copy  of  the  compensation  plan  that  has  been  worked  out  by  the  brewers  and  the 
brewery  workers.  It  came  up,  you  may  remember,  in  my  testimony  on  Friday,  and 
I  said  then  that  I  would  send  you  a  copy. 

Yours,  very  truly,  John  A.  Fitch. 


South  Chicago,  January  9,  1911.^ 

Yearly  budget  for  family  of  five  (an  unshilled  laborer,  wife,  and  three  children  living  in 

South  Chicago). 

Estimate  made  by  three  visitors  from  Charity  Organization  Society,  one  visitor  from  Social  Settlement, 
and  tlie  local  supervisor  of  the  visiting  nurses.] 

Rent,  $9 1108.00 

Food,  $6  a  week 312.  OO 

li  quarts  milk 43.68 

Clothing: 

For  man |28. 00 

For  woman 10. 00 

For  children 24. 00 

For  shoes 38. 00 

100.00 

Light  and  fuel 50. 00 

Insurance  (5  cents  a  week  for  child,  $2  quarterly  for  man) 15. 80 

Total 629.48 

Estimates  differ  only  in  following  instances:   Rent  $8  to  $10.     Fuel  and  light,  $45 
to  $54.    Beer  acknowledged  often  as  substitute  for  milk.  *"■ 
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Committee  on  Investigation  of  the 

United  States  Steel  Corpoeation, 

House  of  Kepeesentatives, 

Thursday,  February  8,  1912. 
The  committee  this  day  met,  Hon.  Augustus  0.  Stanley  (chairman) 
presiding. 
The  Chaieman.  The  committee  will  resume  its  proceedings. 
Mr.  Olander,  will  you  be  sworn,  please  ? 

STATEMENT  OF  V.  A.  OlANDEE. 

The  witness  was  duly  sworn  by  the  chairman. 

Mr.  Olandee.  Mr.  Chairman,  I  would  like  to  make  a  statement 
regarding  a  scheme  known  as  the  welfare  plan,  which  is  being  used 
on  the  vessels  of  the  Pittsburg  Steamship  Co. 

The  Chaieman.  I  will  ask  you  to  explain  to  the  committee  what 
experience  you  have  had  as  a  seaman  on  the  Lakes,  what  position  you 
now  occupy;  and  then  I  will  request  Mr.  Olander,  gentlemen,  who 
has  made  a  study  of  this  question,  to  explain  the  welfare  plan,  under 
which  he  has  in  a  way  operated,  and  has  had  experience. 

Mr.  Olandee.  I  am  at  present  secretary  of  the  Lake  Seaman's 
Union,  an  organization  of  sailors  on  the  Great  Lakes.  I  have  held 
one  office  or  another  in  that  organization  for  the  last  10  years,  about. 
During  that  time,  of  course,  I  have  come  in  close  contact  with  great 
numbers  of  men  working  on  the  Lakes,  acting  as  their  representative 
during  that  period. 

Previous  to  that  I  worked  as  a  sailor  in  various  capacities  on  lake 
^hms,  for  a  period  of  about  14  years. 

Mr.  Beall.  How  many  men  are  there  in  your  organization? 

Mr.  Olandee.  There  are  at  present  about  4,000  men.  Through 
my  close  contact  with  the  men  I  am  fairly  faniiliar  with  the  condi- 
tions of  other  men  on  the  vessels,  such  as  marine  firemen,  and  marine 
cooks,  and  the  use  of  this  welfare  plan  applies  as  against  all  of  them. 

The  Chairman.  Explain  first  to  the  committee  what  this  welfare 
plan  is.  Then  I  will  ask  you  to  explain  the  effect  of  the  welfare  plan, 
clause  by  clause,  upon  the  sailors  and  other  employees  on  the  boats 
on  the  Great  Lakes. 

Mr.  Olandee.  I  will  read  some  sections  of  it,  but  before  doing  that 
let  me  say  that  they  have  never  been  able  to  enforce  it  against  us 
thoroughly. 

The  Chaieman.  Explain  from  the  beginning  what  this  welfare 
plan  is.  Some  of  the  members  of  the  committee  may  not  know,  as 
you  do.  Explain  what  it  claims  to  do.  I  understand,  perhaps,  but 
others  may  not — so  that  they  may  know  exactly  what  you  are  dis- 
cussing. 

2995 


2996  UNITED   STATES   STEEL.  COEPOBATION. 

Mr.  Olander.  The  Pittsburgh  Steamship  Co.  is  a  part  of  the  Lake 
Carriers'  Association.     This  plan  was  adopted  by  that  association. 

The  Chairman.  For  the  control  of  its  employees  ? 

Mr.  Olander.  For  the  purpose  of  controlling  its  employees. 

The  first  article  of  the  plan,  under  the  heading,  "Assembly  rooms," 

reads  as  follows : 

These  shall  be  established  in  such  principal  ports  on  the  Lakes  as  the  special  com- 
mittee acting  responsible  to  executive  committee  shall  from  time  to  time  decide. 
These  rooms  shall  be  clean,  bright,  and  attractive,  with  good  sanitary  provisions,  and 
furnished  with  current  newspapers,  magazines,  and,  as  they  may  be  secured,  with 
libraries.  They  will  be  provided  with  writing  material,  assistance  in  the  writing  of  let- 
ters, reliable  places  of  address  for  letters,  and  have  similar  conveniences.  For  the 
privilege  of  their  use,  under  reasonable  rules  for  proper  use,  the  charge  shall  be  at  the 
rate  of  $1  per  year  to  seamen  and  a  somewhat  larger  charge  to  officers,  available  to  all 
officers  and  seamen  who  have  a  certificate  of  recommendation  as  such  from  the  associa- 
tion, and  the  revocation  of  such  certificate  shall  debar  further  use  of  the  assembly  rooms 
under  the  certificate. 

The  assembly  rooms,  by  the  way,  are  the  shipping  offices  through 
which  and  only  through  which  the  men  are  employed  on  board  ships. 
It  is  there  they  are  hired  to  go  aboard  the  ships. 

Mr.  Reed.  Could  you  tell  us  just  what  companies  are  in  that  Lake 
Carriers'  Association? 

Mr.  Olandek.  Practically  all  the  steamship  companies  that  are 
engaged  in  carrying  iron  ore. 

The  Chairman.  What  company  is  the  dominant  factor  ? 

Mr.  Olander.  The  Pittsburgh  Steamship  Co.  undoubtedly. 

The  Chairman.  And  the  Pittsburgh  Steamship  Co.  is  a  subsidiary 
of  what  company  ? 

Mr.  Olander.  Of  the  United  States  Steel  Corporation. 

Mr.  Reed.  Are  the  grain  and  coal  carriers  members  of  that 
association  ? 

Mr.  Olander.  The  same  vessels  that  carry  grain  and  coal  also 
carry  iron  ore.     There  are  some  few  exceptions  to  that. 

The  second  article,  headed,  "Certificates  or  cards,"  reads  as  follows: 

Any  officer  or  seaman  applying  for  a  certificate  or  recommendation  of  the  Lake  Car- 
riers' Association  must  declare  himself  willing  and  pledge  himself  to  discharge  his 
lawful  duties  toward  the  ship  on  which  employed,  regardless  of  membership  or  affilia- 
tion on  his  own  part  or  that  of  any  other  member  of  the  officers  and  crew  with  any  union 
or  association  of  any  kind;  and  these  certificates  once  given  must  be  revocable  in  the 
discretion  of  the  association  upon  such  information  as  it  shall  have  received  and 
requiring  that  its  consideration  and  decision  of  the  matter  shall  be  exclusive  and  final. 

Mr.  Young.  Right  there,  does  this  term  "association,"  all  through 
this  article  that  you  are  reading,  refer  to  the  Lake  Carriers'  Asso- 
ciation ? 

Mr.  Olander.  It  refers  to  the  Lake  Carriers'  Association. 

Mr.  Young.  You  did  not  make  it  clear,  and  I  was  not  certain. 

Mr.  Olander.  The  third  article,  headed  "Issuing  certificates," 
roads  as  follows: 

In  putting  the  system  in  operation,  certificates  of  competence  will  be  granted  as  a 
matter  of  course  to  holders  of  Government  licenses  according  to  the  grades  of  the 
license.'!.  There  will  be,  then,  two  other  grades  of  certificates — to  able-bodied  seamen 
and  to  ordinary  seamen.  The  regular  certificate,  below  licen.=e  officer,  will  be  issued 
in  the  first  instance,  and,  until  record  in  discharge  book  can  be  presented,  to  any 
seaman  upon  its  own  representation  as  to  previous  service,  supported  by  such  infor- 
mation as  the  issuing  officer  can  obtain,  preferably  the  recommendation  of  at  least  one 
licensed  officer,  and  conditioned  on  the  pledge  of  the  applicant  that  his  representa- 
tions are  true  and  that  he  will  faithfully  perform  all  lawful  duties  without  reference 
to  membership  or  afliliation  of  himself  or  other  members  of  officers  and  crew  in'  any 
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union  or  association  whatsoever,  with  the  discretion  and  authority  in  the  association 
to  revoke  ita  certificate  of  recommendation  on  such  information  as  shall  have  come 
to  it. 

The  fourth  article,  under  the  heading,  "Record  discharge  books," 
reads  as  follows: 

To  insure  the  liability,  the  certificate  will  be  limited  to  one  year,  so  as  to  cover  a 
season  of  navigation.  At  the  time  of  issuing  the  certificate,  and  except  as  to  masters 
and  chief  engmeers,  the  association  record  discharge  book,  bearing  the  same  number 
as  the  certificate,  will  be  put  in  the  hands  of  the  nolder,  to  be  deposited  by  him  at 
the  time  of  signing  articles  with  the  master  or  chief  engineer,  according  to  the  depart- 
ment of  service.  In  this  book  such  executive  ofBcer  will,  at  the  termination  of  the 
service  on  the  ship,  enter  a  discharge,  and,  in  appropriate  column,  a  statement  of  the 
charact.er  of  service.  If  this  entry  be  "good"  or  "fair,"  the  book  shall  be  returned 
direct  to  the  man,  but  when,  in  the  best  judgment  of  the  officer  with  whom  the  book 
is  deposited,  such  entry  can  not  justly  be  made,  and  in  every  case  of  desertioji  or 
failure  to  serve  after  engaging,  the  book  shall  be  returned  by  the  master  to  the  secre- 
tary of  the  association,  together  with  a  statement  of  explanations  from  the  officer  with 
whom  the  book  was  deposited. 

The  association  will  thereupon  take  such  action  and  in  such  manner  as  it  may  deem 
wise  and  just  after  canceling  its  outstanding  certificate. 

Those  four  articles  are  reaUy  the  meat  of  the  plan.  In  addition  to 
them  are  three  other  articles  having  reference  to  burial  benefits  and  to 
accident  benefits  and  to  a  shipwreck  benefit.  The  shipwreck  benefit 
is  for  loss  of  clothes  and  amounts  to  $30  for  the  members  of  the  crew 
and  to  $50  for  ofiicers,  payable,  of  course,  only  to  men  who  are  regis- 
tered under  this  plan  and  who  are  in  good  standing  in  their  discharge 
books. 

The  accident  and  death  benefit  is  as  follows,  and  I  mention  this 
merely  for  the  information  of  the  committee,  because  we  have  not 
any  particular  objection  to  their  burying  us  after  we  have  died.  It 
is  what  they  do  to  us  when  we  are  alive  that  we  complain  of. 

The  scale  is  as  foUows: 

Master 1500 

Chief  engineer 400 

First  mate 250 

Second  engineer 250 

Second  mate 150 

Third  engineer 150 

Steward 150 

Able-bodied  seaman. . . , 100 

Ordinary  seaman 75 

In  order  to  obtain  burial  under  those  benefits  I  may  state  inci- 
dentally that  we  have  got  to  die  on  board  a  ship  which  is  enrolled  in 
the  association,  as  I  understand  it. 

The  Chairman.  Now,  I  will  get  you  to  take  up  these  clauses,  one  at 
a  time,  and  show  how  they  operate,  what  is  the  purpose  of  the  provi- 
sion, and  what  is  the  effect. 

Mr.  Olandek.  The  first  clause  having  reference  to  assembly  rooms 
refers  to  shipping  offices,  and  is  for  the  purpose  of  having  control  over 
the  men  whQe  they  are  there  unemployed. 

Mr.  Young.  That  is  your  construction  of  what  the  purpose  is,  is 
it  not  ? 

Mr.  Olander.  Yes;  my  knowledge  of  the  matter  in  some  of  its 
workings;  my  observations  during  a  period  of  nearly  three  years 
during  which  this  plan  has  been  in  operation. 

Mr.  Young.  Let  us  understand.  Can  not  you  get  employment 
from  these  companies  unless  you  subscribe  to  this  plan  and  become  a 
member  of  this  association  'i 


2998  UNITED   STATES   STEEL  COBPOBATION. 

Mr.  Olakder.  Tkat  is  a  condition  of  employment.  You  have  to 
subscribe  to  tlie  plan,  and  you  secure  your  employment  through  these 
shipping  offices. 

The  Chairman.  Right  there,  tliis  is  called  sometimes  a  federation, 
is  it  not.  Do  you  know  what  this  welfare  plan  is  modeled  after; 
what  plan  or  system  ? 

Ml-.  Olandee.  It  is  the  same  system,  but  a  great  deal  more  vicious, 
and  I  use  that  word  advisedly,  Mr.  Chairman,  as  was  conducted  so 
long  by  the  Sliipping  Federation  (Ltd.),  of  Great  Britain. 

The  Chairman.  How  long  has  that  been  conducted,  and  what  is 
the  effect  of  it  ? 

Mr.  Olander.  I  think  they  operated  that  system  of  employing 
men  for  some  20  years. 

The  Chairman.  Under  a  welfare  plan  somewhat  similar  to  this  ? 

Mr.  Olander.  Very  like  this,  practically  the  same  thing. 

The  Chairman.  Was  it  called,  'Welfare  plan"  ? 

Mr.  Olander.  No.  It  was  known  as  the  shipping  federation 
system. 

Mr.  Olander.  The  Shipping  Federation  (Ltd.),  of  Great  Britain. 
That  plan  was  in  operation  20  years  in  England  and  in  some  ports 
on  the  Continent.  At  the  end  of  those  20  years  approximately  a  third 
of  England's  merchant  marine  was  manned  by  Chmamen  and  men  of 
like  nationality,  Asiatics,  of  some  kind. 

The  conditions  had  become  so  bad  that  they  found  it  increasingly 
difficult  to  get  EngHshmen  to  go  to  sea.  Last  summer,  however,  the 
seamen  rebelled.  You  may  have  heard  of  the  great  strike  that  took 
place  in  England.  That  strike  began  in  a  movement  against  the 
Shipping  Federation  (Ltd.),  and  was  for  the  purpose  of  getting  away 
from  their  system  of  employment,  rather  than  for  anything  else. 

To  show  the  feehngs  of  the  men  in  the  matter — this  might  be 
matter  of  information  to  you — all  of  the  men  who  went  out  on  the 
strike  were  not  organized.  I  think  it  is  safe  to  say  that  a  majorityof 
them  were  not  organized.  The  union  men  led  the  fight;  that  is,  the 
organized  workers  led  the  fight ;  but  the  rest  of  them  were  so  resentful 
against  the  system  that  had  been  imposed  upon  them  ,that  they 
followed  them  out  and  stayed  out  with  them. 

Mr.  Young.  Did  the  question  of  wages  enter  into  that  strike  ? 

Mr.  Olander.  Partially.  The  important  question,  however,  was 
what  was  known  as  the  Shipping  Federation  ticket,  similar  to  the 
certificate  issued  by  the  Lake  Carriers'  Association  and  in  use  on 
the  vessels  of  the  Pittsburgh  Steamship  Co. 

The  Chairman.  What  was  the  result  of  that  among  the  sailors  ? 

Mr.  Olander.  The  result  of  the  English  fight  ? 

The  Chairman.  Yes. 

Mr.  Olander.  The  result  was  the  almost  entire  abolition  of  the 
Shipping  Federation  ticket,  and  a  different  system  of  shipping.  Let 
me  say  that  in  England  they  use  a  discharge  book  also,  but  it  is 
issued  by  the  board  of  trade  and  under  the  supervision  therefore  of 
the  Government.  It  can  not  be  taken  away  from  the  man;  he  can 
not  be  deprived  of  it.  It  does  not  necessarily  involve  that  there 
must  be  a  character  marked  in  it,  which  at  best,  you  wiU  understand 
is  simply  the  opinion  of  the  master  of  the  seaman. 

The  Chairman.  Now,  take  up  the  first  article. 
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Mr.  Reed.  Mr.  Chairman,  just  at  this  point,  would  it  not  be  well 
to  learn  what  proportion  of  the  vessels  covered  by  this  Lake  Carriers' 
Association  is  owned  by  the  Pittsburgh  Steamship  Co.,  so  that  wc 
may  see  how  far  the  Steel  Corporation  is  responsible  for  this  plan, 
whether  it  is  good  or  bad  ? 

Mr.  McGiLLicuDDY.  That  is  what  I  would  like  to  know  myself. 

Mr.  Olandee.  The  Pittsburgh  Steamship  Co.  owns — and  these 
figures  are  approximate— about  one-quarter  of  the  tonnage  in  the 
Lake  Carriers'  Association. 

Mr.  Eeed.  What  proportion  of  the  vessels  ? 

Mr.  Olander.  That  would  be  nearly  one-quarter  of  the  vessels. 

Mr.  Young.  Are  the  Gilchrist  interests  in  the  association  ? 

Mr.  Olandee.  Yes;  the  Gilchrist  interests  are  in  the  association. 

Mr.  Young.  About  what  proportion  do  they  own? 

Mr.  Olandee.  I  should  judge  at  a  guess  about  one-tenth  or  perhaps 
a  little  more. 

The  Chairman.  Who  is  the  president  of  the  Pittsburgh  Steamship 
Co.  ?    Who  is  the  head  of  that  ? 

Mr.  Olandee.  Mr.  Harry  Coulby,  of  Cleveland,  Ohio. 

The  Chaieman.  What  is  his  attitude?  Does  he  assume  to  domi- 
nate this  situation?  Has  he  ever  made  any  statement  about  the 
attitude  of  the  Pittsburgh  Steamship  Co.  toward  the  other  shippers  ? 

Mr.  Olandee.  In  answer  to  that  let  me  say  that  my  information  is 
that  during  the  last  season  or  two  about  one-half  of  the  iron  ore 
carried  down  the  Lakes  is  carried  for  the  United  States  Steel  Cor- 
poration. 

Mr.  Bartlett.  How  much  ? 

Mr.  Olandee.  About  one-half  of  the  ore  carried  down  the  Lakes 
during  the  last  few  seasons. 

Mr.  Bartlett.  Carried  by  the  vessels  in  which  they  are  interested 
or  by  independents  ? 

Mr.  Olandee.  No;  their  own  vessels  do  not  carry  all.  They  fur- 
nish freight  to  other  vessels  and  naturally  have  some  control  over 
those  other  vessels  and  the  policy  of  the  other  vessels  to  whom  they 
furnish  cargoes. 

Mr.  Bartlett.  By  being  a  large  shipper  of  ore,  they  are  interested 
in  the  policy  of  the  owners  of  these  vessels;  is  that  it  ? 

Mr.  Olander.  The  shipowner  who  wants  a  cargo  to  carry  naturally 
will  favor  the  shipper  to  some  extent.  When  this  plan  was  inaug- 
urated and  when  the  first  attack  was  made  upon  the  rights  to 
organize  on  the  Lakes  Ln  1908  the  Pittsburgh  Steamship  Co.  itself 
began  the  open  movemetit. 

We  heard  nothing  of  a  move  of  that  kind  on  other  ships  until  we 
had  first  heard  around  the  docks  and  on  board  the  vessels,  through 
the  captains  of  the  vessels,  that  unless  the  other  owners  followed  the 
policy  of  the  Pittsburgh  Steamship  Co.,  they  would  not  be  given 
cargoes  to  carry. 

Now  I  can  not  give  you  the  names  of  any  men  who  told  those 
stories.  They  were  told  by  the  captains  of  the  ships  after  they  had 
gotten  instructions  from  the  owners.  Of  course  I  could  not  give 
vou  those  names  because  if  it  were  known  that  any  of  those  men  had 
Deen  talking  to  me  or  to  men  in  my  position,  they  would  have  to 
get  off  the  Lakes;  that  is  all. 
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But  in  answer  to  the  chairman's  question  as  to  the  general  atti- 
tude of  the  Pittsburgh  Steamship  Co.  toward  the  rest  of  the  vessel 
owners  in  the  Lake  Carriers'  Association,  I  beheve  there  is  something 
here  that  will  show  it  better  than  a  mere  expression  of  opinion  on 
my  part. 

Mr.  Young.  What  is  the  document  you  are  about  to  read  rrom? 

Mr.  Olandee.  It  is  a  report  of  the  proceedings  of  the  fifth  annual 
convention  of  the  Pittsburgh  Steamship  Co.'s  masters  and  officers, 
this  convention  or  meeting  being  presided  over,  as  I  understand  it,  by 
Mr.  Harry  Coulby,  the  president  of  the  Pittsburgh  Steamship  Co. 

I  will  quote  from  page  22  of  that  document. 

Mr.  Reed.  Will  you  give  us  the  date,  please  1 

Mr.  Olander.  The  convention  was  held  at  Cleveland,  Ohio,  Jan- 
uary 6,  7,  8,  and  9,  1909: 

Capt.  D.  Sullivan.  The  question  that  Capt.  Morgan  just  mentioned  is  the  most 
eeriouB  one,  in  my  opinion.  I  think  that  $15  a  month  is  too  arbitrary  an  increase  in 
the  fall  of  the  year  anyway.  I  believe  the  Lake  Carriers'  Association  oug;ht  to  have 
a  bonus  plan  in  their  schedule.  Everybody  is  watching  the  lake  carriers  pretty 
closely  now,  expecting  possibly  the  wages  might  be  reduced,  and  if  we  make  any 
move  it  might  be  criticized  as  being  only  a  stepping-stone. 

Mr.  OouLBT.  Without  a  spirit  of  egotism,  I  may  say  that  the  Pittsburgh  Steamship 
Co.,  has  got  to  be  the  voice  and  the  other  fellow  the  echo.  I  am  perfectly  willing  to 
try  these  things  out  for  them.  We,  as  the  steamship  company,  wouldn't  be  so  likely 
to  be  criticized  on  the  question  of  bringing  down  wages,  because  we  haven't  got  that 
reputation. 

The  part  I  want  to  call  to  your  attention,  which  I  consider  illus- 
trates very  well  the  attitude  of  the  Pittsburgh  Steamship  Co.  toward 
the  rest  of  the  steamship  owners  in  the  association,  is  these  words 
spoken  by  Mr.  Coulby: 

Without  a  spirit  of  egotism,  I  may  say  that  the  Pittsburgh  Steamship  Co.  has  got  to 
be  the  voice  and  the  other  follow  the  echo. 

That,  to  my  understanding,  is  exactly  the  situation  on  the  Lakes 
now  among  the  shipowners. 

The  Chairman.  When  any  boat  not  owned  by  the  United  States 
Steel  Corporation  desires  to  get  a  cargo  of  ore  at  Two  Harbors,  or 
Duluth,  for  instance,  can  it  get  that  cargo  without  the  consent  and 
order  of  the  United  States  Steel  Corporation,  either  for  an  independ- 
ent or  individuals?  Whether  or  not  it  is  in  the  docks'  at  Two  Harbors 
or  Duluth,  can  they  get  to  it  unless  the  Steel  Corporation  agrees  to 
let  them  ?     Who  owns  the  docks  there  ? 

Mr.  Olander.  My  information  is  the  Steel  Corporation  owns  those 
docks. 

The  Chairman.  Have  they  the  control  of  vessels  ?  For  instance, 
can  they  say  which  vessel  shall  come  in? 

Mr.  Olander.  They  can  say  which  vessel  shall  come  first  and 
which  vessel  shall  wait. 

The  Chairman.  Suppose  there  is  a  vessel,  a  tramp  steamer,  or  an 
independent  steamer,  there  at  the  docks,  and  one  of  the  Pittsburgh 
Steamship  Go's,  boats  is  20  or  30  miles  out  in  the  Lake.  Have  they 
the  authority  to  tell  this  other  boat  to  stand  aside  and  wait  for  the 
Pittsburgh  Steamship  Co.  boat  to  come  in? 

Mr.  Olander.  I  understand  they  have  that  authority  and  I  am 
informed  they  do  just  those  things  However,  I  have  not  actually 
stood  on  the  dock  and  heard  any  conversation  that  would  enable  me 
to  say  positively  that  I  knew  of  some  individual  case  of  that  Idnd. 
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But  there  are  a  number  of  shipowners  on  the  Lakes  who  have  com- 

Elained  about  that  very  thing.  Let  me  say  that  shipowners  on  the 
lakes  who  have  complaints  against  the  Pittsburgh  Steamship  Co. 
are  just  as  frightened  to  let  their  names  be  known  pubHcly,  as  any  of 
the  sailors  or  captains  or  other  workmen  there.  I  do  not  say  that 
would  be  true  of  all  of  them,  but  there  are  number  of  cases  of  that 
Idnd. 

The  Chairman.  The  chairman  of  this  committee  is  not  given  to 
testifying,  but  I  presume  that  statement  wiU  not  be  seriously  con- 
troverted. 

Mr.  Olandek.  I  do  not  believe  it  will,  Mr.  Chairman. 

Mr.  Bartlett.  You  say  you  don't  know  of  any  instance,  but  that 
you  have  been  informed  that  the  Pittsburgh  Steamship  Co.,  or  the 
Steel  Corporation,  with  which  it  is  allied,  which  owns  the  docks, 
discriminates  between  their  own  vessels  and  other  independent 
vessels  in  the  matter  of  furnishing  facilities  for  loading  and  unloading 
the  freight? 

Mr.  Olander.  That  is  my  iaformation,  that  considerable  of  that 
it  being  done. 

Mr.  Young.  You  say  you  laiow  of  no  instance  yourself? 

Mr.  Olander.  No;  I  can  not  c[uote  any  instance.  I  can  say  this, 
however,  that  the  ships  of  the  Pittsburgh  Steamship  Co.  make  more 
trips  per  season  than  the  ships  of  any  other  company  that  I  know  of. 

Mr.  Reed.  Is  not  that  because  their  unloading  facilities  are  so 
good? 

Mr.  Olander.  The  unloading  facilities  that  they  use  at  the  docks 
are  tfie  same  as  are  used  by  the  independent  boats  at  the  same 
docks. 

Mr.  Reed.  Yes;  but  the  independent  boat  does  not  use  the  Con- 
neaut  Dock,  for  instance  ? 

Mr.  Olander.  Oh,  yes;  the  independent  shipowner  is  into  Con- 
neaut  very  often  with  cargoes  for  the  United  States  Steel  Corporation. 

The  Chairman.  A  cargo  of  ore  destined  for  plants  of  the  United 
States  Steel  Corporation  can  enter  Conneaut  Dock  ? 

Mr.  Reed.  Quite  true;  but  as  a  matter  of  practice  it  is  used  only 
for  Steel  Corporation  ore. 

The  Chairman.  Exactly;  it  is  used  for  Steel  Corporation  ore  car- 
ried in  any  bottom,  whether  it  be  of  the  Pittsburgh  Steamship  Co. 
or  any  other  ? 

Mr.  Reed.  Quite  true,  but 

The  Chairman  (interposing).  And  they  unload  that  as  quickly  as 
the  other. 

Mr.  Reed.  But  all  Steel  Corporation  boats  go  to  the  Steel  Cor- 
poration docks,  which  are  well  equipped,  and  as  only  some  of  the 
other  boats  on  some  of  their  trips  use  those  improved  docks  it 
occurred  to  me  that  was  possibly  the  reason  that  the  Steel  Corpora- 
tion boats  could  make  so  many  more  trips. 

Mr.  Bartlett.  They  can  discharge  their  cargo  quicker  and  return 
quicker  ? 

Mr.  Reed.  It  is  perfectly  marvelous  the  perfection  to  which  they 
have  brought  that  unloading  machinery. 

Mr.  Olander.  I  wUl  make  this  statement — and  when  I  speak  of 
independents  I  mean  independent  shipowners — that  an  independent 
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shipowner  having  a  fleet  engaged  in  cai-rying  iron  ore  for  the  United 
States  Steel  Corporation  on  vessels  having  the  same  power  and  the 
same  speed  at  sea  can  not  make  the  same  number  of  trips  as  the 
Pittsburgh  Steamship  Co.  vessels  can,  although  he  uses  exactly  the 
same  docks  and  exactly  the  same  machinery. 

The  Chairman.  Do  you  know  to  what  extent  independent  boats 
are  now  anchored  out  in  the  Lakes,  some  of  whom  have  not  hauled  a 
cargo  of  ore  in  two  years  1     Do  you  know  anything  about  tha,t  ? 

Mr.  Olander.  I  do  not  know  the  percentage;  I  can  not  give  you 
the  exact  percentage. 

The  Chairman.  What  is  the  condition  as  to  the  independent  boats 
in  the  last  two  years  ? 

Mr.  Olander.  During  the  last  two  years  there  has  been  scarcely  a 
large  port  anywhere  that  you  could  not  have  gone  into  at  any  time 
and  seen  laying  idle  at  the  docks  or  anchored  out  in  the  harbor  ships 
belonging  to  independent  shipowners. 

ISIr.  Bartlett.  At  that  time  were  the  Pittsburgh  Steamship  Co.'s 
ships  busy  ? 

Mr.  Olander.  So  far  as  I  know. 

Mr.  Bartlett.  Were  the  Steel  Corporation  sliips  busy  ? 

Mr.  Olander.  So  far  as  I  know,  yes.  I  think  it  is  safe  to  say  that 
they  were  all  busy  except  one  or  two  or  three,  now  and  again,  that  had 
to  be  laid  up  for  repairs. 

Mr.  Bartlett.  To  what  extent  do  you  think  this  discrimination, 
for  instance,  at  the  docks  at  Two  Harbors,  has  gone  in  causing  the 
inactivity  of  the  independents  and  resulting  in  the  steamships  of  the 
Steel  Corporation  to  be  active  and  employed  all  the  time  ? 

Mr.  Olander.  I  don't  know  just  what  is  being  done.  I  don't 
understand  the  object  of  it  all. 

Mr.  Bartlett.  But  as  I  understand  you,  you  attribute  the  fact  of 
the  boats  of  the  Pittsburgh  Steamship  Co.  being  busier  to  the  dis- 
crimination that  was  made  at  the  docks  where  the  loading  and 
unloading  vs  as  done  at  Two  Harbors  ? 

Mr.  Olander.  Yes. 

Mr.  Bartlett.  That  is,  you  gave  it  not  from  knowledge  but  from 
information  that  you  said  you  had  ? 

Mr.  Olander.  Yes.  The  only  efVect  of  that  is  to  reduce  freights. 
Just  what  it  was  that  forced  them  to  lay  idle  I  am  not  sure  of.  Just 
what  the  object  is  I  am  not  certain. 

Mr.  Reed.  It  may  have  been  slack  business,  may  it  not  ? 

Mr.  Olander.  It  may  have  been  slack  business.  There  are  men 
who  beheve  that  some  part  of  that  was  artificial. 

The  Chairman.  "What  do  you  mean  by  "some  part  of  it  was  arti- 
ficial?" 

Mr.  6lander.  There  are  those  who  beUeve  that  there  was  an  effort 
made  by  creating  an  artificial  depression  in  business  on  the  Lakes  to 
reduce  the  selhng  value  of  ghips  m  order  that  some  of  the  large  ship- 
pers, including  the  Steel  Corporation,  might  buy  them  up  at  a  cheaper 
price  than  they  otherwise  could. 

I  do  not  pretend  to  say  how  true  that  is.  I  know  this,  that  ship- 
owners have  told  me  that  conditions  have  arisen  there  that  are  going 
to  put  the  independent  shipowner  completely  out  of  business. 

Let  me  say  in  reference  to  this  matter,  and  to  matters  of  this  kind, 
that  any  testimony  I  can  give  along  these  fines  will  have  to  be  merely 


UNITED   STATES  STEEL   COKPOEATION.  3003 

hearsay;  and  I  am  so  tied  up  I  can  not  even  tell  you  the  names  of  the 
men  who  told  me  these  things. 

The  Chairman.  Right  at  that  point 

Mr.  Olander.  It  might  be  well  to  get  some  of  those  shipowners 
down  here.     They  might  tell  some  things. 

The  Chairman.  Not  to  interrupt  you,  but  in  order  to  hurry  along, 
so  as  to  get  as  much  into  this  session  as  we  can,  I  want  to  say  that  I 
went  into  this  situation,  merely  in  a  cursory  way,  and  not  to  deter- 
mine how  much  ore  was  carried  in  the  bottoms  of  the  Pittsburgh 
Steamship  Co.  vessels. 

I,  for  one,  am  perfectly  willing  to  concede  that,  so  long  as  the  law 
permits  industrial  concerns  to  own  and  operate  quasi-pubhc  corpo- 
rations, the  Steel  Corporation  has  perfect  right,  a  legal  right,  and  it 
is  certainly  to  its  interest,  to  transport  its  ore  in  its  own  vessels.  It 
would  naturally  be  expected  to  give  the  preference  to  its  own  vessels, 
as  I  presume  it  does.  I  do  not  apprehend  there  will  be  any  question 
about  that. 

I  simply  introduced  that  phase  of  this  question  into  this  testimony, 
or  suggested  it  to  you,  in  order  that  the  committee  might  understand 
the  cause  of  the  dominant  influence  of  the  Pittsburgh  Steamship 
Co.,  an  influence  not  measured  by  its  per  cent  of  the  number  of 
ships,  or  by  its  proportion  of  the  tonnage  carried,  or  actually  trans- 
ported.    That  was  my  only  purpose. 

Mr.  Young.  Right  there,  Mr.  Olander,  last  year  has  been  a  pretty 
duU  one,  has  it  not,  on  the  Lakes  ? 

Mr.  Olander.  Yes;  in  the  iron-ore  trade. 

Mr.  Young.  Yes.  And  yet  the  Steel  Corporation's  own  boats, 
in  this  dull  year,  could  not  carry  all  of  the  ore  that  has  been  sent 
down  the  La&es.  Is  not  that  true  ?  They  did  send  some  on  independent 
boats  ? 

Mr.  Olander.  I  beUeve  they  did. 

Mr.  Young.  And  in  any  year  it  is  only  the  surplus,  which  they  can 
not  carry  themselves,  that  they  send  down  on  other  boats  ? 

Mr.  Olander.  I  understand  that  is  the  situation. 

Mr.  Bartlett.  Will  you  return  a  moment  to  the  matter  of  discrim- 
ination at  the  wharves?  Do  you  or  do  you  not  know  whether  the 
State  of  Minnesota,  where  the  docks  are  situated,  has  laws  upon  the 
subject,  has  a  railroad  and  warehouse  and  elevator  commission  in 
connection  with  the  regulation  of  charges  and  methods  of  conducting 
business  at  these  wharves;  whether  all  matters  connected  with  the 
receiving  and  handling  of  ships  at  wharves  is  not  regulated  by  law  in 
Minnesota,  covering  prices,  charges,  and  so  on  ? 

Mr.  Olander.  I  don't  know"  whether  there  is  any  such  law  or  not. 
If  there  was,  I  do  not  see  what  good  it  would  do,  for  the  reason  that 
an  independent  shipowner  might  enter  a  complaint,  and  he  might 
bring  about,  if  there  was  a  violation  of  law,  the  punishment  of  the 
offender.  But  the  probabiUties  are,  and  I  believe  he  would  figure  it 
this  way,  that  he  would  not  get  any  cargoes  afterwards.  Other  ship- 
owners would  know  of  that  and  would  keep  silent.  That  is  my  judg- 
ment of  the  matter. 

Mr.  Bartlett.  You  think,  then,  that  the  effort  to  enforce  the  law 
would  be  more  harmful  against  the  person  who  was  discriminated 
against  than  to  submit  to  it  ? 

Mr.  Olander.  Not  if  there  was  a  general  effort  at  enforcement,  no ; 
but  an  individual  effort,  yes. 
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Mr.  Baetlett.  If  all  the  independents  acted  together,  could  they 
not  secure  that  sort  of  recognition  of  their  rights  if  they  are  being 
charged  too  much,  and  so  forth  ? 

Mr.  Olandek.  I  have  not  the  slightest  doubt  they  could,  but  they 
do  not  act  together. 

Mr.  Baetlett.  You  think  the  mere  effort  of  one  or  more,  a  small 
number  of  independents,  would  not  accomplish  anything  unless  they 
got  a  majority  or  all  of  the  independents  to  act  together  ? 

Mr.  Olandee.  That  is  my  opmion  of  the  matter;  yes,  sir. 

Mr.  Reed.  My  understanding  of  the  discrimination  about  which 
Mr.  Olander  speaks,  is  a  discrimination  in  the  time  taken  up  for  these 
boats  to  load  and  unload,  and  not  a  discrimination  as  to  charge  ? 

Mr.  Baetlett.  I  understood  so,  too. 

Mr.  Olandee.  Yes;  I  had  no  reference  to  any  charges  made; 
purely  as  to  time. 

The  Chaieman.  Mj  understanding  is,  and  I  presume  there  will  be 
no  question  about  it,  because  it  is  a  matter  that  came  to  the  attention 
of  Mr.  Woolley  and  myself  often,  when  I  was  on  the  Lakes,  that  at 
Duluth  it  is  the  universal  custom,  as  I  understand,  to  allow  the  com- 
pany's boat  to  go  into  the  docks  and  secure  its  cargo  and  the  inde- 
pendent must  wait. 

For  instance,  if  a  tramp  steamer,  some  boat  not  owned  by  Jones  & 
Laughhn,  and  some  of  thosi  people,  is  permitted  to  get  a  cargo,  it  is 
there  at  the  docks.  They  know  that  in  an  hour  or  half  an  hour  a 
Pittsburgh  Steamship  Co.  boat,  which  is  anywhere  from  25  to  35 
miles  out  in  the  Lake,  will  be  there,  or  will  be  due;  then  this  other 
boat  must  wait  for  an  hour,  two  hours,  or  three  hours,  as  the  case  may 
be,  or  any  other  length  of  time,  until  this  Pittsburgh  Steamship  Co. 
boat  has  received  its  cargo. 

I  was  advised  time  and  again  that  if  a  boat  was  actually  receiving 
a  cargo  and  its  place  was  needed,  it  would  have  to  get  out  of  the  way 
and  let  the  Pittsburgh  Steamship  Co.  boat  in,  let  it  get  its  cargo;  and 
then  the  other  boat  came  back  and  received  what  was  due  it. 

I  do  not  apprehend,  however,  that  there  is  any  violation  of  law,  and 
I  do  not  mean  to  charge  that  there  is  any  violation  of  law.  At  Con- 
neaut  Docks,  for  instance,  it  is  a  dock  on  private  property,  the  rail- 
road is  owned  entirely  by  the  same  concern  that  owns  this  steamship 
company,  and  the  hauling  of  ore  by  the  different  companies,  although 
they  belong  to  the  Carriers'  Association,  is  given  to  them,  or  they 
receive  this  ore,  as  I  understand  it,  as  a  matter  of  grace. 

Mr.  Reed.  Of  course  you  are  speaking  now  of  Steel  Corporation 
ore? 

The  Chaieman.  Yes. 

Mr.  Reed.  I  have  not  any  information  on  the  subject,  but  it  seems 
to  me  that  would  be  a  natural  course  of  action  to  prefer  to  use  their 
own  boats  wherever  they  could. 

The  Chaieman.  It  is  not  claiming  or  alleging  a  violation  of  law? 

Mr.  Young.  Mr.  Chairman,  do  you  mean  that  in  relation  to  the  ore 
of  independents  ? 

The  Chaieman.  Oli,  no. 

Mr.  Young.  Which  constitutes  half  or  more  of  the  ore  shipped  from 
the  Lake  Superior  district;  that  an  independent  steamer  is  not  per- 
mitted to  come  in  and  dock  that  until  every  Steel  Corporation  steamer 
has  been  served  ? 
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The  Chairman.  I  understand  that  is  the  rule.  My  understanding 
was  it  was  the  rule  with  reference  to  all  boats  entering  the  docks  of  the 
Steel  Corporation.  The  ore,  whether  it  be  the  ore  of  an  independent 
or  the  ore  of  the  steel  company,  having  been  transported  on  the  Steel 
Corporation's  roads,  either  the  Duluth,  Missabe  &  Northern  or  the 
Duluth  &  Iron  Range  road,  the  steamship  company's  boat  would 
have  the  right  or  preference.  What  I  was  distinctly  advised  was 
that  was  always  true  with  reference  to  Steel  Corporation  ore. 

I  am  not  stating  this  as  a  positive  fact.  I  am  stating  my  informa- 
tion to  Mr.  Reed,  that  he  may  correct  it  if  he  knows  to  the  contrary. 

Mr.  Reed.  As  to  the  Steel  Corporation's  ore,  I  think  the  practice 
you  speak  of  may  very  naturally  be  the  case.  But  they  would  hardly 
dare  to  interfere  with  the  carriage  of  ore  consigned  to  some  other 
company,  postponing  its  loading  or  unloading  to  their  own,  because 
that  would  be  an  offense  under  both  the  State  and  interstate  laws. 

The  Chairman.  Do  you  haul  ore  for  other  people  in  your  own 
bottoms  1 

Mr.  Reed.  Not  so  far  as  I  know. 

Mr.  Young.  Mr.  Chairman,  I  have  some  information  on  this 
subject,  and  some  connection  more  or  less  intimate 

The  Chairman.  Yes;  I  know. 

Mr.  Young  (continuing).  With  several  independent  steamship 
lines.  I  never  heard  a  complaint  on  that  score,  but,  on  the  con- 
trary, that  the  got  just  as  good  service  at  the  docks  as  did  the  Steel 
Corporation.  Of  course  if  the  ore  to  be  carried  is  Steel  Corporation 
ore,  they  will  not  give  it  to  an  independent  until  their  own  vessels 
are  served  and  out  of  the  way.  But  so  far  as  the  independents  are 
concerned,  I  have  never  heard  a  complaint  that  they  did  not  get  fair 
service. 

The  Chairman.  These  complaints  came  to  me  from  boat  owners. 
They  were  not  so  much  complaints  as  statements  of  an  unfortunate 
position. 

Mr.  Young.  I  stand  in  the  position  of  a  boat  owner. 

The  Chairman.  You  are  in  better  position  than  anybody  else. 
Have  you  ever  transported  ore  from  Two  Harbors  ? 

Mr.  Young.  Yes,  occasionally ;  not  often,  because  that  ore  is  almost 
all  Steel  Corporation  ore. 

Mr.  Reed.  As  far  as  the  consumers  of  ore  go,  I  never  heard  of  a 
complaint.  Mr.  Topping  was  perfectly  free  in  the  statement  of  his 
grievances,  and  I  think  he  would  have  mentioned  it  if  he  had  been 
treated  that  way. 

The  Chairman.  I  do  not  presume  that  would  be  the  case  with  boats 
owned,  for  instance,  by  Jones  &  Laughlin,  but  as  to  tramp  steamers. 

Mr.  Young.  The  boats  I  speak  of  were  independent  boats,  con- 
nected with  no  line. 

The  Chairman.  I  asked  about  this  in  order  to  show  the  influence 
or  the  moral  control  of  the  Pittsburgh  Steamship  Co.  over  other  con- 
cerns in  the  Lake  Carriers'  Association. 

You  may  proceed,  Mr.  Olander. 

Mr.  Young.  This  is  a  matter  in  which  it  might  be  well  to  call  Mr 
Livingston,  the  president  of  the  Lake  Carriers'  Association. 

Mr.  Bartlett.  Mr.  Young,  do  you  know  anything  about  the  law  of 
Minnesota  with  reference  to  regulating  practices  and  charges  at 
wharves  ? 
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Mr.  Young.  No;  I  do  not,  because  I  never  heard  the  question 
raised,  never  heard  of  complaints  from  anybody. 

'Mr.  Baetlett.  It  is  a  pretty  drastic  and  extensive  law.  1  know 
that  from  having  casually  examined  it  in  connection  with  another 

matter.  -j.    ,  • 

Mr.  Young.  Of  course,  under  the  interstate-commerce  law,  it  this 
is  interstate  commerce  they  have  to  give  equal  facilities  to  everybody. 

Mr.  Olander.  Mr.  Chairman,  I  had  just  explained  that  the 
assembly  rooms  were  shipping  offices,  and  that  in  order  to  obtain 
employment  a  man  had  to  go  into  those  offices,  and  in  order  to  get 
there  he  had  to  register  and  have  a  certificate  of  the  Lake  Carriers' 
Association.     That  is  in  the  first  article. 

Articles  2  and  3  have  reference  to  this  certificate,  and  both  state 
that  the  certificate,  without  which  a  man  can  not  obtain  employment, 
by  the  way,  may  be  revoked  in  the  discretion  of  the  association,  and 
that  its  consideration  and  decision  of  the  matter  shall  be  exclusive  and 
final. 

Mr.  Beall.  Are  those  certificates  frequently  revoked  ? 

Mr.  Olandee.  Up  to  the  present  I  do  not  believe  very  many  of 
them  have.  They  have  not  been  able  to  thoroughly  enforce  that 
plan,  for  the  reason  that  the  men  in  our  union  have  Isept  up  such  per- 
sistent agitation  against  it  that  they  have  never  applied  it  fully. 

Mr.  Young.  Right  there,  in  those  cases  where  they  have  been 
revoked,  and  where  at  the  end  of  the  season  the  card  has  been  returned 
to  the  secretary,  and  not  given  to  the  man,  has  that  been  used  as  a 
sort  of  black  list,  to  prevent  this  man  getting  employment  ? 

Mr.  Olandee.  That  is  exactly  what  it  is,  sir.  To  understand  that 
fully,  we  have  got  to  take  the  fourth  article,  having  reference  to 
record  discharge  books,  which  is  the  meat  of  the  whole  thing. 

It  requires  that  after  registration,  and  at  the  time  of  the  issuing  of 
certificate,  the  men  are  to  get  a  record  discharge  book,  having  in  it 
columns  which  show  the  name  of  the  ship  upon  which  he  served,  the 
time  his  service  began,  the  time  it  terminated,  and  the  character  of 
service;  the  character  of  service  being  the  opinion  of  the  masters  or 
other  officers  of  the  man. 

The  rule  states  that  if  the  entry  on  it,  in  the  opinion  of  the  captain, 
can  justly  be  "good"  or  "fair,"  then  the  book  is  to  be  returned  to 
the  man. 

When  the  man  ships  he  must  deposit  that  book  with  the  proper 
officer  of  the  vessel;  but  if  in  the  judgment  of  the  officer  the  entry 
"good"  or  "fair"  can  not  be  made,  then  the  book  is  not  returned  to 
the  man. 

Mr.  Young.  Have  there  been  many  instances  of  that  kind  ? 

Mr.  Olander.  No;  I  do  not  believe  there  have  been  very  many, 
especially  because  of  the  agitation  that  we  have  been  carrying  on. 
Let  me  state  that  we  have  been  on  strike  against  that  plan  since 
Maj-,  1909.  The  strike  is  still  going  on,  and  we  have  kept  up  a  con- 
stant agitation  against  it. 

The  Chairman.  If  you  know  of  any  specific  instance  where  those 
books  have  been  taken  from  a  man,  not  because  he  was  not  worthy 
and  capable  as  a  seaman,  but  for  some  other  more  ulterior  motive, 
you  may  state  it. 

]Mr.  Olander.  I  know  of  instances  where  books  have  been  taken 
from  men,  but  I  have  not  got  the  names  or  the  facts  in  my  possession 
here  now. 
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TheCHAiEMAN.  What  is  the  name  of  the  book  they  give  the 
sailors? 

Mr.  Olander.  It  is  called  a  discharge  book. 

Mr.  Babtlett.  What  does  it  contain  when  the  man  gets  it  ? 

Mr.  Olandee.  It  contains  the  man's  name,  his  address,  place  of 
birth,  age,  height,  complexion,  and  his  signature;  and  it  is  signed  by 
the  president  of  the  association — that  is,  with  a  copy  of  his  signa 
ture — and  likewise  by  the  secretary,  and  also  by  the  issuing  official, 
who  is  the  shipping  master,  known  now  as  a  shipping  commissioner- 
Mr.  Baetlett.  What  are  those  signatures  of  the  officers  for* 
What  do  they  certify  to  ?  I  do  not  mean  for  you  to  read  it,  but  just 
compress  it  in  a  statement. 

Mr.  Olandee.  Those  signatures  are  evidently  placed  in  the  book 
simply  as  a  matter  of  identification. 

Mi.  Baetlett.  I  am  not  speaking  of  the  sailor's  signature.  I 
refer  to  the  officer  of  the  association. 

Mr.  Olandee.  I  -will  read  that — 

This  book  is  the  property  of  the  Lake  Carriers'  Association  and  is  subject  to  re\'- 
ocation  for  violation  of  the  pledge  and  conditions  contained  in  the  application  of  the 
holder  for  the  use  of  the  Lake  Carriers'  Association  assembly  rooms. 

It  is  signed  by  "W.  Livingstone,  president,"  and  countersigned  by 
George  A.  Marr,  secretary.  The  signature  of  the  issuing  official  is 
C.  W.  Stephenson. 

Mr.  Baetlett.  When  a  man  gets  one  of  those  books,  and  the  time 
comes  when  they  think  he  ought  to  surrender  it,  how  do  they  get  it  ? 

Mr.  Olandee.  They  have  a  system  under  which  it  is  very  easy  to 
take  a  man's  book  away  from  him,  because  the  moment  he  steps 
aboard  ship,  before  he  goes  to  work,  he  hands  the  book  to  either  the 
mate  or  the  captain,  if  he  is  on  deck,  or  to  the  chief  engineer,  if  he  is 
in  the  engine  room.  When  he  leaves  the  vessel,  he  applies  for  the 
return  of  the  book.  They  already  have  it  in  their  possession,  and  all 
they  have  to  say  is  that  they  won't  give  it  back. 

Mr.  Baetlett.  He  is  not  permitted  to  keep  it  in  his  personal  cus- 
tody while  at  work  ? 

Mr.  Olandee.  No ;  he  is  not,  while  at  work. 

Mr.  Baetlett.  Is  that  one  of  the  requirements  or  regulations  in 
the  book,  that  it  shall  be  delivered  ? 

Mr.  Olandee.  It  states  that  it  "must  be  deposited,  on  signing 
articles,  with  the  master  or  chief  engineer,  according  to  the  department 
of  service."     That  is  the  statement  in  the  book  itself. 

Mr.  Baetlett.  Is  there  anything  in  the  book  itseK  as  to  how  he  is 
to  get  it  back,  or  any  reason  why  he  can  not  get  it  back,  when  it  shall 
be  seized  or  taken  charge  of  ?  / 

Mr.  Olandee.  There  is  a  statement  in  this  book  much  the  same  as 
the  statement  I  read  from  the  plan  itself: 

It  shall  be  the  duty  .of  such  officer  to  enter  in  this  book  the  time  aud  capacity  of 
employment  and  its  termination,  and  fill  in  the  blanks  for  discharge,  never  failing  to 
make  entry  of  the  character  of  service  in  the  column  "character  of  service."  Great 
care  and  fairness  and  also  firmness  should  be  exercised  in  this  duty,  because  on  this 
record  will  largely  depend  the  renewal  or  even  the  continuance  of  the  recommendation 
which  the  Lake  Carriers'  Association  can  give.  The  entries  for  convenience  may  be 
"good"  or  "fair,"  as  the  case  may  be,  in  the  best  judgment  of  the  master  or  chief 
engineer,  with  any  word  of  explanation,  and  the  book  returned  to  the  person  named 
therein  where  the  entryis  "good"  or  "fair,"  but  in  other  cases,  and  in  all  of  desertion 
or  violation  of  the  pledge  and  conditions  noted  below,  the  master  shall  return  the  book 
to  the  secretary  of  the  association,  together  -with  his  or  the  chief  engineer's  explanation. 
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Mr.  Bartlett.  It  is  sort  of  like  a  pass  we  had  in  slavery  time.  A 
slave  could  not  go  along  without   pass  in  certaia  ways. 

Mr.  Olander.  Some  who  have  read  the  plan  and  have  looked  at  the 
books  have  characterized  it  as  a  sort  of  ticket-of-leave  system. 

Mr.  Bartlett.  Yes.  Do  you  know  any  means  or  any  method 
that  is  provided  by  which  the  person  who  is  discharged  and  the  book 
is  not  returned  to  him  may  appeal  to  anybodv  to  have  that  corrected  ? 
As  I  understand  it,  the  determination  whether  a  man  shall  have  his 
book  returned  to  ham,  which  is  a  certification  of  character  so  far  as 
the  association  is  concerned,  is  by  the  officers  of  the  ship.  He  is  not 
given  his  book  back,  which  means  a  discharge,  of  course.  Now,  is 
there  any  provision  in  these  rules  by  which  he  can  appeal  from  the 
decision  of  the  particular  captain  or  officer  of  the  boat? 

Mr.  Olander.  There  are  none  that  I  know  of,  but  the  association 
officials  and  Mr.  Coulby  himself  contend  that  the  sailor,  as  a  matter 
of  course,  has  the  right  to  appeal  to  the  secretary  of  the  association 
or  to  the  executive  committee  of  the  association,  to  appeal  against 
the  action  of  the  captain. 

That  may  be  all  right  in  theory.  In  practice  it  is  almost  an  im- 
possibility. They  may  refuse  to  return  the  book  to  a  sailor  on  a 
vessel  at  South  Chicago.  The  office  of  the  association  is  at  Cleveland. 
He  does  not  earn  money  enough  to  be  able  to  afford  to  pay  his  way  to 
Cleveland  and  appeal  to  the  officials  there  and  then  wait  around 
while  they  are  corresponding  with  the  captain  or  perhaps  wait  until 
the  ship  enters  that  particular  port.  He  can  not  afford  to  lie  around 
South  Chicago  or  some  other  town  waiting  for  that  correspondence 
to  go  on. 

As  a  matter  of  fact,  if  you  examine  into  that  situation,  there  is 
absolutely  no  appeal  for  the  sailor,  because  here  is  a  condition  that 
will  arise  in  his  mind:  He  will  say,  "What  is  the  use  of  me,  an  ordi- 
nary sailor,  having  been  in  the  employ  of  the  company  a  compara- 
tively short  time,  trying  to  put  my  word  against  the  master  of  the 
ship  who  has  been  in  their  employ  a  much  longer  time  and  who  has 
a  much  higher  standing  than  I  have;  what  is  the  use?" 

That  is  the  natural  question  that  will  arise  in  his  mind,  and  there 
is  only  one  thing  left  for  him  to  do.  If  he  wants  to  sail  he  will  go 
and  do  that,  and  this  is  the  terrible  thing  about  this  affair.  He  wdl 
go  into  the  office  and  reregister  under  an  assumed  name  and  avoid 
the  blacklist  in  that  way. 

Mr.  Young.  Have  you  known  of  instances  where  men  who  have 
been  refused  the  return  of  this  book  and  attempted  to  reregister 
under  their  own  names  were  refused  either  that  season  or  a  succeeding 
season  ? 

Mr.  Olander.  I  can  not  recall  any  particular  case  just  now. 
Usually  when  that  happens  to  the  men  they  come  and  tell  us  their 
stories  in  the  union  ofaces  and  leave  the  Lakes.  The  men  that  they 
have  brought  in  to  take  the  places  of  the  strikers,  in  very  great  num- 
ber, are  men  who  have  not  done  much  sailing  and  who,  the  moment 
anything  like  that  crops  out,  get  utterly  disgusted  with  it  and  go 
away. 

Let  me  say  that  they  do  not  always  carry  out  this  rule  now,  because 
of  the  agitation  that  we  have  carried  on.  I  have  been  informed  upon 
reliable  authority  that  an  order  was  issued  at  one  time  by  the  chief 
shipping  mnstor  that,  on  account  of  the  labor  troubles,  for  the  time 
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being  nothing  but  "good"  or  "fair"  must  be  marked  in  the  books. 
Yet  even  at  that  time  we  found  some  books,  or  some  books  were 
handed  to  us,  that  showed  some  rather  peculiar  marks.  For  instance, 
a  man  called  on  Mr.  Michael  Casey,  secretary  of  the  Marine  Firemen's 
Union  at  Buffalo,  and  showed  him  the  discharge  book,  or  an  entry 
in  his  discharge  book.  He  had  just  left  the  vessel,  and  under  the 
"character  of  service"  was  written  this: 

Not  satiafactory;  too  light  and  too  lazy. 

Now,  there  was  no  way  for  that  man  to  remove  that  stain,  which 
the  captain  had  expressed  in  the  book  as  his  opinion.  The  leaves 
were  bound  in  there.  He  could  not  get  rid  of  it  any  way,  and  wher- 
ever he  went  he  had  to  carry  that  mark  with  him.  He  may  have 
been  too  lazy  and  too  light  and  unsatisfactory,  but  it  seems  to  me  that 
he  ought  not  to  be  branded  that  way. 

Mr.  Baetlett.  He  had  better  be  discharged  without  anything. 

Mr.  Olander.  Why,  of  course. 

Mr.  Young.  He,  of  course,  would  never  present  that  book  with  that 
notation  in  it. 

Mr.  Olander.  Of  course  not.  They  have  got  his  record ;  they  have 
got  his  description;  his  name;  all  about  him.  What  is  he  going  to  do  ? 
If  he  wants  to  sail,  he  has  got  to  do  what  the  criminal  does  when  he 
escapes  from  jail — change  his  name.  And  if  he  has  done  that,  very 
often  he  has  got  to  go  further.  He  has  got  to  be  afraid  of  meeting 
people  he  knows,  for  fear  they  might  call  him  by  his  right  name  in  the 
presence  of  the  shipping  master  who  knew  something  about  him. 

The  Chairman.  As  I  understand  you,  this  system  of  blackhsting 
places  a  man  at  the  mercy  of  his  superior  officer,  if  he  offends  him  in 
any  way.  He  has  the  right — absolute,  arbitrary  right — to  make  any 
entry  in  that  book  he  pleases,  and  the  sailor  is  under  the  obligation 
of  presenting  that  book  to  any  other  ship  on  the  Lakes  in  this  carriers' 
association  before  he  can  get  employment. 

Mr.  Olander.  That  is  exactly  the  situation.  And  the  terrible 
thing  about  it  is  not  what  the  master  of  the  ship  or  the  chief  engineer 
or  the  mate  of  a  ship  does ;  it  is  what  a  sailor  knows  he  can  do  if  he 
chooses.  Let  just  one  master  make  an  unjust  entry  or  make  an  entry 
that  brands  a  man.  The  news  of  that  spreads  all  over.  Men  become 
fearful  under  the  other  captains — captains  they  may  be  employed  with 
from  time  to  time,  who  can  do  the  same  thing  with  them.  You  see 
the  moral  eflFect  of  that,  the  constant  fear  that  is  in  the  hearts  and 
minds  of  the  men. 

That  is  the  real  purpose  of  the  plan.  The  real  purpose  of  the  plan 
is  not  to  actually  blacklist  men,  but  to  keep  them  m  a  constant,  ever- 
present  fear  of  that  black  Hst,  to  effect  their  minds  in  that  way.  And 
it  seems  to  me  that  is  the  big,  terrible  thing  about  it. 

The  Chairman.  Has  this  Lake  Carriers'  Association  any  objection 
to  the  men  organizing  for  their  own  protection  and  making  collective 
bargains  with  their  masters,  preserving  their  local  organization? 
Have  you  ever  known  of  any  men  who  sympathized  or  affiliated  with 
unions  getting  into  trouble  on  that  account  ? 

Mr.  Olander.  I  can  give  you  some  information  that  may  be  of 
mterest  upon  that  subject.  In  the  spring  of  1908  the  Lake  Carriers' 
Association  adopted  a  resolution  declaring  for  what  they  called  the 
open-shop  principle.     This  was  in  April.     In  May  an  order  was  issued 
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that  all  men  must  be  registered  in  and  shipped  through  shipping 
offices.  Previous  to  this,  let  me  say,  that  most  of  the  shipping  had 
been  done  by  the  officers  of  ships  going  to  men  whom  they  knew  and 
hiring  them,  and  picking  their  men,  as  it  were,  taking  the  men  they 
thought  best  qualffied  for  the  positions  on  their  ships,  and  sometimes 
going  to  others  to  ask  them  to  recommend  men,  one  captain  going  to 
another,  and  one  mate  going  to  another.  Sometimes  they  would  call 
up  the  union  hall  about  it  and  sometimes  call  up  the  shipping  offices. 

Mr.  Young.  Have  you  that  open-shop  resolution,  as  you  call  it  ? 

Mr  Olander.  No,  sir;  I  have  not  got  it  here. 

Mr.  Young.  That  was  adopted  in  1908,  you  say? 

Mr.  Olandek.  Yes,  sir. 

Mr.  Young.  That  would  appear  in  the  proceedings  of  the  Lake 
Carriers'  Ass»ciation?     Or  don't  you  know? 

Mr.  Olander.  Yes;  it  appears  in  those  proceedings.  In  May  they 
issued  that  order  requiring  snipping  offices,  and  immediately  following 
that — or  let  me  say,  just  previous  to  that — advertisements  appeared 
in  various  seaports  along  the  Atlantic  coast  for  seamen,  sailors,  and 
firemen,  deck  hands,  nonunion,  to  come  to  the  lakes. 

Nineteen  hundred  and  eight  was  a  year  in  which  there  was  not  very 
much  employment  to  be  obtained.  Large  numbers  of  men  were  idle. 
A  large  number  of  the  shippers  of  the  association  made  no  attempt  to 
fit  out,  and  everyone  on  the  Lakes  knew  that  there  was  going  to  be 
a  surplus  of  men  there  all  season,  and  yet  advertisements  appeared  in 
the  papers  all  along  the  Atlantic  Coast  for  men  to  come  out  tnere,  and 
a  great  many  men  did  come. 

Mr.  Young.  Who  were  they  issued  by,  ostensibly,  on  the  face  of 
the  advertisement  ? 

Mr.  Olander.  I  will  read  one.  This  is  from  the  New  York  World, 
April  16,  1908: 

Seamen,  able-bodied,  wheelsmen,  watchmen,  non-union,  to  work  on  the  Great 
Lakes;  good  wages,  including  transportation.  Write,  stating  experience.  Address 
R.,  426,  World. 

Mr.  Young.  You  have  no  means  of  knowing  who  "R.,  426, 
World,"  is? 

Mr.  Olander.  I  have  not;  no,  sir. 

Mr.  Young.  Whether  it  was  some  employment  agency,  or  the  Lake 
Carriers'  Association,  or  some  shipowner  ? 

Mr.  Olander.  I  do  not  know.  But  perhaps  as  I  tell  the  story  of 
what  occurred,  it  would  seem  to  indicate  that  there  was  not  anyone 
except  the  Lake  Carriers'  Association  who  had  any  reason  for  adver- 
tising that  way. 

Immediately  after  this  shipping-office  order  was  issued  they  began 
to  discriminate  against  union  men.  They  issued  shipping  cards.  I 
have  a  sample  of  one  here.  When  a  man  registered  in  the  office  and 
was  shipped,  he  got  this  card,  telling  him  what  vessel  he  was  to  go 
on,  what  position  he  was.  shipped  for.  There  was  an  order  out  that 
the  master  of  the  ship,  or  other  proper  official,  when  this  man  quit,  or 
was  discharged,  should  enter  on  the  back  of  that  card  some  statement 
regarding  his  quahfications. 

This  card  which  I  hold  in  my  hand  was  issued  to  Willard  Hare,  who 
shipped  as  wheelsman  on  the  steamer  Mataafa,  lying  at  Missabe  ore 
dock,_Duluth.  It  is  dated  June  1,  1908,  Lake  Carriers'  Association 
shipping  office,  Duluth. 
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From  my  own  information,  let  me  state  that  this  man  was  dis- 
charged at  Conneaut,  Ohio,  and  the  following  appears  on  the  back 
of  the  card : 

Good  wheelsman,  but  had  too  much  to  say  about  unions.  H.  G.  Regan,  master 
steamer  Mataafa.     ' 

Mr.  Reed.  Do  you  know  to  whom  the  Mataafa  belongs  ? 

Mr.  Olander.  The  Mataafa  is  one  of  the  steamers  of  the  Pittsburgh 
Steamship  Co. 

This  was  one  of  the  first  indications  of  an  open  attempt  to  get  the 
union  men  off  the  ships. 

Mr.  Young.  Had  tnere  been  a  strike  at  this  time  ? 

Mr.  Orlando.  No;  there  had  been  no  strike,  and  the  unions  had 
declared  that  they  would  take  no  action  regarding  the  open-shop 
principles  which  the  Lake  Carriers'  Association  mentioned  in  their 
resolution.  For  my  organization  I  made  a  public  statement  at  the 
time  that  we  did  not  fear  open  shop ;  that  we  had  an  open  union,  and 
we  believed  we  could  go  right  along  and  work  under  those  conditions 
so  long  as  union  men  were  not  discriminated  against. 

Mr.  Young.  You  felt  you  had  a  better  class  of  men,  as  a  whole  ? 

Mr.  Olander.  I  felt  more  than  that.  We  felt  that  the  men  them- 
selves, wherever  they  came  from,  if  they  were  seamen,  and  knew  any- 
thing about  a  seaman's  life,  would  come  into  the  organization  just  as 
quick  as  they  arrived  on  the  Lakes,  or  very  soon  afterwards,  anyway. 

The  Chairman.  At  that  point  I  will  get  you  to  explain  further, 
because  it  is  a  very  pertinent  question  that  Mr.  Young  asks,  as  to 
what  was  the  character  of  the  men  who  at  that  time  manned  the  ships 
and  boats  on  the  Lakes,  and  what  was  the  character  of  the  men,  both 
as  to  nationality  and  capacity  and  as  to  American  citizenship,  who 
were  imported  to  take  their  places  ? 

Mr.  Olander.  The  records  of  our  union,  which  just  previous  to 
that  time  included  most  of  the  men,  a  very  great  percentage  of  the 
men  employed  on  deck  in  the  unlicensed  capacities — that  is,  as 
sailors,  deck  hands,  wheelsmen,  watchmen,  and  so  on — showed  that 
something  over  60  per  cent  were  native  Americans.  An  investigation 
conducted  by  myself  showed  that  there  was  a  sufficient  number  of 
others,  naturalized  citizens,  to  make  the  total  of  native  and  natural- 
ized about  85  per  cent.  Practically  all  of  the  rest,  the  foreigners  who 
were  not  citizens,  were  Canadians. 

The  Chairman.  Where  did  those  people  come  from,  where  were 
they  drawn  from,  what  region?  And  what  was  the  character  and 
personnel  of  these  people  who  at  that  time  were  on  the  Lakes  ? 

Mr.  Olander.  A  large  number  of  them  were  drawn  from  the  State 
of  Michigan  and  other  States  bordering  on  the  Great  I^akes — for 
instance,  those  who  lived  in  the  towns  located  along  the  Detroit  and 
St.  Clair  Rivers  or  up  along  the  shores  of  Lake  Huron  and  Lake  Michi- 
gan, and  a  great  number  from  the  interior  of  Michigan,  the  small  vil- 
lages and  farms.  We  have  had,  and  have  still  to  some  extent,  up 
along  the  St.  Clair  River  towns  that  are  very  largely  composed  of 
men  who  are  sailors  in  one  capacity  or  another,  and,  let  mo  say,  they 
are  about  the  only  towns  left  of  that  description  in  the  United  States 
outside  of  some  fishing  towns. 

Mr.  Sterling.  What  constitutes  a  crew  on  one  of  those  boats  ? 

Mr.  Olander.  A  large  steamer,  with  a  carrying  capacity  of,  let  us 
say,  10,000  tons,  would  have  a  crew  of  about  23  or  24,  all  told,  from 
the  captain  down. 
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Mr.  Steeling.  Do  you  know  how  many  men  are  in  the  employ  of 
all  the  parties  to  this  association  ? 

Mr.  Olander.  The  number  of  positions  to  be  filled  when  all  of 
their  ships  are  in  commission,  I  beheve,  would  be  about  10,000. 

The  Chairman.  Right  there,  I  want  you  to  go  further  and  explain 
to  the  committee,  before  you  get  off  that  point,  about  the  towns  of 
which  you  spoke.  Are  there  any  other  places  in  the  United  States 
where  American  citizens  are  trained  in  the  use  and  operation  of  ships, 
either  for  the  purposes  of  peace  or  of  war  on  this  continent,  except 
these  towns  on  the  Lakes  ? 

Mr.  Olander.  In  the  merchant  marine  ? 

The  Chairman.  So  much  of  it  as  is  in  the  United  States. 

Mr.  Olander.  Of  course  the  Government  recruits  young  men  from 
the  cities  and  farms  and  puts  them  into  service  and  training  for  the 
Navy ;  but  the  merchant  marine,  from  whom  the  seamen  would  have 
to  be  drawn  in  the  event  of,  let  us  say,  war — on  the  coast  there  are  at 
present  not  10  per  cent  of  Americans  on  board  of  them,  exclusiA^e  of 
licensed  officers. 

Mr.  Bartlett.  You  mean  on  the  coast,  or  on  vessels  that  ply,  for 
instance,  in  the  coastwise  trade  ? 

Mr.  Olander.  I  mean  the  coastwise  vessels,  and  American  vessels 
that  trade  at  coast  ports,  to  anywhere,  even  though  engaged  in  a 
foreign  trade.  A  number  of  American  vessels  are  engaged  in  foreign 
trade  carrying  Chinamen. 

Mr.  Young.  They  do  not  carry  the  American  flag;  they  may  be 
owned  here. 

Mr.  Olander.  No  ;  they  carry  the  American  flag,  sir. 

On  the  Atlantic  coast  we  have  rather  a  peculiar  situation,  for  in- 
stance, in  coastwise  steamers.  Fully  80  per  cent  of  the  firemen  on 
board  of  those  ships  are  Spaniards,  and  a  very  large  percentage  of 
them  can  not  even  speak  the  Enghsh  language.  A  large  portion  of 
the  deck  crew  are  foreigners  of  some  description  or  another,  a  con- 
siderable number  of  Italians  bemg  employed. 

Mr.  Young.  Are  there  not  quite  a  large  number  of  Portuguese 
among  them  also  ? 

Mr.  Olander.  Yes;  quite  a  large  number  of  Portuguese  are  among 
them,  too.  It  was  along  this  coast  where  these  kinds  of  men  are 
employed,  that  the  advertisements  were  spread,  to  get  men  to  come 
to  the  Ijakes,  to  take  the  places  of  the  only  remaining  body  of  Amer- 
ican seamen. 

There  were  great  numbers  of  them  came.  Masters  and  officers  of 
the  ships  want  experienced  men,  and  our  men,  fighting  as  hard  as  they 
could  for  the  jobs,  doing  anything  almost  to  secure  the  jobs  aboard 
of  the  ships,  quite  a  number  of  our  men,  a  very  large  percentage  of 
our  men,  got  on  board  of  them;  and  then  began  a  movement  that  I 
want  to  speak  of  next. 

In  June,  1910,  the  first  move,  so  far  as  we  know,  was  made.  The 
captain  of  the  steamer  Bunsen,  of  the  Pittsburgh  Steamship  Co.,  went 
to  his  crew  and  told  them,  "I  have  orders  from  the  office  that  you  must 
surrender  your  union  books  to  me,  give  up  your  union  books,  or  be 
discharged." 

Mr.  Reed.  Whose  boat  is  the  Bunsen  ? 

Mr.  Olander.  It  belongs  to  the  Pittsburgh  Steamship  Co. 

Immediately  following  this,  the  same  action  occurrecl  upon  one  of 
the  Pittsburgh  Steamship  barges  at  Toledo,  Ohio,  and  then  spread 
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into  other  vessels,  just  about  as  fast  as  they  came  into  port;  that  is, 
other  vessels  of  the  Pittsburgh  Steamship  Co.  Immediately  we 
began  examining  the  condition  on  board  of  the  vessels  of  other  com- 

Eanies  as  to  what  they  were  going  to  do,  and  it  was  then  we  were  told 
y  captain  after  captain  that  he  had  seen  his  owner,  and  that  the 
owner  had  informed  him  there  was  not  anything  for  him  to  do  except 
to  follow  the  lead  of  the  Pittsburgh  Steamship  Co.  in  this  matter, 
or  they  would  have  difficulty  in  getting  freights. 

I  speak  now  of  the  independent  shipowner.  That  story  was  told 
and  spread  hke  wildfire  all  over.  In  a  very  brief  space  of  time  that 
policy  of  "Give  up  your  books  or  give  up  your  job" — and  good,  plain 
language  was  used — was  being  carried  out  on  nearly  all  the  ships  of 
the  association. 

With  the  docks  full  of  men,  in  a  sense,  the  shipping  offices  crowded 
with  men  from  along  the  coast,  from  the  interior  towns,  because  the 
advertisements  were  carried  in  a  number  of  places,  to  induce  a  large 
number  of  men  to  come  to  the  Lakes,  our  men  had  managed  to  get 
aboard  the  ships;  and  they  made  up  their  minds  to  stay  there. 

We  got  out  a  duplicate  membership  card,  and  a  man  carried  a  du- 
plicate card  in  one  pocket  and  a  book  m  the  other;  and  when,  in  order 
to  save  his  job,  he  had  to  surrender  his  book,  he  gave  up  the  book  and 
paid  dues  on  the  duplicate  card.  When  they  found  that  out,  they 
came  along  with  two  slips  of  paper,  one  of  them  reading,  "I  am  a 
union  man" 

The  Chairman.  Have  you  those  slips  ? 

Mr.  Olandee.  I  have  got  copies  of  them  here.  - 

Mr.  Young.  Are  those  made  from  originals,  such  as  were  oflFered  to 
some  of  the  men  ? 

Mr.  Olandee.  Yes.  This  is  one,  that  I  now  hold  in  my  hand.  It 
has  space  for  a  date : 

I  declare  upon  my  word  of  honor  that  I  apply  to  ship  free  to  act  for  myself,  not 
belonging  to  any  union,  and  in  case  of  strike,  sympathetic  or  otherwise,  will  remain 
on  board  and  perform  my  duties  in  a  proper  and  satisfactory  manner.  Also,  I  will 
have  no  one  under  me  except  as  above. 

Then  there  is  a  place  for  signature,  address,  city,  and  State. 
Mr.  Young.  That  would  seem  to  be  for  an  officer,  that  form. 
Mr.  Olandee.  It  was  used  for  all  classes  of  men. 
The  other  one  reads: 

I  declare  on  my  word  of  honor  I  apply  to  ship  as  a  union  man,  free  to  observe  the 
rules  and  instructions  of  my  union. 

These  were  handed  to  the  men  together.     They  were  told : 

We  want  to  make  a  record  of  the  union  and  nonunion  men,  because  there  are  quite 
a  large  number  of  captains,  mates,  and  engineers  who  want  to  carry  union  men;  then 
again  there  are  some  who  want  to  carry  nonunion  men,  and  we  want  to  give  them  the 
kmd  of  men  they  want.  You  just  go  ahead  and  sign  one  of  these.  If  you  sign  the 
first  one,  that  means  you  are  a  nonunion  man,  and  will  be  given  employment  when 
nonunion  men  are  wanted.  If  you  sign  the  union  one,  you  will  be  given  employment 
when  the  imion  men  are  wanted. 

And  they  sent  men,  walking  delegates,  of  the  Lake  Carriers'  Asso- 
ciation, who  went  on  board  the  ships  with  these  slips. 

By  that  time  our  men  had  got  into  a  state  of  mind  when  they  were 
ready  to  do  a,nything  and  sign  anything.  I  advised  them,  as  their 
executive  officer,  to  sign  a  nonunion  slip,  because  I  felt  for  them  to 
do  anything  else  meant  instant  discharge.     There  were  some  who  did 
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not  like  to  do  that,  and  they  signed  the  other  one.  Invariably  they 
landed  on  the  dock  a  very  short  time  afterwards. 

A  man  who  signed  the  union  slip  in  the  shipping  ofl&ce  had  no 
earthly  show  to  ship.  Nothing  was  said  to  him.  He  simply  did  not 
ship;  that  is  all. 

This  was  just  a  trick  to  get  the  men  to  declare  themselves,  because 
they  had  found  out  they  were  getting  under  cover  through  the  use  of 
the  duplicate  membership  card. 

We  had  to  have  a  man  stationed  at  the  Government  locks  at  the 
Soo  in  order  to  reach  the  men,  when  we  found  out  what  was  going  on 
at  the  shipping  offices,  and  keep  them  advised,  and  tell  them  to  do 
thus  and  so,  in  order  to  avoid  being  put  off  the  ships,  rather  a  serious 
condition  of  affairs  for  the  men. 

Mr.  Bahtlett.  Have  you  any  idea  how  many  men  were  discharged 
by  reason  of  having  signed  the  union  card  ? 

Mr.  Olander.  I  have  not  any  record;  not  very  many,  because 
very  few  signed  it.  The  treatment  the  men  had  received  just  previous 
to  this  was  a  warning  to  them.  Many  of  them  had  given  up  their 
books.  They  knew,  or  they  assumed  at  least,  that  this  was  simply  a 
trick  to  discover  the  men  who  had  the  duplicate  membership  cards, 
and  who  had  already  given  up  their  books,  and  they  did  not  propose 
to  get  trapped  by  it. 

There  were  some  instances  after  this  where  men  were  asked — and 
my  information  upon  this  particular  subject  is  from  a  report  made  to 
me  by  the  men  themselves — to  take  oath  that  they  had  severed  their 
connection  with  the  unions  and  that  they  would  not  join  any  labor 
organization  again  as  long  as  they  sailed  for  a  living.  That,  however, 
occurred  only  on  comparatively  a  few  vessels,  because  when  the  fact 
was  given  publicity  it  was  stopped,  but  that  showed  the  extent  to 
which  they  went. 

I  have  here  a  letter  that  was  written  to  me  by  a  seaman  by  the 
name  of  Mr.  Frank  E.  Hyde: 

Detroit,  Mioh.,  August  1, 1908. 
Dear  Sir:  Pen  in  hand  I  will  drop  you  a  line  in  regard  to  the  open  shop.  I  have 
been  told  by  all  the  delegates  at  different  ports  to  sign  anything  that  the  Lake  car- 
riers put  up  to  us  to  sign,  and  up  to  date  I  have.  Now,  we  were  given  another  shakeup 
in  Cleveland  this  trip.  He  wants  us  to  go  before  a  notary  public  this  trip  and  take 
an  oath  that  we  would  never  belong  to  any  union  again.  One  oiler  and  two  deckhands 
got  off.  They  refused  to  sign  it  and  it  is  up  to  the  rest  of  us  to  sign  when  we  get  back, 
or  get  off.  Now,  what  I  would  like  to  know  is  this,  Would  you  advise  us  to  sign  it  or 
not?  It  don't  look  good  to  me.  But  there  might  be  some  way  I  could  break  it.  If 
there  is  I  will  sign  it,  if  you  see  fit.  Now,  if  you  will  give  us  a  good  understanding  on 
this  subject  it  will  grant  us  all  a  favor  in  doing  so.  Hoping  that  you  will  see  to  this 
at  once  so  I  will  get  it  on  the  way  down— will  be  in  Detroit  the  4th.  Please  mail  in  a 
plain  envelope  as  it  will  save  iis  a  lot  of  trouble.  I  will  give  you  a  copy  of  the  contract 
on  the  back  of  this  sheet,  and  oblige 

,c,.  rr   D    IT  J         •      J  ,•  N  Frank  E.  Hyde. 

(bteamer  H.  B.  Hawgood,  marine  delivery.) 

Mr.  Reed.  Is  that  a  corporation  boat  ? 

Mr.  Olander.  No;  the  Hawgood  belongs,  I  believe,  to  the— well, 
I  don't  know  the  name  of  the  steamship  company,  but  one  of  the 
companies  at  that  tune  managed  by  the  Hawgoods,  who  were  inde- 
pendent shipowners,  and  I  understand  they  carried  a  considerable 
lot  of  the  Steel  Corporation  ore,  and  depended  on  them  for  freight- 
and  this  condition  is  the  outgrowth  of  the  movement  started  bv  the 
Pittsburg  Steamship  Co. 
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A  copy  of  the  contract,  as  he  calls  it,  on  the  back  of  his  letter,  is 
as  follows: 

State  of  Ohio,  County  of  Cuyahoga,  as: 

,  being  first  duly  sworn,  deposes  and  says  as  follows: 

I  hereby  renounce  all  allegiance  to  any  and  all  labor  unions,  particularly  the  stew- 
ards, seamen,  firemen,  and  oilers,  and  I  declare  it  to  be  my  mtention  not  to  join 
either  as  long  as  I  follow  sailing  for  a  living.  I  am  therefore  a  nonimion  man,  and 
if  I  can  get  a  position  on  a  lake  vessel  in  the  event  of  any  strike  of  any  description 

involving  the Union,  I  will  stay  by  the  ship  and  faithfully  perform  my 

duties  as  such  employee  despite  such  strikes  or  orders  of  any  union. 

Subscribed  in  my  presence  and  sworn  to  before  me  this day  of ,  1908. 

[Notary  seal.]  , 

Notary  Public. 

This  was  reported  to  me  as  having  occurred  on  possibly  a  dozen 
different  vessels,  occurring  just  about  the  same  time.  I  went  to  the 
newspapers  around  the  lakes  and  told  them  the  story.  They  printed 
it,  and  the  result  was  it  was  stopped  almost  immediately.  But  the 
other  movement  consisted  of  trying  to  get  men  to  sign  these  two 
slips,  trying  to  find  out  whether  they  had  a  duplicate  membership 
card,  and  to  get  them  to  give  that  up,  finding  out  whether  a  man  had 
a  union  book,  and  getting  him  to  give  that  up.  That  continued 
throughout  that  season. 

We  got  along  that  way.  The  men  found  that  they  could  play  that 
game  pretty  nearly  as  well  as  the  shipowners,  and  when  the  season 
ended  they  had  been  able  to  force  but  a  very  few  men  out  of  the 
union. 

It  was  immediately  following  that  the  welfare  plan  made  its 
appearance.  I  want  to  say,  too,  that  is  not  the  first  tune  they  had  a 
contract  of  that  description,  although  that  is  the  first  time  they  were 
used  with  us.  In  1906  there  was  an  attempt  made  on  the  part  of  the 
licensed  mates  on  board  the  ships  to  form  an  organization.  They 
had  had  an  organization  some  two  years  previous  to  that  which  had 
been  broken  up.  They  tried  to  reorganize,  and  that  spring  this  kind 
of  a  contract  was  sent  out  to  the  hcensed  officers  of  the  Pittsburgh 
Steamship  Co.: 

You  are  hereby  appointed  • mate  of  a  steamer  of  the  ,  subject  to  the 

approval  of  the  management  of  the  Pittsburgh  Steamship  Co.  Your  salary  will  be 
— —  per  month.  Membership  in  any  marine  labor  organization  now  or  at  any  time 
during  your  service  hereunder  will  revoke  this  appointment.  The  right  is  reserved 
by  me  to  terminate  this  appointment  at  any  time  for  inefiicient  service  or  other  cause 
deemed  by  me  suflScient. 

So  that  when  they  began  the  movement  against  us,  we  readily 
recognized  what  was  coming. 

Mr.  Young.  At  the  time  this  was  done  by  Hcensed  mates,  was 
there  any  attempt  to  ehminate  the  union  sailor  or  deck  hand  ? 

Mr.  Olander.  No;  they  did  not  try  anything.  The  fact  of  the 
matter  is  that  in  the  year  this  was  attempted,  and  successfully  car- 
ried out,  by  the  way,  we  had  an  agreement  with  the  Lake  Carriers' 
Association  covering  that  year. 

Now,  in  1908,  they  were  after  us  in  the  way  I  have  described,  and 
we  are  dodging  it.  They  keep  advertisements  running  one  way  or 
another  most  of  the  season  to  induce  men  to  come  to  the  already 
overcrowded  ports.     There  was  an  advertisement  appeared  in  the 
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Ashtabula  Beacon-Record,  in  the  month  of  July  or  August,  1908— 
I  am  not  sure  just  what  month — but  the  advertisement  read  this  way: 

Sailors  wanted.  Young  men  from  18  to  30  years  of  age,  who  have  never  sailed 
before,  are  wanted  at  Lake  Carriers'  shipping  office  harbor.  Wages  from  $30  to  |50 
per  month  and  board.  Good  chance  for  energetic  young  men  who  will  devote  them- 
selves to  the  business. 

Gus  J.  Hoffman, 
Shipping  Master,  Kahne  Block  Harbor. 

The  object  of  tliis,  as  we  understand  it,  was  that  in  a  number  of 
the  offices  they  found  there  was  no  way  of  determining  who  were 
union  men  and  who  were  not.  So  that  the  only  way  they  could  be 
certain  to  keep  the  union  men  off  the  ships  was  to  get  men  to  come 
into  these  offices  and  ship  who  had  never  been  on  the  Lakes  before. 
In  that  way  they  would  be  certain  they  would  not  be  members  of 
the  union. 

In  1909,  when  we  struck,  when  we  went  on  strike  against  the  wel- 
fare plan — and  let  me  say  there  was  not  any  other  question  between 
us;  there  was  no  question  of  wages  or  anything  of  that  description 
involved;  no  question  of  open  shop  or  union  shop  involved — just 
that  one  thing. 

Mr.  Young.  You  could  not  have  understood  me  a  while  ago,  then. 
I  asked  you  about  that,  and  if  the  question  of  wages  entered  into  it, 
and  you  said  shghtly.  Were  you  referring  to  something  else,  at  some 
other  tirhe  ? 

Mr.  Olander.  It  seems  to  me  we  were  then  speaking  of  the 
English  strike. 

Mr.  Young.  Well,  I  guess  you  are  right;   I  guess  I  was  mistaken. 

Mr.  Olander.  At  any  rate,  there  was  no  question  of  wages  between 
us,  although  we  were  getting  in  an  organization  for  the  purpose  of 
bettering  our  wages  and  conditions.  We  intended,  as  time  went  on, 
to  get  better  wages  if  we  could.  But  at  this  time  there  was  but  the 
one  question  between  us.  We  had  held  no  conference,  for  they 
declined  to  meet  us.  When  we  could  not  agree  to  take  that  plan,  our 
men  refused  to  serve  on  the  ships,  they  brought  in  men  from  nearly 
everywhere — in  the  beginning  most  of  the  men  who  were  brought  in 
were  the  various  steel-mill  laborers,  who  were  unemployed  at  the 
time,  from  the  Pittsburgh  district,  and  from  a  number  or  steel  mills 
around  the  Lakes,  many  of  them  not  able  to  understand  the  English 
language. 

The  Chairman.  What  nationalities  ? 

Mr.  Olander.  They  were  Poles,  Hungarians,  and  Slavs  of  various 
descriptions;  and  we  got  a  mixture  of  Italians.  At  one  time  during 
that  season  we  were  issuing  considerable  literature,  explaining  our 
trouble,  and  we  found  it  necessary  to  get  most  of  our  literature  out 
in  foreign  languages,  such  as  Polish,  Hungarian,  and  Italian. 

Then  they  got  young  boys  of  varying  ages,  from  14  years  up,  who 
had  never  been  on  the  Lakes  before.  They  had  a  great  deal  of  trouble 
with  their  ships  that  year,  and  a  great  mairy  accidents.  For  the 
first  time  since  the  locks  at  the  Soo  were  built,  I  believe,  the  Canadian 
lock  was  wrecked  by  one  of  those  steamers.  That  is,  she  rammed 
the  lower  gate  while  the  lock  was  full  of  water  and  two  vessels  in 
the  lock. 

IVIr.  Young.  The  same  thing  happened  the  same  year  at  the 
American  lock  ? 

Mr.  Olander.  Yes.  The  same  thing  happened  the  same  year, 
the  same  kind  of  an  accident,  due  to  the  Kind  of  crew  they  had 
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placed  aboard  the  ship.  The  steamer  Elwood,  of  the  Pittsburgh 
Steamship  Co.,  ran  amuck — that  is  as  good  a  way  to  put  it  as  any  I 
can  think  of — into  the  American  lock.  A  very  disastrous  wreck 
was  prevented  by  the  fact  that  the  south  leaf  of  the  upper  gate  was 

?artially  closed.  She  struck  that,  and  the  heavy  gate  stopped  her. 
he  gate  was  very  much  damaged.  If  that  gate  had  not  been  suffi- 
ciently opened  to  have  caught  her  she  would  have  run  into  a  full 
lock  and  have  hit  the  lower  gates  and  let  the  rush  of  water  out,  and 
there  were  several  small  lumber  vessels  in  the  lock  at  the  time,  I 
believe. 

That  kind  of  thing  never  happened  before. 

Mr.  Gardner.  What  was  the  nationality  of  the  men  they  displaced  ? 

Mr.  Olander.  A  little  over  60  per  cent  were  native  American,  15 
per  cent  were  Canadians,  the  balance  being  men  from  either  England 
or  northern  European  countries.  With  the  exception  of  some  of  the 
Canadians,  most  of  these  men  were  American  citizens. 

Mr.  Gardner.  The  Canadians  were  French  Canadians,  of  all  kinds  ? 

Mr.  Olander.  There  were  very  few  French  Canadians.  There  was 
considerable  of  that  blood  in  some  of  them,  but  they  came  from  dis- 
tricts closer  to  the  lakes;  that  is.  closer  to  Lake  Huron  and  Lake  Erie. 
The  French  Canadians  are  further  in  the  east. 

Mr.  Young.  As  to  these  two  accidents,  do  you  know  what  the 
crews  were  who  were  on  board,  and  just  how  those  accidents  hap- 
pened ? 

Mr.  Olander.  No,  I  have  not  any  definite  information  regarding 
that.  In  the  case  of  the  steamer  Perry  G.  Walker,  that  struck  the 
Canadian  lock,  it  was  stated  in  the  papers  at  the  time  that  it  was  due 
to  a  misunderstanding  of  signals;  that  the  engineer  at  the  throttle  had 
misconstrued  the  signals  and  had  sent  her  full  speed  ahead  at  the  time 
when  he  should  have  sent  her  full  speed  astern. 

M^.  Reed.  Whose  boat  was  the  Walker? 

Mr.  Olander.  I  beUeve  the  Walker  belonged  to  the  Gilchrist 
people. 

Cases  have  happened  before  where  engineers  have  misunderstood 
signals  in  similar  places;  but  a  deck  crew  happened  to  be  on  board 
that  knew  their  business;  understood  their  work,  and  chey  got  out 
their  cables  and  managed  to  check  the  vessel  sufficiently  to  prevent 
her  from  doing  any  great  damage. 

Mr.  Young.  You  don't  know  whether  this  engineer  was  a  new  man 
or  an  old  man — new  or  old  in  the  service,  I  mean  ? 

Mr.  Olander.  I  have  not  any  information  on  that  subject. 

Mr.  Gardner.  That  is  not  an  uncommon  thing,  then,  is  it,  where 
a  crew  will  correct  the  mistake  of  the  engineer  as  soon  as  they  are 
able  to  do  it  ? 

Mr.  Olander.  That  is  part  of  their  work.  Any  of  thern  who 
know  anything  about  it  will  jump  to  their  stations  at  once,  without 
an  order. 

Mr.  Gardner.  Would  the  crew  know,  without  orders,  that  a  mis- 
take had  been  made  ?       ' •?#;'.  '•  -' 

Mr.  Olander.  They  would  jump  to  their  places  as  soon  as  "they 
saw  it  and,  of  course,  the  officer  would  issue  orders.  But  at  a  time 
like  that,  ia  an  emergency,  a  real  seaman  never  asks  questions.  All 
they  do  is  to  hustle. 

The  Chairman.  Do  you  know  whether  there  was  any  difference 
at  that  time  between  the  methods  as  to  shipping  that  had  any  result 
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in  that  way  ?  Would  the  boats  risk  the  same  seas  and  sliip  with  the 
same  facility  and  speed  that  they  had  done  previously  with  the  old 
seamen  ? 

Mr.  Olander.  My  information  upon  that  is  that  they  tried  it  and 
ended  up  by  being  very  much  more  careful  in  that  respect,  laying  in 
port  considerably  in  case  of  bad  weather.  If  my  memory  serves  me 
right  there  was  a  very  interesting  story  told  in  the  newspapers  about,  I 
think,  the  steamer  Hutchinson  and  the  terrible  time  the  master  had  had 
with  the  crew  that  was  on  board.  All  hands  got  seasick  and  would 
not  work  in  a  heavy  sea.  The  result  came  very  near  being  disastrous 
to  the  steamer.  'They  had  to  use  some  very  strong  measures  upon 
the  men  in  order  to  get  them  to  do  anything. 

At  one  time,  I  believe  it  was  later  on  in  the  trouble,  a  barge  got 
into  difiiculty  outside  of  White  Fish  Point.  There  was  quite  a  num- 
ber of  large  vessels  laying  under  the  point  in  shelter.  It  was  blow- 
ing a  gale.  The  barge  was  flying  distress  signals,  but  none  of  them 
offered  to  go  out  to  help  her.  My  information  upon  this  subject  is 
taken  from  a  report  made  by  the  captain  of  a  lighthouse  tender  that 
belonged  to  the  Lighthouse  Service.  The  lighthouse  tender,  a  small 
vessel  of  some  400  tons,  went  out  and  picked  her  up. 

The  Chairman.  If  those  other  boats  had  been  properly  manned, 
could  they  have  done  better  than  the  lighthouse  tender  ? 

Mr.  Olander.  Undoubtedly,  because  they  were  larger  and  heavier 
boats,  and  could  have  got  to  her  with  less  rough  usage  than  the 
smaller  vessel  got. 

The  captain  of  the  lighthouse  tender,  as  I  remember,  took  occasion 
in  his  report  to  severely  criticize,  or  to  put  his  language  in  such  a  way 
as  amounted  to  a  criticism  of  the  failure  of  the  other  vessels  to  go  out 
and  render  assistance. 

I  assume  that  his  report  was  correct,  but  let  me  say  that  the  cap- 
tains and  officers  of  those  vessels  can  not  be  fairly  accused  of  being 
cowards.  They  are  the  same  kind  of  men  who  before  and  who  after- 
wards have  taken  big  chances  in  rescuing  others.  There  could  be 
be  only  one  reason  why  they  did  not  go  out,  and  that  was  the  fact  they 
did  not"  have  the  crews  to  handle  their  ships.  They  are  the  same 
kind  of  men  who  in  years  past,  and  who  since  then,  have  time  and 
time  again  risked  their  lives  for  others,  without  a  murmur,  and,  I 
believe,  would  do  it  again.  It  is  unfortunate  that  masters  of  those 
ships  had  to  be  criticized,  because  it  was  not  their  fault. 

Mr.  Young.  As  to  tliis  Hutchinson  accident,  you  have  no  knowl- 
edge except  what  you  got  from  the  newspapers  ? 

Mr.  Olander.  That  is  all;  just  the  newspapers  and  the  fact  that 
it  was  quite  a  topic  of  conversation  among  the  officers  of  ships,  many 
of  whom  I  met  and  who  had  met  the  officers  of  that  vessel.  I  am 
not  clear  on  all  the  details,  and  I  am  not  absolutely  clear  as  to  the 
name  of  the  vessel,  but  it  was  one  of  the  Lake  Carriers'  Association 
vessels,  and  I  believe  one  of  the  Hutchinson's  vessels. 

The  Chairman.  Do  you  know  whether  they  make  any  inquiry  as 
to  a  man's  union  affiliation  on  these  boats?  Do  you  know  of  any 
recent  instance  where  men  affiliated  with  unions  have  made  an 
attempt  to  get  employment  ? 

Mr.  Olander.  I  have  an  affidavit  here  covering  their  system  of 
employment  and  some  other  things  that  might  be  of  interest  to  you. 
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Mr.  Young.  What  is  the  date  of  it  ? 

Mr.  Olandee.  It  was  sworn  to  on  the  3d  day  of  February,  1912, 
at  Mobile,  Ala. : 

I,  Oswald  Chriatensen,  being  first  duly  sworn,  state  that  on  September  8,  1911,  I 
went  to  the  Lake  Carriers'  Association  Ehi;pping  office  at  South  Chicago,  111.,  to  look 
for  employment  as  a  wheelsman.  I  was  informed  by  the  shipping  master  that  in 
order  to  get  a  job  I  would  have  to  join  the  Lake  Carriers'  Association  "welfare  plan" 
and  secure  a  discharge  book,  which  would  cost  me  $1.  I  thereupon  signified  my 
willingness  to  enroll. 

The  shipping  master  then  made  a  record  of  my  name,  age,  place  of  birth,  name  of 
nearest  relative,  and  personal  appearance.  He  instructed  me  to  sign  a  paper,  the 
contents  of  which  I  did  not  see,  and  then,  upon  receiving  from  me  $1  he  gave  me 
a  Lake  Carriers'  Association  "discharge  book"  and  an  "able  seaman's  card"  or  cer- 
tificate, both  being  numbered  80865,  the  latter  certifying  that  "upon  the  application 
of  the  holder  and  the  best  information  available  to  the  Lake  Carriers'  Association, 
Oswald  Christensen  is  competent  to  perform  the  duties  of  able-bodied  seaman  as 
wheelsman." 

No  effort  was  made  to  ascertain  whether  or  not  I  was  qualified  to  serve  as  a  wheels- 
man other  than  to  aak  me  one  question  as  to  how  long  1  had  sailed;  no  questions 
relating  to  seamanship  were  asked,  the  certificate  and  discharge  book  being  handed 
to  me  without  further  questioning,  and  I  was  told  to  wait  around  for  an  opportunity 
to  ship. 

A  few  days  afterwards  1  went  to  Conneaut,  Ohio,  showed  my  certificate  and  dis- 
charge book  to  the  shipping  master  at  that  port,  and  requested  that  I  be  given  employ- 
ment on  one  of  the  steamers  of  the  Pittsburgh  Steamship  Co. 

While  waiting  to  secure  such  employment  1  made  the  acquaintance  of  a  number 
of  men  in  the  shipping  office  or  "assembly  room,"  and  by  them  1  was  informed  that 
when  a  discharge  book  was  marked  "fair"  three  times,  it  meant  that  the  holder  of 
such  book  was  on  the  black  list  and  would  not  be  allowed  to  ship  again. 

On  September  19,  1911,  I  was  shipped  on  the  steamer  Orescent  City,  belonging  to 
the  Pittsbvu-gh  Steamship  Co.,  the  Lake  Carriers'  Association  "commissioner,'  or 
shipping  master,  William  Ford,  giving  me  an  "identification  card,"  showing  name 
of  steamer,  name  of  port,  position  (wheelsman)  it  was  intended  I  should  fill,  the  sig- 
natures of  the  "commissioner,"  and  myself,  dated  "Lake  Carriers' Association,  Sep- 
tember 19,  1911,  assembly  rooms,  Conneaut."  On  the  bottom  of  the  card  appeared 
the  following:  "Discharge  book  No.  80865,  which  is  in  his  possession  and  must  be 
presented  with  this  card." 

Upon  arriving  on  board  the  mate,  Mr.  E.  0.  Bowerman,  immediately  asked  me  for 
my  "discharge  book,"  which  I  handed  to  him.  He  examined  it,  and  finding  no 
marks  therein,  it  being  a  new  book,  he  questioned  me  as  to  where  I  had  been  sailing. 
I  replied  in  such  a  manner  as  to  indicate  that  I  had  formerly  sailed  as  a  union  man. 
His  attitude  toward  me  was  unpleasant  and  overbearing,  but  I  stayed  on  board  the 
steamer  one  trip,  until  arrival  back  at  the  port  of  discharge,  Cleveland,  Ohio,  when  I 
signified  my  desire  to  quit  the  ship  and  requested  that  my  discharge  book  be  returned 
to  me. 

The  mate,  Mr.  Bowerman,  thereupon  told  me  they  would  not  enter  "wheelsman"  in 
the  "capacity"  column  of  my  discharge  book,  but  that  the  entry  would  read,  "Watch- 
man, fair."  I  recognized  at  once  that  this  was  for  the  purpose  of  preventing  me  from 
again  obtaining  employment  upon  any  of  the  vessels  of  the  Pittsburgh  Steamship  Co., 
since  none  of  the  seamen  employed  on  said  vessels  are  rated  as  "watchmen." 

I  remonstrated,  but  it  did  no  good,  and  I  had  only  the  choice  of  accepting  the  book, 
which  would  thereafter  show  plainly  to  all  shipping  masters  or  commissioners  and 
officers  of  all  ships  in  the  Lake  Carriers'  Association  to  whom  I  might  present  it  in  an 
effort  to  secure  employment  that  I  was  considered  unfit,  or  of  refusing  to  accept  the 
book  at  all,  and  thus  giving  up  all  opportunity  of  securing  employment  on  any  of  the 
association's  vessels. 

I  took  the  book  and  went  ashore. 

I  have  sailed  15  years  on  vessels,  both  steam  and  sail,  in  various  partsof  the  world, 
and  am  qualified  to  serve  as  able  seaman,  having  served  in  various  capacities  on  board 
ship,  including  that  of  wheelsman,  on  a  considerable  number  of  stearners. 

'The  steamer  Crescent  City  carries  a  deck  crew  of  10  men  (exclusive  of  licensed  officers) 
as  follows :  Four  wheelsmen  and  six  deck  hands .  On  the  aforesaid  trip  I  was  one  of  the 
wheelsmen;  of  the  other  three,  one  was  a  licensed  officer,  and  another  was  an  inex- 
perienced man  who  was  unable  to  steer.  The  six  deck  hands  were  Greeks,  who  could 
not  understand  the  English  language. 
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I  have  just  completed  a  voyage  on  the  steamship  Fort  Morgan  as  quartermaster,  and 
I  am  now  residing  at  No.  10  North  Warren  Street,  Mobile,  Ala. 

Oswald  Christensen. 

Subscribed  and  sworn  to  before  me  this  3d  day  of  February,  1912. 

Glenn  L.  Hamburger, 
Notary  Public,  Mobile  County,  State  of  Alabama. 

(My  commission  oxpires  June  14,  1912.) 

The  Chairman.  Do  you  know  this  man  ? 

Mr.  Olander.  I  know  him  personally,  and  have  known  him  for 
years. 

The  Chairman.  He  is  a  qualified  wheelsman? 

Mr.  Olander.  Yes;  a  thorough  all-round  sailor.  The  discharge  he 
got  might  be  contrasted  with  the  discharge  in  another  case,  which  will 
show  you  how  the  system  operates.  Here  is  a  book  that  was  issued  to 
a  young  man  who  states  that  in  July,  1909,  at  the  age  of  15  years,  he 
was  shipped  in  the  capacity  of  deck  hand  on  board  the  steamer 
Thomas  Lynch.  That  I  believe  is  one  of  the  steamers  of  the  Pitts- 
burgh Steamship  Co.  In  the  following  spring — that  is,  after  five 
months  of  service,  and  at  the  age  of  16 — he  was  shipped  on  the 
steamer  W.  W.  Brown  as  watchman. 

Mr.  Reed.  Whose  boat  is  the  Brown'i 

Ivlr.  Olander.  I  do  not  know  to  whom  she  belongs.  He  has  a 
discharge  "O.  K."  I  have  met  him,  too,  and  I  know  he  does  not 
know  his  duties  aboard  ship.  The  facts  are  here  over  his  ownsigiia- 
ture.  He  was  a  son  of  the  then  chief  of  police  of  Conneaut.  After 
he  had  the  vessel  he  went  to  our  agent  and  gave  him  this  statement. 

Mr.  Young.  This  was  a  different  boat  from  what  Christensen 
shipped  on  entirely? 

Mr.  Olander.  Oh,  yes;  but  it  shows  the  operation  of  that  systpm. 
It  is  so  absolutely  irresponsible  that  there  is  not  even  sense  to  it. 
There  is  only  one  thing  that  it  does.  It  serves  as  a  method  of  con- 
stant repression  upon  the  men.  Its  purpose  is  to  prevent  them  from 
continumg  their  organization  and  from  using  their  organization  to 
create  better  conditions  for  themselves.  Along  with  its  adoption  one 
of  the  first  things  that  happened  after  the  Lake  Carriers'  Association 
had  adopted  it  was  an  attempt  on  the  part  of  the  Pittsburgh  Steam- 
ship Co.  to  reduce  the  wages  of  the  men,  showing  its  purpose  clea,rly. 

Mr.  Gardner.  When  was  it  adopted,  in  1909? 

Mr.  Olander.  The  action  of  the  Lake  Carriers'  Association,  as 
shown  by  a  pamphlet  which  they  issued  and  sent  to  owners  of  various 
ships,  at  the  bottom  of  the  pamphlet  there  appearing  this : 

Action  of  board  of  directors,  October  28,  1908;  action  of  executive  committee, 
December  3,  1908. 

Mr.  Young.  It  was  in  the  spring  of  1909  that  the  attempt  at  a 
reduction  of  wages  took  place,  was  it  not  ? 

Mr.  Olander.  Yes,  sir. 

Mr.  Young.  At  the  opening  of  the  season  ? 

Mr.  Olander.  They  did  not  attempt  to  cut  the  opening  wages.  In 
order  to  clear  that  up  I  might  read  to  you  here  from  two  photographs 
that  I  have,  photographs  of  bulletins  issued  by  the  Pittsburgh  Steam- 
ship Co.  to  the  masters  of  their  ships.  These  came  into  my  possession 
through  the  kindness  of  one  of  the  gentlemen  who  had  received  one  of 
them  and  who  sHowed  it  to  me  and  permitted  me  to  photograph  it. 
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Under  the  head  of  "Bulletin  No.  1,"  the  date  line  being  "Cleve- 
land, Ohio,  April  1,  1909,"  there  appears  a  paragraph  as  to  the 
expected  time  of  going  into  commission. 

Then  the  following  appears : 

There  seems  to  be  some  misunderstanding  with  reference  to  the  manning  of  our 
ships  the  coming  season.  I  desire  to  have  it  distinctly  understood  that  there  will  be 
no  mcrease  in  the  crew  on  any  of  the  boats,  and  there  will  be  no  bonuses  paid  to  any- 
body. You  have  notice,  of  course,  from  the  public  press  that  the  reduction  of  wages 
is  becoming  general.  I  hope  to  be  able  to  maintain  the  same  monthly  wage  we  paid 
last  year.  In  hiring  your  men  have  it  distinctly  understood  that  the  summer  wage 
will  run  through  up  to  the  close  of  navigation,  and  only  in  cases  where  the  men  have 
stayed  on  the  ships  during  the  entire  season,  when  the  ship  is  laid  up  in  the  fall,  we 
will  pay  in  a  lump  sum  the  |15  per  month — the  additional  amount  they  would  have 
recbived  if  the  wages  had  been  raised  to  $65  per  month  beginning  October  1,  as  it  was 
last  year. 

And  a  wage  scale,  by  the  way,  which  had  been  in  effect  quite  a 
number  of  years. 

Mr.  Young.  In  1909  was  not  that  a  year  of  slack  shipments  in  the 
ore  trade  ? 

Mr.  Olandee.  Shipments  fell  below  the  average.  They  had  a  great 
deal  of  difBculty  operating  their  ships  because  of  the  difficulty  of 
obtaining  men. 

Mr.  Young.  Was  not  the  difficulty  in  disposing  of  the  ore  ? 

Mr.  Olander.  I  am  not  very  well  informed  on  the  iron-ore  busi- 
ness, and  to  state  positively  as  to  whether  or  not  it  was  so,  I  do  not 
know. 

Mr.  Young.  You  have  the  shipments  there,  Mr.  Reed,  have  you 
not? 

Mr.  Reed.  I  will  find  them. 

Mr.  Olander.  The  vessels  were  delayed  on  account  of  inabUity  of 
the  men  to  man  them,  and  of  course  such  delay  would  reduce  the 
number  of  shiprnents,  regardless  of  how  many  shipments  they  wanted. 

Mr.  Young.  The  shipments  have  varied  a  good  deal.  We  have 
had  some  very  poor  years  and  some  better  years. 

Mr.  Olander.  There  has  not  been  a  time  since  the  fall  of  1907 
when  aU  of  the  ore-carrying  ships  on  the  Lakes  have  been  in  com- 
mission in  one  month  during  that  time. 

Mr.  Gardner.  To  revert  to  Mr.  Christensen's  case,  is  it  your 
opiaion  that  his  discharge,  or  the  return  of  his  book,  or  whatever  it 
was,  whatever  way  he  was  marked,  was  in  consequence  of  the  fact 
that  his  preliminary  conversation  at  the  time  of  employment  showed 
he  was  a  union  man?     Is  that  your  personal  opinion? 

Mr.  Olander.  That  is  my  opinion  of  the  matter. 

Mr.  Gardner.  Have  you  any  other  instances  of  the  same  sort  ? 

Mr.  Olander.  I  have  heard  of  other  instances,  but  I  can  not 
specifically  mention  them. 

Mr.  Gardner.  Would  it  be  your  opinion  that  a  man  in  Mr. 
Christensen's  place  should  be  rather  careful  in  the  first  instance  not 
to  say  he  had  been  a  union  man  ?    Would  that  be  your  opinion  ? 

Mr.  Olander.  That  is  my  judgment. 

Mr.  Gardner.  They  generally  do  not  mention  it? 

Mr.  Olander.  Thev  take  great  care  not  to  mention  those  things. 

Mr.  Gardner.  As  lar  as  you  know  there  was  no  other  case? 

Mr.  Olander.  So  far  as  I  know  there  was  no  other  case.  I  know 
the  man  personally,  and  have  known  him  for  a  number  of  years. 
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ilr.  Gardner.  What  sort  of  a  man  is  he?  Perhaps  that  is  not 
exactly  a  question  to  be  asked. 

ilr.  Olander.  I  wUl  briefly  state  it  this  way.  He  is  a  good,  steady, 
sober,  industrious,  intelligent  workman. 

Mr.  Gardner.  How  old  a  man  is  he  ? 

Mr.  Olander.  About  30. 

Mr.  Gardner.  Did  he  ever  get  into  trouble  before  ? 

Mr.  Olander.  I  have  never  known  him  to  be  in  trouble  anywhere 
on  board  ship. 

Mr.  Gardner.  What  sort  of  a  job  was  this  in  which  he  was  serving 
when  he  made  that  affidavit  ? 

Mr.  Olander.  It  is  a  position  somewhat  in  the  nature  of  a  petty 
officer,  much  the  same  as  wheelsman.  We  call  them  wheelsmen  on 
the  Lakes,  in  most  instances,  while  they  are  called  quartermasters  on 
the  coast. 

Mr.  Gardner.  Was  his  service  as  quartermaster  satisfactory  to 
his  employers ;  do  you  know  ? 

Mr.  Olander.  I  have  not  any  information  upon  that. 

Mr.  Gardner.  Has  he  reshipped  on  the  same  line  at  all  ? 

Mr.  Olander.  That  I  do  not  know. 

Mr.  Gardner.  Is  he  still  pusuing  a  seafaring  life  ? 

Mr.  Olander.  Yes. 

Mr.  Gardner.  Or  is  he  doing  something  on  shore  ? 

Mr.  Olander.  No;  he  is  still  sailing.  Whether  he  went  out  again 
on  that  particular  ship  or  not,  I  do  not  know. 

Mr.  Gardner.  What  was  the  sigmficance,  to  your  mind,  of  this 
voung  man  whom  you  have  said  you  know  was  not  competent  for 
nis  job?  What  was  he  rated  at;  as  a  deckhand,  was  it?  What  was 
his  rating  ? 

Mr.  Olander.  He  was  given  a  rating  of  "Watchman,  O.  K." 

Mr.  Gardner.  Is  that  the  highest  rated  watchman — "O.  K."  ? 

Mr.  Olander.  Well,  "O.  K."  they  assume  to  mean  the  same  as 
"good." 

Mr.  Gardner.  First  class  ? 

Mr.  Olander.  First  class. 

Mr.  Gardner.  Or  "good"  or  "excellent"  ? 

Mr.  Olander.  Something  of  that  kind;  yes — as  being  better  than 
"fair."     There  were  only  two  marks  they  used. 

The  significance  of  that  lies  in  this,  that  under  this  system  we  find 
a  boy  who,  neither  in  knowledge,  experience,  nor  physique,  is  able 
to  do  the  work  on  board  of  the  ship.  The  system  marked  him  up 
as  "0.  K."  The  other  man  is  thoroughly  couipetent.  There  can 
be  no  question  as  to  his  ability  as  a  seaman.  He  is  given  a  mark 
that  bars  him  off  the  ships  of  one  particular  company  and  shows  to 
all  who  may  care  to  look  that  he  has  been  barred  off  in  that  way. 
If  he  had  been  an  absolute  stranger  to  the  Lakes  and  had  not  known 
the  system  under  which  they  were  operated  he  would  not  even 
know  he  had  been  barred  off  and  would  go  around  vainly  trying  to 
ship  for  a  considerable  time  before  finding  it  out. 

Mr.  Gardner.  The  sigmficance  is  this:  I  don't  want  to  go  into 
the  question  whether  or  not  the  company  has  a  right  to  use  certain 
efforts  to  exclude  union  men,  you  see. 

Mr.  Olander.  Yes. 

Mr.  Gardner.  Or  whether  there  should  be  a  contest  of  wits  be- 
tween the  men  and  the  employers  as  to  each  trying  to  fool  the  other. 
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But  what  I  do  want  to  get  at  is  whether  in  your  opinion  that  system 
is  partly  carried  out  by  giving  men  unfair  ratings  on  their  discharge, 
either  too  good  or  too  bad.     That  is  what  I  want  your  opinion  on. 

Mr.  Olander.  That  is  the  way  it  inevitably  works  out.  There  may 
be  some  instances  where  the  expression  of  opinion  is  about  right,  and 
others  where  it  is  wrong. 

Mr.  Gaednee.  But  you  think  there  is  a  more  or  less  dehberate  idea 
that  the  man  who  has  been  formerly  a  union  man  will  get  a  little 
the  shade  the  worst  of  it  on  his  discharge? 

Mr.  Olander.  That  is  my  opinion.  But  that  would  not  make  any 
difference  with  me  in  my  general  opinion  of  the  plan  itseK.  It  is  a 
repression  of  the  spirit  not  only  of  organized  seamen,  but  of  individual 
seamen,  whether  or  not  he  is  a  union  man. 

The  Chairman.  Mr.  Gardner,  before  you  came  in  Mr.  Olander  went 
into  the  subject,  at  great  length,  about  the  use  of  cards,  and  so  on. 

Mr.  Gardner.  I  heard  that.  That  might  be  a  question  as  to 
whether  the  men  shall  be  union  or  not.  What  I  wanted  to  get  at 
was  whether  or  not  in  your  opinion  there  was  unfairness  practiced  by 
these  various  lake  carriers  in  giving  them  less  good  discharges  than 
they  were  entitled  to,  for  the  reason  that  they  had  been  affiliated  with 
the  union,  and  their  sympathies  were  with  the  union. 

Mr.  Olander.  Yes;  I  believe  that  that  was  the  case  in  this  matter 
of  Christensen. 

Mr  Gardner.  That  is  what  I  wanted  to  know. 
,  Mr.  Olander.  But  that  is  not,  from  my  point  of  view,  the  main 
thing  in  this  plan. 

Mr.  Gardner..  I  understand  that.  I  understand  what  your  point 
of  view  is.  I  am  trying  to  get  out  for  my  own  information  as  to 
whether  in  your  opinion  there  is  a  diversity  on  their  part  in  carrying 
out  a  plan  which  they  probably  would  argue  was  right.  For  instance, 
take  this  young  man  from  Conneaut.  You  said  he  was  the  son  of  the 
chief  of  police,  if  I  recollect. 

Mr.  Olander.  Yes.     I  can  give  you  his  name. 

Mr.  Gardner.  I  asked  you  what  you  thought  the  significance  of  his 
discharge  was.  Is  it  your  opinion  that  it  was  because  his  father  was 
the  chief  of  poHce  that  they  gave  him  a  better  discharge  than  he  was 
entitled  to  ? 

Mr.  Olander.  Not  necessarily;  no.  I  don't  know  just  what  caused 
that.  To  me  it  was  simply  the  operation  of  the  system.  It  might 
have  been  this.  I  am  certain  there  are  captains  of  lake  carrying  smps 
who,  in  preference  to  giving  a  man  a  mark  that  would  result  in  black- 
listing him,  would  prefer  to  give  up  their  own  positions. 

Mr.  Gardner.  I  quite  understand. 

Mr.  Olander.  There  are  men  who  won't  do  that,  and  there  are  those 
who  will.  And  you  only  need  one  rotten  apple  in  a  barrel  to  cause 
trouble. 

Mr.  Gardner.  I  was  trying  to  find  out  whether,  in  your  opinion,  it 
is  true  that  lake  carriers  gave  unfair  ratings  or  discharges  because  they 
wanted  to  give  the  short  end  of  the  sticK  to  men  whose  sympathies 
were  with  organized  labor. 

Mr.  Olander.  Oh,  they  would  go  further  than  that,  unless  on 
occasions  when  they  are  short  of  men,  and  if  they  knew,  as  in  190S, 
that  a  man  was  a  union  man,  that  settled  him.  He  then  coiild  not 
secure  employment. 
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Mr.  Gardner.  That  is  done  openly.  That  involves  a  different 
principle  entirely.  I  might  disagree  with  my  employer  absolutely  on 
conditions  of  employment,  and  yet  he  would  not  be  entitled  to  say  I 
was  a  drunkard  or  to  refuse  to  give  me  a  certificate  of  character,  or 
refuse  to  give  me  a  certificate  of  abUity,  because  I  disagreed  with  him 
from  a  union  point  of  view. 

What  I  want  to  get  at  is  whether  the  fact  that  the  man  was  a  union 
man,  or  that  his  sympathies  were  with  the  union,  led  the  employer 
to  give  him  a  false  record  of  his  ^capacity. 

Mr.  Olander.  There  can  not  be  verymuch  of  that  going  on,  because 
there  are  not  very  many  people  belonging  to  the  union  that  have  gone 
aboard  the  ships.  There  can  not  be  many  of  them  induced  to  go  to 
the  ships.  But  the  purpose  of  the  whole  plan  is  to  prevent  the  men 
from  getting  together,  to  prevent  them  associating  together  for  the 
purpose  of  bettering  their  conditions,  which  opposes  the  right  of  the 
men  to  help  themselves. 

Now,  then,  to  our  men  on  the  lakes  it  is  a  very  serious  matter,  par- 
ticularly a  serious  matter  because  of  this  fact,  that  among  the 
unlicensedmen — that  is,  the  sailors  andfiremen,  deckhands  and  oilers — 
there  is  not  one  man  on  the  whole  chain  of  lakes  now  who  earns  suffi- 
cient money  upon  which  to  support  a  wife  and  family,  and  even  the 
humblest  kind  of  a  home. 

The  men  organized  and  were  standing  together  with  the  view  of 
gradually  increasing  and  bettering  their  conditions,  until  they  could 
arrive  at  a  state  where  they  could  live  as  men  ought  to  live,  have 
the  same  kind  of  connections,  and  assume  the  same  responsibilities, 
if  you  please,  that  other  men  assume. 

Now,  here  we  have  a  system  up  here  on  the  Lakes  which,  if  success- 
ful, will  be  fastened  upon  us,  under  which  all  these  men,  if  they  pro- 
pose to  remain  at  the  calling,  must  give  up  all  hope  of  having  any 
kind  of  a  home  life  of  their  own. 

There  is  not  a  deck  hand,  there  is  not  a  wheelsman,  there  is  not  a 
fu'eman,  there  is  not  an  oiler  on  the  chain  of  Lakes  that  earns  suffi- 
cient to  support  a  family. 

Mr.  Gardner.  What  do  they  earn  ? 

Mr.  Olander.  The  firemen,  oilers,  wheelsmen,  and  watchmen  earn 
$50  a  month  for  about  five  months  in  the  year  and  $65  a  month  for 
two  months  in  the  year,  with  some  of  the  vessels  paying  $55  for  the 
first  period.  But  the  possible  length  of  employment  reduces  that. 
They  can  not  obtain  employment  over  seven  months.  The  greatest 
possible  employment  they  may  obtain,  assuming  that  the  ships  are 
operating  steadily  throughout  the  season  and  that  it  is  a  fairly  good 
season,  is  seven  months  m  the  year. 

Mr.  (jardner.  What  do  they  do  the  other  five  months  ? 

Mr.  Olander.  They  pick  up  jobs  wherever  they  can.  Large  num- 
bers of  them  work  in  shipyards.  Others  get  various  positions  in 
buildiag  trades.  Sailors  are  handy  men  as  laborers  anywhere.  They 
make  a  more  useful  man  than  the  ordinary  common  laborer,  and 
manage  to  get  along  in  that  kind  of  shape.  But  even  with  that, 
assuming  they  manage  to  pick  up  jobs  in  the  winter  time,  they  do  not 
get  enough  to  support  a  wife  and  family. 

Mr.  Sterling.  Are  many  of  them  married  1 

Mr.  Olander.  In  1907,  when  our  men  were  all  pretty  well  em- 
ployed, that  is,  the  men  of  our  organization,  and  most  of  the  men 
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on  the  particular  class  of  vessels  I  am  talking  of  now,  were  in  the 
union,  so  that  we  could  reach  them  all,  about  3  per  cent  of  them  were 
married  men.  I  don't  knov/  what  kind  of  shape  their  families  were 
in.  I  knew  some  of  them  personally,  and  the  women  went  out  to 
work  themselves. 

Mr.  Steeling.  About  what  proprtion  of  time  were  these  men  on 
vessels  and  what  time  on  shore  ? 

Mr.  Olander.  When  the  season  of  navigation  is  on  there  is  not 
much  opportunity  to  visit  at  home.  Among  some  of  the  independ- 
ent shippers  you  sometimes  get  two  or  three  days  in  port,  and  you 
would  have  some  opportunity  then. 

Mr.  Gardner.  Do  they  contribute  to  the  cost  of  their  victuahng 
while  on  board  ? 

Mr.  Olander.  If  you  mean  by  that,  if  they  got  in  addition  to 
their  pay  also  their  board,  I  would  say  yes;  but  they  worked  for  it, 
however. 

Mr.  Gardner.  I  asked  if  they  contributed  to  the  cost  of  it  in  any 
way.  I  come  from  a  coast  district  in  which,  as  regards  the  fishing 
fleet,  for  instance,  when  things  are  mostly  on  shares,  there  is  a  con- 
tribution to  the  cost  of  board  for  the  crew. 

Mr.  Olander.  That  only  occurs  where  the  work  is  done  on  shares, 
you  see.  That  is  the  only  place  at  sea  that  anything  of  that  kind 
occurs,  that  I  ever  heard  of. 

Mr.  Keed.  There  is  nothing  like  that  on  the  Lakes,  is  there  1  The 
men  are  not  assessed  in  any  way  for  their  board  and  keep  ? 

Mr.  Olander.  They  work  for  it.  It  is  earned  in  addition  to  the 
wages  they  earn.  And  that  is  so  in  all  employment  of  that  kind, 
except  in  the  fishing  industry,  where  men  work  on  shares. 

The  Chairman.  You  started  to  explain  these  photographic  copies 
of  bulletins,  and  one  of  them  you  read  by  itself.  That  read  without 
the  other  would  be  unfair  to  the  Steel  Corporation,  and  I  desire  to 
be  fair.  I  believe  there  has  been  some  criticism  of  the  chairman  in 
that  respect,  not  by  any  party  to  the  hearing,  but  in  the  press. 

Mr.  Keed.  I  have  read  the  second  bulletin,  Mr.  Chairman,  and  I 
quite  appreciate  your  fairness  in  desiring  it  to  be  read. 

Mr.  Olander.  It  is  my  desire  to  read  it. 

Mr.  Gardner.  It  is  my  fault.  I  took  you  back  to  the  Christensen 
case. 

Mr.  Olander.  I  read  the  first  bulletin,  which  attempted  to  cut 
ofF  the  increase  on  the  1st  of  October  for  the  balance  of  the  season, 
and  pay  it  to  men  who  had  been  on  one  ship  aU  season.  Under  the 
best  conditions  that  meant  only  a  very  few  of  the  men. 

The  other  bulletin  is  headed  "Bulletin  No.  4,"  issued  by  the  same 
company,  and  dated  "Cleveland,  Ohio,  August  1,  1909."  The 
first  paragraph  has  a  subject  heading  of  "Fall  wages,"  and  reads  as 
f  oUows : 

Changes  in  the  crews  on  our  ships  have  been  made  necessary  this  year  on  account 
of  the  labor  troubles.  We  will  therefore  not  attempt  to  put  into  operation  the  plan  of 
continuing  the  summer  wages  until  the  ships  lay  up  and  paying  bonus.  You  may 
advance  your  crew's  wages  October  1,  the  same  as  last  year,  namely — 

And  then  they  go  on  and  give  the  regular  scale.  The  only  thing 
that  prevented  a  reduction  of  wages  there  was  the  fact  there  was  a 
labor  trouble;  that  is,  that  there  was  a  strike  of  union  men  who  were 
fighting  the  system. 

17042— No.  45—12 3 


3026  UNITED   STATES   STEEL   CORPORATION. 

The  Chairman.  What  was  the  extent  of  that  proposed  reduction? 

Mr.  Olandek.  The  effect  of  that  would  be  to  take  a,bout  $30  apiece 
from  all  of  the  men  who  would  be  employed  in  the  positions  of  wheels- 
men, watchmen,  firemen,  and  so  on,  at  that  particular  time. 

The  Chairman.  How  much  was  it  a  month  ? 

Mr.  Olander.  $15  a  month. 

ilr.  Reed.  They  got  that  $15  a  month  if  they  worked  continuously, 
I  tliink. 

Mr.  Olander.  If  they  worked  continuously,  yes. 

In  the  case  of  marine  firemen  that  is  very  nearly  an  impossibility ; 
and  it  is  particularly  hard  for  any  of  the  men  on  ships  of  the  Pitts- 
burgh Steamship  Co.,  for  the  reason  that  they  make  such  time  that 
they  are  in  port  only  a  comparatively  short  time.  I  believe  that  they 
would  not  average  much  during  the  entire  season  of  more  than  12 
hours  in  port  at  each  end  of  the  route ;  perhaps  a  little  bit  more  than 
that  for  the  entire  season,  and  that  is  a  good  deal  better  time  than  any 
independent  shipowner  can  make. 

Mr.  Steeling.  When  they  are  in  port  do  they  do  the  loading,  or 
are  they  off  duty  while  the  ship  is  being  loaded  or  unloaded? 

Mr.  Olander.  In  the  ore  trade  the  seamen  do  not  work  cargo,  but 
it  is  the  general  practice  to  require  all  hands  on  deck,  the  deck  crew, 
regardless  of  whether  it  is  their  watch  below  or  not,  to  handle  the 
ship.  At  the  loading  dock  they  have  to  keep  shifting  or  moving  the 
vessel  all  the  time.  At  the  unloading  dock,  or  when  Ijning  waiting 
at  the  loading  dock,  there  is  all  kinds  or  repairing  that  has  to  be  done, 
painting  and  scraping,  one  kind  or  another;  fixing  the  gear,  overhaul- 
ing the  steering  gear,  and  doing  all  of  the  things  necessary  for  the 
upkeep  of  the  ship.  A  vessel  may  arrive  in  port  at  6  o'clock  in  the 
morning.  Half  of  the  crew  have  then  stood  a  6-hour  watch.  They 
will  all  remain  on  deck  as  a  usual  proposition,  with  some  exceptions 
to  this,  all  day,  and  the  possibility  that  at  6  o'clock  they  may  go  out 
and  the  other  half  of  the  crew  stand  another  6-hour  watch  at  sea. 
In  that  situation  both  sections  of  the  crew  put  in  18  hours  continu- 
ous work  without  rest.  Their  working  hours  exceed  considerably 
more  than  12  hours  a  day. 

Mr.  Sterling.  In  a  trip,  for  instance,  they  have  men  at  the  engine 
and  at  the  wheel,  of  course.  Those  men  work  12  hours,  do  they? 
They  have  two  shifts  in  the  24  hours  ? 

Mr.  Olander.  Yes;  that  is,  they  work  12  hours  straight.  That  is 
not  12  hours  including  meal  hours,  but  it  is  6  hours  at  the  wheel,  then 
6  hours  off  duty,  during  which  you  take  your  meals  and  get  your  rest 
and  attend  to  any  other  personal  matters  you  have,  subject  to  call  all 
of  the  time. 

Mr.  Gardner.  Are  the  watches  6  hours  on  the  Lakes? 

Mr.  Olander.  Yes,  sir;  6  hours  on  the  Lakes,  and  they  are  cruel 
watches.     A  man  standing  6  hours  at  the  wheel 

Mr.  Gardner.  It  is  4  hours  on  the  coast. 

Mr.  Olander.  It  is  4  hours  on  the  coast  and  almost  all  over.  A 
man  standing  6  hours  at  the  wheel  is  pretty  tired  when  he  gets 
through.  Although  he  may  have  steam  steering  gear,  and  not  much 
physical  labor,  he  has  to  watch  the  compass  pretty  closely.  Our 
ships  out  there  require  the  use  of  great  care,  and  they  are  under  a  strain 
all  the  time.  Some  of  the  companies  are  trying  to  make  a  change  in 
that  and  carry  4  wheelsmen,  stating  that  their  purpose  is  to  overcome 
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that  great  strain.  Their  real  purpose  is  simply  to  break  in  more 
wheelsmen,  because  a  condition  is  being  created  up  there  whereby 
they  can  not  get  men  enough  to  man  their  ships.  Tney  do  not  want 
to  say  a  man  shall  have  the  right  to  organize,  that  the  men  shall  speak 
for  themselves.  They  do  not  want  to  agree  that  the  men  shall  have 
freedom,  the  right  of  assembly,  the  right  of  petition,  the  right  of  free 
speech.  They  msist  that  the  men  shall  give  up  all  of  those  tilings. 
They  find  the  class  of  men  who  have  been  brought  up  on  the  Lakes, 
most  of  whom  are  Americans,  won't  agree  to  that,  so  they  are  getting 
other  men  in  there.  They  find  the  men  who  can  not  speak  English, 
the  Poles  and  Hungarians,  will  not  do  aboard  the  ships,  and  they  sre 
bringing  another  type  iA 

Ihe  (Jhairman  (interposing).  I  wiU  ask  you  to  explain  how  these 
assembly  rooms  are  operated,  and  to  what  extent  the  freedom  of 
action  of  the  seamen  is  affected.  Explain  the  previous  condition  and 
the  present  condition  and  the  character  of  men  that  are  in  charge  of 
those  rooms,  whether  they  are  sailors,  whether  these  rooms  .are  used 
to  ascertain  whether  or  not  a  man  is  a  good  sailor,  or  can  be  so  used. 

Mr.  Olandee.  The  shipping-ofhce  system,  or  the  assembly  rooms, 
compels  the  men  seeking  employment  to  congregate  around  those 
particular  offices,  to  congregate  in  that  particular  locahty. 

Previous  to  that,  during  the  time,  for  instance,  when  we  had  agree- 
ments with  various  einployers,  the  rule  was  a  man  could  ship  wherever 
he  could  get  a  ship.  He  could  go  and  look  for  it  himself.  The  officer 
of  a  ship  could  go  and  look  for  him.  They  could  meet  him  on  the 
street,  go  to  his  home,  if  he  had  one,  or  to  the  place  where  he  lived.  A 
good  deal  of  shipping  was  done  by  men  who  knew  that  a  ship  wanted 
men  and  happened  to  know  the  captain  or  other  officer,  and  wont 
down  to  that  ship  and  applied  for  a  position. 

A  number  of  masters  would  use  the  union  office  for  the  same  pur- 
pose, in  finding  some  union  man  that  they  wanted,  telling  his  name, 
and  if  the  union  official  knew  where  he  was,  he  would  go  out  and 
look  him  up  and  tell  him  that  Capt.  So-and-so  wanted  to  see  him. 
Men  were  given  a  chance  to  move  around  freely. 

The  result  of  that  system  was  that  in  a  few  years  they  moved 
away  from  the  docks,  and  away  from  the  water-front  boarding  house. 

The  Chairman.  What  sort  of  a  place  is  that  ? 

Mr.  Olandee.  The  water-front  boarding  house  is  a  cheap  lodging 
house  run  in  connection  with  a  saloon;  both  being  part  of  one  busi- 
ness, and  a  man  being  expected  to  patronize  both  the  saloon  and  the 
lodging  house.  There  is  no  other  place  to  sit  during  the  daytime. 
There  were  exceptions  to  this  rule,  you  will  understand,  but  I  am 
speaking  of  it  as  a  general  thing.  There  was  no  other  place  to  sit 
in  the  daytime  except  in  the  barroom. 

With  the  increase  of  wages  the  union  secured  from  time  to  time — 
that  is,  the  men  through  the  union  and  the  union  is  simply  the  men — 
the  condition  got  better.  They  were  given  more  of  a  chance  to  move 
around  freely;  they  were  encouraged  to  do  that.  They  got  to  talking 
over  these  things  in  their  meetings,  and  as  a  result  moved  away  from 
the  water  front,  and  began  to  scatter  about  the  city  in  the  various 
ports.  It  made  a  great  difference  in  the  men,  and  made  a  great 
aifference  in  their  general  character,  and  improved  them  all  around. 

Now,  then,  these  shipping  offices  are  bringing  back  that  old  situa- 
tion.    It  is  a  mighty  old  method  of  handling  seamen  that  exists,  to  a 
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large  extent,  along  the  Atlantic  coast  now — bringing  them  back  to 
the  water  front  and  herding  them  into  this  particular  kind  of  lodging 
house. 

It  serves  to  make  them  a  class  separate  from  the  rest  of  the  people. 
The  seaman  is  a  httle  bit  difTerent  from  other  workmen,  in  that  his 
work  takes  him  awaj^  from  society  itself,  as  it  were.  He  not  only 
leaves  his  home  in  the  morning  like  other  workmen  do,  or  like  a  rail- 
road man  leaves  his  home  town,  but  he  goes  out  of  the  port  entirely, 
where  there  is  no  other  kind  of  people  except  people  like  himself. 
And  the  tendency  of  this  centrahzation  of  shipment  is  to  make  them 
a  class  distinct  by  themselves,  to  deprive  them  of  having  any  families 
to  whom  they  would  be  responsible  and  who  they  would  have  to  look 
out  for  because  of  the  love  that  they  might  have  for  them,  thus  tak- 
ing away  the  incentive  to  fight  for  themselves. 

The  right  of  organization  is  taken  from  them,  and  then  this  cen- 
tralization of  shipment  is  brought  in,  and  the  result  is  to  draw  them 
right  back  to  the  water  front  and  into  these  particular  lodging 
houses,  many  of  which  in  past  years  might  very  well  be  characterized 
with  the  name  "dives,"  not  fit  to  live  in. 

ilr.  Young.  Now,  these  assembly  or  shipping  rooms,  as  you  call 
them:  Are  there  any  opportunities  for  social  intercourse,  where  the 
men  can  be  by  themselves  ? 

Mr.  Olander.  That  is  just  it — among  themselves  only.  That  is 
all  they  can  do.  They  can  meet  and  talk  with  each  other,  being  care- 
ful not  to  talk  trade  unionism.     That  is  a  forbidden  subject. 

Mr.  Young.  When  they  do  that  are  they  under  any  espionage? 

Mr.  Olander.  There  is  a  shipping  master  in  charge ;  from  one  to 
two  in  charge  of  these  offices. 

Mr.  Young.  Is  he  in  the  room  with  the  men,  so  that  he  hears 
everything  thej^  say  ? 

Mr.  Olander.  He  mixes  in  among  the  men.  He  does  not  stand 
over  and  watch  them  all  the  time,  but  he  mingles  in  among  the  men. 
He  is  in  a  position  to  hear  what  is  going  on  there. 

The  Chairman.  What  character  of  men  are  the  shipping  masters  ? 
Are  they  old  sailors  ? 

Mr.  Olander.  I  do  not  know  many  of  them  personally.  I  only 
know  one  of  the  men  in  that  position  who  has  been  a  sailor.  There 
may  be  more.  I  believe  the  man  in  charge  of  the  Duluth  offices  has 
been  a  sailor  at  one  time.  I  know  of  one  or  two  of  the  others,  where 
one  has  been  a  private  detective,  or  a  private  policeman,  and  the 
other  one,  who  is  in  charge  at  Buffalo,  is  an  ex-prize  fighter. 

These  men  are  expected  to  be  somewhat  of  thugs,  fist  fighters; 
they  are  not  expected  to  be  seamen.  The  claim  is  made  by  the 
Lake  Carriers'  Association  that  this  welfare  plan  is  for  the  purpose 
of  getting  good  men  to  their  ships. 

i\ow,  they  do  not  examine  the  men  in  the  oflices.  They  make 
no  attempt  to  ascertain  anything  about  their  seamanship  other  than 
to  ask  them  one  question,  "How  long  have  you  sailed  ? "  and  that  is  all. 

So  that  in  reahty  their  statement  that  the  plan  is  for  the  purpose  of 
ascertaining  the  fitness  of  men  before  they  go  aboard,  so  far  as  sea- 
manship is  concerned,  is  not  correct. 

Mr.  Young.  You  stated  you  had  been  connected  with  this  Lake 
Sailors'  Union  for  10  years? 

Mr.  Ol.^nder.  Yes,  sir. 
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Mr.  Young.  Had  it  existed  for  years  before  that  1 

Mr.  Olandek.  Yes.  The  Lake  Seamen's  Union  was  organized  in 
1863. 

Mr.  Young.  Has  it  had  a  continuous  existence  since  then  ? 

Mr.  Olander.  Yes;  not  always  a  prosperous  existence,  but  a  con- 
tinuous existence. 

Mr.  Young.  Have  you  not  kept  some  record  during  that  time 
showing  the  wages  from  year  to  year  that  were  paid  upon  tlxe  Lakes  ? 

Mr.  Olandek.  Yes ;  we  have. 

Mr.  Young.  You  have  those  records  ? 

Mr.  Olandek.  We  have  not  absolute  records  in  the  matter,  because 
at  times  men  would  be  in  the  office  who  did  not  see  the  importance  of 
such  records. 

Mr.  Young.  But  you  have  them  more  or  less  complete  ? 

Mr.  Olandek.  We  have  fair  information  upon  the  subject. 

Mr.  Young.  Could  you  furnish  those  to  tne  committee,  showing 
from  year  to  year  what  those  wages  have  been  ? 

Mr.  Olander.  I  could  not  give  you  absolutely  correct  figures,  but 
I  could  give  you  approximately  correct  figures  for  a  period  of  about 
20  years. 

Mr.  Young.  Will  j^ou  do  that  ? 

Mr.  Olander.  I  will  be  glad  to  do  that. 

Mr.  Young.  We  will  be  glad  to  have  them. 

Mr.  Olander.  When  you  get  them  and  look  at  them  you  will 
find  that  the  increase  came  only  when  the  men  were  given  the  right 
to  help  themselves ;  that  is,  when  they  had  a  right  to  associate  together 
for  the  purpose  of  helping  each  other,  forming  a  trade-union. 

Mr.  Gardner.  -What  years  were  those  ? 

Mr.  Olander.  The  last  reorganization  took  place  beginning  in 
1899. 

Mr.  Gardner.  The  last  organization  of  the  Lake  Seamen's  Union  ? 

Mr.  Olander.  Yes,  sir.  And  by  1903  the  wage  scale,  somewhat 
similar  to  the  one  I  have  just  quoted,  had  been  adopted,  and  that 
meant  that  the  wages  which  had  existed  a  few  years  before  that, 
some  years  before  their  reorganization,  one  or  two  years  before  that, 
had  been  practically  doubled.  Wheelsmen  and  watchmen  used  to 
get  from  $20  to  $25  a  month,  and  deck  hands  from  $12  to  $15.  You 
can  imagine  the  kind  of  existence  that  we  led. 

Mr.  Young.  You  spoke  of  these  men  during  the  winter  getting 
jobs  around.  Does  the  association  or  union  perform  services  for  the 
men  in  that  respect  ?  Are  they  looking  out  for  them  and  trying  to 
assist  them  in  getting  jobs  through  the  winter  ?  Is  that  part  of  the 
work  you  do  ? 

Mr.  Olander.  Our  experience  in  that  matter  is  this,  that  each 
winter  employers  who  are  looking  for  men  very  often  call  up  our 
offices.  They  do  that  in  most  of  the  cities.  Let  me  say  that  that 
condition  grew  up  without  any  particular  effort  on  the  part  of  the 
union.  The  fact  that  people  around  the  Lakes  knew  that  the  sailors 
were  not  employed  was  what  made  them  call  upon  us. 

Mr.  Young.  You  are  the  center  with  which  they  can  communicate, 
and  you  can  communicate  with  the  men  ? 

Mr.  Olander.  Yes. 

Mr.  Young.  And  that  grew  up  naturally  ? 

Mr.  Olander.  That  grew  up  naturally;  yes,  sir. 
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Mr.  Young.  So  that  you  are  somewhat  in  touch  with  these  men 
during  the  winter  and  know  what  they  are  doing,  to  a  considerable 
extent? 

Mr.  Olandee.  Yes;  because  we  were  holding  meetmgs  of  the  umon 
in  all  the  ports.  Men  would  attend  those  meetings.  We  had  very 
large  meetmgs  of  men  once  a  week,  and  men  who  were  working  on 
shore  would  come  there  and  take  part  in  the  preparations  lor  conduct- 
ing our  association.     We  are  in  constant  touch  with  them  aU  the  time. 

Mr.  Young.  You  spoke  of  some  of  them  worldng  in  shipyards. 
Could  you  form  a  judgment  of  about  what  portion  of  them  get  employ- 
ment in  shipyards  during  the  winter  ? 

Mr.  Olander.  That  would. have  to  be  purely  a  guess. 

Mr.  Young.  Could  it  be  a  pretty  close  guess,  or  would  you  have 
anything  to  base  it  on  ? 

Mr.  Olandee.  Nothing  except  the  number  of  shipyards,  andfa 
general  idea  about  the  matter,  from  a  recollection  of  the  number  of 
sailors  who  have  been  employed  in  shipyards  when  I,  myself,  have 
been  employed  there.     T  would  say,  at  a  guess,  about  700.  • 

Mr.  Young.  Altogether?  »•  \ 

Mr.  Olandee.  Yes.  , 

Mr.  Young.  How  many  sailors  are  there  on  the  Lakes  ?  You  have 
stated  when  all  these  ships  were  manned  it  would  take  about  10,000. 
But  they  have  not  all  been  manned  of  late  years.  About  how  many 
sailors  are  there  actually  engaged  on  the  Lakes  ? 

Mr.  Olandee.  I  should  say  a  deck  crew  of  seven  to  eight  thousand; 
probably  a  little  more. 

Mr.  Young.  And  about  what  proportion  of  these  belong  to  the 
union  ? 

Mr.  Olandee.  Just  now  about  one-half.  On  the  Lake  Carriers' 
Association  ships  practically  all  the  men  are  nonunion.  So  practi- 
cally about  one-half  would  belong  to  the  organization.  The  organ- 
ization's membership  has  dropped  considerably,  because  such  a  large 
percentage  of  men  have  left  the  Lakes.  I  estimate  there  are  employed 
m  the  building  trades  in  Cliicago  now  about  1,500  men  who  were 
formerly  sailors — 1,500  of  the  best  of  them — that  will  never  go  back 
sailing  again  unless  conditions  are  made  very  much  better.  We 
could  never  induce  them  to  go  back  except  under  improved  condi- 
tions.    We  have  lost  those  men. 

In  order  that  there  wiU  not  be  any  charge  of  unfairness  against 
my  statement  of  this  wage  question,  I  would  like  to  add  just  a  little 
bit  to  it,  Mr.  Chairman. 

Bulletin  No.  1  shows  an  attempt,  following  the  welfare  plan,  to  cut 
the  wages.  No.  2  shows  that  labor  troubles — that  is,  the  unions — pre- 
vented that. 

Now,  since  that  time,  the  shipowners  have  found  it  necessary  to 
increase  their  wages  even  above  this  scale,  because  of  the  fact  they 
were  unable  to  get  men  to  work  under  the  conditions. 

The  Chairman.  What  is  paid  to  wheelsmen  on  the  Lakes  and  in 
the  coastwise  trade? 

Mr.  Olandee.  On  the  Pacific  coast  they  average  about  the  same 
per  month  as  on  the  Lakes,  with  this  advantage  to  the  Pacific  coast 
sailor,  that  he  is  emploved  12  months  in  the  year. 

The  Chaieman.  What  is  the  scale  on  the  Lakes  for  a  wheelsman? 

Mr.  Olandee.  It  runs  from  fifty  to  fifty-five  dollars  a  month  for 
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the  first  period  of  five  months,  approximately  five  months,  and  to 
$65  for  the  ending  of  the  season. 

Mr.  Reed.  That  is  the  scale  in  force  this  year? 

Mr.  Olander.  That  is  the  scale  in  force  this  year. 

Mr.  Reed.  How  about  the  Atlantic  coastwise  sailors  ? 

Mr.  Olander.  That  is  considerably  below  that. 

Mr.  Reed.  About  how  much  ? 

Mr.  Olander.  The  Atlantic  coast  quartermaster,  I  beUeve,  gets 
about  either  $35  or  $40  a  month.  He  is  employed  all  the  year  around, 
and  has  just  begim  to  have  an  effective  organization  of  his  own, 
which  has  raised  the  wages. 

Mr.  Reed.  How  about  the  trans-Atlantic  ? 

Mr.  Olander.  I  am  not  certain  about  that;  I  think,  if  anything, 
they  are  less. 

Mr.  Reed.  Still  lower? 

Mr.  Olander.  I  tlunk  so. 

The  Chairman.  One  question,  and  the  committee  will  stand  ad- 
iourned.  Is  there  any  way  for  a  man  to  secure  employment  on  these 
Lake  Carriers'  Association  boats,  including  the  Pittsburg  Steamship 
Co.,  except  by  going  through  these  assembly  rooms  of  the  Welfare 
Association  ? 

Mr.  Olander.  There  is  not  any.  Even  though  a  master  of  an  in- 
dependent ship,  with  its  owner  back  of  him,  may  pick  up  some  fellow 
that  he  wants  to  take  along  with  him,  he  may  be  allowed  to  have  that 
man,  but  he  has  got  to  take  him  to  the  shipping  ofEce  before  he  is 

fermitted  to  take  him.  I  speak  of  my  own  knowledge  in  this  matter, 
have  seen  numerous  cases  of  this  kind  that  have  occurred  very 
recently. 

Mr.  Bartlett.  I  understood  you  to  say  that  the  Pittsburg  Steam- 
ship Co.,  which  is  a  subsidiary  to  the  Steel  Corporation,  is  a  party  to 
this  Lake  Carriers'  Association? 

Mr.  Olander.  Yes. 

Mr.  Gardner.  I  would  hke  to  ask  just  one  question.  Are  there 
United  States  shipping  commissioners  at  those  ports  ? 

Mr.  Olander.  jSo;  there  are  no  United  States  shipping  commis- 
sioners there.  But  the  Lake  Carriers'  Association  have  changed  the 
name  of  their  shipping  masters  to  "commissioners,"  and  they  put 
that  on  their  caps.  It  serves  as  a  trap  to  the  men  who  have  come  up 
the  coast  and  do  not  know  the  conditions.  They  think  for  a  little 
while  they  are  talking  to  a  United  States  commissioner.  But  there 
are  no  such  shipping  commissioners  up  there. 

The  Chairman.  The  committee  will  stand  adjourned  until  to- 
morrow morning  at  10.30  o'clock. 

Whereupon,  at  1.30  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Friday,  February  9,  1912,  at  10.30  o'clock  a.  m. 
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Committee  on  Investigation  of  the 

United  States  Steel  Corporation, 

House  of  Representatives, 

Friday,  February  9,  1912. 
The  committee  this  day  met,  Plon.  Augustus  0.  Stanley  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order. 

STATEMENT  OF  MISS  MARGAEET  F.  BYINGTON. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  You  have,  I  believe,  Miss  Byington,  made  some 
study  of  the  conditions  prevailing  in  the  homes  of  steel  workers  in 
Homestead  and  other  places. 

Miss  Btington.  Yes. 

The  Chairman.  Under  whose  auspices  were  those  investigations 
made  ?. 

Miss  Byington.  I  was  a  member  of  the  staff  of  the  Pittsburgh 
Survey. 

The  Chairman.  The  same  survey  with  which  Mr.  Fitch  and  Mr. 
Harrison  are  associated  ? 

Miss  Byington.  Yes,  sir. 

The  Chairman.  The  history  of  this  survey  is  in  the  record.  Have 
you  ever  written  anything  on  the  subject? 

Miss  Byington.  Yes;  I  have  written  a  book  on  Homestead, 
which  was  published. 

The  Chairman.  Was  that  book  submitted  to  the  United  States 
Steel  Corporation  before  publication  ? 

Miss  Byington.  I  am  sorry  to  say  I  don't  know.  I  think  not,  but 
I  am  not  sure. 

The  Chairman.  Explain  to  the  committee  to  what  phase  of  the 
industrial  problem  your  attention  was  directed. 

Miss  Byington.  Mr.  Fitch  made  a  study  of  conditions  as  to  hours 
of  work  and  wages  in  the  steel  industry.  My  effort  was  to  make  a 
study  of  the  actual  cost  of  living  and  of  the  home  conditions  of  the 
steel  laborers,  not  simply  the  laborer,  but  all  the  men  employed  in  the 
steel  industry. 

As  Pittsburgh  proper  was  so  large  an  area,  it  seemed  simpler  to 
take  one  of  the  smaller  towns  which  had  definitely  grown  up  around 
a  steel  mUl.  So  Homestead  was  selected,  which  is  a  few  miles  from 
Pittsburgh,  with  just  about  the  same  conditions  as  to  prices  of  food 
and  rent,  but  where  it  was  a  smaller  and  easier  community  to  study. 

I  got  90  families  to  keep  for  me  a  detailed  account  of  all  their  ex- 
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Eenditures  for  a  period  of  from  four  to  eight  weeks ;  so  that  we  might 
ave  some  defimte  figures,  not  as  to  a  theory  of  how  much  it  prob- 
ably cost  to  hve  iQ  Homestead,  but  figures  showing  what  actual 
households  had  to  spend  during  that  given  period. 

I  also  visited  each  of  these  families  every  week,  so  that  I  had  a 
fairly  intimate  knowledge  of  not  simply  what  they  spent,  but  what 
they  got  for  the  money  that  they  did  spend. 

Mr.  Reed.  What  class  of  famihes  were  these  ? 

Mss  Byington.  They  covered  pretty  much  the  whole  range  of  the 
workers  in  the  industry;  that  is,  I  had  a  good  many  Slav  laborers, 
some  colored  families,  quite  a  number  of  the  Scotch-Irish,  Welsh, 
and  German,  the  older  immigrants,  and  a  fairly  large  group  of  the 
Americans,  who  were  the  better  paid  men.  So  that  it  included  both 
the  main  groups  of  nationality,  and  the  wages  of  the  laborers  who 
were  getting  less  than  $10,  up  to  the  men  who  are  making  $25  a  week. 

From  the  budgets  of  these  four  groups  we  drew  some  averages, 
showing  what  the  general  expenditure  in  each  group  was. 

Shall  I  read  those  figures,  Air.  Chairman  ? 

The  Chairman.  Yes. 

Miss  Byington.  I  took  at  the  start  the  families  spending  less  than 
$12  a  week,  which  is  practically  the  laborers'  group.  They  were  then 
getting  from  $9.90  to  about  $12,  depending  on  whether  they  worked 
6  or  7  days,  and  10  or  12  hours  a  day,  but  all  of  the  labor  group  came 
under  $12. 

The  figures,  as  I  found  them,  for  the  group,  showed  that  they  spend 
$1.88  a  week,  on  an  average,  for  rent.  That  means,  to  translate  it 
into  terms  of  what  they  got,  two  rooms  in  an  insanitary  court. 

Most  of  these  laborers  live  in  the  ward  that  is  nearest  to  the  mill. 
The  houses  in  that  section  are  buUt  in  brick  blocks  of  three  or  four 
houses  to  the  block,  one  row  in  the  alley  and  one  in  the  street,  with 
a  small  brick-paved  court  in  between. 

There  is  no  running  water  in  those  houses.     Sometimes  from  5  to  20 
families  have  to  use  the  one  hydrant  which  is  out  in  this  court.     There 
are  no  indoor  toilets.     There  is  an  unflushed  vault  in  the  back  yard, 
or  in  this  same  open  court,  wliich  is  only  flushed  by  waste  water  which  ■ 
the  families  pom-  out  in  the  court. 

Of  course,  in  winter  it  is  not  so  impossible,  but  in  summer  the  sani- 
tary conditions  become  prett}'  intolerable.  As  a  result  I  found  that 
the  death  rate  in  that  ward  doubled  the  death  rate  in  the  wards  on 
the  hill  where  the  better-paid  men  lived,  for  I  found  the  exact  birth 
and  death  rates,  and  I  found  that  for  every  three  children  bom  in 
Homestead  in  that  year  one  died  before  it  was  2  years  old. 

Of  course,  that  situation  is  complicated  in  part  hy  the  overcrowding 
within  the  rooms.  As  a  matter  of  fact,  owmg  to  the  low  wage  and 
to  the  number  of  single  men  who  are  employed  in  the  mill,  most  of 
these  families  take  lodgers. 

I  may  use  as  an  illustration  one  family  where  I  visited,  where  there 
was  a  man,  his  wife,  and  two  small  cmldren  living  in  two  rooms  in 
one  of  these  courts.  The  bedroom  upstairs  was  used  by  the  men  alter- 
nately, the  man  himself  being  on  the  day  shift,  and  the  two  boarders 
on  the  night  shift.  So  that  they  used  the  bedroom  in  the  daytime 
and  the  family  used  it  at  night.  It  is  obvious  there  are  some  moral 
dangers  as  well  as  physical  dangers  attendent  on  this  kind  of  family 
living.  And  yet,  as  you  can  see,  $1.88  a  week  does  not  provide  any- 
thing better. 
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The  Chairman.  For  what  ? 

Miss  Byington.  For  rent.  It  does  not  make  it  possible  to  get  any- 
thing better  than  that,  of  anyone  is  to  have  anything  left  for  the  rest 
of  the  living  expenses. 

The  food  expenditure  of  these  families  making  less  than  $12  a  week 
was  $4.16  a  week  for  the  family. 

A  scientific  estimate  has  been  made  by  one  of  the  professors  at 
Yale  that  the  most  thrifty  housekeeper  can  provide  food  for  an  adult 
man  for  22  cents  a  day. 

The  Chairman.  That  is,  wholesome  food? 

Miss  Byington.  Wholesome  food,  such  as  would  maintain  physical 
efficiency.  This  $4.16  for  a  family  of  man  and  wife  and  three  chil- 
dren would  provide  18  cents  a  day,  4  cents  a  day  less  than  what  is 
recognized  to  provide  the  necessary  physical  food. 

As  a  matter  of  fact,  that  22  cents  means  that  you  must  be  an 
exceptionally  thrifty  housekepeer  and  you  must  buy  only  food  that 
has  nourishing  value.  The  Slavic  housewives  are  not  always  thrifty, 
but  even  the  best  of  us  occasionally  would  Uke  something  to  eat 
that  tastes  good,  even  though  it  may  not  be  nourishing. 

So  22  cents  means  very  rigid  economy  for  the  average  household, 
and  these  families  live  for  4  cents  a  day  below  that. 

The  other  items  are  harder  to  estimate,  whether  they  constitute  a 
normal  standard.  As  a  matter  of  fact,  they  spend  on  an  average  9 
cents  a  week  for  furniture,  which  makes  $4.50  a  year,  and  which 
obviously  would  provide  nothing  but  the  very  meagerest  articles  of 
furniture,  as  their  houses  bear  witness. 

Clothing  at  94  cents  a  week  means  approximately  $50  a  year, 
which,  for  a  family  of  five,  is  obviously  not  extravagant. 

Fuel  at  38  cents  a  week  means  soft  coal  and  not  natural  gas,  which 
is  what  any  family  in  Homestead  that  can  afford  it  uses. 

The  insurance  item,  interestingly,  is  very  high.  Even  the  families 
with  an  income  of  less  than  $12  a  week  pay  70  cents  a  week  in 
insurance. 

The  Chairman.  Insurance  ? 

Miss  Byington.  Yes. 

The  Chairman.  On  what  ? 

Miss  Byington.  Life  insurance;  not  furniture  insurance.  Most 
of  these  people  belong  to  fraternal  orders,  and  do  not  insure  in  regular 
life  insurance  jcompanies.  In  one  of  the  fraternal  orders  a  50-cent 
premium  means  about  $1,000  death  benefit,  which  would  leave  5 
cents  a  week  for  the  wife  and  three  children  for  a  funeral  benefit. 

Mr.  Bartlett.  Is  that  the  only  kind  of  insurance  they  have,  in 
fraternal  or  beneficial  orders  ? 

Miss  Byington.  Yes;  very  largely.  Of  course,  the  majority  of 
that  under  $12  group  are  Slavic,  and  there  are  a  good  many  Slavic 
benevolent  orders  connected  with  the  different  churches  and  different 
races,  and  they  pay  pretty  high  death  benefits.  I  think  it  is  about 
twice  as  cheap  as  regular  life  insurance  would  be  in  one  of  the  regular 
companies.     Of  course  it  is  correspondingly  unsafe. 

Mr.  Bartlett.  There  are  a  number  of  companies  which  engage  iu 
what  they  call  commercial  insurance,  and  send  around  their  agents  to 
laboring  people  to  secure  policies  upon  life  as  well  as  the  health  of  the 
workmen,  and  they  pay  so  much  a  week. 
Mr.  Reed.  That  is  what  is  called  industrial  insurance. 
Mr.  Bartlett.  Yes;  that  is  what  I  mean. 
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Miss  Btingtox.  As  a  matter  of  fact,  the  Slavs  use  that  very  little. 
In  the  first  place  they  are  a  little  bit  afraid.  They  have  been  fleeced, 
a  good  many  of  them,  one  way  and  another,  and  they  are  a  uttle 
cautious  of  insurance  agents,  about  vsrhom  they  know  nothing.  So, 
partly  for  the  social  side  of  it,  they  have  largely  organized  these 
fraternal  insurance  orders. 

The  Chairman.  Have  they  any  organization  other  than  fraternal 
organizations  ?     Are  there  labor  organizations  among  them  ? 

Miss  Byington.  No.  There  are  no  labor  organizations  at  Home- 
stead of  any  kind. 

The  Chaieman.  Do  you  attribute  this  desire  for  fraternal  insurance 
in  any  degree  to  their  inability  to  form  any  other  character  of  organi- 
zation, fraternal  or  otherwise,  except  for  the  insurance  against  death? 

Miss  Byington.  I  think  that  they  care  a  great  deal  for  belonging 
to  something  that  is  friendly.  As  a  matter  of  fact,  they  come  over 
here  and  are  pretty  isolated.  They  are  practically  cut  off  from  belong- 
ing to  anythmg  else  in  the  community,  and  a  natural  sense  of  racial 
coherence  makes  them  want  to  have  some  sort  of  an  organization 
where  they  can  meet  and  talk  things  over.  It  has  taken  this  particu- 
lar form  of  fraternal  orders.  Of  course,  another  item  is  that  they  have 
no  margin  for  sickness. 

The  Chairman.  No  what  ? 

iliss  Byington.  No  margin  to  save  for  sickness.  Of  course,  acci- 
dents are  pretty  frequent,  even  minor  ones  that  do  not  warrant  any 
formal  compensation.  But  such  accidents  as  a  crushed  finger  or  a 
twisted  ankle  are  very  frequent  with  steel  workers,  and  a  man  may 
be  out  of  work  for  several  weeks,  besides  the  ordinary  danger  of  sick- 
ness. These  fraternal  orders  give  a  fairly  large  sick  benefit,  as  well 
as  the  death  benefit.  There  is  also  that  element  which  enters  in,  to 
make  them  prefer  that  to  industrial  insurance. 

It  also  means  a  certain  recognition  when  they  go  to  another  com- 
munity. These  are  national  organizations,  and  not  local  ones.  They 
give  cards,  and  if  any  man  travels  to  another  place  to  seek  a  job  he 
takes  a  card  from  his  fraternal  order.  It  is  very  much  the  same  prin- 
ciple as  the  ordinary  fraternal  association. 

The  Chairman.  As  I  understand  you,  then,  in  so  far  as  that  organi- 
zation is  concerned,  it  supplies  those  benefits  and  that  protection 
which  is  secured  by  a  labor  organization. 

Miss  Byington.  Yes ;  plus,  of  course,  a  larger  amount  of  insurance 
than  a  labor  organization  would  give.     It  is  the  two  things  together. 

Mr.  Baetlett.  There  are  certain  kinds  of  labor  organizations,  like 
those  of  conductors  and  trainmen,  that  also  have  these  benefits, 
which  they  give  to  their  members,  death  and  sick  benefits,  and  also 
insurance  benefits,  are  there  not  ? 

Miss  Byington.  Yes;  although  not  to  the  same — I  ought  not  to 
answer  that,  because  I  am  not  sure  whether  they  ever  give  as  much 
as  a  thousand  dollars. 

The  Chairman.  Most  of  the  labor  organizations  have  very  little 
insurance  features  about  them,  except,  of  course,  in  connection  with 
dangerous  businesses. 

Mt.  Baetlett.  Yes.     I  referred  to  conductors  and  trainmen. 

Miss  Byington.  I  secured  the  figures  from  about  nine  of  the  Slavic 
benefit  societies,  which  were  active  in  Homestead,  some  of  them  hav- 
ing four  and  five  hundred  members  in  Homestead.  Those  figures 
were  hard  to  get  definitely ;  that  was  simply  as  far  as  I  could  find  out 
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about  them,  which  indicates,  in  a  town  of  25,000,  a  pretty  good  devel- 
opment of  that  form  of  insurance. 

The  Chaieman.  You  have  described  the  startling  sanitary  condi- 
tions at  Homestead,  especially  among  the  children.  Did  you  notice 
in  your  investigation  in  this  region  the  physical  appearance  of  the 
children  of  these  laborers,  whether  they  were  ruddy  and  well  nourished, 
what  opportunities  did  they  have  for  schooling  and  exercise  ?  What 
was  their  general  appearance,  character,  and  condition  ?  I  would  like 
you  to  tell  the  committee  what  you  noticed. 

Miss  Btington.  The  babies  are  pretty  white.  There  is  not  a  great 
deal  of  fresh  air  and  sunlight  down  in  that  second  ward.  The  miU 
property  comes  more  or  less  like  that  [indicating]  around  two  sides 
of  the  second  ward.     Of  course,  the  smoke  is  very  heavy,  and  it  is 

Eretty  depressing  atmosphere  there.  I  stayed  there  six  weeks  and 
ad  to  go  to  a  sanatorium,  so  I  speak  feelingly  on  the  subject  of  the 
effect  it  has  on  one's  physical  well-being  to  live  in  that  smoke-laden 
atmosphere. 

The  Chairman.  It  is  on  the  banks  of  the  river,  and  there  is  a  high 
bluff  on  either  side? 

Miss  Btington.  Yes.  The  river  runs  along  here  [indicating],  and 
there  is  quite  a  steep  hill  over  here  [indicating].  Originally,  when 
the  miU  was  small,  the  mill  and  town  occupied  a  level  space  in  here 
[indicating].  But  the  mill  is  taking  in  steadily  more  property  in  that 
level  spot.  Of  course,  as  the  miU  grows  the  population  is  growing, 
and  consequently  there  is  less  and  less  of  level  space  for  the  people  to 
live  in.  This  hill  is  a  very,  very  steep  hiU  to  have  to  climb,  so  th'at 
there  is  a  tendency  to  a  congestion  of  population  down  there  on  that 
little  level  space,  to  get  away  from  the  steep  hiU. 

Then,  of  course,  there  is  a  bluff  on  the  other  side  of  the  river,  and 
that  means  the  smoke  stays  rather  heavily  between  these  two  bluffs. 
As  a  matter  of  fact,  Braddock,  Duquesne,  and  McKeesport  are 
towns  above  Homestead,  and  they  are  all  steel  towns.  So  if  there  is 
any  wind  either  up  or  down  the  river  it  is  carrying  smoke  both  ways. 

The  Chairman.  And  the  fumes  from  the  furnaces  ? 

Miss  Byington.  Yes.  Incidentally,  while  I  am  talking  about  the 
river,  I  might  mention  the  fact  that  Homestead  gets  its  water  from 
the  Monongahela  River.  Connellsville  and  McKeesport,  the  two 
cities  next  above,  empty  their  sewerage  into  that  river.  Practically 
all  water,  they  say,  gets  used  up  in  the  processes  of  steel  making 
before  it  gets  down  and  that  puts  so  much  sulphuric  acid  into 
the  water  that  it  kills  the  water  and  there  is  practically  no  typhoid  in 
Homestead.  But  somehow  the  idea  of  sulphuric  acid  plus  sewerage 
in  water,  even  though  it  does  not  produce  typhoid,  is  not  alluring. 

They  have  a  filtration  plant,  but  it  is  not  adequate.  One  of  the 
physicians  in  the  town,  a  member  of  the  board  of  health,  told  me  that 
when  the  filtration  wells  were  not  adequate  they  just  pumped  the 
iver  water  right  in.  Nobody  drinks  it,  practically,  if  they  can  help 
it.  The  poorer  people  do  have  to,  but  where  it  is  possible  they  filter 
it.  Of  course,  the  families  who  can  afford  to  do  so  buy  straight 
bottled  water. 

Mr.  Bartlett.  How  far  are  those  towns  above  this  place,  that 
empty  their  sewerage  into  the  river  ? 

Miss  Byington.  McKeesport,  I  should  say,  was  1 0  or  1 5  miles  above. 

Mr.  Bartlett.  Is  that  the  nearest  ? 
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:VIiss  Byington.  There  are  two  small  towns,  Braddock  and  Du- 
quesne,  in  between.  McKeesport  has  a  population  of  about  50,000, 
ConneUsville,  which  perhaps  is  a  ride  of  one  hour  up  the  river,  has 
about  25,000  population. 

Mr.  Baetlett.  The  nearest  is  about  10  niiles? 

Miss  Byington.  Yes,  except  for  the  two  other  villages. 

To  go  back  to  the  children,  there  is  not  any  place  to  play  in  the 
second  ward.  Of  course  there  is  plenty  of  play  space  at  the  top  of 
the  bluff.  The  town  of  Homestead  itself  extends  about  to  the  top 
of  this  hill  and  a  Httle  way  over.  There  is  plenty  of  space  if  you 
get  back  into  that  country,  but  it  means  a  pretty  long  climb  for 
httle  tots,  so  that  practically  the  small  children  have  no  place  to 
play  in  but  these  courts  which  are  already  preempted  by  the  sanitary 
arrangement  of  the  household,  and  it  is  not  much  of  a  play  space. 

As  far  as  the  schools  are  concerned,  the  public  schools  of  Home- 
stead, I  think,  are  very  good.  Munhall,  which  is  the  borough  where 
the  steel  mill  proper  is,  is  stiU  better.  But  the  trouble  with  the 
Slavic  children  is  that,  as  a  matter  of  fact,  most  of  them  go  to  paro- 
chial schools,  and  some  of  those  are  pretty,  poor. 

Each  of  the  nationalities  has  its  own  parish.  There  is  the  Polish 
Church,  the  Lithuanian,  the  Slavic  Church,  and  the  Hungarian 
Church.  Each  one  of  those  has  its  own  parochial  school,  where  the 
children  are  largely  taught  in  the  language  of  those  people.  I  think 
it  is  one  of  the  unfortunate  things,  since  it  means  that  the  Slavic 
children  are  not  getting  to  know  English  very  much  or  to  come  in 
contact  with  other  people  in  the  community. 

Mr.  Young.  They  would  be  taken  into  the  public  schools  if  they 
would  go. 

Miss  Byington.  Oh,  yes;  it  is  personal  preference  that  the  church 
keeps  hold  of  them. 

Mr.  Reed.  There  is  a  very  excellent  training  school  in  Homestead. 

Miss  Byington.  There  is  manual  training  in  the  public  schools  and 
there  is  the  Schwab  School.  The  Schwab  School  is  very  excellent, 
and  children  from  the  ninth  grade  of  the  parochial  schools  are  allowed 
to  go  there,  so  that  they  get  that  advantage  of  the  public  schools. 

The  Chairman.  You  have  spoken  of  the  condition  of  the  children. 
I  would  like  you  to  describe  the  condition  of  these  homes.  You  have 
already  referred  to  their  overcrowded  condition.  Explain  about  that, 
please.  How  many  people  stay  in  a  room ;  how  many  rooms  there  are 
m  the  average  house ;  the  condition  as  to  cleanliness  and  privacy,  and 
all  that  sort  of  thing. 

Mr.  Reed.  Does  the  chairman  still  feel  that  this  is  relevant  to  the 
inquiry  authorized  by  Congress  ? 

The  Chairman.  Yes. 

Mr.  Bartlett.  What  did  you  say  ? 

Mr.  Reed.  I  asked  the  chairman  if  he  thought  that  testimony  as  to 
where  the  Slavic  children  played,  and  other  thmgs  ia  coimection  there- 
with, was  relevant  to  the  inquiry  authorized  by  Congress. 

The  Chairman.  That  is  just  simply  an  incident. 

Miss  Byington.  I  made  a  special  study  of  about  20  of  these  courts 
in  order  to  get  the  facts  as  to  the  general  conditions  outside  of  the 
individual  families  that  I  was  visiting. 

Mr.  Beall.  Were  you  lookiag  for  extreme  cases  when  you  were 
making  that  investigation? 
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Miss  Byington.  I  think  perhaps  the  way  I  got  the  families  would 
indicate  that  I  was  taking  what  I  could  get.  The  Slavic  families  were 
secured  for  me  bj'  one  of  their  own  people.  She  had  been  an  inter- 
preter in  the  courts  and  was  also  an  interpreter  for  the  mUl.  In  deal- 
ing with  the  individual  families  she  did  not  know  what  I  wanted.  I 
mean  she  had  no  background,  she  had  no  interest  in  social  problems; 
she  was  simply  hired  by  me  to  go  and  get  accounts  for  me,  because 
they  trusted  her  and  they  would  not  have  trusted  me.  They  would 
have  been  suspicious  of  a  stranger  coming  in.  I  left  it  entirely  to  her 
to  pick  out  her  families,  except  to  say  that  I  wanted  to  get  particulnar 
types. 

She  belonged  to  one  of  the  oldest  and  best-known  Slavic  families 
in  Homestead.  The  people  she  knew  were  mostly  her  personal 
friends,  and  I  would  say  that  as  far  as  the  budgets  were  concerned,  the 
people  she  was  likely  to  choose  were  far  above,  or  were  at  least  above, 
the  average  Slavic  family  in  Homestead.  The  other  famUies  I  took 
as  I  could  get  thena  from  clergymen.  I  had  to  have  some  introduc- 
tion. As  you  can  imagine  it  was  hard  to  go  in  and  ask  a  person  to 
keep  details  of  their  family  expenditures.  It  was  a  little  difficult  to 
say  the  least.  I  got  the  clergymen  to  take  me  to  what  they  considered 
merely  representative  famihes  in  their  parishes.  Then  they  referred 
me  to  then  friends 

Mr.  Beall.  Now,  the  description  you  are  about  to  give  as  to  the 
condition  of  these  courts — are  those  m  your  judgment  representative 
cases  ? 

Miss  Btington.  No. 

Mr.  Beall.  Or  are  they  extreme  in  any  way  ? 

Miss  Byington.  No.  These  courts  were,  I  should  say,  probably 
the  worst  things  in  Homestead.  In  that  case  we  were  definitely 
attempting  to  find  out  how  bad  it  could  get.  They  were  representa- 
tive of  the  worst.  I  mean,  we  did  not  pick  out  all  the  worst  ones,  but 
they  do  represent  the  worst  conditions  in  Homestead. 

In  those  20  rourts  there  were  about  239  families,  and  of  these  102 
were  taking  lodgers.  It  was  among  those  102  families  that  we  found 
the  worst  conditions. 

Seventy-one  of  those  102  were  living  in  two  rooms,  so  that  there  a 
third  of  the  families  in  these  courts  lived  in  two  rooms  and  still  took 
lodgers.  That  of  itself  is  sufficient  indication  that  the  conditions  were 
distmctly  undesirable.  One  can  not  possibly  have  a  family  and  live 
in  two  rooms  when  you  have  lodgers  at  the  same  time. 

Mr.  Reed.  These  were  all  Slavs,  were  they  ? 

Miss  Byington.  Yes.  It  means  a  practically  impossible  burden 
for  the  housewife.  It  means  demoralization  morally,  I  think,  in 
many  instances,  and  it  certainly  means  overcrowding. 

The  Chairman.  How  many  people  would  you  find,  as  a  rule,  living 
in  the  two  rooms  ? 

Miss  Byington.  Of  those  102  families  I  found  all  but  15  had  three 
or  more  persons  to  the  room.  Of  the  families  not  taking  lodgers,  the 
remainder  of  the  239,  about  half  had  three  or  more  persons  to  the 
room. 

The  Chairman.  What  was  the  size  ? 

Miss  Byington.  I  should  say  about  12  by  14.  I  am  not  a  very 
good  mathematician,  and  I  never  measured  one.  They  are  small 
rooms.     Mv  recollection  is  that  in  some  of  them  I  saw  four  double 


3040  UNITED    STATES    STEEL    COKPOEATION. 

beds  in  a  room.  Where  tlie  single  men  were  lodging  in  large  numbers, 
you  laad  to  crawl  over  the  beds.  That  perhaps  will  indicate  the  gen- 
eral size. 

The  Chairman.  That  is,  one  fellow  had  to  crawl  over  the  other 
fellow's  bed  to  get  into  his  1 

iliss  Byington.  If  you  got  four  double  beds  in. 

Mr.  Reed.  What  is  the  rate  of  board  paid  generally  ? 

Aliss  Byington.  For  the  single  men  they  pay  13  a  month  for  a 
room. 

The  Chairman.  You  mean  for  a  bed  ? 

Miss  Byington.  Well,  yes;  for  a  bed;  for  a  place  to  sleep.  As  a 
matter  of  fact,  they  do  not  board,  they  lodge,  and  the  food  arrange- 
ments are  rather  amusing.  That  is,  the  boarding  boss  buys  food  for 
the  crowd  and  then  divides  it  up.  At  the  end  of  the  month  each 
man  pays  his  share.  Then  if  he  wants  any  extra  delicacies  he  can 
order  them.  They  keep  a  special  account  and  by  an  elaborate  system 
they  arrive,  at  the  end  of  the  month,  at  each  man's  share  of  the 
expenses  for  the  household. 

Mr.  Young.  What  does  the  board  and  food  amount  to  ordinarily? 

Miss  Byington.  I  have  a  budget  of  one  family  here,  if  I  can  find  it. 
In  this  instance  it  was  a  little  over  $1  a  week  for  food,  perhaps  nearer 
to  $1,125. 

The  Chairman.  For  man  ? 

Miss  Byington.  For  each  man.  The  single  men  undoubtedly 
live  very  cheaply  there,  as  you  can  see,  with  $3  a  month  for  a  place  to 
sleep  and  $1.25  a  week  for  food.  That  is  cheap  living,  and  they 
undoubtedly  are  fairly  prosperous.  Most  of  them  are  saving  money 
either  to  send  for  their  families,  or  to  have  a  chance  to  get  married 
over  here. 

Mr.  Young.  Did  you  not  get  exact  figures  on  some  of  these  ? 

Miss  Byington.  Of  single  men  ? 

Mr.  Young.  Yes. 

^riss  Byington.  I  was  not  much  interested  in  them,  because  I  was 
really  studying  the  family  problem,  rather  than  the  problem  of  the 
single  day  laborer. 

In  this  particular  instance  these  men  were  paying  $3  a  month 
board  and  $1.06  a  week  for  their  share  of  the  general  amount,  plus 
certain  items  for  their  own  personal  use,  which  averaged  about  $8  a 
month  for  their  food.  With  $3  a  month  for  their  lodging,  this  gave 
them  !i  total  living  expense  of  about  $11  a  month.  That  is  just  a 
single  instance. 

^Ir.  Young.  Then  these  extras  were  pretty  nearly  half  of  their 
expense  ? 

Mv.  Reed.  The  extras  mostly  came  in  bottles. 

.Miss  Byington.  This  did  not  include  the  bottles,  Mr.  Reed.  I 
kept  the  bottles  in  a  separate  expense  account. 

^Ir.  Young.  Have  you  that  ? 

Aliss  Byington.  That  is,  how  much  they  drink? 

Mr.  Young.  Yes. 

}iliss  Byington.  Yes;  and  it  is  high  among  the  SlaA^s,  10  families 
spending  an  average  of  55  cents  a  week. 

The  Chairman.  Speaking  of  the  beer,  is  their  beer  taken  with 
their  meals  ? 
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Miss  Byington.  Yes;  practically  all  of  them. 

The  Chairman.  Can  they  afford  on  that  wage  to  buy  milk  at  the 
price  at  which  it  is  sold  at  Homestead  ? 

Miss  Byington.  They  do  not  buy  it.  Of  course,  they  can  not 
afford  to  get  milk  that  is  good.  They  pay  mostly  5  cents  a  quart, 
which  is  milk  that  is  not  drinkable. 

The  Chairman.  Is  that  skimmed  milk,  at  5  cents  a  quart  ? 

Miss  Byington.  Why,  yes.  I  do  not  know  that  it  is  so  treated, 
but  if  you  look  at  it,  it  certainly  is  pretty  blue. 

Mr.  Bartlett.  Skimmed  and  watered,  I  expect. 

Mr.  Gardner.  How  much  is  beer  in  Pittsburgh  or  in  Homestead  ? 

Miss  Byington.  I  am  sorry  to  say  I  don't  know. 

Mr.  Gardner.  Is  that  more  than  6  cents  a  quart  ? 

Miss  Byington.  I  have  not  any  figures  whatever. 

The  Chairman.  Do  they  have  their  beer  with  their  meals  ? 

Miss  Byington.  What  happens  is  this :  As  I  think  you  all  know, 
those  people  do  use  it  pretty  steadily  at  home,  as  part  of  their  living, 
and  in  addition  there  is  a  good  deal  of  drinking  among  the  Slavs.  A 
popular  thing  to  do  is  to  buy  a  keg  of  beer  Saturday  night  and  have 
a  good  time.  They  bring  that  home,  and  especially  in  the  lodging 
house  where  the  single  men  live,  they  buy  it  jointly  and  bring  it 
home  and  have  a  high  old  time  Saturday  night.  I  think  one  has 
to  accept  at  the  same  time  the  fact  that  there  is  no  other  kind  of  a 
good  time  those  Slav  men  do  have. 

Practically  the  only  entertainment  that  Homestead  offers  is  mov- 
ing-picture shows  and  vaudeville  of  the  10-cent  kind.  Of  course, 
for  anything  that  means  a  knowledge  of  English  they  can  not  under- 
stand, I  do  not  imagine  that  moving-picture  shows  that  concern  them- 
selves with  American  conditions,  are  very  intelligible  to  them, 
although  they  do  go  somewhat.  With  that  exception  they  have  no 
other  entertainment. 

I  would  Hke  to  read,  if  I  may,  just  two  items  from  my  book.  As  I 
say,  this  Slavic  investigator  of  mine  did  not  know  what  I  wanted.  I 
asEed  her  to  dictate  some  facts  about  the  families,  and  she  dictated 
this  about  their  amusements.     Here  is  one  instance: 

They  do  not  go  to  amusements  of  any  kind  on  account  of  being  so  poor  and  feel  so 
badly  after  they  have  finished  their  day's  work. 

Here  is  another  one : 

The  families  have  no  amusements  outside  of  their  own  home,  simply  because  they 
can  not  afford  it.  They  would  like  to  be  able  to  go  to  some  place  of  amusement  if  they 
could,  and  spend  their  Sundays  at  home  in  a  pleasant  way.  The  mother  and  children 
go  to  church  every  Saturday  evening  to  say  the  rosary,  which  is  one  of  their  chief 
pleasures. 

It  is  a  pretty  narrow  Hfe  for  these  Slavic  families.  Whether  one 
a^ees  with  their  method  of  using  what  spare  money,  which  they 
might  use  in  another  way,  that  is  undoubtedly  the  thing  they  do; 
that  is,  to  get  together  in  the  evening  and  play  cards  and  drink  beer. 

Mr.  YoTJNG.  TSie  social  element  is  a  great  inducement. 

Miss  Byington.  That  is  their  way  of  having  a  good  time. 

The  Chairman.  Do  you  know  what  the  Slavs  take  in  their  pails  to 
the  mills  for  their  dinners  ?  I  was  told  by  Mr.  Fitch,  I  believe,  that  a 
Slav's  dinner  consisted  of  a  herring,  rye  bread,  and  a  modicum  of 
beer.     Did  you  investigate  that  ? 
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Miss  Btington.  I  did  not  go  into  that. 

Mr.  Bartlett.  Did  you  investigate  the  condition  of  people  who 
were  not  Slavs  or  foreigners  ? 

Miss  Btington.  Of  course  I  have  been  giving  the  black  side  of 
the  picture.  The  brighter  side  is  the  condition  among  the  better- 
paid  workingmen,  who  are  Americans,  who  have  perhaps  as  whole- 
some a  home  life  as  you  would  find  anywhere. 

Mr.  Bartlett.  When  you  found  an  American  family  you  found 
better  conditions  and  higher  wages,  did  you  ? 

Miss  Bylngton.  Yes.  Of  course  there  are  a  few  Americans  who 
are  still  drawing  laborers'  pay. 

Mr.  Bartlett.  Amongst  those  did  you  make  investigations? 

The  Chairman.  By  laborer  you  mean  unskilled  laborer? 

Miss  Byington.  Yes,  sir. 

Mr.  Bartlett.  Did  you  make  some  investigation  along  these  same 
lines  of  the  American  laborei-s,  either  black  or  white,  that  got  about 
the  same  pay  that  these  people  get  ? 

Miss  Byington.  Yes.  The  complication  there  is  that  I  think 
most  of  the  Americans  who  earn  a  day-laborer  wage  were  not  over 
thrifty  folk.  That  is,  the  more  iateUigent  Americans  were  undoubt- 
edly the  men  who  were  in  the  higher  grade,  who  were  earning  bet- 
ter pay. 

Mr.  Bartlett.  Probably  that  is  not  only  true  in  this  country,  but 
in  any  country  where  the  American  goes,  in  labor. 

Miss  Byington.  Yes.  Of  course  that  means  that  the  Americans 
who  were  making  less  than  $12  a  week,  who  were  very,  very  few, 
were  not  the  type  of  those  who  would  be  prosperous  anywhere. 

Mr.  Young.  They  were  rather  the  ne'er-do-wells? 

Miss  Byington.  "Yes. 
5j/Mr.  Bartlett.  Were  their  conditions  of  home  life  about  the  same 
as  amongst  the  foreigners  ? 

Miss  Byington.  I  had  one  rather  startling  exception.  I  did  visit 
one  family  where  the  man  was  working  for  $1.98  a  day,  and  the  woman 
was  the  daughter  of  a  Pennsylvania  Dutch  farmer.  They  certainly 
did  have  a  marvelous  home  on  that  much  money.  But  she  was  the 
rare  exception.  She  was  a  woman  who  had  been  brought  up  in,  I 
suppose,  the  thriftiest  group  of  people  that  the  country  affords,  just 
about,  and  she  has  carried  it  into  her  home  life  there  in  Homestead. 
She  did  have  a  very  thrifty  home,  but  that  was  rather  an  exceptional 
instance. 

Mr.  Bartlett.  Then  you  think  the  manner  of  Uving  is  due,  in  a 

treat  measure,  to  the  nationality?     To  what  do  you  attribute  this 
ifference  in  the  manner  of  living  between  the  foreigner  and  the 
American  who  has  the  same  opportunity  and  the  same  wages  ? 

Miss  Byington.  That  is,  I  say  this  one  woman  was  the  exception. 
I  should  say  there  were  so  few  Americans  who  were  getting  the  low 
wage  that  you  could  hardly  generalize  on  them.  Most  of  the  Ameri- 
cans I  visited  were  people  who  were  making  from  $2  to  $4  a  day.  My 
data  do  not  indicate  especially  racial  differences,  except  in  one  par- 
ticular, and  that  is  that  all  the  way  through  I  found  the  American 
spent  more  money  for  rent  and  the  Slavs  spent  more  money  for  food. 
Apparently  on  these  lower  wages  you  could  not  have  aU  you  wanted 
of  both,  nnd  the  American  had  the  standard  of  wanting  some  privacy 


UNITED    STATES    STEEL    COEPORATION.  3048 

and  decency  in  his  home,  even  if  he  had  to  skimp  a  httle  on  the  food 
side,  while  the  Slav  had  less  idea  of  a  sanitary  and  wholesome  home, 
but  was  bound  to  have  enough  to  eat. 

The  Chairman.  The  Amencan  puts  up  a  decent  appearance,  even 
if  he  had  to  go  hungry  to  have  it. 

Mr.  Bartlett.  No;  he  was  willing  to  make  sacrifices  in  order  to 
have  a  good  home.     That  is  the  way  I  understand  Miss  Byington. 

Miss  Byington.  It  is  a  question  of  whether  you  can  live  in  a 
sanitary  house  on  that  wage  and  have  enough  to  eat. 

Mr.  Young.  Was  there  any  evidence  that  these  Americans  who 
did  have  better  home  conditions  were  illy  nourished,  or  did  not  have 
enough  to  eat? 

Miss  Byington.  I  do  not  like  to  generalize  because  I  did  not  see 
enough  of  them,  of  Americans  who  were  on  the  low  wage. 

Mr.  Young.  Is  it  not  true  that  the  difference  which  you  saw  is 
largely  a  difiference  in  inteUigence  ? 

Miss  Byington.  I  think  it  undoubtedly  is,  in  a  measure. 

Mr.  Young.  The  American  makes  more  of  conditions,  whether 
they  are  good  or  bad.  He  knows  how  (to  use  what  Httle  or  however 
much  he  may  have  better  than  the  ordinary  foreigner. 

Miss  Byington.  I  think  it  is  undoubtly  true.  Of  course  the  exact 
amount  of  difference  which  that  makes  is  very  hard  to  tell  unless  you 
have  known  a  much  larger  number  of  famihes  than  I  know. 

The  Chairman.  You  have  carefully  analyzed  these  conditions; 
you  have  taken  this  110  a  week  wage  that  is  paid  for  common  labor, 
whether  done  by  an  American  or  done  by  a  Slav  or  by  a  German  or  a 
Pole,  or  what  not,  and  you  have  generalized  it  from  the  expenditures 
of  90  families,  each  trying  to  get  the  most  out  of  his  money. 

Now,  from  your  experience,  your  practical  experience,  studying 
the  accounts  and  visiting  the  homes,  inspecting  the  homes,  is  it  pos- 
sible for  an  American,  much  vaunted  as  he  is — the  best  praised  and 
the  poorest  paid  man  in  the  world  is  the  American  laborer;  I  mean 
unskilled — ^is  it  possible  for  an  American  laborer,  or  any  other  laborer, 
on  that  wage,  to  have  the  comforts  of  life,  and  to  have  sufficient 
nourishing  food  and  clothing  that  would  protect  his  family  from  the 
elements,  by  any  degree  of  economy,  and  by  denying  himself  from 
pleasure  and  luxury  ? 

Miss  Byington.  No. 

The  Chairman.  That  is  what  I  want  to  get  at. 

Mr.  Reed.  Is  that  condition  peculiar  to  the  steel  industry,  or  do 
you  find  it  in  all  the  other  laborers,  by  whomever  employed  ? 

Miss  Byington.  I  should  say  that  no  man  could  ever  do  it  on  $10 
a  week,  in  so  far  as  that  is  a  laborer's  wage. 

The  Chairman.  In  the  city  of  Pittsburgh  ? 

Miss  Byington.  In  the  city  of  Pittsburgh.  My  figures,  taken  from 
the  bulletin  of  the  Department  of  Labor,  comparing  the  cost  in  differ- 
ent cities,  showed  that  the  Pittsburgh  prices  were  higher  than  those  of 
any  of  the  big  cities  of  the  country,  higher  than  New  York  and 
materially  higher  than  Chicago. 

Tlie  Chairman.  Have  you  tabulated  any  figures  showing,  either 
from  your  own  investigation  or  the  investigation  of  the  bureau  of 
charities,  how  much  is  necessary  to  provide  for  a  man's  wife  and  three 
children  the  bare  necessities  of  hf e  m  the  city  of  Pittsburgh  ? 
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Miss  Byington.  The  figures  that  I  have,  which  may  be  interesting, 
are  from  the  Chamber  of  Commerce  of  Pittsburgh.  They  show  it 
takes  $11.88  a  week  to  provide  proper  food  for  a  family  of  five. 

The  Chairman.  Proper  food,  without  anything  else,  without  rent 
or  clothing  ? 

Miss  Byington.  Those  are  the  figures  of  the  chamber  of  commerce 
as  to  prices  in  Pittsburgh.  They  made  a  careful  budget  of  how  much 
the  family  ought  to  have,  and  that  amounts  to  $11.88. 

Of  course,  I  do  not  agree  with  the  chamber  of  commerce.  I  think 
that  is  putting  it  higher  than  any  day  laborer's  family  ought  to  expect 
to  go;  out  still  it  may  indicate  that  the  chamber  of  commerce  does 
not  think  that  $4.64  a  week  is  an  exorbitant  amount  to  spend  for  food. 

Mr.  Barti.ett.  Is  not  the  desire  of  the  foreigner  to  save  money, 
so  that  he  can  return  to  the  country  from  which  he  came,  a  reason 
why  they  live  in  these  conditions  ? 

Miss  Byington.  They  hke  to  buy  houses.  They  do  save  to  go 
back;  but  I  find  more  of  them  saving  to  buy  houses. 

Mr.  Baetlett.  Is  it  not  a  fact  that  Americans  who  are  receiving 
about  the  same  wage  as  these  foreign  laborers  prefer  rather  to  expend 
their  wage  in  having  as  comfortable  a  home  as  they  can  have,  and  is 
it  not  the  disposition  of  the  Slav  to  submit  to  those  discomforts  and 
privations  so  ne  can  save  his  money  ? 

Miss  Byington.  I  think  that  perhaps  the  taking  of  lodgers  is 
somewhat  to  save  money,  and  yet  I  found  very  much  the  same 
condition  existing  in  fa,milies  that  had  no  bank  account 

Mr.  Bartlett  (interposing).  You  give  an  instance  here  in  your 
book,  on  page  39.     This  is  not  the  day  laborer,  however — 

Among  the  steel  workers  earning  |15  to  $19.99  were  two  Slavs  and  a  Scotchman 
who  were  heljjers  at  the  open-hearth  furnaces,  an  Irish  machinist,  one  American  with 
a  good  "pencil  job,"  and  another  who  did  semiskilled  work  at  the  roll.  The  part 
which  personal  choice  paid  in  spending  when  incomes  are  large  enough  to  give  some 
margin  was  illustrated  by  the  families  of  the  men  in  this  group.  Here  an  American 
on  the  clerical  staff  of  the  mills,  with  a  clever  wife  and  two  small  children,  saved 
little,  for  they  had  chosen  instead  to  have  an  attractive  five-room  house;  there  a 
Slav,  with  the  same  income  and  the  same-sized  family,  lived  in  two  rooms,  which 
were  shared  by  two  lodgers,  and  already  had  a  bank  account  of  $400. 

That  would  rather  indicate  where  they  received  about  the  same 
wages  that  the  American  spent  his  in  comfort,  and  the  other  in  trying 
to  save  for  some  purpose  his  money  rather  than  have  his  family  in 
comfort. 

Miss  Byington.  The  matter  of  saving  is  usually  to  buy  a  house. 
May  I  remind  you  that  those  cases  are  not  day  laborers.  That  is  not 
a  case  where  a  day  laborer  is  attempting  to  buy  a  house. 

Mr.  Bartlett.  It  is  true  of  men  who  get  more  wages  and  are  able 
to  do  it,  while  these  others  lived  in  the  same  two-room  house  and 
kept  lodgers 

Miss  Byington  (interposing) .  There  is  undoubtedly  a  difference  of 
standard  in  the  two  races,  but  it  does  not  affect  the  fact  that  they 
can  not,  either  of  them,  do  it  on  the  low  wage.  I  mean  that  they 
can  not  either  of  them  live  normally. 

Mr.  Beall.  What  is  the  lowest  wage  you  know  of  that  these  for- 
eigners receive? 

iVIiss  Byington.  1  think  only  about  2  per  cent  of  the  Slavs  in  the 
mills  are  skilled  workmen.     I  ran  not  answer  it  definitely. 
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Mr.  Beall.  Take  one  of  the  skilled  workmen.  Did  you  investigate 
to  see  how  such  people  were  living  ? 

Miss  Byington.  1  know  one  or  two  rather  prosperous  Slav  fami- 
lies, who  were  making  rather  a  fair  home.  Two  of  them  owned  their 
houses. 

Mr.  Beall.  Did  they  take  lodgers? 

Miss  Byington'.  No.  One  of  the  families  had  a  five-room  house, 
and  I  believe  they  took  two  roomers. 

Mr.  Beall.  What  conditions  prevailed  in  that  house? 

Miss  Byington.  May  I  ask  you  to  look  at  a  picture,  on  page  153, 
which  is  a  picture  of  one  of  their  rooms,  the  lower  of  the  two  pictures  ? 
It  has  quite  fine  leather  covered  furniture. 

The  Chairman.  These  Slavs,  then,  where  they  have  the  money, 
have  no  particular  objection  to  comfort  ? 

Miss  Byington.  Apparently  not. 

The  Chairman.  They  have  no  antipathy  to  living  decently  if 
they  can  ? 

Miss  Byington.  That  is  true. 

The  Chairman.  They  five  in  tliis  squalor,  as  you  describe  it,  in 
these  crowded  and  dirty  beds  and  unhealthy  places,  because  they 
either  want  to  save  to  go  back  to  Europe  and  get  their  families,  or 
because  they  want  to  be  able  to  provide  a  home  and  live  here  ? 

Mr.  Beall.  This  is  a  picture  of  a  family  that  has  been  here  for 
20  years.  Do  you  think  that  residence  in  this  countrv,  for  that 
length  of  time,  had  any  influence,  any  effect,  on  their  mode  of  life  ? 

Miss  Byington.  I  think  so;  undoubtedly.  One  thing  that  has  to 
be  taken  into  consideration  with  these  Slavs  is  that  most,  of  them 
come  from  peasant  villages  in  the  old  country,  and  I  think  they  do 
not  understand,  when  they  first  come,  the  diflerence  between  living 
in  two  rooms  when  it  is  in  a  village,  with  all  outdoors  outside,  from 
what  it  is  to  live  in  two  small  rooms  when  you  are  crowded  in  near  a 
court  with  many  other  people.  If  you  take  our  own.  farming  com- 
munities, for  instance,  certain  of  their  sanitary  standards  are  diff- 
erent from  our  own,  because  they  are  not  in  a  crowded  place.  I 
think  the  Slavs  have  to  learn  that  American  standards  are  somewhat 
different  and  that  city  standards  have  got  to  be  difl'erent. 

Mr.  Beall.  Have  you  ever  made  any  investigation  as  to  their 
mode  of  living  in  their  native  country  ? 
.    Miss  Byington.  No;  I  know  very  little  about  it. 

Mr.  Keed.  It  is  a  fact  that  the  death  rate  of  south  European 
nations  is  more  than  twice  as  high  as  that  of  the  northern  European 
nations;  is  it  not? 

Miss  Byington.  I  do  not  know. 

Mr.  Reed.  I  saw  that  published  in  a  newspaper  yesterday. 

In  that  connection  I  would  like  to  call  the  attention  of  the  com- 
mittee to  the  fact  that  the  British  Board  of  Trade  made  an  investiga- 
tion into  the  relative  cost  of  living  in  the  various  cities  of  the  United 
States,  and  I  have  here  an  abstract  of  their  report,  which  shows  that 
the  food  prices  in  Pittsburgh  are  3  per  cent  higher  than  those  of 
Cleveland,  5  per  cent  higher  than  those  of  Baltimore,  6  per  cent 
higher  than  those  of  Philadelphia,  and  8^  per  cent  higher  than  those 
of  Chicago. 

Mr.  Beall.  How  much  under  the  food  prices  in  Washington? 


3046  UNITED   STATES   STEEL.   COKPOBATION. 

Mr.  Reed.  I  do  not  think  they  investigated  Washington,  because 
there  is  not  much  work  done  in  Washington. 

Mr.  Beall.  Have  you  ever  made  any  investigation  elsewhere  as 
to  the  mode  of  hving  of  people  of  about  the  same  nationality  engaged 
in  other  lines  of  industry  at  other  places  ? 

;Miss  Byington.  Not  as  to  the  cost  of  living. 

Mr.  Beall.  As  to  the  condition  of  living  ? 

Miss  Byington.  Only  in  a  general  way. 

Mr.  Beall.  Take  Philadelphia  or  New  York  or  Chicago.  Have 
you  ever  made  any  investigation  as  to  the  conditions  preva,iling 
there  among  the  poorer  class  of  people,  so  as  to  be  able  to  institute 
a  comparison  between  the  conditions  you  are  describing  and  the 
conditions  that  prevail  elsewhere? 

Miss  Byington.  The  only  other  experience  I  have  had  has  been 
in  doing  charitable  work.  "l  was  in  the  Associated  Charities  of  Bos- 
ton for  four  years,  and  was  of  course  spending  all  my  time  in  the 
homes  of  people  who  were  actually  dependent  on  charity.  My 
work  since  then  has  taken  me  into  a  good  many  cominunities  where 
I  have  simply  made  a  cursory  investigation  of  the  conditions  of  living 
and  not  a  detailed  study  that  would  at  all  serve  as  a  basis  for  com- 
parison with  those  at  Homestead. 

ilr.  Beall.  You  understand  the  purpose  of  my  question  was  to 
trj-^  and  determine  whether  or  not  tnere  are  some  exceptional  con- 
ditions prevailing  among  the  workers  in  these  steel  mills,  or  whether 
a  like  condition  exists  among  the  people  of  that  same  general  class 
elsewhere,  engaged  in  a  different  line  of  work. 

Miss  Byington.  I  have  never  seen  such  overcrowding  and  bad 
sanitation  in  any  comparatively  small  community  anywhere  else. 
Of  course,  there  is  a  great  degree  of  congestion  in  New  York;  but  for 
a  small  place  it  certainly  is,  in  my  experience,  very  exceptional. 

Mr.  Beall.  A  moment  ago,  I  think,  you  were  interrupted.  You 
started  to  give  a  description  of  the  courts.     Did  you  finish  that  ? 

Miss  Byington.  I  think  I  gave  the  main  point,  which  was  the 
extent  of  overcrowding  there,  the  bad  sanitation.  I  could  go  into 
details,  but  I  presume  it  is  enough  to  say  that  both  water  supply  and 
toilet  facihties  are  quite  inadequate,  and  in  many  cases  quite 
impossible. 

Mr.  Beall.  About  how  large  are  these  courts  ? 

Miss  Byington.  A  great  many  of  them  have  four  small  houses  on 
the  street  and  four  smaU  houses  on  the  alley. 

Mr.  Beall.  The  court  then  having  accommodations  for  eight 

Miss  Byington.  For  16.  The  houses  are  two  rooms  deep  and  two 
stories  high.  One  family  lives  on  the  street  and  one  family  on  the 
court.  Then  there  is  a  row  of  houses  on  the  alley,  and  one  family 
lives  on  the  alley  and  one  on  the  court.  So  that  you  get  16  families, 
with  two  rooms  each,  using  this  court  in  common.  They  usually 
have  one  hydrant  in  the  court.  The  toilets  are  in  an  octagonal 
building  in  the  middle  of  the  court,  with  this  unflushed  vault,  with 
one  compartment  for  two  famiUes,  which,  of  course,  when  used  in 
common,  is  very  apt  to  be  in  pretty  bad  shape.  There  is  no  method 
of  flushing. 

Mr.  Beall.  I  think  I  interrupted  yon  before  you  answered  the 
question  as  to  tlie  size  of  the  court. 
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Miss  Btington.  It  would  be  the  width  of  four  of  these  small 
rooms;  that  is,  there  are  four  houses  built  close  together,  and  the 
court  is  about  square. 

Mr.  Young.  Is  this  court  entirely  surrounded  by  houses  ? 

Miss  Btington.  Yes.  There  are  four  houses  here  [indicating], 
four  houses  here  [indicating],  and  a  court  in  the  middle.  Then  there 
would  be  a  fence. 

Mr.  Young.  At  the  ends  * 

Miss  Btington.  At  the  ends.  Then  you  would  have  four  more 
houses,  another  set  of  eight. 

Mr.  Young.  These  courts  are  square,  octagonal,  so  that  there  are 
four  sides  of  the  court  ? 

Miss  Btington.  Yes.  There  are  houses  on  two  sides  and  fences 
on  the  other  two.  Of  course  one  of  them  I  have  made  a  special  study 
of.     There  were  houses  on  three  sides,  and  a  stable  on  the  fourth. 

Mr.  Beall.  In  addition  to  being  used  as  a  playground  for  children, 
and  for  toilet  accommodations,  what  other  uses  are  made  of  those 
courts  ? 

Miss  Btington.  Most  of  the  families  do  their  washing  out  there; 
they  are  very  apt  to  when  it  is  warm  enough.  It  is  everybody's 
bacK  yard,  tnM  is  all.  And  you  use  it  just  as  you  would  use  any 
back  yard,  except  there  are  16  families  to  use  it  instead  of  each  having 
its'jown. 

Mr.  Beall.  What  regulation  is  made  for  the  cleaning  up  of  that 
court  ?     Whose  duty  is  it ;  who  superintends  it  ? 

Miss  Btington.  Nobody;  just  anybody.  There  is  a  board  of 
health  in  Homestead  which  has  the  power  to  order  changes  on  com- 
plaint if  a  thing  constitutes  a  nuisance.  So  that  when  conditions 
get  bad  enough  to  consitute  a  nuisance,  if  anybody  chooses  to  com- 
plain, the  bo&rd  of  health  will  act  and  insist  on  thmgs  being  cleaned 
up. 

Mr.  Beall.  As  to  slops  from  the  kitchen  and  other  parts  of  the 
houses,  what  disposition  is  made  of  material  of  that  sort? 

Mi^s  Btington.  There  is  a  drain  that  empties  into  the  vault. 
They  simply  pour  the  water  out  on  the  brick  pavement;  it  runs  into 
this  drain  and  then  into  the  vault. 

Mr.  Beall.  Kitchen  slops  and  all  are  poured  out  there?  Is  rub- 
bish of  different  kinds  thrown  into  the  court  ? 

Miss  Btington.  They  vary.  It  depends  somewhat  on  the  thrifti- 
ness  of  the  people  Hving  in  there.  Sometimes  they  are  quite  neat  and 
sometimes  pretty  bad. 

Mr.  Beall.  As  to  this  picture  that  has  been  referred  to,  is  that  of  a 
typical  family?  Yes;  I  believe  you  say  a  typical  toilet  and  water 
supply. 

Miss  Btington.  May  I  ask  the  page  ? 

Mr.  Beall.  Next  to  page  133. 

Miss  Btington.  Yes;  that  is  a  perfectly  ty^jical  one.  That  is  a 
lodging  house  for  a  lot  of  Russian  men. 

Mr.  Beall.  Are  the  families  of  these  foreign  laborers  usually  large 
families,  where  they  have  children,  or  not  ? 

Miss  Btington.  Why,  I  should  say  that  on  the  whole  they  are 
probably  a  little  below  the  average,  in  that  a  great  many  of  them  are 
young  people,  young  men  coming  over  to  the  mills,  who  get  married. 
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My  impression  would  be  that  it  would  not  be  over  the  average.     It 
would  probably  be  a  httle  below  if  anything. 

Mr.  Beall.  What  is  the  largest  family  you  have  any  recollection 
of — as  to  the  number  of  children  ? 

Miss  Byington.  I  do  not  know.     You  see,  this  is  all  four  years 
old  for  me,  and  my  recollection  of  the  details  such  as  that  is  a  little 
shaky.     I  have  that  information  here  somewhere,  if  you  really  care 
to  have  it — if  I  can  find  it. 
Mr.  Beall.  I  suppose  I  can  find  it. 

Mr.  Young.  When  you  were  giving  this  budget,  you  were  inter- 
rupted and  I  do  not  know  whether  you  had  finished  it  or  not.  There 
are  some  of  the  items  about  which  I  am  not  sure.  I  wish  to  see  if  I 
have  them  correctly.     WiU  you  just  read  those  items  f 

Miss  Byington.  Kent,  $1.88;  food,  $4.16;  furniture,  9  cents; 
clothing,  94  cents;  fuel,  38  cents;  insurance,  70  cents;  and  all  other 
items  together,  92  cents. 

Mr.  Young.  You  never  gave  the  "other  items"  at  all.  That  is 
sundries? 

Miss  Byington.  That  is  sundries.  It  includes  recreation,  church, 
and  newspapers,  tobacco,  and  liquor,  and  then  all  the  inevitable 
items  of  a  household  that  do  not  seem  to  come  under  anything  else. 

Mr.  Young.  Does  that  foot  up  to  $9.07,  as  you  have  it? 

Miss  Byington.  $9.17. 

Mr.  Reed.  It  is  $9.07,  as  I  add  it. 

Miss  Byington.  I  must  have  made  a  mistake,  then,  last  night, 
when  I  made  this  memorandum  up.  It  is  probably  10  cents  too  less 
for  the  "other  items." 

Would  you  care  to  have  mo  give  you  what  the  people  in  the  over 
20  group  spend  as  a  contrast  ? 

Mr.  Young.  People  who  receive  over  $20  a  week  wages  ? 

Miss  Byington.  Yes. 

Mr.  Young.  Yes. 

Miss  Byington.  It  is  rather  mteresting.  They  spend  $3.73  for 
rent,  which  means  a  little  house  of  four  or  five  rooms,  of  their  OAvn; 
$9.38  for  food,  which  is  37  cents  a  day,  and  is  therefore  well  above  the 
22-cent  allowance,  allowing  plenty  of  margin ;  80  cents  for  furniture ; 
$3.36  for  clothing;  90  cents  for  fuel;  $1.86  for  insurance;  and  $5.52 
for  other  expenses. 

Mr.  Young.  Now,  to  get  back  to  this  other:  How  large  a  family 
does  that  represent,  where  the  expenses  are  $9.07  ? 

Miss  Byington.  Actually,  ia  mme  ? 

Mr.  Young.  Yes ;  is  that  the  average  of  the  ninety-odd  families  ? 

Miss  ByingtoiX.  No.     The  90  famihes  cover  the  whole  four  groups. 

Mr.  Young.  That  covers  different  courts  ? 

Miss  Byington.  Yes. 

Mr.  Young.  Is  this  the  average  of  all  of  the  common  laborers  who 
are  included  in  the  90  families  ? 

Miss  Byington.  Yes. 

Mr.  Young.  It  is  the  average  of  the  whole  ? 

Miss  Byington.  Yes. 

Mr.  Young.  Did  you  average  the  families? 

Miss  Byington.  I  was  trying  to  find  out.  I  thought  they  were  in 
here  [referring  to  book] ;  but  apparently  they  are  not. 
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Mr.  Reed.  When  you  take  the  average  earnings  as  under  $12,  does 
that  include  the  revenue  derived  from  taking  in  boarders  ? 

Miss  Byington.  Yes.  That  figure  of  course  is  less,  because  at  this 
particular  time  those  people  were  not  working  full  time,  and  that  is 
why  the  average  is  $9.17,  which  is  of  course  below  what  the  ordinary 
day  laborer  was  getting  then.  It  is  not  different  enough  to  materially 
affect  expenditures,  although  it  undoubtedly  would  have  affected 
them  somewhat. 

Mr.  Reed.  What  was  the  period  of  this  investigation? 

Miss  Byington.  1907  and  1908,  during  the  hard  times.  So  that 
it  affects  the  situation  somewhat. 

Mr.  Young.  You  stated  that  large  numbers  of  these  families  were 

Srocured  for  you  by  a  Slav  with  whom  you  became  acquaiated.  What 
id  you  tell  her  that  you  wanted  these  names  for? 

Miss  Byington.  Oh,  I  just  told  her  I  wanted  to  know  what  the  cost 
of  living  among  the  Slav  people  was. 

Mr.  Young.  If  she  had  had  an  idea  that  you  were  getting  this,  for 
instance,  for  the  company,  so  as  to  see  how  far  they  could  press 
wages  down,  you  do  not  think  you  would  have  got  the  truth  out  of 
her,  do  you? 

Miss  Byington.  I  got  thrown  out  of  one  or  two  houses  on  the  sup- 
position that  that  was  what  I  was  doing.  That  is,  I  think  these  facts 
were  unbiased. 

Mr.  Young.  I  am  trying  to  form  my  owm  opinion.  You  had  to 
tell  her  somethiag,  I  judge,  as  to  why  you  wanted  them,  did  you  not  ? 

Miss  Byington.  Yes. 

Mr.  Young.  What  did  you  tell  her  ? 

Miss  Byington.  I  told  her,  what  was  the  fact,  that  a  similar  cost 
od  living  study  had  just  been  made  in  New  York  City;  that  we  were 
anxious  to  get  some  sort  of  a  comparison  of  figures  in  Pittsburgh,  and 
that  was  all. 

Mr.  Young.  Did  not  she  want  to  know  why  you  desired  this  infor- 
mation ? 

Miss  Byington.  No. 

Mr.  Young.  She  asked  no  questions  ? 

Miss  Byington.  She  was  a  very  simple-minded  little  person,  and 
I  told  her  I  wanted  them,  and  I  hired  her  to  get  them,  and  that  was 
enough. 

Mr.  Young.  She  did  not  get  j^ou  all  of  these  90  families  ? 

Miss  Byington.  She  got  me  the  Slav  ones. 

Mr.  Young.  How  many  of  those  families  were  there  ? 

Mr.  Beall.  Twenty-nine,  as  indicated  on  page  152. 

Miss  Byington.  Thank  you. 

Mr.  Young.  Then,  as  to  these  families,  the  correctness  of  the 
iaformation  depended  upon  her  report,  did  it,  entirely  ? 

Miss  Byington.  With  this  check,  that  she  brought  to  me  their 
account  book.  She  also  got  them  to  tell  her  how  much  they  got  in 
their  pay  envelopes  for  the  weeks  covering  that  period.  Then  I 
added  up  the  expenditures  to  see  if  they  tallied  with  what  they  said 
the  total  amount  of  wages  was.  And  as  she  had  not  added  them  up, 
she  had  no  way  of  knowing  whether  she  was  coming  out  right  or  not, 
and  therefore  padding. 

When  they  did  not  come  out  alike  we  discarded  the  account. 
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Mr.  Young.  You  spoke  of  some  investigation  made  by  some  scien- 
tific man  connected  with  some  university. 

Miss  Btington.  Prof.  Chittenden,  of  Yale. 

Mr.  Young.  What  did  this  22  cents  represent  that  he  found?  I 
I  do  not  mean  what  items,  but  what  was  it  ? 

Miss  Btington.  He  took  a  number  of  carefully  itemized  accounts. 
Then  he  made  a  study  of  the  amount  of  proteids  and  calories  con- 
tained in  the  amount  of  food  produced  by  his  scientific  processes. 
They  have  a  standard  of  how  many  grams  of  proteids  and  how  many 
calories  you  need  to  keep  you  well.  Then  he  estimated  how  much 
this  amount  of  food  at  market  prices  would  cost. 

Mr.  Young.  Was  that  for  one  individual  ? 

Miss  Btington.  No.  I  have  forgotten  how  many  budgets  he 
studied,  but  he  took  a  lot  of  them.  It  was  quite  an  extensive 
analysis. 

Mr.  Young.  It  was  a  family  budget? 

Miss  Btington.  It  was  a  family  budget. 

Mr.  Young.  And  not  an  individual  budget  ? 

Mr.  Btington.  No;  it  was  a  family  budget. 

Mr.  Young.  But  you  do  not  know  how  many  persons  there  were 
in  the  family  ? 

Miss  Btington.  You  mean  in  his  families  ? 

Mr.  Young.  In  his  families. 

Miss  Btington.  You  see,  it  is  estimated  in  the  terms  of  an  adult 
man.  It  is  supposed  that  a  woman  needs  eight-tenths  as  much  as  a 
man  does  to  keep  her  going,  and  a  child  proportionately  less. 

Mr.  Young.  Yes;  but  how  many  men,  how  many  women,  and  how 
many  children  does  that  22  cents  represent  ? 

Miss  Btington.  He  took  the  family  and  estimated  how  many 
adult  men  that  particular  family  was  the  equivalent  of,  and  then 
estimated  how  much  that  budget  cost  per  adult  man.  That  is,  by 
interpreting  your  family  in  terms  of  adult  men  you  get  something 
comparable 

Mr.  Young.  It  depends  entirely  on  the  size  of  the  family,  does  it 
not  ?  I  can  not  see  any  value  in  those  figures  without  we  understand 
how  many  people  that  22  cents  was  supposed  to  adequately  feed. 

Miss  Btington.  One  adult  man.  Suppose  there  is  a  man,  a 
woman,  and  three  children  in  a  family,  who  spend  $5  a  week  for 
food? 

Mr.  Young.  Yes. 

Miss  Btington.  He  would  say  the  man  equals  one,  the  woman 
equals  eight-tenths,  and  the  children  equal  seven-tenths,  six-tenths, 
and  five-tenths,  which  would  make  a  total  of,  say,  three.  Therefore 
$5  would  feed  three  adult  men. 

Mr.  Young.  Then  the  22  cents  did  represent  the  food  for  one  adult 
man? 

Miss  Btington.  Yes.  I  beg  your  pardon.  I  did  not  understand 
your  first  question. 

Mr.  Young.  Now,  I  would  not  suggest  for  a  moment  that  the 
American  workingman  should  be  fed  the  way  convicts  are  fed;  but 
you  are  probably  aware  that  in  well-conducted  prisons  the  actual  cost 
of  food  runs  from  about  9  to  1 1  cents  per  man,  and  that  under  that 
the  health  of  the  men  increases. 
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Miss  Byingtok.  I  think  there  are  several  things  you  have  to  take 
into  consideration  there. 

Mr.  Young.  And  they  are  in  confinement,  of  course.  You  are 
familiar  with  those  figures,  are  you  not,  about  prison  cost  ? 

Miss  Btington.  Y^s. 

Mr.  Young.  Now,  then,  what  I  am  trying  to  get  at  is  this :  This  22 
cents  evidently  represented  something  more  than  the  merest  means  of 
existence. 

Miss  BYington.  It  means  two  or  three  things,  I  think.  One  is 
that,  as  a  mat!terof  fact,  prisons  buy  food  wholesale.  Families  buy 
food  retail.  That  is  a  very  big  difference.  In  the  second  place,  they 
have  an  expert  chef,  of  one  variety,  to  cook  the  prison  food. 

Mr.  Young.  Yes. 

Miss  Byington.  And  the  ordinary  family  does  not  always  have  the 
same  skill  in  evolving  nourishing  food  out  of  cheap  cuts. 

Mr.  Young.  That  is  getting  right  back  to  what  I  was  looking  for. 
So  far  as  our  investigation  goes  here  I  have  never  been  able  to  see  this 
investigation  had  anything  to  do  with  it,  but  it  is  a  very  important 
matter  you  are  dealing  with,  and  any  possible  remedy  for  it  is  very 
important. 

That  gets  back,  does  it  not,  again,  to  the  proposition  that  a  great 
deal  of  this  misery  comes  out  of  the  ignorance  of  these  people  who 
come  from  a  foreign  country  where  conditions  have  been  very  bad, 
who  do  not  know  either  how  to  earn  money  or  how  to  make  the  most 
of  the  money  that  they  get.  I  do  not  mean  always.  Miss  Byington, 
but,  that  that  is  a  very  large  element  in  it. 

Miss  Byington.  I  do  not  suppose  any  of  us  can  teU  how  large  an 
element  it  is.  I  do  not  think  those  figures  are  in  the  least  comparable, 
however,  to  the  food  bought  in  market  for  a  family,  instead  of  food 
bought  wholesale  for  a  lot  of  men. 

Mr.  Young.  But  you  spoke  of  the  matter  of  an  expert  chef  who 
knew  how  to  make  the  most  of  it,  and  this  is  an  important  point. 
Again  you  have  spoken  of  one  family  in  which  the  wife  was  the 
daughter  of  a  Pennsylvania  Dutch  farmer,  who  was  very  thrifty 
and  made  a  great  deal  more  than  any  of  the  rest  of  these  people  out 
of  the  same  wage.  What  I  am  getting  at  is,  is  not  the  remedy  for  a 
large  part  of  this  either  to  select  more  carefully  the  immigration 
that  comes  over  here,  and  then  to  have  some  systematic  way  of  edu- 
cating in  the  way  of  living,  the  people  who  do  come  ? 

Miss  Byington.  Well,  1  don't  believe  it  is  confined  to  the  Slavic 
immigrant,  as  to  the  lack  of  knowledge. 

Mr.  Young.  I  am  not  talking  about  the  Slavic  immigrant,  but 
any  immigrant. 

Miss  Byington.  I  mean  the  immigrants. 

Mr.  Young.  Any  immigrant  is  ignorant._ 

Miss  Byington.  Education  in  how  to  live  is  pretty  difficult  to 
give. 

Mr.  Young.  It  is  more  important  than  education  in  books.  That 
can  wait;  the  other  can  not. 

Miss  Byington.  Most  of  the  courses  of  domestic  economy  do  not 
teach  a  family  how  to  live  on  22  cents  a  man  per  day,  and  it  is  one  of 
the  difficulties. 

Mr.  Bartlett.  That  is  mostly  book  teaching  or  theory  ? 
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Miss  Btington.  They  are  more  apt  to  teach  them  how  to  make 
nice  things ;  but  the  science  of  bujong  cheap  things  is  different. 

Mr.  Young.  I  should  agree  with  you  in  that.  But  perhaps  the 
woman,  like  the  wife  of  this  man  you  spoke  of,  who  was  the  daughter 
of  a  Dutch  farmer,  has  the  knowledge  that  would  be  of  advantage  to 
these  people,  and  would  know  how  to  impart  it. 

Miss  Btington.  She  would  not  know  now  to  impart  it. 

It  seems  to  me  that  ia  this  question  of  skill  in  relation  to  wages 
from  what  I  know  of  working  people,  you  have  to  accept  the  fact  that 
working  people  are  only  going  to  be  averagely  intelligent  spenders, 
and  that  to  adjust  wages  to  the  exceptional  woman  is  not  fair. 

Mr.  Young.  But  nobody  is  suggestmg  that.  I  am  suggesting  what 
we  can  do.  Nobody  is  suggesting  that  wages  should  be  placed  at  the 
bare  cost  of  existence.     I  certainly  am  not  suggesting  it. 

The  Chairman.  Do  you  believe  there  is  any  degree  of  human  inge- 
nuity, energy,  or  intelligence  that  can  determine  a  plan  by  which  a 
man  or  his  wife  and  three  children  can  have  the  comforts  and  conven- 
iences of  decent  life  on  $10  a  week  in  the  city  of  Pittsburgh? 

Miss  Btington.  No  ;  I  do  not. 

Mr.  Reed.  May  I  suggest  to  the  committee  it  would  be  interestiag 
to  know  whether  Miss  Byington  investigated  the  conditions  of  living 
among  common  laborers  other  than  those  employed  by  the  Steel  Cor- 
poration, because  the  evidence  already  before  the  committee  shows  that 
the  Steel  Corporation  pays  more  for  common  labor  than  any  other 
steel  corporation  in  Pittsburgh,  and  more  than  most  other  employers 
of  common  labor  of  any  kind. 

Miss  Btington.  Homestead  is  so  almost  exclusively  a  Steel  Cor- 
poration town  that  it  is  practically  impossible  to  make  any  such 
generalization  out  of  conditions  there.  You  see,  as  a  matter  of  fact, 
there  are  but  few  teamsters  and  a  few  laborers  on  the  streets ;  but  the 
preponderance  of  labor  in  Homestead  is  so  largely  within  the  Steel 
Corporation  that  you  can  not  get  anything  else. 

Mr.  Eeed.  The  Harbiston-Walker  Co.  has  a  large  plant  near 
Homestead  which  employs  labor,  and  the  Weston  Machine  Co. 

Miss  Btington.  They  are  over  in  West  Homestead. 

Mr.  Reed.  You  did  not  investigate  among  their  laborers  ? 

Miss  Btington.  No. 

The  Chairman.  I  will  say  to  Mr.  Reed,  it  is  not  my  purpose  to 
infer  from  this  evidence,  nor  am  I  attempting  to  establish,  that  the 
United  States  Steel  Corporation,  in  respect  to  the  payment  of  its 
laborers,  is  more  niggardly  than  any  other  independent  concern. 

Mr.  Reed.  I  am  glad  to  hear  that. 

The  Chairman.  I  am  not  criticizing  at  all;  but  my  investigations 
have  led  me  to  believe  that  they  are  quite  as  liberal  in  payment  to 
their  employees  as  other  concerns  in  the  United  States,  and  infinitely 
more  so  than  that  concern  at  Pueblo— I  don't  know  who  runs  it. 

Mr.  Reed.  The  Colorado  Fuel  &  Iron  Co. 

The  Chairman.  That  is  the  worst  place  in  the  world. 

Mr.  Reed.  With  that  we  have  nothing  to  do. 

The  Chairman.  I  understand  that. 

Mr.  Reed.  It  depends  on  one's  point  of  view.  If  you  compare 
these  things  with  an  ideal  condition  of  affairs,  it  looks  bad ;  if  you  com- 
pare them  with  competitors  and  other  employers,  we  think  tne  show- 
ing is  rather  creditable. 
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The  Chaieman.  I  hope  to  be  just  to  the  Steel  Corporation. 

Mr.  Reed.  I  think  the  chairman  is. 

Mr.  Young.  Do  you  think  that  you  could  entirely  remedy  this 
situation  with  an  increase  of  wages,  the  ignorance  and  habits  of  these 
people  remaining  the  same  as  they  are  ?  Would  it  take  about  a  gen- 
eration to  do  it  ? 

Miss  Btington.  I  do  not  think  you  would  remedy  it  by  a  sudden 
change.     I  think  you  would  remedy  it  by  a  gradually  increasing  wage. 

The  Chairman.  If  the  conditions  exist  that  existed  prior  to  the 
strike  at  Homestead;  if  there  was  day  labor — honest,  hard  labor — of 
12  hours,  with  a  man's  muscle  where  he  was  not  fortunate  enough  to 
have  the  brain  to  enable  him  to  feed  upon  the  muscles  of  his  less  for- 
tunate fellows;  if  these  people  were  organized,  were  able  to  bargain 
competitively;  if  the  Slav  and  the  others  of  the  more  wretched  crea- 
tures in  Europe  were  not  brought  here;  and  they  were  paid  a  few 
cents  more  a  day,  and  American  laborers  would  then  be  induced  to  do 
less  work,  do  you  think  that  conditions  would  be  immediately  reme- 
died? 

Miss  Byington.  That  has  a  great  many  "ifs"  in  it,  and  I  can  not 
say  that  my  imagination  is  equal  to  it. 

The  Chairman.  Let  the  stenographer  read  the  question. 

The  question  referred  to  was  repeated  by  the  stenographer,  as  above 
recorded. 

Mr.  Eeed.  I  think  that  question  would  stagger  even  Mr.  Perkins. 

The  Chaieman.  I  will  divide  the  question.  I  was  just  in  a  hurry- 
to  get  it  all  in. 

If  these  laborers  were  permitted  to  bargain  competitively,  if  they 
were  organized,  do  you  believe  it  would  have  any  effect  on  their  wages, 
in  that  phaze  of  the  situation  ? 

Miss  Byington.  I  did  not  go  into  the  wage  situation  at  all  exten- 
sively, and  I  would  rather  not  try  to  answer  a  question  that  concerns 
that  particularly.  What  I  would  like  would  be  to  see  them  organized 
for  the  moral  effect  on  the  laborer. 

The  Chairman.  If  they  were  paid  30  per  cent  more,  if  instead  of 
being  paid  111  a  week,  we  will  say,  they  were  paid  $16  a  week,  for  12 
hours  a  day  work,  could  American  laborers  oe  induced  to  do  this 
work  then,  do  you  think  ? 

Miss  Byington.  As  far  as  home  conditions  are  concerned,  yes. 

The  Chaieman.  If  you  had  American  laborers  there  at  an  average 
of  $2  a  day  for  day  labor,  and  with  constant  work,  would  these  con- 
ditions exist  ? 

Miss  Byington.  I  am  not  sure  about  it,  with  the  12-hour  day. 
That  is.  Homestead,  politically,  is  pretty  corrupt.  The  men  who 
ought  to  be  interested  in  the  political  situation  are  too  busy  or  too 
tired  to  care.  Some  of  the  bad  sanitary  conditions  are  unquestionably 
due  to  total  indifference  that  I  believe  is  largely  due  to  weariness. 
Of  course  it  is  hard  to  say  that,  with  aU  the  political  coiTuption 
everywhere  else,  but  it  seems  to  me  with  a  town  the  size  of  Home- 
stead, where  relations  between  one's  living  conditions  and  one's  vote 
are  pretty  clear,  that  conditions  would  not  be  allowed  to  exist  as 
they  are  if  one  had  time  to  be  interested.  ?.r " 

The  Chaieman.  Miss  Byington,  there  is  a  roll  call,  and  we  will  have 
to  go.  I  will  ask  you,  if  you  will  do  so,  to  supplement  your  state- 
ments here  with  the  tables  which  you  have  furnished,  snowing  the 
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number  of  foreign  laborers  employed,  and  these  various  budgets  for 
the  families  that  you  have  collected,  and  any  other  data  of  that  kind. 

Miss  Btington.  Very  well. 

The  Chairman.  The  committee  will  stand  adjourned  until  to- 
morrow morning  at  10.30  o'clock. 

Thereupon,  at  12.20  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Saturday,  February  10,  1912,  at  10.30  o'clock  a.  m. 

Extracts  from  Homestead,  the  Households  op  a  Mill  Town,  by  Miss  Margaret 

F.  Btington. 

homestead  as  a  civic  unit. 

It  is  with  Homestead  borough  in  1907-8  that  this  houBehold  study  is  primarily  con- 
cerned, and  in  judging  its  public  activities  we  must  consider  the  limitations  of  borough 
resources  noted,  and  the  State  restrictions  upon  borough  authority,  coupled  with  me 
industrial  conditions,  which,  as  we  shall  see,  circumscribe  the  effective  citizenship 
of  the  mill  workers.  These  have  had  a  part  in  the  failures  in  self-|;ovemment  which 
have  characterized  this  community,  along  with  many  others  in  America .  For  while  the 
town  has  grown  steadily,  both  in  population  and  territory,  civic  interest  and  the  well- 
being  resulting  from  sound  political  organization  have  not  kept  pace  with  this  growth. 
The  school  board  and  the  board  of  health  have  the  respect  of  the  town,  and  men  of 
standing  are  willing  to  serve  on  them.  But  the  borough  legislature,  a  council  of  15 
members,  has  been  controlled  in  Homestead  by  the  type  of  small  politician  to  be  found 
in  office  wherever  wholesale  liquor  dealers  dominate  politics,  and  where  the  local 
government  is  used  merely  as  a  feeder  for  the  State  political  machine.'  Townspeople 
with  whom  I  talked  had  apparently  ceased  to  expect  intelligent  action  on  their  part. 
Serious  charges  of  dishonesty  in  awarding  bids  for  a  garbage  plant  and  of  bribery  in 
connection  with  other  matters  had  been  brought  against  members  in  1904.  'WTiile 
the  testimony  given  at  the  investigation  leaves  no  doubt  in  the  mind  of  the  reader 
that  there  had  been  crooked  dealings,  it  was  suppressed  and  led  to  no  action. 

Apart  from  these  allegations  of  dishonesty  the  council  has  acquired  a  reputation  for 
general  inefficiency.  It  has  been  slow  to  insist  on  sanitary  regulations  necessitated 
by  the  increasing  density  of  population.  The  first  forward  step  from  the  primitive 
sanitation  of  village  days  was  taken  the  year  after  the  strike,  when  the  streets  were 
paved  and  sewers  and  town  water  put  in.  A  large  percentage  of  the  houses,  especially 
the  cheaper  ones,  nevertheless,  had  neither  runnmg  water  nor  toilets  in  them  in  1907-8." 

Table  6. — Men  employed  in  the  Homestead  mill  in  March,  1907,  by  racial  groups  and 

degree  of  skill. 


Racial  group. 


Skilled. 


Slavonic 

English-speaking  Europeans 

Native  white 

Colore<^i 

Total 

Per  cent 


80 
,398 
767 

21 


1.266 
18.7 


Semi- 
skilled. 


4.59 

368 

707 

32 


1,556 
23.0 


Un- 
skilled. 


3,064 

367 

451 

68 


3,950 
58.3 


Total. 


3,603 

1,123 

1,925 

121 


6,772 


Per 
eent  un- 
skilled. 


85.0 
32.7 
23.4 
66.2 


'  John  F.  Cox,  the  Republican  "  boss"  of  the  borough,  was  in  1908  speaker  of  the  Pennsylvania  house  of 
representatives,  which  has  long  since  ceased  to  represent  the  people  of  Pennsylvania. 

« I  am  told  that  there  has  been  a  marked  increase  in  these  sanitary  iinprovements  since.  (See  Appendix 
VI,  p.  222.     Report  Homestead  Board  of  Health  for  comment  on  the  Pittsburgh  survey,  see  p.  224.) 
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Table  7. — Ninety  budget  famUies,  by  racial  and  expenditure  group. 


Racial  group. 


Under 

S12. 


$12-«14. 


$15- 
$19.99. 


$20  and 
over. 


Total. 


Slavonic 

English-speaking  Europeans 

Native  white 

Colored 

Total 


32 


29 
13 
25 
23 


One  reason  why  workinjgmen's  families  feel  so  keenly  the  need  of  insuriag  can  be 
shown  by  the  roll  of  accidents  reported  in  the  Homestead  paper  for  three  typical 
months— January,  February,  and  March,  1907.'  Fifty-two  men  were  injured  during 
that  period  in  the  Homestead  mill,  and  13  others  who  lived  in  Homestead  at  the  time 
of  the  accident  were  injured  in  mills  of  the  United  States  Steeil  Corporation  outside 
of  Homestead.  Of  this  total  of  65,  7  died.  Of  the  remaioing  58,  30,  or  a  little  over 
half,  suffered  such  injuries  as  crushed  feet,  lacerated  hands,  sprained  ankles — injuries 
for  the  most  part  that  laid  them  up  for  at  least  a  week  or  two.  But  there  were  more 
serious  accidents — 3  men  had  a  leg  or  an  arm  broken,  2  had  an  arm  amputated,  10 
were  wounded  about  the  face  and  head,  the  eyes  of  4  were  hurt,  8  received  internal 
injuries,  and  1  was  paralyzed.  The  accompanying  clippings  show  minor  injuries 
reported  in  the  Homestead  papers  for  two  weeks  when  the  plant  was  working  only 
part  time.  They  further  illustrate  how  constantly  the  men  are  confronted  with 
danger. 

Table  32. —  Two  hundred  and  thirty-nine  Slavic  families  in  21  courts,  by  number,  nation- 

"■  and  number  of  lodgers. 


Total 
fami- 
lies. 

Fami- 
lies 

having 
no 

lodgers. 

Families  having  lodgers. 

Nationality  of  lodgers. 

1  to  4 

5  to  9. 

10  to  15. 

Total. 

Slovak 

168 
10 
22 
16 
6 
4 
13 

107 
7 
11 

2" 

10 

44 
3 
4 

16 

1 

61 

Pole 

3 

"Rnnpafi>Ti  ,     ,  .        , 

6 

1 

11 

6  1           5 
2               4 

5              16 

Croatian 

6 

Lithuanian 

2 

2 
3 

Others 

1 

2 

Total 

239 

137 

62 

33 

7             102 

Even  among  the  families  that  did  not  take  lodgers,  half  averaged  over  two  persons 
to  the  room.  Of  those  who  did  take  lodgers,  all  but  15  suffered  this  same  degree 
overcrowding.  Forty-three  lived  three  to  the  room,  31  four,  7  five,  and  6  more  than 
five  to  the  room.  It  is  in  itself  a  proof  of  the  meager  standards  of  home  life  that  of 
the  102  families  who  took  lodgers,  71  lived  in  2-room  tenements,  where  obviously 
there  were  no  superfluous  rooms  to  be  rented  and  where  this  economy  involved  the 
overcrowding  of  space  already  inadequate.  Of  the  71  families  in  2-room  tenements, 
55  had  three  or  more  persons  to  the  room,  27  had  four  or  more  persons,  and  8  had  five 
or  more. 


'  In  May,  1908,  a  central  committee  was  appointed  by  the  United  States  Steel  Corporation  to  coordinate 
and  improve  the  work  of  eliminating  preventable  accidents  on  the  part  of  constituent  companies.  The 
Carnegie  Steel  Co.  had  been  one  of  the  most  active  in  this  field  in  the  year  preceding.  The  company's 
inspector  stated,  in  the  spring  of  1908,  that  in  seven  months  he  had  made  2,000  recommendations  for  increas- 
ing the  safety  of  men.  During  the  past  two  years  there  has  been  a  systematic  development  of  this  work. 
It  IS  but  fairly  begun,  however,  and  aside  from  preventable  accidents,  there  are  many  which  are  inevitable 
because  of  the  nature  of  the  work.  For  a  further  discussion  of  the  causes  and  results  of  accidents  in  the 
steel  industry,  see  Work-Accidents  and  the  Law,  by  Crystal  Eastman,  a  companion  volume  in  the  series 
of  the  Pittsburgh  survey. 

'  As  70  per  cent  of  the  famiUes  living  in  these  courts  were  Slovak,  with  the  remainder  scattered  among 
many  dirferent  Slavic  races,  it  is  perhaps  fruitless  to  attempt  any  conclusions  as  to  racial  distinctions  in 
the  matter  of  overcrowding.  But  in  the  accompanying  table  it  is  to  be  noted  that  among  the  Russians 
not  only  were  there  no  families  without  lodgers,  but  that  they  had  also  the  largest  number  of  families  with 
over  in'lodgers. 
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Table  33. — Number  of  persons  per  room  in  the  21  courts  in  families  which  tool  lodgers 
compared  mith  the  number  in  families  which  did  not  take  lodgers,  January,  1908. 


Families  having  an  average  per  room  of— 


Total  families. 

1  per- 
son. 

2  per- 
sons. 

3  per- 
sons. 

4  per- 
sons. 

5i)er- 
sons. 

More 
than  5. 

With  lodgers,  102 

6 
19 

g 

49 

43 

52 

31 
13 

7 
2 

0 
2 

Total 

25 

58 

95 

44 

9 

3 

Yet  it  is  even  more  disastrous  to  the  children  both  in  health  and  character.  In  the 
courts  studied,  out  of  102  families  who  took  lodgers,  72  had  children;  of  these,  25 
families  had  2,  10  had  3,  and  7  had  4.  There  were  138  youngsters  in  all.  A  compari- 
son of  births  and  deaths  of  children  under  2,  shown  in  the  tables  on  the  following 
page,  shows  that  among  the  Slavs  1  child  under  2  years  of  age  dies  to  every  3  children 
bom;  among  the  English-speaking  Europeans,  1  dies  to  every  7  born;  among  the 
native  whites  and  colored,  1  to  every  5.  In  the  crowded  second  ward,  taking  all 
races,  1  child  under  2  dies  to  every  3  bom — compared  with  1  to  every  4  in  the  first 
ward,  1  to  every  5  in  the  fifth,  1  to  every  8  in  the  third,  and  1  to  every  7  in  the  fourth. 

The  Slavic  lodges  are  usually  limited  to  the  members  of  one  nationality,  Slovak, 
Hungarian,  Polish,  and  in  so  far  as  they  tend  to  perpetuate  racial  and  religious  feuds, 
miss  their  opportunity  to  amalga,mate  the  immigrant  colony.  In  this  they  differ  from 
the  lodges  of  the  English-speaking  community;  these  usually  include  representa- 
tives of  all  the  English-speaking  nationalities,  and  thus  create  a  common  social  inter- 
course. They  stop  short  there,  however,  and  in  turn  fail  to  become  the  unifying 
force  which  they  might  if  they  were  to  welcome  fordgners  to  their  membership. 
The  Slavs,  it  is  true,  prefer  to  belong  to  a  lodge  in  which  they  can  speak  their  own 
language;  but  this  tendency  to  form  separate  societies  is  intensified  by  the  suspicions 
aroused  by  the  fact  that  they  have  been  victims  of  a  number  of  fraudulent  American 
organizations.  The  chief  reason,  however,  is  the  dislike  on  the  part  of  the  English- 
speaking  people  to  include  "hunkies"  in  any  organization  which  would  bring  them 
into  social  and  personal  contact.  Even  Slavs  who  have  attained  a  good  standing 
financially  have  not  been  welcomed  into  the  American  societies. 

Nor  does  the  work  of  the  mill,  the  one  common  element  in  the  life  of  the  town, 
afford  the  relationships  which  might  naturally  spring  up,  There  are  no  labor  unions 
in  Homestead  as  there  are  in  the  mines,  to  give  a  common  interest  to  Pole,  Slav,  and 
native  bom,  and  pave  the  way  to  mutual  understanding  and  citizenship.  The 
policy  of  the  mill  thus  a^ain  becomes  a  factor  in  the  life  of  the  town,  this  time  to 
accentuate  the  failure  of  its  residents  to  bridge  over  lines  of  cleavage,  and  create  a 
normal  community  life. 

The  separation  between  Slavs  and  English-speaking  people  is  evident  not  only  in 
church  and  school  and  lodge  but  also  in  politics.  Here  again,  even  when  Slavs  are 
imbued  with  our  civic  ideals,  language  stands  as  a  barrier  to  mutual  understanding. 
Ignorant  of  our  forms  of  political  machinery,  thej  can  take  a  real  part  in  the  town"s 
political  life  only  after  a  slow  process  of  education.  Few  of  the  Slavs  are  citizens. 
Only  6  per  cent  of  those  employed  in  the  mill  in  1907  had  taken  out  papers,  whereas 
63.6  per  cent  of  the  other  Europeans  were  naturalized.  Many  Slavs,  or  course,  are 
ineligible  because  of  their  short  residence  and  others  because  of  their  inability  to  read 
and  write  English. 

Those  who  become  citizens  find  it  difiicult  to  comprehend  our  complicated  political 
system  or  to  follow  newspaper  discussions  of  party  platforms  or  of  aspirants  for  local 
offices.  As  a  result,  through  the  simple  device  of  an  organization  manipulated  by  the 
older  residents,  they  fall  mto  line  and  are  instructed  which  way  to  vote.  Rumors 
of  fraudulent  registration  and  voting  are  more  or  less  current.  Both  the  Slavic  leaders 
and  other  local  politicians  agree  that  a  deal  is  usually  made  in  Homestead  and  the 
Slavic  vote  goes  to  the  party  which  promises  a  place  on  the  police  or  some  other  minor 
office  to  a  Slav.     Direct  bribery  is  apparently  rare. 

These  long  hours  restrict  the  development  of  the  individual.  They  give  the  men 
in  the  two  shifts  little  time  for  outside  interests.  The  week  that  a  man  works  on  the 
night  turn,  from  5.30  p.  m.  to  7.30  a.  m.,  he  has  plainly  small  time  to  do  anything  but 
eat  and  get  such  sleep  as  he  can.  The  other  week  he  has,  of  course,  such  leisure  as 
falls  to  any  10-hour  worker.  This  alternation  of  shifts  lets  the  men  out  of  consecutive 
night  work,  but  it  interferes  with  that  regularity  of  meals  and  of  sleep  which  phyai- 
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cians  tell  us  is  essential  to  health.  When  a  man  sleeps  in  the  daytime  alternate  weeks, 
it  means  continual  change  and  adjustment.  One  week  he  has  supper  at  4.30  p.  m., 
works  all  night,  has  breakfast  at  8  a.  m.,  and  has  a  more  or  less  isroken  sleep  during  the 
day.  The  alternate  week  he  has  supper  at  6  p.m.,  breakfast  at  6.30,  and  a  good  night's 
sleep  between.  Sometimes  when  sons  who  are  in  the  mill  are  on  the  opposite  shift 
from  the  father,  the  family  can  not  even  meet  for  meals.  The  irregularity  in  hours 
not  only  adds  in  the  long  run  to  the  fatigue  of  the  work  and  breaks  into  the  family  lite, 
but  also  makes  weekly  engagements,  such  as  lodge  meetings,  impossible,  and  prevents 
the  men  from  taking  much  part  in  other  activities. 

On  the  other  hand,  as  was  pointed  out  in  Chapter  II,  a  heavy  burden  is  imposed 
upon  Homestead  through  the  fact  that  most  of  the  mill  property  is  set  off  in  a  sepa- 
rate borough.  Munhall,  where  most  of  the  Carnegie  Co.'s  holdings  are  located,  is 
more  attractive,  haa  better  water  and  sewerage,  and  has  no  overcrowded  section.  It 
is  the  residence  place  of  the  miU  officials  and  has  the  income  from  the  taxation  of  the 
null  property.  The  borough  paay  almost  be  said  to  be  part  of  the  plant.  Here  the 
wealth  and  influence  of  the  industry  make  themselves  felt  in  those  external  con- 
ditions which  react  on  the  whole  lite  of  the  residents. 

In  Munhall  the  tax  rate  in  1907  was  only  8J  mills,  which,  nevertheless,  brought 
$40,000  a  year  into  the  town's  treasury  from  the  Carnegie  Steel  Co.  In  Homestead, 
across  the  imaginary  borough  lines  where  the  greater  part  of  the  workers  live,  the 
mill  owns  little  property  subject  to  taxation;  here  the  tax  rate  was  15  mills  and  the 
company  paid  a  tax  $7,000  only.  Through  these  borough  divisions  the  corporation 
has  thus  been  largely  relieved  of  contributing  to  the  maintenance  of  the  community 
which  is  necessary  to  its  operation.  That  burden  is  borne  by  the  homes  of  the  wage 
earners  gathered  to  do  its  work. 

The  analysis  of  expenditures  indicates  that  the  man  who  earns  $9.90  a  week,  as  d© 
a  majority  of  such  laborers,  and  who  has  a  family  of  normal  size  to  support,  can  provide 
for  them  only  a  two-room  tenement  in  a  crowded  court,  with  no  sanitary  conveniences; 
a  supply  of  food  below  the  minimum  sufficient  for  mere  physical  well-being;  insurance 
that  makes  provision  which  is  utterly  inadequate  for  the  family  left  without  a  bread- 
winner; a  meager  expenditure  for  clothes  and  furniture,  and  an  almost  negligible  mar- 
gin for  recreation,  education,  and  savings.  Many  can,  to  be  sure,  add  to  their  earnings 
by  working  7  days  a  week  instead  of  6;  by  working  12  hours  a  day  instead  of  10;  but, 
after  all,  we  are  talking  of  standards  of  life  and  labor  for  an  American  industry,  and 
common  sense  will  scarcely  sanction  such  a  week  of  work.  Many,  too,  as  we  have 
seen,  take  in  lodgers,  but  do  it  at  the  cost  of  decency  and  health. 

It  may  be  claimed  that  the  Slavs  are  single  men  and  get  ahead  quickly.  But  two- 
thirds  of  the  immigrant  Slavs  in  the  Homestead  mills  are  married  men.  And  the 
exceptional  one  who  gets  ahead  in  the  mill  only  serves  to  set-off  the  fact  that  the  main 
body  of  the  employees  are  unskilled  workers  and  will  continue  such  so  long  as  steel 
processes  remain  as  they  are. 
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Committee  on  Investigation  or  the 

United  States  Steel  Corporation, 

House  of  Representatives, 
Saturday,  February  10,  1912. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley   (chair- 
man) presiding. 
The  Chairman.  Mr.  E«ed,  v^e  vi^ould  like  to  call  Mr.  Irvin. 
Mr.  Eeed.  Before  the  witness  is  svrorn  I  would  like  to  ask  whether 
a  time  has  been  fixed  by  the  committee  for  the  appearance  of  Mr. 
Eoberts  ? 

The  Chairman.  I  think  Mr.  Hill  will  be  before  the  committee  on 
Monday,  and  I  presume  he  will  be  here  Tuesday.    If  it  suits  the  con- 
venience of  the  committee,  it  will  suit  the  convenience  of  the  chair- 
man to  hear  Mr.  Roberts  on  Wednesday. 
Mr.  Reed.  Very  well ;  I  will  ask  him  to  come  on  Wednesday. 

STATEMENT  OF  W.  A.  IRVIN. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  What  is  your  position  with  the  American  Sheet 
&  Tin  Plate  Co.  ? 

Mr.  Irvin.  Assistant  to  the  vice  president. 

The  Chairman.  Do  you  know  whether  or  not  the  American  Sheet 
&  Tin  Plate  Co.,  about  July  15,  1909,  engaged  the  services  of  the 
Central  Employment  Bureau,  at  628  Penn  Avenue,  Pittsbargh,  Pa., 
for  the  purpose  of  obtaining  laborers  in  its  mills  ? 

Mr.  Irvin.  Yes,  sir ;  about  July,  1909. 

The  Chairman.  Do  you  know  how  many  persons  you  secured 
through  this  employment  bureau  at  that  time  ? 

Mr.  Irvin.  Our  records  show  720  men  secured. 

The  Chairman.  Have  you  that  record  ? 

Mr.  Irvin.  Yes,  sir.  [Producing  same  and  handing  it  to  the 
chairman.] 

The  Chairman.  These  are  copies  of  the  statements? 

Mr.  Irvin.  Those  are  the  originals. 

The  Chairman.  On  September  2,  1909,  I  see,  "  Cash  paid  for  ad- 
vertisements during  the  months  of  July  and  August,  $299."  AVhat 
were  those  advertisements? 

Mr.  Irvin.  Advertisements  by  the  Central  Employment  Bureau 
for  men  to  work  in  our  plants. 

The  Chairman.  In  what  papers  were  those  advertisements  made? 

Mr.  Irvin.  From  a  list  of  their  receipts,  attached  to  their  bills,  it 
shows  the  Gazette-Times,  the  Post  Publishing  Co. 
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Mr.  Reed.  I  think  the  chairman  simply  means  the  papers  in  what 
cities.  .   . 

The  Chairman.  Go  ahead  with  the  names  you  are  giving. 

Mr.  Ievin.  The  Post  and  Sun.     Here  is  a  German  paper. 

The  Chaieman.  Those  are  all  papers  published  in  Pittsburgh? 

Mr.  Irvin.  Yes,  sir.  In  addition  to  that,  I  think  there  was  an 
advertisement  in  a  Chicago  paper  and,  perhaps,  in  a  Philadelphia 
paper. 

The  Chairman.  Again,  in  a  statement  dated  November  20,  1909, 1 
see,  "  Cash  paid  for  advertisements  during  the  months  of  September, 
October,  and  November,  $242.87."  Was  that  for  advertisements  for 
the  same  purpose  ? 

Mr.  Irvin.  Yes,  sir ;  the  same  purpose. 

The  Chairman.  I  believe  you  have  named  the  Pittsburgh  Ga- 
zette-Times among  those  papers? 

Mr.  Irvin.  Yes,  sir. 

The  Chairman.  Do  you  know  how  much  was  paid  to  the  Pitts- 
burgh Gazette-Times? 

Mr.  Irvin.  No;  I  do  not.  We  could  perhaps  get  that  by  going 
over  the  slips- 

The  Chairman.  That  is  Mr.  Oliver's  paper? 

Mr.  Irvin.  Yes,  sir;  I  suppose  so.    I  don't  know. 

The  Chairman.  I  believe  you  received  at  various  times  the  re- 
ceipts from  these  papers? 

Mr.  Irvin.  We  received  the  receipts  through  the  Central  Employ- 
ment Bureau,  attached  to  their  bills  when  rendered. 

The  Chairman.  They  sent  you  receipts  from  these  papers? 

Mr.  Irvin.  Yes,  sir. 

The  Chairman.  Did  you  see  the  advertisements  appearing  in  those 
papers  at  the  time? 

Mr.  Irvin.  We  did,  currently.  They  attached  no  copy  of  the 
advertisement,  however,  to  the  bills. 

The  Chairman.  What  was  the  total  length  of  time  between  the 
first  of  these  720  men  and  the  last  one?  How  long  were  you  in 
getting  this  number  of  men? 

Mr.  Irvin.  I  should  say  approximately  five  months. 

The  Chairman.  What  was  the  occasion  for  this  extensive  adver- 
tisement for  these  men? 

Mr.  Ihvin.  We  needed  men  to  fill  posi^tions  vacated  by  others  in 
our  mills  in  various  cities  and  towns  in  which  we  have  factories. 

The  Chairman.  I  will  ask  you  to  examine  this  issue  of  the  Pitts- 
burgh Gazette-Times  and  tell  me  if  that  is  one  of  the  advertisements 
entered. 

Mr.  Irvin  (examining  same).  I  can  not  say  that  it  is  actually  an 
ad  we  had  them  insert.  We  simply  gave  them  verbal  instructions 
to  procure  us  men  for  our  hot  mills  for  various  positions,  and  they 
framed  the  advertisement. 

The  Chairman.  You  paid  for  them? 

Mr.  Irvin.  We  paid  for  them. 

Mr.  Bartlett.  Have  you  seen  this  advertisement  in  Mr.  Fitch's 
book  ?  Have  you  read  Mr.  Fitch's  book  and  seen  the  sample  of  ad- 
vertisements he  published  at  that  time? 

Mr.  Irvin.  No  ;  I  have  not  seen  the  advertisements  in  Mr.  Fitch's 
book. 
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Mr.  Bartlett.  If  you  have  not  seen  it,  I  will  not  ask  you  anything 
about  it. 

Mr.  Reed.  I  think  he  knows  all  about  the  advertisement. 

Mr.  Bartlett.  I  asked  him  if  he  had  seen  Mr.  Fitch's  book,  and  he 
said  he  had  not. 

Mr.  Irvin.  I  have  not  seen  Mr.  Fitch's  book. 

Mr.  Eeed.  I  think  he  has  seen  the  same  advertisement  in  the 
newspapers. 

Mr.  Bartlett.  I  examined  Mr.  Fitch  about  the  one  in  his  book. 
I  have  never  seen  any  other. 

Mr.  Reed.  Mr.  Fitch  in  his  book  reproduces  an  advertisement  he 
saw  in  the  newspapers.  While  this  witness  has  not  seen  the  book 
and  the  reproduction  of  the  advertisement,  he  saw  the  original 
advertisement  in  the  paper. 

The  Chairman.  That  is  what  I  was  asking  him  about,  and  he 
said  he  had  not. 

Mr.  Bartlett.  Have  you  seen  that  one  that  Mr.  Fitch  purported 
to  copy? 

Mr.  Ievin.  If  you  will  permit  me  to  see  the  advertisement  in  Mr. 
Fitch's  book,  I  will  probably  recall  it. 

Mr.  Reed.  That  is  the  advertisement,  Mr.  Irvin,  in  which  it  is 
stated  that  certain  foreign  nationalities  are  preferred.  Do  you 
remember  seeing  such  an  advertisement? 

Mr.  Irvin.  Yes;  I  remember  seeing  such  an  advertisement. 

Mr.  Bartlett.  Do  you  remember  seeing  it,  in  which  it  spoke  of 
the  character  of  people  that  were  preferred?  Do  you  remember 
that  part  of  it? 

Mr.  Irvin.  Yes. 

Mr.  Bartlett.  Do  you  recall  what  it  was  ? 

Mr.  Ievin.  I  do  not  recall  exactly  what  it  was,  but  I  recall  the  cir- 
cumstance very  well. 

Mr.  BABTI.ETT.  Will  you  state  why  they  stated  that  certain  nation- 
alities were  preferred? 

Mr.  Ievin.  I  think  I  can. 

Mr.  Bartlett.  I  would  like  to  know. 

Mr.  Irvin.  We  had  been  advertising  for  hot-mill  men;  that  is,  we 
had  given  the  Central  Employment  Bureau  an  order  to  procure  as 
many  hot-mill  men  as  they  could.  After  they  had  been  going  on  for 
some  time  and  we  employed  all  of  the  men  who  were  capable  in  our 
judgment  of  filling  positions  in  the  hot  mills,  the  supply  of  labor 
soon  became  exhausted.  When  we  went  to  start,  at  the  beginning  of 
operations  in  the  tin-house  department,  it  was  necessary  to  procure 
additional  labor.  On  account  of  all  the  available  Americans  hav- 
ing been  employed  to  fill  the  positions  in  the  hot  mills,  it  was  neces- 
sary then  to  employ  foreigners  for  the  tin  houses. 

Mr.  Gibson,  the  manager  of  the  employment  bureau  at  that  time, 
when  I  requested  him  to  get  men  for  the  tin  house,  said:  "Well, 
it  is  not  possible  to  get  Americans  for  this  position,  because  we  haVe 
gotten  all  the  Americans  that  are  available  for  the  hot  mills."  _  I 
said:  "What  kind  of  foreign  help  can  you  get  for  us?  "  He  said: 
"  I  can  get,  perhaps,  a  number  of  different  nationalities."  He  said : 
"  What  Kind  do  you  prefer  ?  " 
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Based  upon  our  experience  in  employing  foreign  labor  for  the 
tin  houses,  I  gave  him  a  list  of  those  we  preferred,  providing  he  could 
get  them,  in  the  order  of  preference. 

Mr.  Baetlett.  This  628  Penn  Avenue  oifice  is  the  same  employ- 
ment bureau  you  spoke  of? 

Mr.  Ievin.  Yes,  sir.  Our  experience  was  t.hat  Syrians,  Poles,  and 
Eoumanians  were  inclined  to  stay  in  a  position  when  they  once  got 
it,  perhaps  better  than  Italians  and  some  other  foreigners.  We  at 
all  times  prefer  American  labor  when  we  can  get  it  and  when  it  is 
available. 

Mr.  Baetlett.  Is  foreign  labor  not  cheaper? 

Mr.  Ievin.  We  pay  the  same  price.  We  pay  a  rate  per  box  in  the 
tin  houses.     There  is  no  difference  in  the  wages  paid. 

Mr.  Beall.  Was  there  a  strike  on  at  the  time  these  advertisements 
were  inserted? 

Mr.  Ievin.  Yes,  sir. 

Mr.  Beall.  How  long  had  it  been  in  progress  ? 

Mr.  Ievin.  I  should  say  from  the  time  the  first  advertisement  was 
put  in  the  strike  had  been  in  progress  perhaps  a  week. 

Mr.  Beall.  How  many  men  had  gone  out,  about? 

Mr.  Ievin.  Up  to  the  time  the  advertisements  were  first  inserted? 

Mr.  Beall.  Yes. 

Mr.  Ievin.  I  do  not  know  if  any  had  been  sent  out  to  the  mills  at 
that  time. 

Mr.  Beall.  I  mean  how  many  men  had  gone  out  on  the  strike.  I 
understood  you  to  say  there  was  a  strike  on  at  that  time. 

Mr.  Ievin.  I  misunderstood  your  question.  I  do  not  recall  just 
exactly  the  number. 

Mr.  Beall.  Approximately — up  in  the  hundreds,  up  in  the  thou- 
sands, a  dozen,  or  how  many? 

Mr.  Ievin.  Perhaps  6,000. 

Mr.  Beall.  About  6,000  men  had  gone  out? 

Mr.  Irvin.  I  say  that  offhand;  I  can  not  give  you  the  exact 
figures. 

Mr.  Beall.  I  understand.  Do  you  know  anything  about  the  na- 
tionality of  the  men,  about  what  proportion  were  Americans? 

Mr.  Ievin.  I  have  no  information  on  that  subject. 

Mr.  Beall.  Was  there  a  considerable  number  of  Americans  that 
had  gone  out? 

Mr.  Irvin.  I  should  say  there  was  a  considerable  number  of 
Americans. 

Mr.  Beall.  Could  you  approximate  the  percentage  of  them  ? 

Mr.  Ievin.  I  could  not. 

Mr.  Beall.  That  is,  give  us  an  idea  of  whether  there  were  a  thou- 
sand, or  fifteen  hundred,  or  as  many  as  twenty -five  hundred? 

Mr.  Ievin.  I  could  not  say  with  any  degree  of  accuracy. 

Mr.  Beall.  In  a  general  way,  was  that  strike  over  a  controversy 
of  wages  ? 

Mr.  Irvin.  I  can  not  say  exactly  how  the  strike  was  brought  about, 
with  reference  to  the  strikers. 

Mr.  Beall.  You  spoke  about  the  difficulty  of  getting  American 
labor.  Was  that  difficulty  brought  about  because  of  the  sympathy 
of  American  labor  for  the  strikers,  their  refusal  to  take  their  places, 
or  any  such  cause  as  that  ? 
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Mr.  Ievin.  Not  with  respect  to  this  advertisement.  The  numb^ 
of  foreigners  is  very  largely  in  the  majority  in  the  tin-house  occtt- 
pations. 

Mr.  Beall.  I  understood  you  to  say  that  a  good  many  Americans 
had  gone  out. 

Mr.  Ievin.  Yes. 

Mr.  Beall.  They  were  unemployed  at  that  time  ? 

Mr.  Ievin.  Yes.    That  was  for  the  hot-mill  positions. 

Mr.  Beall.  Your  experience  demonstrated  that  these  Syrians  and 
these  people  named  in  these  advertisements,  as  preferred,  were  less 
likely  to  go  out  on  strike  than  people  of  other  nationalities  ? 

Mr.  Irvin.  No. 

Mr.  Beall.  What  did  you  mean  a  moment  ago  by  saying  that  the» 
people  were  more  inclined  to  remain  in  an  employment  that  th^ 
once  got,  than  people  of  other  nationalities? 

Mr.  Ievin.  I  mean  their  habits  were  more  steady.  There  is  s. 
disposition  on  the  part  of  many  foreigners  to  work  for  a  few  months 
and  then  give  up  their  positions  and  go  to  the  old  country. 

Mr.  Beall.  In  this  advertisement  you  say  that  Syrians,  Poles,  and 
Eoumanians  are  preferred.  I  understand  that  there  has  been  notk- 
ing  in  your  experience  to  demonstrate  that  these  particular  nation- 
alities were  less  likely  to  engage  in  a  strike  than  were  other  nation- 
alities. 

Mr.  Ievin.  I  should  say  not. 

Mr.  Beall.  Did  as  large  a  proportion  of  these  nationalities  go  oift 
on  this  strike,  about  which  you  have  spoken,  as  the  other  national- 
ities? 

Mr.  Ievin.  I  should  say  we  did  not  compile  any  data  as  to  the 
number  of  each  nationality  that  went  on  strike  at  the  time. 

Mr.  Beall.  But,  in  a  general  way,  do  you  know  ? 

Mr.  Ievin.  We  did  not  have  in  mind  the  fact  that  these  national- 
ities were  more  inclined  to  stay  in  on  account  of  probable  labor 
disputes.  At  the  time  it  was  simply  a  question  of  expediency  of 
getting  a  class  of  men  in  who  were  more  adapted  for  the  character  of 
work  we  re(Juired. 

Mr.  Beall.  For  this  particular  character  of  work  did  your  com- 
pany ever  employ  Germans,  Irishmen,  Swedes,  Norwegians,  or 
Finns,  or  people  of  those  nationalities? 

Mr.  Ievin.  I  should  say  that  we  always  gave  nationalities'  of  that 
kind  preference,  if  they  applied  for  work. 

Mr.  Beall.  Then  people  of  those  nationalities  have  been  employed 
in  these  mills  ? 

Mr.  Ievin.  I  presume  so. 

Mr.  Beall.  Is  it  not  a  fact  that  people  of  those  particular  natioit- 
alities  are  much  more  likely  to  remain  in  this  country  permanently, 
to  become  American  citizens,  than  are  the  people  of  the  nationalities 
you  say  here  are  preferred  ? 

Mr.  Ievin.  I  can  not  answer  that  question. 

Mr.  Beall.  Don't  you  know  from  common  observation  and  expe- 
rience that  the  German  comes  here  to  remain,  generally;  that  the 
Irishman,  when  he  comes  here  from  the  Emerald  Isle,  comes  here 
to  make  an  American  citizen  of  himself;  that  the  Norwegians  and 
people  of  that  class  come  here  and  become  Americanized  much  more 
largely  so  than  the  Syrians,  Poles,  and  Eoumanians?     Is  not  that 
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a  fact?  Has  not  that  been  the  result  of  your  experience  and  obser- 
va(tion  ? 

Mr.  Irvin.  I  think  that  is  correct. 

Mr.  Beall.  So  it  could  not  have  been  because  the  Syrians,  the 
Poles,  and  the  Roumanians  were  more  likely  to  stay  in  this  country 
that  they  were  preferred  to  the  Irish,  the  Germans,  and  Swedes? 

Mr.  Ikvin.  We  did  not  discriminate  against  the  Irish,  Germans, 
and  Swedes. 

Mr.  Beall.  Well,  had  many  of  them  gone  out  on  this  strike?  Had 
they  been  employed  in  the  mills  prior  to  this  strike,  and  had  they 
gone  out — any  men  of  those  nationalities? 

Mr.  Ievin.  I  can  not  say  as  to  that.  But  there  are  not  many 
Swedes  or  Germans  or  Irish  who  make  applications  for  positions 
in  the  tin  houses.  We  had  already  taken  every  able-bodied  man, 
regardless  of  his  nationality.  Of  course,  we  preferred  Americans, 
to  whom  we  could  talk  intelligently. 

Mr.  Beall.  Did  you  advertise  for  Americans  in  any  other  city, 
in  any  other  part  of  the  country  ? 

Mr.  Irvin.  We  did  not  state  specifically  Americans.  When  we 
printed  our  advertisement  in  the  English  language,  we  expected 
anyone  who  was  out  of  work  would  make  application. 

Mr.  Beall.  In  these  advertisements  that  you  say  you  printed  in 
the  English  language,  did  you  state,  in  this  advertisement,  as  was 
stated  here — this  is  in  the  English  language — that  Syrians  and 
Poles 

Mr.  Irvin  (interposing).  Understand,  that  is  not  our  advertise- 
ment. 

Mr.  Beall.  It  was  inserted,  however,  through  the  agency  of  those 
who  represented  you.  You  knew  the  kind  of  advertisement  they 
were  inserting,  did  you  not  ? 

Mr.  Irvin.  We  did  not  know  the  kind  of  advertisement  this  Cen- 
tral Employment  Bureau  would  insert  in  the  paper. 

Mr.  Beall.  Pretty  soon  after  you  made  your  contract  with  them, 
you  knew,  did  you  not,  because  you  saw  the  advertisement  ? 

Mr.  Irvin.  We  saw  the  advertisement  after  it  was  printed. 

Mr.  Beall.  Did  you  suggest  any  change? 

Mr.  Irvin.  No;  I  think  not. 

Mr.  Beall.  Did  you  approve  of  it? 

Mr.  Irvin.  We  put  the  question  up  to  the  labor  bureau  to  furnish 
us  with  a  certain  number  of  men  if  they  could  get  them. 

Mr.  Beall.  And  you  indicated  to  them  that  these  three  particular 
nationalities  would  be  preferred,  of  all  the  foreigners? 

Mr.  Irvin.  Preferred  to  other  foreigners  who  applied  for  mill 
work  and  common  labor  work. 

Mr.  Beall.  You  say  you  advertised  elsewhere  in  English.  Do 
you  know  whether  the  advertisement  was  about  the  form  of  this 
advertisement  ? 

Mr.  Irvin.  I  believe  you  have  another  paper  there  showing  the 
form  of  the  advertisement  that  was  employed. 

Mr.  Beall.  You  are  referring  to  this  [indicating]  ? 

Mr.  Irvin.  Yes. 

Mr.  Beall.  "Hot-mill  men  for  tin  mills."  Was  this  advertise- 
ment inserted  in  the  papers  away  from  Pittsburgh  also  ? 

Mr.  Irvin.  I  can  not  say. 
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Mr.  Beall.  Had  it  been  the  habit  of  your  company,  when  there 
■was  a  scarcity  of  men,  to  put  these  advertisements  in  different  papers 
throughout  that  section  of  the  country,  or  were  you  limited  to  Pitts- 
burgh? 

Mr.  Ihvin.  Throughout  the  Pittsburgh  district  ? 

Mr.  Beall.  Throughout  the  Pittsburgh  district. 

Mr.  Ievin.  Yes,  sir. 

Mr.  Beall._  Were  there  any  advertisements,  to  your  knowledge, 
ever  inserted  in  papers  in  a  foreign  country,  of  any  kind,  indicating 
that  under  any  conditions  employment  might  be  obtained  in  this 
country  for  particular  classes  of  people  ? 

Mr.  Irvin.  I  do  not  think  there  ever  has  been  such  an  advertise- 
ment ;  at  any  rate,  not  to  my  knowledge. 

Mr.  Beall.  How  many  of  those  men — of  the  6,000  you  said  went 
out  on  strike — were  finalljr  given  employment?  Could  you  suggest 
approximately  the  proportion  of  them? 

Mr.  Ievin.  No;  I  could  not. 

Mr.  Beall.  Was  any  considerable  number  of  them  ever  employed  ? 

Mr.  Ievin.  Oh,  yes;  a  considerable  number.  I  should  think  most 
of  them. 

Mr.  Beall.  Did  the  Americans  who  went  out  on  that  strike  ever 
receive  free  employment? 

Mr.  Ievin.  Oh,  yes. 

Mr.  Beall.  How  long  did  the  strike  continue? 

Mr.  Ievin.  About  15  months. 

Mr.  Beall.  How  was  it  finally  adjusted?  Was  it  on  a  compromise 
basis  ?    Did  the  company  win  or  did  the  strikers  win  ? 

Mr.  Ievin.  It  is  my  recollection  that  the  labor  organizations  who 
declared  the  strike  called  it  off  after  the  expiration  of  about  15 
months. 

Mr.  Beall.  They  had  union  labor  in  the  tin-plate  mills  at  that 
time — at  the  time  the  strike  was  ordered  ? 

Mr.  Ievin.  At  the  time  the  strike  was  called  off? 

Mr.  Beall.  Yes. 

Mr.  Ievin.  No.  All  of  our  mills  were  then  running  on  an  open- 
shop  basis. 

Mr.  Beall.  Were  they  running  in  that  way  when  the  strike  was 
ordered  ? 

Mr.  Ievin.  No. 

Mr.  Gaednee.  They  were  not  running  on  an  open-shop  basis  when 
the  strike  was  ordered? 

Mr.  Ievin.  The  mills,  at  the  time  the  strike  was  declared,  were  not 
running  open  shop. 
Mr.  Beall.  They  were  union  mills? 
Mr.  Ievin.  Yes.  . 

_Mr.  Beall.  A  strike  was  ordered,  which  lasted  about  15  months. 
Finally  the  strike  was  ended.    At  the  time  the  strike  began  they  were 
union  mills;  when  the  strike  ended  they  were  open-shop  mills.    Is 
that  right? 
Mr.  Ievin.  That  is  right. 

Mr.   Beall.  The  unions  were  destroyed?     The  unions  were  no 
longer  recognized? 
Mr.  Ievin.  They  were  no  longer  recognized  in  those  mills. 
Mr.  Beall.  Since  that  time  have  they  been  recognized? 
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Mr.  Irvin.  Ko,  sir.  . 

Mr.  Beall.  They  have  been  runing  as  nonunion  mills  since « 

Mr.  Ievin.  Not  as  nonunion  mills  but  as  open-shop  mills. 

Mr.  Beall.  Has  any  discrimination  been  practiced  against  any  man 
because  he  belonged  to  the  union? 

Mr.  Irvin.  Not  to  my  knowledge. 

^Mr.  Beall.  Have  you  heard  anything  in  your  capacity  as  an  officer 
of  the  corporation  indicating  there  was  any  sort  of  discrimination 
against  a  man  because  he  was  a  union  man  ? 

Mr.  Irvin.  That  depends  on  what  may  be  considered  discrimi- 
nation. 

Mr.  Beall.  Well,  what  you  consider  discrimination. 

Mr.  Irvin.  I  say  no. 

Mr.  Beall.  What  was  it  you  heard  that,  in  your  judgment,  would 
make  it  dependent  upon  what  a  man  considered  discrimination,  as 
to  whether  or  not  it  was  discrimination? 

Mr.  Irvin.  I  have  no  knowledge  of  hearing  anything  that  would 
be  so  construed. 

Mr.  Gardner.  What  did  you  hear  that  somebody  else  might  have 
considered  as  being  discrimination? 

]\Ir.  Irvin.  I  do  not  recall  anything  specifically  at  this  time. 

Mr.  Beall.  It  must  have  been  a  matter  up  for  discussion  among 
the  officials  of  the  mills  about  the  time  that  the  strike  was  settled, 
before  and  after  that  time,  as  to  what  the  general  attitude  would  be 
tov^':^•d  men  belonging  to  the  unions — to  organized  labor.  You  had 
some  kind  of  policj^    What  was  it? 

Mr.  Irvin.  Of  course  we  were  naturally  reluctant  to  give  employ- 
ment to  persons  that  had  displayed  a  vicious  character  during  the 
trouble. 

Mr.  Beall.  Displayed  what? 

]\.fr.  Irvin.  A  vicious  disposition  toward  the  men  who  entered  the 
employ  of  our  mills  on  an  open-shop  basis. 

Mr.  Beall.  What  does  that  mean?  I>oes  it  mean  that  if  you 
wanted  a  man  to  work  in  the  mills,  and  you  had  a  union  man  apply- 
ing on  one  hand  and  a  nonunion  man  appl3nng  on  the  other,  that  j'ou 
would  give  the  preference  to  the  nonunion  man  ? 

Mr.  Irvin.  We  did  not  ask  a  man  whether  he  was  a  union  man  or 
a  nonunion  man,  to  the  best  of  my  knowledge,  Avhen  he  applied  for 
work. 

Mr.  Beall.  Did  you  resort  to  any  other  means  of  ascertaining 
M  hether  or  not  a  man  was  a  union  or  nonunion  man,  whether  or  not 
he  had  been  active  or  inactive  with  respect  to  labor  organization? 

Mr.  Irvin.  Yes. 

Mr.  Beall.  In  that  section? 

Mr.  Irvin.  "We  naturally  knew  the  ones  who  were  taking  an  active 
part. 

Mr.  Beall.  You  did  not  have  to  ask  them? 

Mr.  Irvin.  In  the  strike  at  all  of  the  plants 

Mr.  Gardner  (interposing).  Did  you  give  a  different  treatment 
to  the  officials  and  the  pickets  of  the  union  to  what  you  did  to  the 
rank  and  file  of  the  union  ? 

Mr.  Irvin.  We  naturally  took  back,  as  we  needed  the  men  to  fill  up 
the  ranks,  from  the  strikers'  organizations,  the  ones  who  were  least 
active  during  the  trouble. 
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Mr.  Eeed.  There  was  a  great  deal  of  violence  during  that  strike. 

Mr.  Gakdner.  I  am  not  implying  it  is  not  a  natural  thing  to  do. 
I  just  wanted  the  facts;  that  is  all. 

Mr.  Eeed.  I  was  just  adding  another  fact. 

Mr.  Beall.  Do  you  know  what  proportion  of  the  men  working  at 
this  time  are  men  belonging  to  the  union,  to  any  kind  of  a  labor 
union  ? 

Mr.  Irvin.  I  do  not  know. 

Mr.  Beall.  Can  not  you  form  any  estimate  ? 

Mr.  Irvin.  I  have  no  means  of  knowing. 

Mr.  Beall.  Does  your  information  go  to  the  extent  that  you  could 
state  whether  it  was  a  large  or  small  proportion  ? 

Mr.  Irvin.  I  could  not  answer  that  question. 

Mr.  Beall.  You  are  not  sure? 

Mr.  Irvin.  No,  sir. 

Mr.  Beall.  Are  you  sure  there  are  any  men  now  at  work  belo"nging- 
to  the  union? 

Mr.  Irvin.  I  am  not  sure. 

Mr.  Beall.  You  are  not  sure  about  that? 

Mr.  Irvin.  No,  sir. 

Mr.  Beall.  In  your  experience  in  these  mills  have  you  ever  ob- 
served any  difference  among  different  nationalities  in  their  attitude 
toward  labor  unions,  that  is,  whether  the  Poles,  the  Syrians,  or  the 
Eoumanians  are  less  likely  than  people  of  other  nationalities  to  ally 
themselves  with  labor  organizations? 

Mr.  Irvin.  I  do  not  believe  that  I  have. 

Mr.  Beall.  You  do  not  know  now  that  you  are  in  a  position  to  say 
that  these  particular  nationalities  are  more  likely  or  less  likely  than 
the  people  of  other  nationalities  to  associate  themselves  in  these  labor 
organizations  ? 

Mr.  Irvin.  It  seems  to  me  that  the  employees  of  all  the  mills,  wh& 
were  affiliated  with  labor  organizations  at  that  time,  came  out  re- 
gardless of  whether  they  were  of  one  nationality  or  another. 

Mr.  Beall.  Do  you  know  whether  at  the  time  these  men  walked  out 
there  were  among  them  a  considerable  number  of  Syrians,  Eouman- 
ians, and  Poles  ?  Do  you  remember  whether  or  not  any  considerable 
number  of  people  of  these  particular  nationalities  went  out  on  that' 
strike  ? 

Mr.  Irvin.  No;  I  have  no  means  of  knowing  just  the  percentage- 
of  the  various  nationalities  that  were  employed. 

Mr.  Beall.  You  do  not  know  anything  about  the  disposition  or 
indisposition  of  these  people  to  connect  themselves  with  labor  organi- 
zations ? 

Mr.  Irvin.  No. 

Mr.  Beall.  How  many  men  did  you  have  in  your  mills  at  the  time 
of  this  strike? 

Mr.  Eeed.  You  mean  in  all  mills  ? 

Mr.  Beall.  In  the  miUs  about  which  he  is  speaking;  I  don't  know 
how  extensive  they  are. 

Mr.  Gardner.  The  mills  affected  by  the  strike. 

Mr.  Beall.  Out  of  which  the  6,000  men  went.  What  was  the  total 
number  of  men  employed  before  the  strike  began? 
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Mr.  Ievin.  I  presume  in  that  relation  it  would  be  about  10,000  men. 

Mr.  Beall.  There  came  a  strike,  and  6,000  of  them  walked  out; 
that  left  4,000. 

Mr.  Ikvin.  Those  are  just  approximate  figures. 

Mr.  Beall.  I  understand.  Now,  among  those  remaining,  do  you 
know  what  particular  nationality  predominated? 

Mr.  Irvin.  No,  sir. 

Mr.  Beall.  Were  they  Americans,  any  considerable  number  of 
them? 

Mr.  Irvin.  No  ;  I  have  no  means  of  knowing  that. 

Mr.  Beall.  You  have  no  knowledge  on  that  subject? 

Mr.  Irvin.  No,  sir. 

Mr.  Gardner.  Is  it  not  a  fact  that  whether  or  not  a  particular 
nationality  shows  a  disposition  to  join  a  union,  depends  a  good  deal 
on  the.  nationality  of  the  officers  of  the  union  ? 

Mr.  Irvtn.  That  may  perhaps  be  so. 

Mr.  Gardner.  That  has  been  my  own  observation  in  my  neigh- 
borhood. 

Mr.  Irvin.  I  think  very  much  depends  upon  the  activity  of  the 
officers. 

Mr.  Gardner.  Yes.  But,  other  things  being  equal,  activity  and 
honesty  and  the  reliability  of  the  officers,  nationality  makes  a  good  deal 
of  difference  in  the  question  as  to  whether  persons  of  the  same  race 
or  a  different  race  show  a  tendency  to  join — ^possibly  on  account  of 
the  language  being  different,  and  possibly  on  account  of  some  race 
prejudice? 

Mr.  Irvin.  Yes. 

STATEMENT  OF  WILLIAM  M.  HOLLENBECK. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  You  are  at  the  head  of  the  Central  Employment 
Bureau  ? 

Mr.  Hollenbeck.  Yes,  sir. 

The  Chairman.  What  is  the  purpose  of  this  bureau,  do  you  laiow  ? 

Mr.  Hollenbeck.  With  which? 

The  Chairman.  What  is  the  business  of  this  Central  Employment 
Bureau  ? 

Mr.  Hollenbeck.  Furnishing  help  for  anyone. 

The  Chairman.  How  does  it  operate?  Explain  what  the  person 
desiring  help  does  and  what  you  do.  How  do  you  operate  this 
bureau  ? 

Mr.  Hollenbeck.  We  have  inquiries  for  help,  orders  for  help. 
Also  we  have  people  that  come  to  us  for  employment.  That  is  the 
nature  of  the  business. 

The  Chairman.  When  people  come  to  you  for  employment,  you 
have  them  register  their  names 'and  addresses,  and  when  people  want 
like  help  you  bring  them  together  and  charge  something  for  your 
services? 

Mr.  Hollenbeck.  Yes,  sir. 

The  Chairman.  Is  this  bureau  run  in  the  interest  of  any  par- 
ticular nationality? 

Mr.  Hollenbeck.  No,  sir. 
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The  Chaikman.  Do  you  secure  help  by  advertising  in  the  papers  ? 
If  a  man  comes  to  you  and  wants  500  men,  what  do  you  do  ? 

Mr.  HoLLENBECK.  We  will  try  and  furnish  them,  by  advertising 
for  them,  or  any  other  means  by  which  we  can  get  the  people. 

The  Chairman.  If  I  should  come  to  yor  and  say  I  am  running  a 
Tpill  in  Pittsburgh  and  that  I  want  600  men,  what  snrt  of  an  ad^'er- 
tisement  would  you  enter  ? 

Mr.  HoLLENBECK.  I  would  advertise  for  the  class  of  help  that  you 
wanted.  I  would  ascertain  what  you  wanted  first  and  advertise  far 
that  class  of  help. 

The  Chairman.  Suppose  I  wanted  500  men  to  operate  as  helpers 
in  a  tin  mill.  Suppose  I  wanted  rollers,  doublers,  heaters,  roughers, 
catchers,  and  screw  boys ;  what  would  you  advertise  for  ? 

Mr.  Reed.  I  object  to  this,  because  it  has  not  been  shown  this  wit- 
ness was  connected  with  the  Central  Employment  Bureau  in  1909, 
and  I  take  it  to  be  quite  irrelevant  as  to  what  he  would  do  under 
certain  circumstances  now. 

The  Chairman.  Is  this  bureau  run  the  same  way  it  was  in  1909 
or  do  you  know? 

Mr.  HoLLENBECK.  I  could  not  answer  a  question  like  that. 

The  Chairman.  Have  you  the  same  help  they  had  then? 

Mr.  HoLLENBECK.  The  same  which? 

The  Chairman.  Do  you  run  on  the  same  principle  on  which  it  was 
run  in  1909? 

Mr.  HoLLENBECK.  I  could  not  answer  that  question.  I  may  run  the 
business  differently.  The  business  really  is  the  same  as  it  was  then, 
but  I  may  use  other  means  of  getting  the  help,  different  from  the 
former  owner. 

Mr.  Young.  Were  you  connected  with  it  in  any  way  in  1909? 

Mr.  HoLLENBECK.  No,  sir. 

Mr.  Reed.  I  renew  the  objection.  I  do  not  think  it  makes  a  bit  of 
difference  what  this  witness  will  do  now. 

The  Chairman.  I  will  ask  you  this  question:  Do  you  know  the 
general  principles  upon  which  these  employment  bureaus  are  run  ? 

Mr.  HoLLENBECK.  Yes,  sir. 

The  Chairman.  How  long  have  you  been  connected  with  them? 

Mr.  HoLLENBECK.  About  five  months. 

The  Chairman.  Before  that  were  you  ever  employed  in  one  of 
them? 

Mr.  HoLLENBECK.  No,  sir. 

Mr.  Young.  It  seems  to  me,  Mr.  Chairman,  that  is  going  pretty  far, 

Mr.  Baetlett.  I  guess  we  have  the  wrong  witness. 

The  Chairman.  I  will  connect  it. 

Do  you  know  Mr.  C.  E.  Gibson? 

Mr.  HoLLENBECK.  I  do. 

The  Chairman.  Was  he  connected  with  this  bureau  at  any  time? 

Mr.  HoLLENBECK.  I  bought  the  business  from  Mr.  A.  C.  Gibson. 

The  Chairman.  Was  he  in  charge  of  the  business  in  1909  ? 

Mr.  HoLLENBECK.  The  books  show  that;  yes,  sir. 

The  Chairman.  Do  you  know  Mr.  Hollander? 

Mr.  HoLLENBECK.  No,  sir. 

The  Chairman.  Do  you  know  whether  he  was  connected  with  the 
bureau  in  1909? 
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JNIr.  HoLLENBECK.  I  find  his  name  on  the  record. 

The  Chaiejian.  When  requests  are  made  for  help  do  you  insert  the 
nationality  or  does  the  person  requestine  the  help  insert  the  nation- 
ality? 

Mr.  Keed.  I  object  to  that,  because  the  witness  does  not  know  what 
was  done  in  1909. 

The  Chairman.  I  am  asking  now  for  my  own  information. 

]VIr.  Reed.  I  object  to  it  going  into  the  record. 

?\lr.  Young.  I  do  not  think  we  ought  to  go  into  that.  We  are  trav- 
eling too  far  afield,  anyway.  Certainly  the  man  who  ran  this  em- 
ployment bureau  at  the  time  should  be  easy  enough  to  obtain,  I  sup- 
pose. I  do  not  see  much  materiality  in  it  anyway.  But  when  we  take 
it  in  connection  with  the  statement  of  Mr.  Irvin  that  he  did  in  this 
instance  say  that  for  this  particular  purpose  he  preferred  the  men 
who  were  named  in  that  advertisement,  it  seems  to  be  an  admitted 
fact. 

Mr.  Eeed.  The  reference  is  to  other  foreigners. 

Mr.  Young.  He  stated  the  circumstances. 

Mr.  Gardner.  Why  not  let  this  witness  answer  the  question  with 
tlie  distinct  understanding  it  in  no  way  indicates  what  anybody  else 
would  do? 

Mr.  Young.  If  it  does  not,  what  is  the  importance  of  it? 

The  Chairman.  At  times  we  become  excruciatingly  technical. 

Mr.  Young.  I  do  not  think  this  is  excruciatingly  technical ;  I  think 
it  is  excruciatingly  unfair. 

The  Chairman.  Either  way;  the  chairman  is  not  particular  about 
the  viewpoint.  As  I  understand,  it  does  not  matter  in  what  busi- 
ness it  is ;  if  it  is  a  question  as  between  two  men,  the  custom  of  the 
business  is  always  universal,  if  there  are  certain  customs  that  govern 
in  the  business.     This  is  an  established  business. 

Do  you  know  the  rules  and  the  customs  that  govern  the  business 
in  which  you  are  engaged? 

Mr.  Hollenbeck.  I  certainly  do.     I  am  under  license  and  bond. 

The  Chairman.  Is  this  employment  business  conducted  under  cer- 
tain recognized  rules  and  customs? 

Mr.  HoLLENBECK.  Well,  it  has  been  a  licensed  and  bonded  busi- 
ness for,  I  don't  know  just  how  long.     But  it  is  run  under  State  laws. 

The  Chairman.  Do  you  run  this  business  according  to  the  cus- 
toms that  have  governed  it  for  years,  or  do  you  run  it  in  any  way 
you  please? 

Mr.  HoLLENBECK.  No ;  I  run  it  according  to  law ;  I  am  not  court- 
ing trouble. 

The  Chairman.  Do  you  know  whether  or  not  it  is  the  custom,  and 
has  been  for  years  the  custom,  of  employment  bureaus,  when  adver- 
tising in  niaking  choice  between  the  nationality  of  employees,  to  con- 
sult the  wishes  of  the  person  seeking  employees,  or  to  use  their  own 
discretion  in  the  matter? 

Mr.  Reed.  The  chairman  will  note  my  objection  ? 

The  Chairman.  Yes;  I  note  it. 

Do  you  know  whether  such  a  custom  prevails  now,  and  has  pre- 
vailed for  years,  in  reference  to  employment  bureaus  ? 

Mr.  HoLLENBECK.  I  do  not  know,  Mr.  Stanley ;  I  would  not  take 
any  chances  for  my  own  self.  I  don't  know  what  Mr.  Gibson  did  at 
that  time,  or  what  he  would  do  if  he  was  in  my  place  now. 
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The  Chairman.  Do  you  know  the  customs  governing  your  busi- 
ness in  that  respect? 

Mr.  HoLLENBECK.  Ycs,  sir. 

The  Chairman.  What  is  the  custom? 

Mr.  HoiiLENBECK.  If  you  asked  for  500  men,  and  you  made  no 
choice,  I  would  use  my  best  endeavor  to  get  men  to  suit  you.  If  a 
brewery  wants  men,  I  would  send  them  Germans  every  time.  I 
would  not  send  an  Irishman  to  a  brewery,  because  he  would  be  turned 
down.  [Laughter.]  You  may  laugh,  but  you  can  go  into  half  a 
dozen  breweries  and  you  won't  find  an  Irishman. 

The  Chairman.  I  think  you  are  exactly  right.  Do  you  know 
whether  Syrians,  Poles,  and  Koumanians  are  specially  suited  to  the 
tin-mill  business,  like  a  German  is  to  a  brewery? 

Mr.  HoLLENBECK.  I  dou't  know.  My  ideas  may  differ  from  other 
people's.  I  have  worked  in  mills  10  years  myself,  or  20  years  for 
that  matter.  I  find  a  Syrian  is  a  very  poor  workman  in  a  mill ;  and 
if  I  had  inserted  the  advertisement  I  would  have  cut  the  Syrians  out, 
because  you  will  find  those  people  with  a  pack  on  their  back,  ped- 
dling from  door  to  door.  That  is  really  their  custom  and  their  busi- 
ness.   I  do  not  think  they  would  make  good  worlonen  in  any  mill. 

The  Chairman.  What  peculiar  fitness  has  a  Pole  for  that  business  ? 

Mr.  HoLLENBECK.  The  Pole  or  the  Slav  have  made  very  good  mill 
workers. 

The  Chairman.  Do  they  make  any  better  workmen  than 
Americans? 

Mr.  Reed.  Objected  to,  because  it  has  been  very  distinctly  shown 
the  advertisement  did  not  mean  they  were  preferred  to  Americans. 

The  Chairman.  We  will  interpret  that  in  our  own  way. 

Mr.  Reed.  The  chairman  becomes  excruciatingly  technical  if  he  is 
going  to  construe  the  advertisement  that  way. 

The  Chairman.  No ;  it  is  simply  a  reading  of  the  English  language. 

Do  you  know  anything  about  whether  the  Poles  and  Roumanians 
are  specially  suited  to  this  business  ? 

Mr.  Bartlett.  Permit  me  to  say  this,  Mr.  Chairman:  Here  we 
have  put  in  a  particular  instance,  during  a  strike,  in  which  it  is  tried 
to  be  brought  home  to  the  Steel  Corporation  that  they  authorized  the 
insertion  of  this  advertisement,  the  insertion  in  the  way  it  reads. 
They  have  admitted  that  to  be  true,  and  have  explained  it.  Whether 
,  or  not  the  explanation  is  sufficient,  I  do  not  now  undertake  to  say ; 
but  it  does  seem  to  me  that  to  go  further  and  inquire  into  the  customs 
of  the  business,  as  to  what  this  man  would  have  done  if  he  had  been 
in  the  place  of  those  who  conducted  the  business  previously,  before 
he  got  into  it,  and  what  he  does  now,  it  immaterial. 

The  Chairman.  I  was  simply  trying  to  come  to  an  understanding 
about  his  using  his  own  discretion  in  getting  employees  for  his 
patrons,  and  was  trying  to  find  out  whether  it  was  the  custom  in  all 
employment  bureaus  to  use  that  discretion.  I  think  it  is  very  ma- 
terial to  know  at  this  time. 

Mr.  Bartlett.  Mr.  Irvin  testified  that  they  left  it  to  the  employ- 
ment agency. 

The  Chairman.  It  may  be  that  these  people  are  specially  skilled 
in  the  business. 

Do  you  know,  Mr.  Hollenbeck,  whether  Poles  and  Roumanians  are 
specially  skilled  in  the  tin  business?    ^Vs  a  race,  do  they  take  to  it? 
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Mr.  HolLenbeck.  I  believe  they  are;  yes,  sir. 

The  Chairman.  You  did  not  insert  these  advertisements.  I  be- 
lieve I  have  asked  you  if  Mr.  Hollander  was  in  the  employ  of  this 
bureau  in  1909. 

Mr.  HoLLENBECK.  The  book  states  so ;  I  don't  know. 

The  Chairman.  That  is  all. 

STATEMENT  OF  GEORGE  H.  SELDES. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Wh"at  is  your  business? 

Mr.  Seldes.  Eeporter. 

The  Chairman.  Were  you  so  engaged  in  1909  ? 

Mr.  Seldes.  I  don't  think  so. 

The  Chairman.  I  will  ask  you"  if  your  attention  was  called  to  this 
advertisement  in  the  Pittsburgh  Gazette-Times  about  July  15,  1909? 

Mr.  Seldes.  Why,  I  saw  about  20  or  30  on  the  same  order ;  probably 
this  one  also. 

The  Chairman.  In  what  papers  were  those  advertisements  run? 

Mr.  Seldes.  All  in  the  Gazette-Times,  those  that  I  saw. 

The  Chairman.  I  call  your  attention  to  this  other  advertisement 
down  here.    Were  the  same  advertisements  run  in  the  same  paper? 

Mr.  YotTNG.  "Which  are  you  showing  him — the  Syrian  advertise- 
ment? 

The  CiiAiRJiAN.  Both  of  them. 

Mr.  Seldes  (after  examination).  Yes,  sir. 

Mr.  Young.  Which  did  he  answer  to? 

The  Chairman.  He  answered  as  to  the  first  one,  and  I  showed  him 
the  second,  and  asked  if  the  same  advertisements  were  run  in  the 
same  paper. 

Mr.  Seldes.  Yes,  sir. 

The  Chairman.  How  were  these  advertisements  run;  in  the  same 
words  ?    Did  you  examine  the  papers  at  that  time  ? 

Mr.  Seldes.  I  believe  there  were  only  about  two  or  three  alike. 
Every  other  one  had  something  changed.  There  would  be  some 
phrase  changed ;  it  would  be  the  same  offer,  but  the  number  of  men 
would  be  changed. 

The  Chairman.  Was  the  same  reference  made  to  Syrians,  Poles, 
and  Hungarians? 

Mr.  Seldes.  I  think  at  one  time  there  were  four  nationalities  men- 
tioned ;  three  usually. 

The  Chairman.  Were  Americans  .ever  mentioned  in  the  adver- 
tisement ? 

Mr.  Seldes.  I  never  saw  an  American  mentioned. 

The  Chairman.  Who  called  your  attention  to  these  advertise- 
ments ? 

Mr.  Seldes.  Our  city  editor. 

The  Chairman.  What  did  you  do? 

Mr.  Young.  What  paper  were  you  on  ? 

Mr.  Seldes.  I  was  on  the  Pittsburgh  Leader  at  that  time. 

The  Chairman.  Did  anybody  call  your  attention  to  it? 

Mr.  Seldes.  Why,  he  gave  me  a  letter  from  Mr.  Moffett,  of  the 
immigration  department,  asking  for  certain  information.  He  put  me 
on  this,  and  I  went  to  look  it  up. 

The  Chairman.  Mr.  Moffett  did  ? 
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Mr.  Seldes.  The  letter  was  from  Mr.  Moffett. 

The  Chairman.  And  you  got  this  information  for  Mr.  Moffett? 

Mr.  Seldes.  I  did. 

Mr.  Gardner.  From  the  office  of  the  United  States  Immigration 
Commission  ? 

Mr.  Seldes.  The  latter  was  from  here  in  Washington.  I  supposed 
he  was  connected  with  the  United  States  Immigration  Commission. 
He  was  making  some  report  or  investigation.  It  came  from  Wash- 
ington. 

The  Chairman.  What  was  his  position  ? 

Mr.  Seldes.  I  don't  know.     I  only  know  his  name  was  Moffett. 

The  Chairman.  Did  you  prepare  any  statement  for  the  Govern- 
ment? 

Mr.  Seldes.  I  prepared  two  affidavits. 

The  Chairman.  I  will  ask  you  to  look  at  these  affidavits  and  see  if 
they  are  the  ones. 

Mr.  Seldes- (after  examination).  These  are  the  ones;  yes,  sir. 

Mr.  Reed.  Is  not  that  rather  an  indirect  way  of  proving  something 
that  has  already  been  admitted  ? 

The  Chairman.  I  don't  think  it  has  been  admitted.  Did  you  make 
these  affidavits  at  that  time  ? 

Mr.  Seldes.  I  did 

The  Chairman.  It  would  be  impossible  to  get  all  these  people  here 
on  short  notice,  and  that  is  the  reason  I  am  taking  this  short  method 
of  proving  it. 

The  first  affidavit  seems  to  be  a  statement  of  Mr.  Hollander,  who 
was  employed  with  the  Central  Employment  Bureau  at  that  time. 

Mr.  Seldes.  Yes.     . 

The  Chairman.  Did  you  examine  Mr.  Hollander  ? 

Mr.  Seldes.  He  said  he  was  Mr.  Hollander.  The  man  I  talked 
to — that  I  thought  was  Mr.  Hollander — tried  to  evade  my  questions, 
and  he  would  not  give  me  any  name  at  all  until  I  forced  him  to. 

Mr.  Reed.  By  violence? 

Mr.  Seldes.  No  ;  not  by  violence. 

The  Chairman.  The  statement  is : 

On  Wednesday  afternoon,  November  2,  1910,  I  visited  S.  Hollander,  who  says 
lie  is  a  member  of  tbe  firm  known  as  the  Central  Employment  Bureau,  at  the 
office  of  the  concern.  No.  628  Penn  Avenue,  Pittsburgh,  Pa.,  and  in  reply  to  my 
question  Mr.  Hollander  said : 

"The  advertisements  appearing  in  the  Gazette-Times  during  July  and  Au- 
gust, 1909,  which  carried  the  name  of  the  Central  Employment  Bureau,  were 
for  the  American  Sheet  &  Tin  Plate  Co.,  and  we  Inserted  them  at  the  direction 
of  that  corporation.  There  was  a  strike  on  at  the  time,  and  the  company  was 
greatly  in  need  of  men.  I  do  not  care  to  divulge  the  name  of  the  man  who 
actually  paid  for  the  advertisement,  but  he  represented  the  American  Sheet  & 
Tin  Plate  Co." 

The  affidavit  is  signed  by  George  H.  Seldes. 

The  other  affidavit,  which  was  turned  over  to  the  Bureau  of  Immi- 
gration, and  was  with  reference  to  an  interview  with  Mr.  Gibson,  is 
as  follows : 

On  Friday  afternoon,  November  4,  1910,  I  visited  the  Central  Employment 
Bureau  at  628  Penn  Avenue,  Pittsburgh,  Pa.,  and  saw  there  Mr.  C.  B.  Gibson. 
Mr.  Gibson  declared  that  he  is  a  member  of  the  firm,  and  I  personally  saw  the 
license  authorizing  him  to  conduct  the  bureau,  which  was  made  out  in  his  name. 

17042— No.  4T— 12 2 
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I  showed  Mr.  Gibson  a  copy  of  the  following  advertisement,  which  I  personally 
eopied  from  the  Pittsburgh  Gazette-Times  of  July  14,  1909 : 

"  Wanted — 60  tin  house  men,  tinners,  catchers,  and  helpers  to  work  in  open 
shops,  Syrians,  Poles,  and  Roumanians  preferred ;  steady  employment  and  good 
wages  to  men  willing  to  work;  fare  paid  and  no  fees  charged  for  this  work. 
Central  Employment  Bureau,  628  Penn  Avenue." 

"Mr.  Gibson  freely  admitted  that  this  ad.  was  inserted  in  the  Gazette-Times 
by  the  Central  Employment  Bureau  at  the  directon  of  the  American  Sheet  & 
Tin  Plate  Co.  He  declared  that  he  did  not  wish  to  make  affidavit  to  this  for 
fear  of  offending  the  American  Sheet  &  Tin  Plate  Co.,  but  said  he  would  make 
a  sworn  statement  provided  an  official  of  the  company  would  authorize  him  to 
do  so. 

Did  you  make  that  affidavit? 

Mr.  Seldes.  I  did. 

Mr.  Gardner.  Who  is  Mr.  C.  E.  Gibson? 

Mr.  Young.  The  man  who  ran  the  employment  bureau. 

Mr.  Gardner.  The  other  witneses  testified  his  name  was  Mr.  A.  C. 
Gibson — am  I  not  correct,  Mr.  Hollenbeck?  Did  you  not  testify 
his  name  was  A.  C.  Gibson? 

Mr.  Hollenbeck.  Did  I  not  testify  to  what  ? 

Mr.  Gardner.  Did  you  not  testify  that  you  bought  this  place  from 
Mr.  A.  C.  Gibson. 

Mr.  Hollenbeck.  A.  C.  Gibson  was  the  proprietor,  and  I  under- 
stand Hollander  was  employed  as  manager  for  him. 

Mr.  Gardner.  Did  you  ever  hear  of  Mr.  C.  E.  Gibson? 

Mr.  Hollenbeck.  No.    This  man  was  A.  C.  Gibson. 

The  Chairman.  Look  at  that  affidavit  and  see  what  thp  name,  is 
there. 

Mr.  Gardner.  What  is  that  name? 

Mr.  Seldes.  The  name  is  C.  E.  Gibson ; .  that  is  the  name  he 
gave  me. 

Mr.  Gardner.  That  is  the  name  he  gave  you? 

Mr.  Seldes.  Yes.  I  remember  making  a  note  of  the  initials. 
I  asked  him  for  his  initials,  to  make  a  note  of  them. 

Mr.  Gardner.  Do  your  books  show  the  name  of  A.  C.  Gibson  ? 

Mr.  Hollenbeck.  Yes,  sir;  A.  C.  Gibson. 

The  Chairman.  At  any  rate,  there  was  a  Mr.  Gibson  runnning 
this  bureau  at  that  time? 

Mr.  Seldes.  Yes,  sir. 

The  Chairman.  Where  was  this  Mr.  Gibson,  A.  C.  or  C.  E.,  that 
you  saw? 

Mr.  Seldes.  In  the  office. 

The  Chairman.  Was  he  at  628? 

Mr.  Seldes.  At  628  Penn  Avenue. 

The  Chairman.  Was  he  in  charge  of  the  business  there? 

Mr.  Seldes.  He  told  me  he  was. 

Mr.  Young.  Penn  Avenue;  what  city? 

Mr.  Seldes.  Pittsburgh,  Pa. 

The  Chairman.  Do  you  know  of  the  conditions  existing  at  that 
time,  whether  or  not  there  was  a  strike  on  ? 

Mr.  Seldes.  There  was  a  strike  at  that  time,  and  a  lot  of  fight- 
ing, too. 

The  Chairman.  Do  you  know  what  became  of  the  men  that  went 
out  ?    Do  you  know  anything  about  that  ? 

INIr.  Seldes.  I  know  after  following  that  strike  the  general  opinion 
was  that  the  union  was  crushed. 
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Mr.  Eeed.  I  object  to  the  statement  of  the  "  general  opinion." 

The  Chairman.  What  was  the  nationality  of  these  6,000  men  that 
went  out,  as  a  rule  ?    Do  you  know  ? 

Mr.  Seldes.  I  don't  know. 

The  Chairman.  Do  you  know  whether  any  record  was  kept  of 
these  men  that  went  out  on  that  strike — any  list  kept  of  them^ 
or  not? 

Mr.  Seldes.  I  do  not  know  about  at  this  particular  place,  but  I 
know  of  a  list  of  people  who  were  discharged  by  the  different  steel 
corporations  in  the  Pittsburgh  district  for  being  labor  agitators  and 
for  cause — a  list  of  several  thousand  names,  known  as  a  black  list  of 
some  kind. 

The  Chairman.  What  was  the  purpose  of  that?  What  was  done 
with  it? 

Mr.  Seldes.  I  was  told  this  list  was  circulated  among  different 
members  of  the  steel  corporation  or  different  firms,  and  that  when 
any  of  these  men  applied  for  labor  they  were  looked  up  on  the  list. 

Mr.  Young.  What  do  you  know  ?bout  it? 

Mr.  Seldes.  I  had  the  list  in  my  hand ;  I  worked  on  the  list. 

Mr.  Young.  Where  did  you  get  the  list  ? 

Mr.  Seldes.  1  am  under  promise  not  to  divulge  the  whereabouts 
of  the  list.    It  is  very  valuable. 

Mr.  Young.  You  have  referred  to  it.  How  do  you  know  that  this 
was  a  list  which  was  circulated  among  these  companies? 

Mr.  Seldes.  Why,  I  was  asked  to  investigate  some  of  these  people 
on  the.  list. 

Mr.  Young.  By  whom? 

Mr.  Seldes.  I  could  not  give  you  the  man's  name. 

Mr.  Young.  You  refuse  to  give  it? 

Mr.  Seldes.  I  am  under  promise  not  to  give  it.  I  would  not  want 
to  break  that  promise. 

Mr.  Young.  We  are  getting  in  here  the  worst  kind  of  hearsay. 

Mr.  Gardner.  If  this  examination  is  to  be  continued,  I  shall  have 
to  ask  for  a  ruling  of  the  committee  on  that. 

The  Chairman.  Where  did  you  see  this  list?  I  would  hate  to  ask 
a  man  to  violate  any  confidence. 

Mr.  Reed.  It  is  pretty  hard  on  us  to  be  charged  by  hearsay,  with- 
out the  witness  giving  even  his  informant. 

The  Chairman.  I  would  much  prefer  that  you  ask  him  about  the 
circumstances  under  which  he  saw  the  list,  and  whether  he  found  it 
to  be  authentic  or  not. 

Mr.  Young.  I  think  we  ought  to  know  the,facts  so  we  can  judge 
whether  or  not  it  is  authentic. 

Mr.  Gardner.  Mr.  Chairman,  what  are  you  trying  to  prove? 

The  Chairman.  I  am  trying  to  show  how  these  Roumanians, 
Syrians,  and  Poles  happened  to  be  employed,  and  whether  it  was 
necessary  to  get  these  men  because  there  were  not  Americans  enough 
for  the  places.  Or  whether  these  advertisements,  which  were  run 
for  20  days,  were  run  for  the  purpose  of  eliminating  the  American 
laborer,  and  the  putting  in  his  place  a  character  of  labor  which 
could  be  obtained  for  much  less  money  and  would  work  under 
entirely  different  conditions. 

.    Mr.  Gardner.  Now  I  understand.     What  has  this  alleged  black 
list  got  to  do  with  that  ? 
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The  Chairman.  If  the  men  who  believed  in  making  collective 
bargaining,  who  had  any  disposition  toward  the  union,  were  dis- 
charged from  this  business  for  the  reason  that  they  did  believe  ui 
the  union ;  that  a  list  of  these  men  was  prepared,  and  that  this  list 
was  well  known  to  the  United  States  Steel  Corporation,  then  it  was 
a  deliberate  attempt  on  the  part  of  the  Steel  Corporation  to  deprive 
American  citizens  who  believed  in  collective  bargaining  of  the 
opportunity  to  obtain  employment. 

Mr.  Gardner.  If  that  is  your  object,  to  show  that,  then  I  think 
the  source  of  this  information  ought  to  be  given  to  the  committee. 

Mr.  Beall.  Can  we  not  get  hold  of  a  witness  who  can  tell  us  about 
this  strike  ? 

The  Chairman.  I  think  so. 

Mr.  Beall.  He  would  be  better. 

Mr.  Bartlett.  I  think  myself  that  while  we  are  not  bound  down 
by  the  strict  technical  rules  that  apply  in  a  court  of  law,  and  are 
permitted  to  hear  hearsay  testimony,  that  it  would  not  be  just  to 
anybody  to  let  hearsay  evidence  come  in  and  then  leave  it  in  the  air 
as  to  where  it  came  from.  If  we  are  going  to  take  secondhand  infor- 
mation, we  ought  to  know  where  it  comes  from,  so  that  we  ourselves 
can  judge  of  ite  reliability  and  of  its  source. 

The  Chairman.  I  simply  suggested  he  might  be  prepared  to  show 
the  information  was  entirely  authentic.  I  know  that  in  examining 
Mr.  Schwab  and  other  gentlemen,  they  have  said  they  preferred  not 
to  state  so-and-so,  and  we  have  not  insisted. 

Mr.  Bartlett.  There  is  an  insistence  here  that  there  be  a  ruling 
on  the  question. 

The  Chairman.  I  have  ruled  that  I  would  prefer  to  have  the 
questioner  ask  him  some  preliminary  questions  as  to  whether  he 
knew  this  was  a  genuine  list  or  not. 

Mr.  Young.  I  do  not  think  this  is  the  way  to  get  the  truth.  He 
has  made  a  general  statement  that  this  was  a  paper  which  was  cir- 
culated among  the  plants  of  this  tin  plate  company. 

The  Chairman.  Where  did  you  see  this  list  ? 

Mr.  Gardner.  The  witness  has  been  asked  to  name  the  party  from 
whom  he  obtained  it.  Now,  I  agree  with  some  other  gentlemen,  in 
that  I  would  very  much  rather  take  this  question  up  with  some 
witness  who  has  personal  laiowledge  of  it.  But  if  this  line  of  in- 
quiry is  to  be  pursued,  I  think  this  witness  at  this  point  should  tell 
the  source  of  his  information. 

The  Chairman.  I  was  simply  making  that  as  a  preliminary  ques- 
tion, with  the  idea  of  probably  getting  at  the  authenticity  or  the 
list. 

Mr.  Gardner.  The  trouble  is  that  theses  preliminary  questions  as 
to  authenticity  may  result  in  a  number  of  loose  accusations  without 
any  basis,  and,  finally,  after  it  has  all  come  in,  the  committee  may  not 
take  my  point  of  view — that  we  should  not  receive  anonymous  near- 
say  evidence. 

Therefore  I  suggest  that  either  the  examination  of  the  witness  be 
shifted  from  this  point  to  some  other  point,  or  else  that  he  now  state 
the  name  of  his  informant. 

But  if  you  have  another  witness  to  testify  to  the  same  thing 

The  Chairman.  I  don't  know  what  this  other  witness  knows  about 
(iiis  list.    I  know  he  Imows  about  the  nationality  of  the  employees. 
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I  am  perfectly  willing  to  let  this  witness  stand  aside  and  put  this 
other  witness  on  the  stand. 

Mr.  Gardner.  I  do  not  ask  for  that.  I  simply  ask  that  if  the  ex- 
amination be  continued  the  name  of  the  informant  be  told. 

Mr.  Bartlett.  He  has  left  the  impression  in  the  evidence  that 
there  is  some  blacklist  circulated. 

Mr.  Keed.  Just  what  is  his  evidence  ? 

Mr.  Baetlbit.  Let  us  have  read  just  what  he  said. 

The  stenographer  read  as  follows: 

The  Chaibman.  Do  you  know  whether  any  record  was  kept  of  these  men 
that  went  out  on  that  strike — any  list  kept  of  them  or  not? 

Mr.  Seldes.  I  do  not  know  about  at  this  particular  place,  but  I  know  of  a 
list  of  people  who  were  discharged  by  the  different  steel  corporations  in  the 
Pittsburgh  district  for  being  labor  agitators  and  for  cause,  a  list  of  several 
thousand  names,  known  as  a  blacklist  of  some  kind. 

The  Chaiemast.  What  was  the  purpose  of  that?    What  was  done  with  it? 

Mr.  Seldes.  I  was  told  this  list  was  circulated  among  different  members  of 
the  Steel  Corporation  or  different  firms,  and  that  when  any  of  these  men 
applied  for  labor  they  were  looked  up  on  the  list. 

Mr.  Young.  What  do  you  know  about  it? 

Mr.  Seldes.  I  had  the  list  in  my  hand.    I  worked  on  the  list. 

Mr.  YoTJNG.  Where  did  you  get  the  list? 

Mr.  Seldes.  I  am  under  promise  not  to  divulge  tho  whereabouts  of  the  list. 
It  is  very  valuable. 

Mr.  Bartlett.  Valuable  in  what  way? 

Mr.  Seldes.  It  is  valuable  in  that  I  was  told  that  the  Steel  Cor- 
poration would  be  willing  to  give  many  thousands  of  dollars;  it  is 
valuable  inasmuch  as  the  man  who  gave  it  to  me  told  me  if  it  was 
learned  he  had  it  he  might  be  slugged  some  day  and  the  list  taken 
from  him. 

Mr.  Keed.  This  is  improving  rapidly. 

Mr.  Bartlett.  Were  you  informed  the  Steel  Corporation  did  not 
have  it? 

Mr.  Seldes.  What  is  that? 

Mr.  Bartlett.  That  the  people  engaged  in  the  manufacture  of 
steel  did  not  have  it,  had  no  access  to  it ;  is  that  a  fact  ? 

Mr.  Seldes.  Oh,  there  were  many  copies,  I  understood. 

Mr.  Barixett.  Many  copies? 

Mr.  Young.  Mr.  Chairman,  we  are  getting  in  this  thing  worse  and 
worse.  I  appreciate  your  motive,  Mr.  Bartlett,  but  we  are  dealing 
with  something  that  is  not  authentic  in  any  way. 

Mr.  Bartlett.  I  was  trying  to  see  what  there  was  here  that  we 
could  authenticate.  Now,  I  will  ask  a  question:  From  whom  did 
you  get  this  information? 

Mr.  Seldes.  I  said  before  I  would  not  like  to  mention  the  man's 
name. 

Mr.  Bartlett.  Give  us  the  source  of  the  information  which  jou 
have  detailed  to  the  committee,  with  reference  to  the  black  list  which 
was  being  circulated  and  of  which  there  were  so  many  copies  made. 

Mr.  Seldes.  I  got  this  from  the  man  who  asked  me  to  work  on  it 
and  get  some  information  about  these  men.  I  looked  up  some  of 
these  men  on  the  list. 

Mr.  Young.  That  is  not  answering  the  question. 

Mr.  Seldes.  Do  you  want  me  to  tell  the  name  ? 

Mr.  Young.  Yes. 
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Mr.  Seldes.  It  was  H.  H.  Eagle,  city  editor  of  the  Pittsburgh 
Leader.    He  is  the  man  I  got  it  from. 

Mr.  Gardner.  Do  you  Imow  where  he  got  it  from  ? 

Mr.  Seldes.  I  don't  know  where  he  got  it. 

Mr.  Eeed.  I  would  like  to  suggest  a  question  to  be  put  to  the  wit- 
ness, as  to  whether  anything  was  on  it  to  indicate  it  was  ever  owned 
by  the  Steel'  Corporation. 

The  Chairman.  What  was  there  on  the  list? 

Mr.  Seldes.  The  date  of  discharge,  the  man's  name,  his  previous 
employment,  and  the  cause  of  discharge.  Under  the  column  of 
"  Employment "  there  was  a  list  of  different  companies  which  I  un- 
derstood were  affiliated  with  the  United  States  Steel  Corporation. 
There  were  different  concerns  on  that  list.  And  under  "  Cause  "  were 
"  Labor  agitator  "  or  "  For  cause."  There  might  have  been  one  other 
cause,  but  the  greater  per  cent  were  for  cause,  and  at  one  period 
there  were  a  large  number  of  "  Labor  agitators." 

Mr.  Gardner.  You  say  at  one  period;  what  period? 

Mr.  Seldes.  I  do  not  know  that  that  list  was  complete  to  1910, 
when  I  had  it,  but  I  think  it  had  parts  from  1900  to  1908  or  1909, 
and  probably  a  few  years  before  1900. 

Mr.  Gardner.  How  recently  did  you  see  the  date  and  set  against 
a  man's  name  "Labor  agitator"? 

Mr.  Seldes.  I  could  not  say  that. 

Mr.  Gardner.  You  worked  on  that  list  ? 

Mr.  Seldes.  I  did ;  several  of  us  did. 

Mr.  Gardner.  About  when  was  the  latest  date  you  noticed  ? 

Mr.  Seldes.  I  have  no  idea. 

Mr.  Gardner.  Have  you  that  list  with  you  ? 

Mr.  Seldes.  I  have  not. 

Mr.  Danforth.  Wliat  kind  of  work  did  you  do  on  the  list? 

Mr.  Seldes.  I  went  to  see  some  of  the  men  on  the  list.  We  traced 
them  to  where  they  were  living.  I  remember  one  man  that  was  at 
the  terminal  warehouse.  I  asked  him  whether  he  had  been  employed 
at  some  steel  company,  I  forget  the  name ;  I  think  the  Carnegie,  and 
he  said  yes.  I  said  "Were  you  discharged?"  He  said  "Yes."  I 
asked  him  "Did  you  try  to  get  work  somewhere  else?"  He  said, 
"Yes;  I  went  to  5  or  10  places."  I  said,  "Did  you  get  work?" 
He  said,  "  They  all  promised  me  work  and  turned  me  away;  I  could 
not  understand  the  cause." 

Then  1  showed  him  the  list  and  he  was  greatly  surprised  to  see  his 
name  on  the  list.    He  said,  "  That  explains  it." 

Mr.  Gardner.  Was  that  "  for  cause  "  or  because  he  was  a  "  labor 
agitator  "  ? 

Mr.  Seldes.  I  am  not  sure ;  it  was  one  of  the  two. 

Mr.  Gardner.  What  was  the  date  the  man  was  discharged ? 

Mr.  Seldes.  I  don't  know. 

Mr.  Gardner.  What  was  the  approximate  date? 

Mr.  Seldes.  I  know  he  had  been  working  about  two  years  at  the 
terminal  warehouse  when  I  saw  him  in  1910. 

Mr.  Gardner.  I  would  suggest,  Mr.  Chairman,  that  a  subpoena 
duces  tecum  be  issued  to  H.  H.  Eagle  to  produce  that  list. 

Mr.  YotTNG.  And  show  where  he  got  it. 

Mr.  Baetlett.  And  show  what  it  is. 

The  CHAiR:\rAN,  I  would  like  to  see  that  list  myself. 
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Mr.  Babtlett.  -You  probably  won't  get  it  now  as  long  as  the  sug- 
gestion is  made  by  the  Government,  if  it  gets  out  to  the  public  that 
we  are  after  it. 

Mr.  YoiTNG.  In  order  to  be  regarded  as  evidence  against  the  Steel 
Corporation,  it  ought  to  be  shown  that  it  emanated  from  them,  that 
they  had  knowledge  of  it,  and  that  it  represented  something  they 
were  doing. 

The  Chairman.  Do  you  remember  the  names  of  the- companies 
that  were  on  this  list  ? 

Mr.  Seldes.  I  do  not. 

The  CHAIRMAN.  Were  they  steel  companies  there  in  Pittsburgh? 

Mr.  Seldes.  The  greater  part  of  them  were  in  the  Pittsbur-gh 
district ;  some  of  them  were  on  the  outside. 

The  Chairman.  Do  you  know  whether  the  Carnegie  Co.  was  on 
that  list? 

Mr.  Seldes.  I  think  it  was. 

The  Chairman.  Do  you  know  whether  the  National  Tube  Co.  was 
on  that  list  or  not  ? 

Mr.  Seldes.  I  am  not  sure  about  that,  now. 

The  Chairman.  And  the  American  Sheet  &  Tin  Plate  Co.  ? 

Mr.  Seldes.  I  can  not  remember. 

Mr.  Gardner.  How  about  the  Jones  &  McLauglilin  Co.  ? 

Mr.  Seldes.  I  don't  remember  now. 

The  Chairman.  Were  you  advised  at  that  time  that  there  were 
names  of  companies  belonging  to  the  Steel  Corporation  ? 

Mr.  Seldes.  Yes,  sir. 

The  Chairman.  Did  you  get  to  talk  to  these  men  whose  names  were 
on  this  list  ? 

Mr.  Seldes.  I  remember  that  one  distinctly,  the  one  at  the  terminal 
warehouse.  We  could  not  trace  several  of  them.  In  fact,  there  were 
three  men  working  on  the  list,  and  I  believe  Mr.  Eagle  has  now  some 
statements  from  each  of  the  reporters  who  investigated  several  of 
these  men — those  that  could  be  found. 

The  Chairman.  Were  these  men  who  had  formerly  worked  for 
the  United  States  Steel  Corporation  that  you  saw  ? 

Mr.  Seldes.  They  had  worked  for  some  of  the  mills;  I  suppose 
they  were  United  States  Steel  Corporation  mills. 

The  Chairman.  How  was  the  list  headed,  do  you  remember  that ; 
on  what  stationery  ? 

Mr.  Seldes.  It  was  ordinary  blank,  white  paper.  I  think  there 
were  no  lines  or  ruling  on  it,  no  heading. 

The  Chairman.  Was  that  list  prepared  just  about  the  time  of  this 
strike,  about  the  time  of  this  advertising  transtiction — July  15  ? 

Mr.  Reed.  Objected  to,  because  the  witness  has  not  shown  any 
knowledge  of  when  it  was  prepared. 

The  Chairman.  When  was  it  that  you  saw  it  ? 

Mr.  Seldes.  Some  time  in  1910. 

The  Chairman.  Was  there  any  date  on  the  paper  ? 

Mr.  Seldes.  Why,  there  was  a  date  of  discharge  of  each  man. 

The  Chairman.  About  when  were  these  men  discharged  ? 

Mr.  Seldes.  I  suppose  for  a  period  covering  at  least  10  years. 

Mr.  Gardner.  Was  the  list  printed  ? 

Mr.  Seldes.  It  was  typewritten. 
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Mr.  Gardner.  Was  this  list  ever  reproduced  in  the  Pittsburgh 
Leader  ? 

Mr.  Seldes.  It  was  not. 

Mr.  Gardner.  The  original  paper  was  not  reproduced  in  the  Pitts 
burgh  Leader  ? 

Mr.  Seldes.  You  mean  a  sheet  of  that  list  ? 

Mr.  Gardner.  The  heading  of  the  particulars  ? 

Mr.  SeJjDES.  It  had  no  heading  on  it. 

Mr.  Gardner.  Were  there  ever  any  references  made  in  the  Pitts- 
burgh Leader  to  this  list  which  you  have  been  discussing? 

Mr.  Seldes.  I  know  that  during  the  time  of  the  strike  there  was 
an  editorial  on  the  first  page. 

Mr.  Gardner.  What  year  was  the  strike  ? 

Mr.  Seldes.  1909. 

Mr.  Gardner.  And  this  was  in  1910  that  you  saw  the  list? 

Mr.  Seldes.  Yes,  sir. 

Mr.  Gardner.  Now,  as  to  this  editorial  you  speak  of 

Mr.  Seldes.  This  editorial  was  on  the  first  page. 

Mr.  Gardner.  During  1909? 

Mr.  Seldes.  During  1909,  during  the  strike.  In  the  Leader's  usual 
style  it  discussed  the  American  Sheet  &  Tin  Plate  Co.  It  also  ran 
the  advertisement,  the  same  advertisement  we  are  talking  about. 
It  was  one  of  those  that  was  at  the  beginning  of  the  editorial.  It 
spoke  about  men  being  discharged,  and,  I  think,  the  State  Militia 
shooting  down  strikers — something  like  that.  There  was  some 
trouble  at  that  time. 

The  Chairman.  Is  this  the  editorial  that  was  gotten  out  at  the 
time  [showing  a  paper  to  the  witness]  ? 

Mr.  Seldes.  Yes;  this  is  the  editorial. 

Mr.  Bartlett.  You  say  there  was  nothing  on  the  heading  of  this 
list? 

Mr.  Seldes.  No,  sir. 

Mr.  Bartlett.  Just  a  mere  blank  sheet  of  paper  with  the  names 
and  date  of  employment? 

Mr.  Seldes.  About  50  sheets  of  paper;  maybe  less. 

Mr.  Bartleit.  There  was  no  heading  showing  what  it  was,  or 
what  it  meant. 
■  Mr.  Seldes.  No,  sir. 

Mr.  Bartlett.  Just  the  names  of  the  parties,  where  they  had  been 
employed,  when  they  were  discharged,  and  the  reasons  for  the  dis- 
charge; but  notliing  to  indicate  they  were  employed  in  the  Carnegie 
mill  ? 

Mr.  Seldes.  Oh,  yes;  the  name  of  each  mill  was  given  there. 

The  Chairman.  I  think  it  would  be  well  to  copy  the  editorial  in 
the  record. 

Mr.  Gardner.  I  have  no  objections,  but  I  will  call  the  attention 
of  the  Chair  to  the  fact  that,  when  there  was  a  discussion  as  to  the 
absorption  of  the  Tennessee  Coal  &  Iron  Co.,  the  chairman  himself 
objected  to  certain  things  being  inserted  in  the  record  unless  they 
had  the  witness  on  hand  to  prove  the  authenticity  of  the  statement. 

The  Chairman.  I  think  this  is  a  very  good  idea.  I  simply  refer 
to  it  as  an  exhibit,  and  it  goes  in  as  an  exhibit.  He  has  referred  to  it 
and  fixed  the  time,  and  the  circumstances  of  the  strike;  and  it  goes  in 
simply  as  any  other  exMbit  would  go  in. 
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Mr.  Gakdnek.  I  would  like  to  have  it  go  in.  I  think  the  chair- 
man's ruling  was  wrong  at  the  time.  I  have  no  objection  to  its 
going  in. 

The  Chairman.  The  chairman's  idea  is  this,  Mr.  Gardner,  that 
newspaper  articles  ought  not  to  be  inserted  as  substantive  proof; 
but  an  editorial,  or  a  photograph,  or  a  table,  or  anything  else  that  is 
a  mere  exhibit,  a  mere  incident  to  a  man's  testimony,  I  think  is 
eminently  proper  to  be  put  in.  That  is  the  only  distinction  I  draw, 
and  I  think  it  is  perfectly  clear. 

Mr.  Keed.  I  am  glad  the  testimony  has  not  brought  out  a  lot  more 
of  the  Leader's  editorials,  because  that  sort  of  thing  comes  out  very 
frequently. 

The  Chairman.  I  hope  there  is  not  frequent  occasion  for  it. 

Mr.  Danforth.  It  does  not  seem  to  me  that  that  editorial  ought 
to  go  in 

The  Chairman.  If  any;  member  of  the  committee  objects  to  that 
editorial,  and  wants  to  give  his  reasons  for  it,  I  will  not  put  it  in. 
If  nobody  objects  to  it,  it  will  go  in.  It  is  not  a  matter  to  justify  any 
lengthy  discussion. 

Mr.  Danforth.  If  it  has  not  anything  to  do  with  this  man's  testi- 
mony I  should  object  to  it  as  immaterial  and  irrelevant. 

The  Chairman.  Very  well;  it  will  not  go  in. 

Mr.  Danforth.  Mr.  Seldes,  how  old  are  you? 

Mr.  Seldes.  Twenty-one. 

Mr.  Danforth.  You  saw  this  list  two  years  ago,  in  1910? 

Mr.  SEiiDES.  Yes,  sir. 

Mr.  Danforth.  I  was  trying  to  find  out  what  you  were  doing  or 
what  you  were  asked  by  the  editor  to  do  in  connection  with  the 
list.  You  said  you  went  to  see  this  one  man  at  the  terminal  ware- 
house? 

Mr.  Seldes.  I  think  I  went  to  see  three  people.  I  know  I  saw  this 
man.  I  don't  remember  whether  I  saw  others  or  not.  They  were 
very  hard  to  trace — some  of  them. 

Mr.  Danforth.  And  you  went  there  to  get  his  story  ? 

Mr.  Seldes.  I  went  there  to  get  his  story. 

Mr.  Danforth.  Was  that  ever  published? 

Mr.  Seldes.  No;  it  was  not. 

Mr.  Danforth.  How  many  times  did  you  see  the  list? 

Mr.  Seldes.  I  think  I  saw  it — ^I  had  it  with  me  for  one  day,  and 
I  think  I  saw  it  twice  afterwards.  •  •     . 

Mr.  Danforth.  You  had  it  with  you  to  pick  out  the  names  of 
the  men,  so  that  you  could  interview  them? 

Mr.  Seldes.  Yes ;  and  also  so  that  I  could  show  it  to  them. 

Mr.  Danforth.  Also  what? 

Mr.  Seldes.  So  that  I  could  show  it  to  them.  - 

Mr.  McGillicuddy.  You  spoke  about  a  man,  just  as  I  came  in,  who 
had  been  discharged,  and  on  that  paper  it  wa?  stated  he  was  a  labor 
agitator. 

Mr.  Seldes.  I  don't  know  whether  it  was  stated  he  was  discharged 
for  cause  or  because  he  was  a  labor  agitator.  Those  were  the  two 
commonly  used  in  that  list. .  I  don't  know  wMch  was  against  that 
man's  name. 

Mr.  McGillicuddy.  As  a  matter  of  fact,  was  he  a  man  prominent 
in  labor  matters? 
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Mr.  Seldes.  I  think  I  asked  him  that. 

Mr.  McGiLLicuDDY.  You  can  not  say? 

Mr.  Seldes.  I  can  not  say  yes  or  no.  I  think  I  asked  him  that, 
and  I  think  he  said  it  was  for  being  in  some  union. 

Mr.  McGiLLicuDDT.  That  it  was  what? 

Mr.  Seldes.  I  think  he  said  he  was  in  a  union. 

Mr.  McGiLLicuDDT.  But  he  did  not  say  he  had  taken  any  promi- 
nent part  or  anything  of  that  kind? 

Mr.  Seldes.  I  don't  remember  whether  he  said  he  was  an  agitator 
or  not. 

Mr.  Young.  Was  he  employed  at  the  time  you  saw  him? 

Mr.  Seldes.  Yes;  he  was  employed  at  the  terminal  warehouse. 

Mr.  Gaedneh.  What  was  that  man's  name? 

Mr.  Seldes.  I  can  not  remember  his  name.  The  city  editor  has 
his  name  in  a  statement  that  I  made. 

Mr.  Young.  Who  did  this  terminal  warehouse  belong  to — to  what 
concern  ? 

Mr.  Seldes.  I  don't  know. 

Mr.  Young.  You  don't  know  for  whom  he  was  working? 

Mr.  Seldes.  I  think  it  was  a  tea  man  or  tea  importer — somebody — 
some  firm  in  the  terminal  warehouse. 

The  Chairman.  That  is  all,  Mr.  Seldes.    We  are  obliged  to  you. 

Mr.  Young.  Will  this  editor  be  subpoenaed  to  bring  this  paper? 

The  Chairman.  He  will. 

Mr.  Gardner.  That  will  include  having  him  come  in  person,  will 
it  not? 

Mr.  Young.  We  can  find  out 

The  Chairman.  The  chairman  of  this  committee  is  anxious  to  as- 
certain the  truth  and  only  the  simple  truth  about  this  matter.  I  see 
nothing  to  offend  anybody  in  attempting  to  prove  or  in  allowing  wit- 
nesses to  state  that  the  United  States  Steel  Corporation  is  employing 
foreigners,  instead  of  American  citizens,  and  is  deliberately  selecting 
them;  that  it  is  refusing  to  take  back  into  its  employ  men  who  are 
endeavoring  to  make  their  bargains  collectively  instead  of  individu- 
ally.   That  is  all  I  am  attempting  to  do. 

Mr.  Gardner.  I  see  a  very  high  objection  to  a  black  list  which 
excludes  men  on  account  of  being  labor  organizationists.  But  I 
object  extremely  to  evidence  being  brought  in  to  prove  that  thing 
which  is  obviously  not  the  best  evidence  which  we  can  get  on  the 
subject. 

The  Chairman.  I  want  to  get  the  best  evidence,  but  you  under- 
stand that  in  an  investigation  of  this  character  it  is  not  in  the 
province  of  any  man,  no  matter  how  diligent  or  how  tireless  he  may 
be,  to  always  procure  the  best  evidence  concerning  every  transaction 
covering  so  immense  a  concern  as  the  United  States  Steel  Corpora- 
tion. These  things  arise  incidentally,  and  I  get  the  best  evidence  I 
can  possibly  secure. 

As  we  are  investigating  for  the  purposes  of  information,  and  not 
for  the  purpose  of  inflicting  any  particular  penalty,  the  rules  here 
are  just  exactly  like  the  rules  governing  every  other  committee  in 
Congress.  They  are  more  lax,  they  are  less  technical,  than  rules 
operating  in  a  court  of  justice.    That,  I  think,  is  universally  known 
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to  any  man  who  has  ever  been  a  member  of  a  congressional  com- 
mittee. 

Mr.  Young.  As  long  as  we  are  going  into  this  labor  question,  I  see 
no  impropriety  in  offering  testimony  along  this  line,  but  I  think  it 
should  be  connected  with  the  Steel  Corporation.  That  is  the  trouble 
up  to  date. 

Mr.  Baetlett.  I  agree  with  you  thoroughly,  and  have  so  stated. 
But  I  do  not  believe  we  are  bound  down  to  the  strict  rules  of  evidence 
in  this  investigation.  When  evidence  that  is  injurious  to  anybody,  or 
which  develops  conditions  which  are  vicious  and  that  ought  not  to 
exist,  is  sought  to  be  brought  out,  and  it  is  undertaken  to  state  it  is 
froin  some  source  which  can  not  be  divulged,  I  take  the  position  I 
am  not  willing  to  accept  that  kind  of  testimony  unless  I  know  that 
source  and  unless  we  can  get  the  best  source. 

The  Chairman.  I  agree  with  you  entirely.  I  was  in  hopes  he 
might  be  able  to  sufficiently  identify  the  paper.  I  knew  but  little 
of  this  incident.  This  man  arrived  only  this  morning,  and  I  did  not 
have  the  opportunity  of  going  thoroughly  into  the  matter  before- 
hand. The  chairman  had  hoped  he  might,  by  stationery  or  by  the 
names  upon  the  paper — just  as  we  could  have  done  perhaps  without 
the  presence  of  the  gentleman  from  the  Steel  Corporation — have 
identified  these  advertisements.  I  hoped  he  might  be  able  to  do  it 
without  giving  the  name  of  his  informant,  and  if  it  could  have  been 
done  I  had  hoped  it  would  be  done.  If  not,  I  had  no  objection  to 
his  giving  the  name  of  the  informant. 

Mr.  Gakdnbe.  It  seems  to  me  very  material,  if  this  gentleman  is 
correct  in  supposing  people  would  be  discharged  because  they  were 
labor  agitators,  or  "  for  cause,"  for  us  to  ascertain  what  percentage 
were  thus  discharged. 

The  Chairman.  That  is  very  material;  I  quite  agree  with  you, 
and  I  hope  we  will  be  able  to  determine  that.  I  myself  am  anxious 
to  see  that  list,  and  shall  make  every  effort  to  obtain  it. 

STATEMENT  OF  J.  W.  ANAWALT. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  You  are  president  of  the  Union  Supply  Co.  ? 

Mr.  Ana  WALT.  I  am. 

The  Chairman.  That  company  was  what— the  Union  Supply  Co. 
(Ltd.)  ? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  What  company  is  this  you  bought?  Do  you  Imow 
what  companies  were  merged  into  this  Union  Supply  Co.? 

Mr.  Anawalt.  There  were  no  companies  merged  into  the  Union 
Supply  Co. 

The  Chairman.  Do  you  know  what  companies  it  has  purchased 
or  obtained  the  stock  of  ? 

Mr.  Anawalt.  I  do  not  Imow  that  I  could  name  all  of  them. 

The  Chairman.  You  first  purchased  the  assets  of  the  Union  Sup- 
ply Co.  (Ltd.)  on  March  31, 1902? 

Mr.  Anawalt.  I  believe  that  is  the  date. 

The  Chairman.  For  $913,000,  approximately? 

Mr.  Anawalt.  Those  are  approximately  the  figures. 
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The  Chairman.  I  will  read  you  here  a  statement  furnished  by  Mr. 
McRae  from  the  minutes  of  the  Union  Supply  Co. : 

Union  Supply  Co.  board  of  directors,  minutes,  and  stockholders'  minutes  as 
extracted.    Articles  of  incorporation  filed  March  24,  1902. 

Second  paragraph  thereof  provides  that — 

"  Said  corporation  Is  formed  for  the  purpose  of  dealing  in  all  kinds  of  mer- 
chandise at  retail." 

The  capital  stock  was  originally  $1,000,  and  was  later  increased  to  $500,000. 

Meeting  of  directors  March  22,  1902. 

PBOPOSITION    TO    UNION     STTPPLT    CO.      (LTD.). 

The  president  submitted  a' proposition,  dated  this  day,  to  be  made  to  the 
Union  Supply  Co.  (litd.),  whereby  this  company  offers  to  purchase  all  the  assets 
of  the  Union  Supply  Co.  (Ltd.),  as  they  are  on  March  31,  1902,  ^or  the  sum 
of  $913,066.66,  payable  as  follows:  $499,000  in  the  fully  paid-up  capital  stock 
of  this  company  at  par,  and  the  balance  of  $414,066.66  by  this  company  assum- 
ing and  agreeing  to  pay  that  amount  of  Indebtedness  of  the  Union  Supply  Co. 
(Ltd.),  this  company  to  take  over  all  assets,  real  and  personal,  including  real 
estate,  buildings,  merchandise,  fixtures,  supplies,  accounts,  and  bills  receivable 
and  cash  on  hand  of  the  said  Union  Supply  Co.  (Ltd.),  as  they  are  on  March  31, 
1902,  and  take  over  all  the  contracts  of  said  company  including  contracts  of  the 
employees. 

I  believe  you  also  purchased  the  Hecla  Supply  Co.  (Ltd.),  did  you? 

Mr.  Anawalt.  Yes. 

The  Chairman.  Consisting  of  Hecla  store  No.  1,  merchandise, 
fixtures,  etc.,  $10,218.05. 

Did  you  purchase  the  Trauger  store  ? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Consisting  of  merchandise,  fixtures,  etc., $11,799.62. 

Then  there  is  the  store  building  at  Hecla,  Pa.,  $3,000. 

Mr.  Anawalt.  Those  are  store  buildings,  in  connection  with  the 
stocks  you  have  just  mentioned. 

The  Chairman.  And  the  store  building  at  Trauger,  Pa.,  at  $3,500, 
making  in  all  $28,517.67. 

Now,  in  what  business  is  this  Union  Supply  Co.  engaged? 

^Ir.  Anawalt.  General  merchandise;  retail. 

The  Chairman.  What  is  it? 

Mr.  Anawalt.  The  business  of  retail  general  merchandise. 

The  Chairman.  It  is  a  subsidiary  of  the  United  States  Steel  Cor- 
poration ? 

Mr.  Anawalt.  Yes ;  practically. 

The  Chairman.  What  kind  of  merchandise  does  it  carry? 

Mr.  Anawalt.  Practically  everything  that  is  used  in  everyday 
life. 

The  Chairman.  Where  is  it  located?  Is  it  in  a  mining  commu- 
nity? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Do  you  carry  mining  supplies  ? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Who  are  your  principal  customers? 

Mr.-ANAWALT.  The  principal  customers  are  the  employees  of  the 
H.  C.  Frick  Coal  Co.,  and  other  mining  companies. 

The  Chairman.  Do  they  purchase  the  supplies  they  use  in  the 
mines,  as  well  as  clothing,  boots,  and  shoes,  and  so  forth  ? 

]Mr.  Anawalt.  Some  of  the  supplies  used  in  the  mines. 

The  Chairman.  Powder  and  things  of  that  kind? 
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Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  You  have  an  actual  capital  stock  of  $500,000? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Is  that  a  fair  valuation  of  the  value  of  your 
property? 

Mr.  Anawalt.  No ;  I  would  not  say  so.  I  do  not  think  it  is.  You 
ask  if  it  is  a  fair  valuation  of  the  value  of  the  property ;  it  is  not. 

The  Chairman.  Did  you  have  a  capital  stock  of  $500,000  at  the 
time  this  entry  was  made  ? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  That  was  your  capital  stock  at  that  time  ? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Have  you  many  persons  in  that  community  pur- 
chasing from  the  Union  Supply  Co.  who  are  not  miners  and  not 
engaged  in  the  mining  of  coal  ? 

Mr.  Anawalt.  We  have ;  yes. 

The  Chairman.  Are  there  many  people  in  that  community  that 
are  not  engaged  in  mining  coal  in  some  way,  or  connected  with  it, 
except  doctors  or  a  few  professional  men?  Are  there  any  other 
businesses  in  that  community  ? 

Mr.  Anat^alt.  We  have  a  considerable  farming  trade.  These 
plants  are  located,  a  good  many  of  them,  in  farming  districts,  and 
we  have,  in  addition  to  the  employees  of  the  mining  companies,  the 
usual  inhabitants  of  those  districts. 

The  Chairman.  What  per  cent  of  your  customers  are  employees  of 
the  company  and  what  per  cent  are  farmers  and  others  ? 

Mr.  Anawalt.  I  could  not  tell  you  that. 

The  Chairman.  Approximately  ? 

Mr.  Anawalt.  Probably  10  per  cent. 

The  Chairman.  Are  the  others  employees? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  I  notice  a  statement  of  the  dividends  of  the  Union 
Supply  Co.  from  May  27  to  December  28, 1903,  of  $250,000.  On  May 
27  you  declared  a  dividend  of  $50,000;  on  September  23,  $100,000; 
and  on  December  28,  1903,  $10"0,000. 

I  will  put  all  this  into  the  record,  but  to  save  time  I  simply  want 
to  refer  to  some  of  this. 

In  the  next  year,  1904,  I  find  you  declared  a  dividend  of  $250,000. 

These  additions  are  by  Mr.  MacEae,  and  they  can  be  verified. 

In  1905  you  declared  a  dividend  of  $405,000 ;  m  1906,  a  dividend  of 
$550,000;  in  1907,  a  dividend  of  $500,000;  in  1908,  a  dividend  of 
$320,000;  in  1909,  a  dividend  of  $440,000;  and  in  1910,  a  dividend 
of  $520,000. 

I  find  that  this  $500,000  concern  in  nine  years  declared  dividends 
amounting  to  $3,656,000.    That  appears  to  be  rather  a  good  business. 
Just  how  do  you  account  for  it? 
Mr.  Anawalt.  You  ask  me  how  I  account  for  it? 
The  Chairman.  Yes. 

Mr.  Anawalt.  I  would  account  for  these  dividends  on  the  volume 
of  business  we  do. 

Mr.  Reed.  I  would  suggest  to  the  committee  it  would  be  interesting 
to  know  whether  the  actual  capital  exceeds  the  nominal  capital  of  a 
half  million  dollars.    The  chairman  asked  him  if  that  fairly  repre- 
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sented  it,  and  he  said  it  did  not,  but  the  chairman  did  not  go  further 
into  that. 

Mr.  Babtlett.  You  have  a  capital  of  $500,000,  and  you  say  that 
does  not  fairly  represent  the  value  of  the  property.  What  is  the 
value  of  your  property? 

Mr.  Anawalt.  I  do  not  pretend  to  give  you  the  exact  fagures.  I 
do  not  have  them  at  hand,  but  from  my  knowledge  of  the  business 
I  would  say  we  probably  have  $2,000,000  invested  m  the  business. 

Mr.  Bartlett.  Invested? 

Mr.  Anawalt.  Invested  in  the  business. 

Mr.  Bartlett.  The  $500,000  represents  only  about  one-quarter  of 
the  value  of  the  property  ? 

Mr.  Ana  WALT.  Yes. 

Mr.  Bartlett.  So  you  have  a  stock  worth  4  to  1  ? 

Mr.  Ana  WALT.  We  have  store  properties — ^the  buildings  and  stocks 
of  merchandise  in  them — and  we  have  a  certain  amount  of  capital 
employed  in  conducting  the  business  all  the  time. 

Mr.  Gardner.  How  much  did  you  have  invested  in  your  business 
when  it  began  with  this  $500,000  capital? 

Mr.  Anawalt.  I  don't  know  that  I  am  prepared  to  answer  that 
question. 

Mr.  Gardner.  Give  us  the  best  guess  you  can. 

Mr.  Reed.  Mr.  Gardner  means  in  1902,  when  you  took  over  the 
limited  partnership. 

Mr.  Anawalt.  That  goes  back  to  1902,  and  I  could  not  answer 
that  question. 

Mf.  Gardner.  Did  you  have  property  worth  $500,000  ? 

Mr.  Anawalt.  Oh,  worth  more  than  that. 

Mr.  Gardner.  Worth  $750,000? 

Mr.  Anawalt.  I  would  say  more  than  that 

Mr.  Gardner.  Worth  $1,000,000?  Well,  say  somewhere  between 
$750,000  and  $1,250,000;  would  that  be  a  fair  estimate? 

Mr.  Anawalt.  I  would  not  pretend  to  answer  that  question  at  all, 
or  I  would  answer  that  question  in  this  way — that  our  investment 
has  always  been  in  proportion  to  the'  business  we  were  doing  at  the 
time.  I  do  not  remember  what  our  business  was  in  1902.  I  can  give 
you  a  pretty  close  guess  at  what  we  had  invested. 

Mr.  Gardner.  You  paid  a  dividend  amounting  to  $400,000  in  1903  ? 

Mr.  Reed.  $250,000. 

Mr.  Gardner.  I  beg  your  pardon;  I  did  not  mean  to  overstate  it. 
$250,000  in  1903? 

Mr.  Anawalt.  Yes. 

Mr.  Gardner.  Would  that  serve  as  any  indication  to  you  ? 

Mr.  Anawalt.  I  could  not  go  back  to  1903  and  from  memory  give 
you  figures  that  would  be  worth  anything. 

Mr.  Bartlett.  That  was  50  per  cent  upon  the  capital  stock,  was  it 
not,  Mr.  Gardner— $250,000? 

Mr.  Gardner.  Yes. 

Mr.  Anawalt.  That  would  probably  be  about  that. 

Mr.  Gardner.  That  is,  your  capital  stock  could  be  fairly  said  at 
that  time  to  be  a  true  representation  of  your  property  in  1902? 

Mr.  AijrAWALT.  Oh,  no. 

Mr.  Beall.  I  think  maybe  I  can  read  something  here  that  will 
clear  it  up. 
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Mr.  Gardner.  Go  ahead. 

Mr.  Beall.  It  seems  that  the  Union  Supply  Co.,  on  March  22, 
1902,  made  a  proposition  under  which  the  Union  Supply  Co.  (Ltd.) 
was  purchased  "  to  purchase  all  the  assets  of  the  Union  Supply  Co. 
(Ltd.),  as  they  are  on  March  31,  1902,  for  the  sum  of  $913,066.66, 
payable  as  follows :  Four  hundred  and  ninety-nine  thousand  dollars 
in  the  fully  paid  up  capital  stock  of  this  company  at  par  and  the  bal- 
ance of  $414,066.66,  by  this  company  assuming  and  agreeing  to  pay 
that  amount  of  the  indebtedness  of  the  Union  Supply  Co.  (Ltd.). 

Mr.  Gardner.  In  other  words,  when  you  began  business  you  had 
a  capital  stock  of  a  half-million  dollars  and  a  surplus  of  between 
$400,000  and  $500,000? 

Mr.  Beall.  About  $414,000. 

Mr.  Gardner.  And  that  was  left  in  the  business,  I  take  it.  That 
is,  they  began  with  $900,000  worth  of  property  and  obligations  ? 

Mr.  Beall.  Yes;  they  assumed  the  obligations. 

Mr.  Gardner.  On  $900,000  you  earned  $200,000  in  the  first  year? 

Mr.  Ana  WALT.  It  would  probably  be  well  for  me  to  state  here  that 
this  transfer  of  the  Union  Supply  Co.  (Ltd),  to  the  Union  Supply 
Co.  was  simply  the  continuance  of  a  business  that  had  been  estab- 
lished 20  years  prior  thereto.  The  letters  of  the  limited  company 
had  expired,  and  instead  of  renewing  them,  a  charter,  making  the 
concern  a  corporation  was  taken  out.  So  that  this  was  really  a  con- 
tinuance of  the  business. 

Mr.  Gardner.  I  quite  understand.  What  I  was  trying  to  get  at 
was  this,  to  be  perfectly  plain:  To  find  out  what  the  approximate 
valuation  of  your  property  was  in  1902.  Because  when  you  find 
dividends  as  large  as  that  you  want  to  get  at  some  explanation  in 
your  own  mind  why  they  are  as  large  as  that. 

It  may  be  because  your  real  estate  has  appreciated;  it  may  be  for 
a  great  many  different  reasons.  But  you  can  easily  see  that  it  is  an 
important  fact  for  us  to  find  out  whether  there  is  anything  that 
comes  from  the  fact  you  are  dealing  with  employees  of  the  United 
States  Steel  Corporation,  which  gave  you  excessive  returns,  or 
whether  it  is  a  fairly  competitive  business. 

All  these  things  are  material  in  finding  that  out. 

How  much  was  actually  invested  in  the  business? 

Mr.  Ana  WALT.  I  will  say  this 

Mr.  Gardner.  I  would  like  to  interject  just  a  question  that  would 
clear  my  own  mind.  He  said  when  he  was  asked  whether  it  was  a 
subsidiary  of  the  United  States  Steel  Corporation,  "  Yes,  practi- 
cally." 

What  did  you  mean  by  practically? 

Mr.  Ana  WALT.  Not  direct. 

Mr.  Gardner.  Who  owns  the  stock  in  the  Union  Supply  Co.  ? 

Mr.  Anawalt.  The  Carnegie  Steel  Co. 

Mr.  Gardner.  That  is  what  I  wanted  to  know.  I  wanted  to  see 
whether  you  were  directly  connected. 

Mr.  Young.  When  you  organized  this  corporation  was  there  any 
change  in  the  ownership  of  the  property  ? 

Mr.  Anawalt.  No  change  in  the  ownership. 

Mr.  Young.  It  belonged  to  the  Carnegie  Steel  Co.  before  that, 
and  under  its  new  form  as  a  corporation  it  still  belonged  to  them? 

Mr.  Anawalt.  That  is  correct. 
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Mr.  Young.  Did  you  have  any  thing  to  do  with  its  reorganization  ? 

Mr.  Ana  WALT.  I  believe  I  am  named  as  one  of  the  directors,  or 
prospective  directors,  who  applied  for  the  charter  of  the  new  com- 
pany. 

Mr.  Young.  Do  you  know  whether  the  ownership  ever  changed; 
whether  in  this  reorganization  you  attempted  in  these  figures  of 
$913,000  to  fix  the  real  value  of  the  property,  or  was  that  some  arbi- 
trary sum,  based  on  what  it  had  cost,  or  something  of  that  sort  ? 

Mr.  Anawalt.  I  had  nothing  to  do  with  that,  but  I  do  not  think 
there  was  any  attempt  made  to  fix  the  real  value. 

Mr.  Young.  I  asked  that  because  we  have  had  some  experience  with 
the  Carnegie  Co.  in  trying  to  find  out  what  was  its  book  value.  We 
found  it  really  meant  nothing.  It  was  a  sort  of  arbitrary  figure.  I 
wanted  to  find  if  it  was  the  same  thing  here. 

What  was  the  extent  of  business  per  year  you  did  in  1910,  for  in- 
stance, about,  when  you  made  these  large  profits  ? 

Mr.  Anawalt.  Practically  $4,000,000. 

Mr.  Young.  Can  you  remember  what  it  was  in  the  year  you 
started  in  1902? 

Mr.  Anawalt.  No  ;  I  don't  remember  that. 

Mr.  Young.  Do  you  remember  about  what  it  was  in  1909  ? 

Mr.  Anawalt.  I  can  not  answer  that  question,  except  I  believe 
1909  was  one  of  our  smaller  years  and  that  we  did  not  have  as  much 
business. 

Mr.  Young.  Do  you  remember  anything  about  1907,  which  was 
generally  a  boom  year,  until  toward  the  end  when  the  panic  struck 
us? 

Mr.  Anawalt.  In  1907  I  think  we  had  the  largest  business  prob- 
ably of  any  year. 

Mr.  Young.  Do  you  think  it  was  over  the  $4,000,000  that  you  had? 

Mr.  Anawalt.  I  do  not  know  that  it  overran  the  $4,000,000. 

Mr.  Young.  Do  you  sell  powder  and  fuse,  and  that  sort  of  stuff? 

Mr.  Anawalt.  We  do. 

Mr.  Young.  Is  that  sold  to  miners?  Do  they  take  contracts  and 
furnish  their  own  powder  and  fuse? 

Mr.  Anawalt.  That  is  sold  to  the  miner. 

Mr.  Young.  Then  you  sell  groceries  and  dry  goods? 

Mr.  Anawalt.  Yes,  sir. 

Mr.  Young.  And  clothing,  furnishing  goods,  and  things  of  that 
sort? 

Mr.  Anawalt.  Yes. 

Mr.  Young.  And  household  goods  ? 

Mr.  Anawalt.  Yes. 

Mr.  Young.  Hardware? 

Mr.  Anawalt.  Yes. 

Mr.  Young.  Is  there  anything  else  of  importance,  any  other  class 
of  goods? 

Mr.  Anawalt.  Meats;  you  might  name  them.  Of  course  that  goes 
mto  the  hvmg  of  every  man— meats  and  provisions  of  all  kinds. 

Mr.  Young.  Where  are  these  stores  situated? 

Mr.  Anawalt.  They  are  located  in  Westmoreland,  Favette  and 
Allegheny  Counties,  Pa.  '       j        ? 

Mr.  Young.  How  many  stores  are  there  altogether? 
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Mr.  Anawalt.  We  have  63  on  our  list;  I  believe  there  are  59 
active  stores. 

Mr.  Young.  Fifty-nine  stores? 

Mr.  Anawalt.  Yes,  sir. 

Mr.  Young.  These  are  situated  at  mining  locations? 

Mr.  Anawalt.  They  are. 

Mr.  Young.  All  of  them  ? 

Mr.  Anawalt.  AU  of  them ;  yes. 

Mr.  Young.  Are  they  all  at  coal  mines? 

Mr.  Anawalt.  Coal  mines  and  coke-producing  plants. 

Mr.  Young.  None  of  them  are  at  steel  mills  ? 

Mr.  Anawalt.  None  are  at  steel  mills. 

Mr.  Young.  At  any  of  these  places  have  you  any  competition  from 
outsiders  ? 

Mr.  Anawalt.  We  have  at  all  of  them. 

Mr.  Young.  Stores  owned  by  men  entirely  unconnected  with  the 
Steel  Corporation? 

Mr.  Anawalt.  Yes,  sir.  Let  me  add  to  that,  that  quite  a  number 
of  these  stores  are  located  right  at  and  close  to  some  of  the  larger 
towns,  where  of  course  we  have  to  compete  with  whatever  there  is  in 
the  way  of  business  in  those  places. 

Mr.  Young.  Do  the  other  stores  seU  powder  and  fuse  ? 

Mr.  Anawalt.  They  do. 

Mr.  Young.  Are  the  miners  at  liberty  to  trade  in  these  independent 
stores? 

Mr.  Anawalt.  They  certainly  are. 

Mr.  Young.  Are  they  at  liberty  to  trade  there  in  fuse  and  dyna- 
mite ? 

Mr.  Anawalt.  In  anything  they  may  want  to  buy. 

Mr.  Young.  Do  you  do  a  credit  business  ? 

Mr.  Anawalt.  To  some  extent. 

Mr.  Young.  When  you  sell  to  the  employees  of  some  subsidiary 
of  the  Steel  Corporation,  do  you  collect  those  bills  through  the  office 
of  the  company?  Are  they  taken  out  of  the  pay  before  the  man 
receives  his  pay? 

Mr.  Anawalt.  We  do  not ;  not  directly. 

Mr.  Young.  How  do  you  do  it  indirectly? 

Mr.  Anawalt.  The  employee  makes  an  assignment  to  the  Union 
Supply  Co.  We  take  that  assignment  ourselves,  and  in  exchange 
for  that  assignment  we  give  him  a  due  bill  which  is  good  for  the 
amount  of  the  assignment  at  any  of  our  stores,  making  that  duebill 
a  money  exchange  through  those  two  or  three  counties  wherever 
we  may  be  located ;  and  the  amount  of  that  assignment  is  paid  by  the 
mining  company  to  us. 

Mr.  Young.  Are  those  assignments  of  wages  to  accrue  in  advance? 

Mr.  Anawalt.  No. 

Mr.  Young.  You  only  do  that  when  the  wages  have  been  earned 
and  the  amount  determined? 

Mr.  Anawalt.  It  could  not  be  legally  done  otherwise. 

Mr.  Young.  Well,  there  might  be  some  doubt  about  that.  I  do 
not  know  what  the  law  of  Pennsylvania  is. 

Mr.  Anawalt.  Well,  that  is  the  law  of  Pennsylvania. 

Mr.  Young.  How  often  are  these  men  paid? 

Mr.  Anawalt.  Semimonthly. 

17042--NO.  47- 
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Mr.  Young.  How  long  before  the  pav  day  is  the  amount  ascer- 
tained so  you  can  take  any  assignments  f 

Mr.  Anawalt.  The  amount  can  be  ascertained  every  day. 

Mr.  Young.  But  when  is  it,  as  a  matter  of  fact,  that  you  know  it  and 
can  taken  an  assignment  and  give  a  duebill  in  its  place  ?  How  long 
before  pay  day? 

Mr.  Anawalt.  As  soon  as  the  man's  labor  for  the  day  is  entered 
upon  the  pay  roll  we  can  get  the  information. 

Mr.  Young.  How  do  you,  as  a  matter  of  practice,  get  it  and  how 
long  before  pay  day '( 

Mr.  Anawalt.  I  don't  know  as  I  understand  that  question  exactly. 

Mr.  Young.  You  do  not  take  these  assignments  from  day  to  day, 
as  the  men  go  on,  do  you  ? 

Mr.  Anawalt.  Oh,  yes. 

Mr.  Young.  I  understood  you  to  say  that  these  men — many  of 
them — were  working  on  contract? 

Mr.  Anamalt.  I  did  not  say  so. 

Mr.  Young.  I  asked  you  the  question  if  you  sold  the  men  fuse 
and  powder,  and  in  connection  with  that  I  asked  if  they  were  on 
contract,  and  I  understood  you  to  say  yes. 

Mr.  Anawalt.  I  misunderstood  your  question  if  I  answered  yes 
to  that.    What  do  you  mean  by  being  on  contract,  or  under  contract  ? 

Mr.  Young.  If  they  are  taking  out  coal,  that  is  coal  at  so  much 
a  ton,  and  if  driving  a  drift,  so  much  a  foot. 

Mr.  Anawalt.  I  do  not  know  that  they  are  under  any  contract, 
except  there  is  a  certain  scale  of  wages  paid  to  the  man  for  doing 
that  labor,  and  he  knows  when  he  goes  into  the  mine  that  is  what  he 
is  going  to  get. 

Mr.  Young.  And  yet  he  furnishes  his  own  mining  supplies — his 
powder  and  fuse? 

Mr.  Anawalt.  He  does. 

Mr.  Reed.  That  is  customary  throughout  the  district,  Mr.  Young. 

Mr.  Young.  That  is  what  I  wanted  to  get  at.  Then  he  is  paid 
by  the  ton,  or  by  the  foot,  or  something  of  that  kind ;  he  is  not  paid 
by  the  day? 

Mr.  Anawalt.  No;  he  is  paid  by  the  quantity  of  coal  he  gets  out. 

Mr.  Young.  Then  it  really  is  a  contract? 

Mr.  Anawalt.  You  might  call  it  that,  I  guess. 

Mr.  Young.  Are  there  any  other  charges  against  him  from  the  min- 
ing company  except  the  things  you  furnish  through  the  store,  in  his 
business  as  a  miner;  anything  else  he  has  to  pay  the  company  for? 

Mr.  Anawalt.  I  can  not  answer  that  question  as  a  matter  of  per- 
sonal knowledge.    I  am  not  interested  except  in  the  one  department. 

Mr.  Young.  Are  these  men  paid  twice  a  month  ? 

Mr.  Anawalt.  They  are. 

Mr.  Young.  Do  you  take  these  assignments  and  due  bills  from  all 
the  employees  with  whom  you  trade,  or  only  when  you  are  a  little 
afraid  of  the  man? 

Mr.  Anawalt.  Oh,  no ;  we  take  them  from  all. 

Mr.  Young.  So  you  really  do  not  trust  the  men  at  all  ? 

Mr.  Anawalt.  Well,  we  do  trust  the  men. 

Mr.  Young.  How,  if  you  have  an  assignment  of  his  money,  and 
you  know  each  day  how  much  it  Ip?    How  do  you  trust  him? 
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Mr.  Anawalt.  The  question  was  asked  if  we  did  any  credit  busi- 
ness. I  said  to  some  extent.  Now,  we  do  credit  most  of  those  people 
for  certain  things.  For  instance,  I  suppose  90  per  cent  of  our  peo- 
ple have  what  we  call  meat  books,  on  which  they  buy  anything  that 
IS  sold  through  our  meat  market  on  a  semimonthly  credit,  and  for 
that  we  get  no  "guaranty  until  the  end  of  that  period,  when  they  pay 
their  bills.  Then  they  make  an  assignment  and  get  these  due  bills 
and  pay  their  bills. 

Mr.  YoiXNG.  Is  there  any  difference  in  the  treatment  of  the  men 
by  the  company  when  they  trade  with  your  store  or  when  they  trade 
with  the  independents? 

Mr.  Anawalt.  I  am  not  on  that  side  of  the  house,  but  I  can  answer 
that  question  from  personal  knowledge,  I  think,  and  I  certainly  think 
there  is  not. 

Mr.  YoTJNG.  Do  you  ever  report  to  the  mining  company  that  such 
a  man  "  don't  trade  with  us  now ;  he  has  gone  off  to  John  Smith," 
or  whoever  the  competitor  may  be? 

Mr.  Anawalt.  It  would  not  be  worth  while  for  us  to  do  so. 

Mr.  Young.  Well,  do  you  do  so  ? 

Mr.  Anawalt.  We  do  not. 

Mr.  YoTTNG.  Do  the  men  make  any  objection  to  trading  at  these — ■ 
do  they  call  them  company  stores? 

Mr.  Anawalt.  Company  stores. 

Mr.  Young.  Do  they  make  any  objection  to  that  ? 

Mr.  Anawalt.  They  do  not.  It  would  not  be  necessary.  If  a 
man  don't  want  to  deal  with  the  store,  he  don't  do  it.  And  I  may 
just  add  there  that  the  mining  companies  have  large  numbers  of  men 
who  do  not. 

Mr.  Young.  Does  he  feel  under  any  moral  pressure  to  trade  at 
the  company  stores  ? 

Mr.  Anawalt.  I  should  think  not.  There  is  no  reason  why  he 
should. 

Mr.  Gaednee.  Does  he  feel  he  can  ingratiate  himself  with  his  em- 
ployer if  he  does? 

Mr.  Anawalt.  I  don't  think  so. 

Mr.  Beall.  Does  the  company  recognize  an  assignment  of  his 
wages  made  to  any  other  establishment  than  this  ? 

Mr.  Anawalt.  I  don't>  know  about  that.  I  should  think  they 
would  have  to,  if  it  was  made. 

Mr.  Beall.  You  are  in  a  position  to  secure  from  the  company  at 
any  time  you  desire  to  do  so  the  amount  of  wages  that  is  due  to  any 
particular  employee? 

Mr.  Anawalt.  We  can  do  that. 

Mr.  Beall.  Well,  I  presume  you  do  that  before  you  accept  one  ot 
his  assignments.  You  find  out  how  much  wage  is  actually  due  the 
man. 

Mr.  Anawalt.  That  is  necessarily  so ;  yes. 

Mr.  Beall.  Do  you  know  whether  the  same  privilege  would  be 
extended  to  any  independent  concern  with  whom  the  men  might  want 
to  trade?  Do  you  know  whether  that  information  is  available  for 
others  or  not?  ^  ,     ,   ,  ,      , 

Mr.  Anawalt.  I  don't  know  that  it  would  be ;  I  don't  know  about 

that. 
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Mr.  Beall.  Well,  without  that  information  you  would  not  feet 
safe  in  accepting  an  assignment,  would  you  ? 

Mr.  Ana  WALT.  We  would  feel  just  as  safe  as  an  independent  mer- 
chant, if  the  independent  merchant  credits  a  man  only  on  the 
knowledge  he  has  that  the  man  is  working  and  earning  something 
with  which  to  pay  his  bills;  and  we  would  credit  liim  under  the 
same  conditions,  and  do. 

Mr.  Beall.  But  you  are  not  content  to  give  credit  upon  that 
basis;  you  require  more  definite  information  than  that. 

Mr.  Ana  WALT.  We  have  done  so,  and  do  so. 

Mr.  Beall.  It  is  an  exceptional  case,  and  ordinarily  you  require 
this  assignment? 

Mr.  Anawalt.  Good  business  would  demand  that. 

Mr.  Beall.  Without  the  means  of  obtaining  information  as  to 
the  amount  due  him,  and  without  the  opportunity  to  secure  this 
assignment,  you  would  not  trade  with  him  as  you  do  now  ;  you  would 
not  sell  him  on  credit  to  the  same  extent  you  do  now  ? 

Mr.  Anawalt.  I  don't  know.  That  is  a  proposition  that  never 
came  before  me ;  but  I  am  free  to  say  that  with  most  of  those  people 
I  would  be  willing  to  credit  them. 

Mr.  Beall.  That  is,  you  would  be  willing  to  credit  the  ones  yoit 
personally  know? 

Mr.  Anawalt.  The  man  I  personally  know,  that  I  know  is  em- 
ployed and  earning  money  to  pay  his  bills  with ;  with  such  a  man  I 
would  take  the  same  chance  as  the  independent  merchant  does  with 
him. 

Mr.  Beall.  But  you  don't  do  it. 

Mr.  Anawalt.  No  ;  it  is  not  necessary  with  us. 

Mr.  Beall.  And  that  is  the  advantage  which  you  have  over  your 
competitors  ? 

Mr.  Anawalt.  We  have  that  advantage ;  yes. 

Mr.  Beall.  You  would  not  permit  the  managers  for  the  various 
stores,  the  59  stores,  to  extend  credit  generally  to  these  employees 
unless  you  had  the  opportunity  of  protecting  yourselves  by  getting 
an  assignment  of  their  wages. 

Mr.  Anawalt.  Not  indiscriminately;  no. 

Mr.  Gardner.  Does  the  company  deny  to  these  other  stores — I 
thought  you  said  the  company  accorded  the  same  privilege  to  the 
other  stores  that  they  accorded  to  you;  that  it  was  necessary  under 
the  law. 

Mr.  Anawalt.  I  said  they  would  possibly  have  to  accept  the 
assignment,  if  it  was  made. 

Mr.  Gardner.  Do  they  give  information  to  the  other  stores  in  the 
same  way  they  do  to  you? 

Mr.  Anawalt.  No ;  I  should  think  not. 

Mr.  Gardner.  That  is,  the  information  would  be  denied?  If  I 
were  one  of  your  competitors  and  I  went  to  the  company  and  said, 
"  Is  it  true  that  John  Jones  is  working  at  so  much  a  day,  and  that  he 
will  be  paid  on  the  15th,"  they  would  not  tell  me  whether  that  was 
so  or  not? 

Mr.  Anawalt.  That  information  would  be  given. 

Mr.  Gardner.  What  information  is  denied  to  them  that  is  eiven  to 
you?  ^ 
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Mr.  Anawalt.  I  do  not  know  that  there  is  any.  If  an  independent 
merchant  went  to  the  office  of  the  mining  company  and  asked  about 
the  earnings  of  certain  employees  I  think  it  would  be  given  to  him. 

Mr.  Gaednbr.  Suppose  he  telephoned,  would  it  be  given  to  him  ? 

Mr.  Anawalt.  I  think  it  would. 

Mr.  Gaednek.  Wherein  do  you  have  the  advantage  over  your  com- 
petitors? Do  the  companies  make  a  voluntary  statement  from  time 
to  time  to  your  concern  as  to  how  much  is  due  each  man,  and  who  the 
workmen  are? 

Mr.  Anawalt.  I  do  not  know  that  they  do. 

Mr.  Gaednee.  I  thought  you  said  to  Mr.  Beall  something  about 
that  was  one  of  the  advantages  which  you  have  over  your  competi- 
tors; I  thought  you  made  some  such  statement.  Now,  what  advan- 
tage did  you  refer  to  ? 

Mr.  Anawalt.  We  are  there,  we  are  right  on  the  ground,  we  are 
iti  touch  with  them ;  we  can  call  the  office  very  easily  and  ask  about  a 
man.  We  have  that  advantage  over  the  competitors  who  may  be  a 
half  mile  or  a  quarter  of  a  mile  away,  or  farther,  a  longer  distance. 

Mr.  Gardner.  Is  that  all  the  advantage — ^the  fact  that  he  has  got 
to  telephone  a  mile  and  you  have  to  telephone  only  across  the  street, 
perhaps  ? 

Mr.  Anawalt.  I  do  not  know  that  there  is  any  other  special  ad- 
vantage that  we  have. 

Mr.  Gardner.  How  do  you  account  for  these  very  large  profits  ? 

Mr.  Anawalt.  I  do  not  account  for  them  at  all ;  I  do  not  think  we 
have  them. 

Mr.  Reed.  That  is  not  a  very  intelligible  answer,  Mr.  Anawalt. 

Mr.  Anawalt.  He  asked  how  I  account  for  the  large  profits.  I 
do  not  think  we  have  a  large  profit. 

Mr.  Young.  You  have  paid  10  or  12  per  cent  to  your  stock- 
holders, according  to  your  statement,  as  to  what  the  dividends  were 
in  these  later  years. 

Mr.  Anawalt.  I  stick  to  my  answer. 

Mr.  Young.  You  do  not  think  that  is  an  unreasonable  profit? 

Mr.  Anawalt.  No. 

Mr.  Young.  In  the  way  you  do  business  you  do  not  have  any  losses. 

Mr.  Anawalt.  Practically  none. 

Mr.  Gardner.  When  pay  day  comes,  can  an  employee  go  to  the 
office  and  get  a  check  and  go  to  the  bank  and  get  his  money  if  he 
wants  it? 

Mr.  Anawalt.  On  pay  day  the  employee  is  paid  in  cash. 

Mr.  Gardner.  That  is  where  he  has  not  assigned  his  wages  to  the 
store  ? 

Mr.  Anawalt.  Where  he  has  not  assigned  his  wages. 

Mr.  Gardner.  He  can  hav«  his  choice  in  that  regard  ? 

Mr.  Anawalt.  He  has  his  choice.  Many  of  them  accept  it  by  not 
buying  anything  from  us. 

Mr.  Gardner.  I  have  not  got  it  through  my  head  yet  whether  you 
have  or  have  not  an  advantage  over  your  competitors,  from  the  fact 
that  you  are  a  subsidiary  to  the  Carnegie  Steel  Co. 

Mr.  Anawalt.  There  is  not  any  doubt  but  that  being  a  subsidiary, 
and  practically  belonging  to  the  same  family,  we  may  have  that  ad- 
vantage in  being  in  close  touch  with  these  people  there. 
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Mr.  Gardner.  In  what  ways  are  you  in  closer  touch  than  a  com- 
petitor ? 

Mr.  Anawalt.  We  know  them  a  little  better. 

Mr.  Gardner.  In  what  way  does  personal  acquaintance  help  you? 
Can  you  borrow  money  from  the  Carnegie  Steel  Co.  ? 

Mr.  AxAAVALT.  Xo;  we  do  not  do  that. 

Mr.  Sterling.  Do  you  get  their  business  by  giving  them  better  bar- 
gains, or  do  you  get  it  by  reason  of  the  fact  that  there  is  some  in- 
fluence exercised  over  them  to  induce  them  to  trade  at  your  store? 

Mr.  Anawalt.  We  get  their  business  by  giving  them  better  goods, 
or  at  least  as  good  quality  of  goods  as  they  can  buy  from  individuals. 
We  give  them  to  them  under  the  best  of  sanitary  and  other  good  con- 
ditions, and  at  least  at  as  low  prices,  and  in  many  instances  lower 
prices  than  they  can  buy  them  for  from  our  competitors. 

Mr.  Danfoeth.  Have  you  any  idea  of  the  proportion  of  these 
miners  dealing  with  your  competitors?  Could  you  give  the  per- 
centage ? 

Mr.  Anam'alt.  I  have  no  figures,  but  to  venture  an  estimate,  I 
would  say  pretty  nearly  100  per  cent  do  some  dealing  with  other 
people. 

Mr.  Daneokth.  Are  there  any  of  these  miners  or  their  families  who 
do  not  do  any  business  with  you  or  with  your  stores  ? 

Mr.  Anawalt.  Oh,  yes. 

Mr.  Danfoeth.  And  do.  all  their  business  with  your  competitors  ? 

Mr.  Anawalt.  Yes. 

Mr.  Danfoeth.  What  percentage  of  the  miners  and  their  families 
do  you  think  do  that? 

Mr.  Anawalt.  I  could  not  say  as  to  that.  That  varies  a  great  deal 
at  different  places. 

Mr.  Gardner.  I  suppose  a  woman  going  shopping  would  be  very 
apt  to  drop  in  the  various  stores,  yours  and  others,  and  might  buy 
at  one  and  buy  at  another? 

Mr.  Anawalt.  They  do  that. 

Mr.  Gardner.  According  to  whether  tHe  provisions  look  a  little 
more  attractive,  or  the  price  is  more  attractive.  That  might  vary 
from  time  to  time. 

Mr.  Beall.  Is  there  any  other  concern  that  has  a  chain  of  stores  in 
that  region,  which  is  your  competitor  at  different  places? 

Mr.' Anaavalt.  The  mining  companies  all  have  them. 

'Mr.  Beall.  In  that  region  there  are  different  mining  companies 
than  the  Carnegie  Co. 

Mr.  Anawalt.  There  are. 

Mr.  Beall.  Each  of  these  companies  has  its  chain  of  stores? 

Mr.  Anawalt.  Yes,  sir. 

Mr.  Beall.  Located  frequently  in  the  same  town  with  or  near 
yours  ? 

Mr.  Anawalt.  Yes. 

Mr.  Gardner.  What  percentage  of  your  goods  are  perishable? 

Mr.  Anawalt.  From  30  to  40  per  cent. 

Mr.  Gardner.  And  when  one  store  shows  a  likelihood  of  running 
short  it  is  supplied  by  some  other  store  in  the  same  chain,  is  it? 

Mr.  Anawalt.  That  is  sometimes  done. 

Mr.  McGn.LicuDDY.  I  understand  you  to  say  that  90  per  cent  of 
your  customers  were  steel  company  employees? 
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Mr.  Anawalt.  I  ventured  that  guess. 

Mr.  McGiLLicuDDY.  Are  your  stores  all  of  them  located  at  points 
where  there  are  employees  of  this  company?  You  have  no  stores  at 
any  other  points? 

Mr.  Anawalt.  We  have  no  stores  at  any  other  points. 

Mr.  McGiLLiCTiDDT.  So  that  90  per  cent  of  all  of  your  patrons  are 
employees  of  the  company? 

Mr.  Ana  WALT.  That  may  be  true. 

Mr.  McGiLLiCTJDDY.  Yes ;  approximately.  Now,  you  said  you  could 
not  give  them 

Mr.  Anawalt  (interposing).  Let  me  add  to  that,  please,  so  that 
you  will  understand:  These  plants,  many  of  them,  are  located  where 
there  are  very  few  people  except  the  employees. 

Mr.  McGiLLiCTJDDY.  I  understand  that. 

Mr.  Anawalt.  And  the  stores  are  there  for  that  reason. 

Mr.  McGiLLicuDDY.  If  you  can  give  customers  goods  at  such  ad- 
vantageous prices  as  you  say  and  still  make  a  good  profit,  why  don't 
you  do  business  generally  in  other  places,  instead  of  just  at  places 
where  you  have  employees  of  these  companies  as  patrons? 

Mr.  Anawalt.  That  question  has  been  considered. 

Mr.  McGiLLicTJDDY.  Why  don't  you  do  business  elsewhere  if  it  is 
profitable,  and  you  have  no  particular  advantages  there? 

Mr.  Anawalt.  For  the  reason  that  we  are  not  in  the  mercantile 
business  so  much  from  choice  as  we  are  from  a  matter  of  necessity. 

Mr.  McGiLLicxJDDY.  Is  that  your  answer? 

Mr.  Anawalt.  That  is  the  answer. 

Mr.  McGiLLicTJDDY.  Have  you  ever  tried  it  anywhere  else;  ever 
tried  any  stores  anywhere  except  where  you  have  these  employees 
for  patrons? 

Mr.  Anawalt.  We  have,  as  I  answered  before,  stores  located  where 
we  are  close  to  other  people,  and  we  get  some  of  their  business. 

Mr.  McGiLLicuDDY.  Have  you  any  stores  located  in  any  localities 
where  there  are  no  steel  company  employees  ? 

Mr.  Anawalt.  No. 

Mr.  McGiLLiCTJDDY.  What  I  want  to  know  is,  if  it  is  such  a  profita- 
able  business  and  you  have  no  advantages  where  the  employees  are, 
why  don't  5'ou  go  somewhere  besides  where  there  are  these  employees  ? 

Mr.  Anawalt.  I  answered  that  question  by  saying  we  are  not  in 
the  mercantile  business  from  choice,  but  we  are  in  the  mercantile 
business  as  a  matter  of  necessity  so  far  as  the  operating  of  those 
plants  is  concerned. 

Mr.  McGiLLicuDDY.  What  is  the  necessity  to  the  steel  company?'' 
Could  not  these  people  get  their  goods  at  other  places  if  you  Should 
go  out  of  business  altogether?  _   '. 

Mr.  Anawalt.  They  have  not  found  it  possible  to  do  so  satisfac- 
torily. 

Mr.  McGiLLicuDDY.  You  have  not  given  them  any  chance  to  do  it. 

Mr.  Anawalt.  They  have  had  a  chance  to  try  it. 

Mr.  McGiLLiCTJDDY.  Where? 

Mr.  Anawalt.  You  want  specific  instances? 

Mr.  McGiLLiCTJDDY.  Certainly.    I  asked  you  where? 

Mr.  Anawalt.  We  have  three  places  in  operation  to-day  that 
were  opened  and  started  because  of  a  petition  circulated  and  pre- 
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sented  to  us  by  employees  of  the  mining  company  requesting  us  to 
do  so. 

Mr.  McGiLLicTJDDT.  Is  that  all? 

Mr.  An^awalt.  We  have  had  instances  within  the  past  year — two 
that  I  have  in  mind  now — where  the  company  attempted  to  operate 
their  plants  and  could  not  get  the  men  to  do  it  imtil  we  established 
our  stores  which  had  been  closed  on  account  of  the  plants  being 
closed  down  and  people  having  gone  away. 

Mr.  McGn^icuDDY.  That  is  the  only  reason  you  limit  yourselves 
to  places  where  the  company  does  business? 

Mr.  Anawalt.  That  is  it. 

Mr.  Baetlett.  I  would  like  to  ask  a  question  right  there.  You 
had  a  capital  stock  of  $1,000  and  it  was  later  increased  to  $500,000. 
Now,  on  March  31, 1902,  when  you  purchased  the  assets  of  the  Union 
Supply  Co.  (Ltd.)  you  purchased  them  for  $913,066.66.  That  is 
what  you  agreed  to  pay.  You  issued  to  them  $499,000  of  the  capital 
stock  of  your  company  and  the  balance  of  that  $913,066.66,  which  was 
the  purchase  price  of  the  Union  Supply  Co.  (Ltd.) — $414,066.66 — 
was  what  you  agreed  to  pay  for  the  debts  that  they  owed;  is  that 
true? 

That  is  what  it  stands  in  this  statement.  While  you  agreed  to  pay 
$913,066.66  for  purchasing  the  business  of  the  Union  Supply  Co. 
(Ltd.),  of  that  $913,066.66  part  of  the  purchase  price  which  came 
off  of  it  was  $414,066.66,  which  were  the  debts  which  you  assumed. 

You  did  not  pay  them  that  amount  and  then  pay  the  debts  in  ad- 
dition, did  you? 

Mr.  Anawalt.  I  can  not  answer  as  to  those  figures  there.  As  I 
explained  a  while  ago,  that  was  only  a  mattter  of  changing  a  limited 
partnership  over  to  a  corporation  that  belonged  to  the  same  people. 
I  don't  know  what  those  figures  are.  They  may  have  been  taken 
from  the  books.    I  don't  know. 

Mr.  Bartlett.  This  seems  to  have  been  taken  from  the  minutes. 
We  proceeded  along  here  for  a  while  on  the  idea  that  you  had  a 
capital  investment  of  $913,000,  because  that  was  the  price  according 
to  these  minutes  which  you  agreed  to  pay  the  other  company  for  ite 
assets  and  business.  But  it  appears  from  those  minutes  that  of  the 
$913,000  you  had  agreed  to  pay  $499,000  in  the  capital  stock  of  the 
company  at  par  and  the  balance  by  your  assuming  the  debts  of  the 
company  which  you  purchased.  That  being  true,  then,  the  $414,000, 
whatever  the  difference  was,  you  agreed  to  pay  for  the  liabilities,  and 
that  would  not  be  a  part  of  your  capital  stock,  would  it?  In  other 
words  it  would  become  a  liability,  would  it  not? 

Mr.  Reed.  It  is  as  if  there  was  paid  a  half  million  to  one  person 
and  $400,000  to  another  person. 

Ml-.  Gardner.  It  would  be  an  investment  like  an  income  from 
bonds. 

Mr.  Bartlett.  What  is  the  market  value  of  the  stock  ?  If  any  has 
been  sold,  what  did  it  sell  for? 

Mr.  Anawalt.  I  do  not  know  that  it  has  any  market  value. 

Mr.  Bartlett.  The  shares  are  issued,  are  they  not  ? 

Mr.  Anawalt.  They  are  issued. 

Mr.  Bartlett.  There  are  none  on  the  market  and  none  sold? 

Mr.  Anaavalt.  No,  sir. 
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Mr.  Danfoeth.  The  situation,  as  I  understand  it,  is  that  when  you 
made  the  transfer  from  the  limited  company  to  the  corporation  you 
took  over  $900,000  and  odd  worth  of  property.  You  paid  for  that 
by  issuing  $500,000  worth  of  stock  and  assuming  the  liabilities  up 
to  something  like  $414,000. 

Mr.  Anawalt.  That,  I  believe,  is  what  the  minutes  show. 

Mr.  Danfokth.  That  is  the  situation,  is  it  not;  that  was  the 
situation  ? 

Mr.  Anawalt.  I  can  not  say  as  to  that. 

Mr.  Danfoeth.  That  would  apparently  be  the  situation  from  the 
face  of  the  minutes. 

Mr.  Baetlett.  You  did  not  pay  them  $913,000  and  pay  the  debts, 
too,  in  addition,  of  $414,000.    That  was  not  the  trade? 

Mr.  Anawalt.  I  don't  know ;  I  can  not  see  that  as  you  do. 

Mr.  Bartlett.  Have  you  no  personal  knowledge  about  the  matter  ? 

Mr.  Anawalt.  I  can  not  see  there  is  any  trade  in  it  at  all.  It 
was  only  a  matter  of  trading  dollars.  It  was  only  a  matter  of  turn- 
ing the  same  concern  over  into  a  corporation  which  had  formerly 
been  a  limited  partnership.  I  do  not  know  how  those  figures  were 
fixed  at  that  time.    It  may  have  been  a  guess. 

Mr.  Danfoeth.  The  books  must  have  shown  these  figures  at  that 
time? 

Mr.  Anawalt.  That  might  be  true. 

Mr.  Danfoeth.  Shown  the  amount  of  liabilities  and  the  amount 
of  property? 

Mr.  Anawalt.  That  would  be  a  question  of  bookkeeping.  I  can 
not  answer  that. 

Mr.  Bartlett.  You  have  no  personal  knowledge? 

Mr.  Anawalt.  Not  of  that  transaction. 

Mr.  Baetlett.  You  have  no  personal  knowledge  of  the  organiza- 
tion of  the  Union  Supply  Co.  ?  How  long  have  you  been  one  of  its 
officers?     Since  its  organization? 

Mr.  Anawalt.  I  have  been  an  officer  since  1891,  but  up  iintil  1903 
I  was  its  general  superintendent,  in  charge  of  operations  in  the  field, 
and  knew  very  little  about  this  bookkeeping  question. 

Mr.  Bartlett."  You  did  not  know  anything  about  the  reorganiza- 
tion of  the  old  company  into  the  new  ? 

Mr.  Anawalt.  I  knew  that  they  did  that. 

Mr.  Baetlett.  And  you  took  no  personal  part  in  it? 

Mr.  Anawalt.  I  took  no  personal  part  in  it. 

Mr.  Baetlett.  And  was  not  an  ofiicer  of  either  corporation  at  the 
time? 

Mr.  Anawalt.  I  was  the  general  superintendent  of  the  Union  Sup- 
ply Co.  (Ltd.),  and  became  the  general  superintendent  of  the  Union 
Supply  Co.  at  that  time. 

Mr.  Baetlett.  What  were  your  duties  as  general  superintendent? 

Mr.  Anawalt.  I  said  I  was  in  charge  of  operations  in  the  field. 

Mr.  Baetlett.  But  you  knew  nothing  about  the  plan  of  the  reor- 
ganization of  the  Supply  Co.  (Ltd.)  into  the  new  company? 

Mr.  Anawalt.  I  did  not. 

Mr.  Baetlett.  And  had  no  stock  in  either  one  ? 

Mr.  Anawalt.  I  became  a  stockholder,  I  believe — that  is,  I  be- 
came a  director  in  the  new  company  at  that  time. 
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Mr.  Baktle-tt.  And  was  not  one  in  the  old?  Was  the  old  one  a 
partnership  or  a  corporation? 

Mr.  Ana  WALT.  A  partnership. 

Mr.  Babtlett.  Were  you  one  of  the  partners  of  the  Supply  Co. 
(Ltd.)  before  the  formation  of  this  corporation? 

Mr.  Ana  WALT.  I  am  not  positive  about  that,  but  I  think  not.  _ 

Mr.  Baktlett.  Your  first  connection  as  having  a  pecuniary  inter- 
est was  after  the  formation  of  the  new  company  ? 

Mr.  Ana  WALT.  Yes ;  I  have  never  been  interested  pecuniarily. 

Mr.  Gardner.  Did  the  witness  understand  the  question?  I  think 
he  testified  that  the  whole  pecuniary  interest  was  held  by  the  Car- 
negie Steel  Co. 

Mr.  Ana  WALT.  That  is  true. 

Mr.  Gardner.  Mr.  Bartlett  asked  you  whether  your  first  pecunary 
interest  in  the  company  was  after  its  reorganization,  and  you  said 
yes. 

Mr.  Bartlett.  He  said  he  was  a  stocldiolder. 

Mr.  Ana  WALT.  I  said  I  was  a  director  in  the  new  company.  I  had 
to  have  a  qualifying  share  of  stock  in  order  to  be  a  director.  That  is 
required  by  the  by-laws. 

Mr.  Young.  As  a  matter  of  fact,  the  stock  really  belonged  to  the 
Carnegie  Co.? 

Mr.  Reed.  It  was  the  general  arrangement. 

Before  the  committee  finishes  with  the  witness  I  wish  to  request 
that  somebody  ask  him  how  the  profits  of  this  corporation  or  of  the 
business  which  it  has  done  compare  with  the  profits  of  other  mercan- 
tile businesses  in  the  same  district  with  similar  businesses. 

Mr.  Young.  I  will  ask  him  that  question,  if  he  knows.  I  do  not 
suppose  he  would  know  much  about  the  others,  unless  he  is  interested 
in  some. 

Mr.  Anawalt.  I  have  already  made  the  statement  that  our  mer- 
chandise is  sold  at  equally  low  and  in  many  instances  lower  prices 
than  other  people  sell  it  at.  After  all  it  would  become  a  question 
of  management  and  expense  in  handling  the  business  as  to  what  the 
net  profits  might  be,  of  course. 

Mr.  Gardner.  Have  you  any  knowledge  of  what  kre  the  net  profits 
in  other  mercantile  establishments  of  like  kind  in  your  district? 

Mr.  Anawalt.  I  have  of  some  of  them. 

Mr.  Gardner.  Will  you  specify? 

Mr.  Anawalt.  I  do  not  believe  there  are  any  of  them  that  make 
any  less  money  in  per  cent  of  profits  than  we  do. 

Mr.  Young.  It  would  depend  on  the  trading  ? 

Mr.  Anawalt.  Yes.  Speaking  of  this  question  of  prices,  the 
gentleman  asked  me  about  the  supplying  of  powder:  The  principal 
explosive  used  by  the  miners  at  present  is  sold  by  our  concern  at  a 
very  low  rate  of  profit. 

Mr.  Beall.  What  grade  of  powder  is  it? 

Mr.  Anawalt.  The  mining  company  are  using  Monobel.  That  is 
a  so-called  safety  explosive. 

Mr.  Young.  What  do  you  get  for  it  ? 

Mr.  Anawalt.  We  are  selling  that  to  the  miner  at  the  present 
time  at  6^  cents  a  stick,  or  rather  4  sticks  for  25  cents. 

Mr.  Young.  How  much  do  4  sticks  weigh? 
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Mr.  Ana  WALT.  About  2  pounds.  A  better  way  to  put  that  is,  1^ 
by  8  inches,  Monobel— — 

Mr.  Beall.  That  is  about  12^  cents  a  pound  ? 

Mr.  Anawalt.  Yes. 

Mr.  Danfokth.  Do  you  know  what  the  other  independent  mer- 
chants sell  that  same  explosive  for ;  what  their  price  is  ? 

Mr.  Anawalt.  I  do  not,  except  I  know  it  is  more  than  ours.  I 
can  not  tell  you  the  exact  price.    I  will  say  it  is  more  than  our  price. 

Mr.  Beall.  You  have  already  stated  you  have  competitors  that 
were  members  of  a  like  chain  of  stores  belonging  to  other  coal  com- 
panies. Do  you  know  whether  they  issue  these  orders  or  give  these 
assignments,  whether  their  employees  give  these  assignments  of 
wages,  in  these  other  stores  ? 

Mr.  Anawalt.  I  think  most  of  them  do. 

Mr.  Beall.  If  one  of  the  employees  of  one  of  these  other  stores 
should  come  into  your  establishment,  would  you  take  an  assignment 
of  wages  from  him  ?    Do  you  do  it  ? 

Mr.  Anawalt.  I  do  not  know  that  we  would.  In  the  first  place 
I  would  not  know  the  man  at  all ;  am  not  likely  to  know  him. 

Mr.  Beall.  Then  I  understand  you  do  not  do  that  ? 

Mr.  Anawalt.  No. 

Mr.  Beall.  If  you  were  disposed  to  do  it,  could  you  get  informa- 
tion from  these  rival  companies  as  to  the  amount  of  wages  due  him? 

Mr.  Anawalt.  That  I  do  not  know;  that  I  have  never  tried. 

Mr.  Beall.  Have  you  ever  tried  it,  after  20  years'  experience  in 
this  work? 

Mr.  Anawalt.  No. 

Mr.  Beall.  You  have  never  tried  to  get  an  assignment  of  wages 
from  an  employee  of  any  of  these  other  companies? 

Mr.  Anawalt.  Never  tried  that;  no. 

Mr.  Beall.  You  have  never  sought  to  obtain  from  these  other 
companies  information  as  to  the  amount  of  wages  due  one  of  their 
employees  ? 

Mr.  Anawalt.  No. 

Mr.  Beall.  And  you  do  not  think,  as  a  matter  of  fact,  that  these 
opposition  concerns  could  obtain  from  your  coal  company  the  infor- 
mation that  you  say  you  have  never  sought  to  obtain  from  their  coal 
company  ? 

Mr.  Anawalt.  I  think  they  could.  I  do  not  know  of  any  reason 
why  it  should  be  denied  them,  if  they  wanted  to  know. 

Mr.  Beall.  Why  is  it  you  have  never  asked  for  it?  Naturally, 
you  desire  to  sell  as  many  goods  as  possible,  and  there  are,  say,  hun- 
dreds and  thousands  of  employees  around  about  you  that  are  work- 
ing for  other  concerns;  they  are  getting  wages,  and  you  naturally 
would  want  to  get  some  of  that  business.  Why  is  it  that  you  have 
not  secured  that  business? 

Mr.  Anawalt.  Well,  but  I  do  not  know  that  we  do  want  to. 

Mr.  Beall.  You  have  your  concerns  open.  You  are  selling,  and 
sell  to  anybody? 

Mr.  Anawalt.  I  stated  those  concerns  were  there,  many  of  them 
as  a  matter  of  necessity,  to  supply  those  people  with  their  wants 
and  needs. 

Mr.  Beall.  Inasmuch  as  you  have  the  concerns  there  you  want  to 
make  just  as  much  profit  out  of  them  as  you  can,  don't  you? 
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Mr.  An  A  WALT.  Yes. 

Mr.  Beall.  And  the  more  customers  you  can  secure  the  more  your 
profits  will  be ;  and  if  the  way  was  open  and  clear  and  plain  by  which 
you  could  handle  these  assignments  from  the  miners  of  these  oppos- 
ing companies,  you  would  do  it,  would  you  not  ? 

Mr.  Ana  WALT.  I  would  be  very  glad  to  accept  the  assignment  of 
an  employee  of  some  other  company  if  he  would  come  to  us  and 
offer  it. 

Mr.  Beall.  There  is  some  reason  why  it  is  not  done  ? 

Mr.  Ana  WALT.  Well,  it  is  not  convenient — it  would  not  be  con- 
venient to  the  employee  himself. 

Mr.  Beall.  But  oftentimes  his  store  is  right  close  to  yours,  is  it 
not? 

Mr.  Anawalt.  Not  right  alongside  of  us ;  not  as  convenient  to  the 
employee  as  the  store  of  his  own  plant  would  be. 

Mr.  Beall.  Is  it  not  a  fact  that  some  of  them  might  live  more 
conveniently  to  your  stores  than  to  their  own  company's  stores  ? 

Mr.  Anawalt.  That  is  true. 

Mr.  Gakdnee.  Are  your  stores  mostly  on  your  own  plant  ? 

Mr.  ANAA^'ALT.  Mostly  on  the  plants. 

Mr.  Gardner.  And  the  others  are  mostly  on  their  own  plants? 

Mr.  Anawalt.  Yes.  They  are  made  ]ust  as  convenient  to  the 
people  as  they  possible  can  be  made. 

Mr.  Beall.  How  close  together  are  any  of  these  stores,  your  store 
and  the  opposition  stores  ? 

Mr.  Anawalt.  I  don't  know.  A  coal  plant  usually  has  an  acreage 
of  several  hundred  acres  of  coal,  and  the  next  plant  would  have  to 
be  on  a  similar  field.     We  have  them  within  a  mile  of  us. 

Mr.  Beall.  Do  the  miners  of  your  company  all  live  on  the 
property  of  the  coal  company? 

Mr.  Anawalt.  Not  all ;  most  of  them  in  most  cases. 

Mr.  Beall.  Will  you  say  as  a  general  rule  that  in  so  far  as  your 
employees  are  concerned  you  have  the  advantage  in  securing  their 
custom;  you  have  an  advantage  over  your  rivals  in  addition  to  the 
location  ? 

Mr.  Anawalt.  I  do  not  Imow  what  it  would  be. 

Mr.  Beall.  You  do  have  the  opportunity  to  secure  these  assign- 
ments of  wages  ? 

Mr.  Anawalt.  We  do  that 

Mr.  Beall.  That  your  rival  does  not  have  in  so  far  as  your  mine 
is  concerned? 

Mr.  Anawalt.  Yes ;  but  it  is  not 

Mr.  Beall  (interposing).  But  you  do  not  have  the  same  oppor- 
tunity in  so  far  as  his  mine  is  concerned  ? 

Mr.  Anawalt.  But  it  is  not  necessary  for  the  man  to  have  this 
assignment  of  wages. 

Mr.  Beall.  But  it  is  very  con\enient.  It  frequently  happens 
that  it  is  almost  necessary  for  him  to  operate  in  that  way. 

Mr.  Anawalt.  That  might  happen  in  some  cases,  but  not  fre- 
quently and  not  in  a  majority  of  cases. 

Mr.  Beall.  What  class  of  people  are  these  employees  generally, 
in  these  coal  mines,  what  nationality?  Is  there  any  large  per  cent 
of  Syrians  among  them? 
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Mr.  Anawalt.  We  have  all  nationalities;  I  would  say  practically 
all. 

Mr.  Beall.  a  great  many  Poles  and  Hungarians  ? 

Mr.  Anawalt.  We  have  a  good  many  Poles  and  a  good  many 
Hungarians. 

Mr.  Beall.  The  great  majority  of  employees  in  coal  mines  are 
foreigners? 

Mr.  Anawalt.  In  all  coal  mines  I  guess  at  the  present  time. 

Mr.  Beall.  And  a  great  many  different  languages  are  spoken  ? 

Mr.  Anawalt.  Yes. 

Mr.  Beall.  They  do  not  get  very  extravagant  wages  do  they — the 
coal  miners  ? 

Mr.  Anawalt.  I  think  they  get  very  fair  wages. 

Mr.  Beall.  Do  a  great  number  of  them  become  exhausted  of  their 
wages  before  pay  day  and  come  to  the  store  and  give  these  assign- 
ments of  wages? 

Mr.  Anawalt.  Not  very  many  of  them. 

Mr.  Beall.  Only  a  small  percentage  of  employees  trade  with  you 
upon  the  basis  of  assignment  of  wages  ? 

Mr.  Anawalt.  Most  of  them  make  the  assignment  of  wages  as  a 
matter  of  convenience,  I  think,  as  much  as  for  any  other  reason. 
I  will  further  add  that  I  think  the  majority  of  employees  of  the 
mining  companies  who  deal  with  us  could  get  credit  elsewhere. 

Mr.  Beall.  What  is  the  element  of  convenience  to  get  this  certifi- 
cate for  assignment  of  wages?  They  do  that  and  it  passes  current 
as  money  ? 

Mr.  Anawalt.  That  is  it. 

Mr.  Beall.  It  would  ordinarily  happen  that  before  a  man  would 
make  an  assignment  of  wages  his  money  would  be  exhausted,  would 
it  not  ?  It  would  be  necessary  ?  That  would  be  the  only  reason  that 
would  prompt  him  to  accept  one  of  these  certificates  in  preference 
to  waiting  until  pay  day  and  accepting  the  money  ? 

Mr.  Anawalt.'  That  is  not  the  only  reason. 

Mr.  Beall.  What  use  would  they  have  for  it  except  to  use  it  for 
money  ? 

Mr.  Anawalt.  I  know  there  are  a  great  many  of  theni  who  have 
very  nice  bank  accounts  and  at  the  same  time  are  making  assign- 
ments every  two  weeks  right  along,  as  they  need  their  stuflfT 

It  is  very  convenient  for  a  man  to  walk  into  the  store  and  ask  for 
an  assignment  for  a  dollar  if  he  wants  to  buy  a  few  goods  at  the 
store.  He  may  not  have  the  dollar  in  his  pocket,  but  he  may  have — 
frequently  they  do  have — but  when  he  makes  the  assignment  he 
makes  that  on  wages  that  are  due  him.  He  does  not  make  it  on 
he  money  he  has  in  his  pocket,  and  he  can  make  use  of  that  dollar 
possibly  some  other  way,  or  he  prefers  to  have  the  dollar  and  have 
the  assignment  against  the  wages  that  he  will  be  paid,  or  should  be 
paid,  within  10  days  or  so. 

Mr.  Beall.  What  sort  of  a  certificate  is  given  to  him? 

Mr.  Anawalt.  It  is  a  small  punch  check,  as  we  call  it,  calling  for 
one  or  two  dollars'  worth  of  goods,  or  $5. 

Mr.  Beall.  Say  it  is  $5.  Then,  has  it  got  a  column  over  here 
5  cents,  10  cents,  25  cents,  50  cents,  and  $1,  and  so  on,  that  you 
can  punch? 


3102  UNITED   STATES   STEEL   CORPOBATION. 

Mr.  Anawalt.  In  the  case  of  a  $5  check  they  are  numbered  from 
1  to  500.  We  use  that  particular  check  or  order  so  that  the  cus- 
tomer can  readily  see  at  all  times  what  has  been  taken  off  his  check 
for  each  purchase.  In  other  words,  our  business  is  open  and  above- 
board.  We  make  no  sales  for  which  we  do  not  make  a  bill  in  du- 
plicate and  give  the  customer  one  copy  of  it. 

If  there  is  a  child  comes  to  the  store  with  this  order,  or  a  woman, 
and  the  man  at  home  wants  to  see  what  she  has  been  doing  when  she 
gets  home,  she  shows  the  bill  and  shows  this  check,  showing  that 
the  amount  was  punched  from  the  check  that  the  bill  calls  for.  It 
aids  in  correcting  errors  and  in  preventing  disputes  as  to  what  your 
dealings  might  have  been. 

I  think  that  is  another  reason  why  many  of  these  people  prefer 
to  use  the  store  order,  because  they  have  always  got  in  their  hands 
the  evidence  of  their  dealing  and  what  their  last  purchase  was. 

The  Chaiejiax.  These  stores  are  located  at  mines,  are  they  not? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Eight  near  the  mines?  What  is  the  character  of 
these  stores,  or  these  buildings?  I  see  in  the  minutes  here  there 
are  three  of  them,  where  estimates  are  given.  The  building  at 
Hecla,  Pa.,  has  a  value  of  $3,000,  and  that  at  Trauger,  $3,500.  Does 
that  price  include  the  building  and  grounds? 

Mr.  Anawalt.  Yes.  That  is  a  very  low  valuation,  I  would  say, 
on  those  properties. 

The  Chairiman.  How  did  you  happen,  if  you  had  sixty-odd  stores, 
to  value  two  of  them  here — the  two  that  I  have  mentioned — under 
the  heading  in  these  minutes  "  Purchased  stores  of  Hecla  Supply 
Co.  (Ltd.)  as  follows"? 

Mr.  Anawalt.  That  was  the  purchase  price  of  those  buildings. 

The  Chairman.  Was  the  Hecla  Co.  another  company,  not  con- 
nected with  the  Steel  Corporation? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  And  these  prices  are  what  you  paid  the  Hecla  Co. 
for  the  different  stores  and  goods? 

Mr.  AxAWALT.  That  is  it. 

The  Chairman.  How  did  the  Hecla  Co.'s  stores  compare  in  size  and 
character  with  the  other  stores — the  other  60  stores  that  you  own  ? 

Mr.  Anawalt.  Very  poorly,  the  majority  of  them. 

The  Chairman.  Are  they  built  of  frame  or  brick? 

Mr  Anawalt.  Both  frame  and  brick. 

The  Chairman.  What  is  the  size? 

Mr.  Anawalt.  That  depends  upon  the  amount  of  business  we 
expected,  which  would  depend  on  the  number  of  people  who  are 
employed  at  the  plants,  and  what  we  might  expect  from  the  out- 
side.   That  is  all  figured  on  before  the  building  is  erected. 

The  Chairman.  I  understand ;  but  these  stores  in  a  mining  camp 
are  as  a  rule  more  or  less  alike.  Nobody  has  ever  been  through  a 
mining  camp,  or  was  raised  in  and  around  one,  but  knows  what  a 
company  store  is,  in  the  main.  It  is  usually  a  store  with  a  porch  in 
front,  50  or  60  feet  front,  running  back  60  or  80  feet.  Is  not  that 
true  ?  It  may  be  built  of  brick  or  wood ;  sometimes  a  one-story  build- 
ing and  sometimes  a  two-story  building. 

Mr.  Anawalt.  Would  you  allow  me  to  ask  you  a  question? 
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The  Chaiejmcan.  Ask  anything  you  like. 

Mr.  Anawalt.  Have  you  ever  been  in  a  mining  camp  where  they 
have  good  stores  ? 

The  CHAiEMAisr.  I  think  I  have. 

Mr.  Anawalt.  We  have  store  buildings  the  dimensions  of  which 
are  60  by  100  feet.  That  is  perhaps  the  largest  building  we  have. 
We  have  some  that  are  not  much  more  than  half  that  large,  depend- 
ing upon  the  amount  of  business  we  do.  We  have  some  store  build- 
ings that  have  cost  us  $30,000  to  erect. 

The  Chairman.  How  many  have  you  of  that  kind  ? 

Mr.  Anawalt.  "We  have,  I  believe,  some  that  cost  between  $25,000 
and  $30,000.  We  have  quite  a  number  that  cost  us  $20,000  and  we 
have  quite  a  number  that  cost  $15,000.  We  have  two  buildings  under 
construction  now  that  will  cost  us  about  $18,000. 

The  Chairman.  What  is  the  average  cost  of  these  buildings — of 
these  60  stores? 

Mr.  Anawalt.  I  can  not  tell  you  that. 

The  Chairman.  They  are  almost  without  exception  one  and  two 
story  buildings,  are  they  not? 

Mr.  Anawalt.  Two-story  buildings,  as  a  rule. 

The  Chairman.  The  upper  story  is  used  for  a  hall  or  some  such 
puipose,  as  a  rule? 

Mr.  Anawalt.  They  are  used  for  store  purposes  entirely.  The 
upper  story  is  used  as  a  furniture  room,  and  like  that. 

The  Chairman.  These  stores  are  supplied  with  such  furniture  and 
clothing  and  other  supplies  as  the  miners  buy,  are  they  not  ? 

Mr.  Anawalt.  Yes,  sir. 

The  Chairman.  Is  that  an  expensive  or  inexpensive  character  of 
goods? 

Mr.  Anawalt.  We  have  both. 

The  Chairman.  What  kind  do  they  usually  buy? 

Mr.  Anawalt.  We  supply  all  classes  of  the  men,  from  the  superin- 
tendents of  our  plants  down  to  the  lowest-paid  miners  employed  in 
the  place. 

The  Chairman.  What  proportion  of  employees  of  the  company 
are  not  miners? 

Mr.  Anawalt.  That  would  be  very  small. 

The  Chairman.  Not  more  than  one-twentieth  are  people  in  the 
class  of  superintendents  and  overseers  and  positions  of  that  sort. 

Mr.  Anawalt.  Yes. 

The  Chairman.  The  rest  of  them  are  miners.  Now,  you  have  here 
at  this  Hecla  store  $10,000  worth  of  fixtures  and  the  like  of  that. 
That  was  the  invoice  price  when  you  bought  it,  was  it  not  ? 

Mr.  Anawalt.  Yes. 

The  Chairman.  Your  stores,  on  the  average,  were  they  as  expen- 
sive as  the  Hecla  store — as  well  furnished  ? 

Mr.  Anawalt.  More  so. 

The  Chairman.  How  about  your  store  at  Trauger?  Did  that 
come  up  to  the  average? 

Mr.  Anawalt.  There  is  not  very  much  difference  between  the 
Trauger  and  Hecla  stores.  They  belonged  to  the  same  people,  in 
the  same  plant.    When  we  bought  them  they  had  been  in  use  approxi- 
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mately  20  years.  They  were  frame  buildings,  much  depreciated  in 
value  from  their  original  cost. 

The  Chairman.  These  dividends  I  see  that  were  declared.  What 
disposition  was  made  of  those  dividends  ? 

Mr.  Ana  WALT.  They  were  paid  to  the  Carnegie  Steel  Co. 

The  Chairman.  And  from  them  went  into  the  Steel  Corporation's 
general  fund? 

Mr.  Anawalt.  I  suppose  so. 

The  Chairman.  When  you  wanted  to  purchase  new  stock,  where 
did  you  get  your  money  ? 

Mr.  Anawalt.  We  get  the  money  from  our  own  capital  that  we 
keep  invested  in  the  business  all  the  time. 

The  Chairman.  These  dividends  were  amounts  you  took  out  of 
the  business — clear  profits — and  were  not  put  back  into  it? 

Mr.  Anawalt.  No. 

The  Chairman.  I  notice  here  you  declared  a  dividend  in  1907,  for 
instance,  of  $40,000  a  month— about  10  different  dividends.  How  did 
you  happen  to  declare  these  each  month  ? 

Mr.  Anawalt.  I  do  not  know  that  there  is  any  special  reason  for 
that,  except  the  board  of  directors  has  a  regular  monthly  meeting, 
and  if  they  have  anything  to  declare  a  dividend  from  they  declare 
it.  There  is  a  meeting  held  every  month.  How  many  dividends  do 
you  say  were  declared? 

The  Chairman.  I  noticed  in  1907  you  declared  dividends  of  $40,000 
each  in  the  months  of  January,  February,  March ;  April  was  skipped; 
May,  June,  July,  August,  September ;  October  was  skipped ;  Novem- 
ber, and  December — 10  months. 

Mr.  Anawalt.  There  were  two  months  they  did  not  have  any  money 
to  declare  a  dividend  from. 

The  Chairman.  Some. of  them  are  from  $40,000  to  $60,000.  Here 
is  one  in  July  for  $80,000. 

Mr.  Anawalt.  When  the  board  of  directors  meets  each  month,  if 
they  have  anything  to  declare  a  dividend  from,  they  do  it. 

Mr.  Bartlett.  How  many  corporations  or  concerns  do  you  recall 
that  declare  monthly  dividends  of  any  character  ? 

Mr.  Anawalt.  I  do  not  know  of  any.  I  have  no  knowledge  of  any 
outside  concerns.  I  think  possibly  that  some  of  the  other  Steel  Cor- 
poration companies  do  that.    That  is  my  understanding. 

Mr.  Bartlett.  Monthly  or  quarterly? 

Mr.  Anawalt.  Possibly  quarterly.  We  have  a  company  ourselves 
that  declares  a  dividend  quarterly. 

Mr.  Bartlett.  A  business  concern  that  declares  monthly  divi- 
dends— its  stock  would  be  very  much  sought  after,  would  it  not,  if 
it  was  obtainable? 

Mr.  Anawalt.  I  suppose  it  would. 

Mr.  Bartlett.  And  those  that  declare  quarterly  dividends  are  re- 
garded as  a  high  class  of  stock  investment? 

Mr.  Anawalt.  They  ought  to  be. 

Mr.  Bartlett.  The  Standard  Oil  Co.  declares  a  quarterly  dividend 
usually,  do  they  not? 

Mr.  Anawalt.  I  don't  know. 
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Mr.  Baetlett.  A  security,  a  stock,  or  a  bond  that  paid  interest 
quarterlywould  be  considered  a  very  high  class  security,  would  it  not? 

Mr.  Anawalt.  I  should  think  so. 

Mr.  Baetlett.  And  one  that  declared  dividends  monthly  would  be 
regarded  as  a  still  higher  grade  security  for  investment,  would  it  not? 
,  Mr.  Anawalt.  I  don't  know  about  that. 

Mr.  Baetlett.  A  man  who  could  get  his  interest  monthly  would 
not  prefer  that  to  an  investment  where  he  got  his  interest  semi- 
annually or  quarterly.  Would  not  you  as  a  business  man  prefer  to 
have  you  money  invested  in  a  concern  in  which  you  got  monthly 
dividends  than  in  one  where  you  got  semiannual  dividends? 

Mr.  Anawalt.  As  to  the  significance  of  declaring  these  monthly 
dividends,  as  I  just  said,  we  have  another  company  that  is  doing  a 
smaller  business,  that  declares  dividends  quarterly.  If  I  was  to  have 
the  stock  I  would  as  soon  have  it  in  one  as  in  the  other.  It  would 
not  make  any  difference  to  me. 

Mr.  Baetlett.  Probably  it  would  be  a  safer  investment  and  much 
more  desirable  where  the  dividends  are  issued  quarterly  or  monthly. 

Mr.  Anawalt.  The  monthly  dividends  are  only  issued  as  a  matter 
of  convenience.  The  concern  earns  the  money,  and  you  might  as 
well  declare  the  dividends  monthly  as  quarterly. 

Mr.  Baetlett.  A  concern  is  very  fortunate  in  business  that  is  able 
to  declare  quarterly  dividends,  is  it  not? 

Mr.  Anawalt.  I  think  so. 

Mr.  Baetlett.  And  much  more  fortunate  when  it  can  declare 
monthly  dividends? 

Mr.  Anawalt.  We  think  we  are  very  fortunate  in  business. 

Mr.  Baetlett.  I  have  no  doubt  you  are.  None  of  these  dividends 
went  back  into  the  business  and  improvements,  did  they  ? 

Mr.  Anawalt.  No. 

Mr.  Baetlett.  And  the  stock  has  not  increased  any  since  1902  ? 

Mr.  Anawalt.  No.     You  mean  the  capital  stock? 

Mr.  Baetlett.  That  is  what  I  mean ;  I  did  not  mean  the  merchan- 
dise. The  stockholders,  whoever  they  may  be,  got  their  dividends 
in  money  as  a  dividend  upon  their  investment. 

Mr.  Anawalt.  Yes,  sir. 

The  Chaibman.  The  committee  will  stand  adjourned  until  Mon- 
day morning  at  10.30  o'clock. 

Thereupon,  at  1.40  o'clock  p.  m.,  the  committee  adjourned  until 
Monday,  February  12,  1912,  at  10.30  o'clock  a.  m. 

Adtebtisements  Published  in  the  Pittsbueqh  Gazette-Times,  Under  Date 
Thtjbsdat,  Jttlt  15,  1909. 

Wanted — Male  help;  40  more  hot-mill  men  for  tin  mills;  rollers,  doubters, 
heaters,  roughers,  catchers,  screw  boys,  and  helpers  to  work  in  open  mills ;  good 
wages  and  .steady  employment  to  men  capable  of  doing  the  work ;  fare  paid 
and  no  fees  charged  for  this  work.  Central  Employment  Bureau,  628  Penn 
Avenue. 


Tinners,  catchers,  and  helpers — To  work  in  open  shops;  Syrians,  Poles,  and 
Houmanians  preferred;  steady  employment  and  good  wages  to  men  willing  to 
work ;  fare  paid  and .    628  Penn  ATcnue. 

17042— No.  47—12 4 
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STATEMENT. 

Pittsburgh,  Pa.,  November  30,  1909. 
,\_merican  Sheet  &  Tin  Plate  Co.,  Frick  Building,  city,  to  Central  Employment 
Bureau,  628  Penn  Avenue,  city.  Dr. 

Cash  paid  for  advertisements  during  the  months  of  September.  Octo- 
ber,  and   November $242.87 

(Inclosed  find  itemized  receipts  for  above  amount.) 

216  men  furnished  during  September,  October,  and  November,  at  $1 

per  capita 216. 00 

Total 458. 87 

Please  remit  at  your  earliest  convenience  and  oblige. 
Respectfully,  yours, 

Centbal  Employment  Bubbau. 
A.  0.  Gibson,  Proprietor. 


statement. 

PiTisBUBGH,  Pa.,  September  S,  1909. 
American  Sheet  &  Tin  Plate  Qo.,  Frick  Building,  city,  to  Central  Employment 
Bureau,  628  Penn  Avenue,  city.  Dr. 

Cash  paid  for  advertisements  during  months  of  July  and  August $299 

(We  will  mail  you  under  separate  cover  itemized  receipts  for  above 
amount.) 

504  men  furnished  during  July  and  August,  at  $1  per  capita 504 

Wages  and  oar  fare  for  Jos.  Schmidt,  July  24  and  26 3 

Total 806 

Please  remit  at  your  earliest  convenience  and  oblige. 
Yours,  respectfully, 

Centbal  Employment  Bubeatj. 
A.   C.   Gibson,  Proprietor. 


Personally  appeared  before  me,  a  notary  public,  George  EC.  Seldes,  who,  being 
duly  sworn  according  to  law,  deposes  and  says  that  the  following  statements 
are  true  and  correct  as  he  verily  believes : 

"  On  Wednesday  afternoon,  November  2,  1910,  I  visited  S.  Hollander,  who 
says  he  is  a  member  of  the  firm  known  as  the  Central  Employment  Bureau,  at 
the  office  of  the  concern.  No.  628  Penn  Avenue,  Pittsburgh,  Pa.,  and  in  reply  to 
my  question  Mr.  Hollander  said : 

■' '  The  advertisements  appearing  in  .the  Gazette  Times  during  July  and 
August,  1909,  which  carried  the  name  of  the  Central  Employment  Bureau, 
were  for  the  American  Sheet  &  Tin  Plate  Co.,  and  we  inserted  them  at  the 
direction  of  that  corporation.  There  was  a  strike  on  at  the  time  and  the  com- 
pany was  greatly  in  need  of  men.  I  do  not  care  to  divulge  the  name  of  the 
man  who  actually  paid  for  the  advertisement,  but  he  represented  the  Ameri- 
can Sheet  &  Tin  Plate  Co.' 

"  Geo.  H".  Seldes." 

Subscribed  and  sworn  to  before  me  this  2d  day  of  November,  1910. 
£seal.]  Elmee  F.  Billeteb, 

Notary  Public. 
My  appointment  dated  January  18,  191Q.     My  commission  expires  end  next 
session  of  senate. 
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Personally  appeared  before  me,  a  notary  public,  George  H.  Seldes,  who,  be- 
ing duly  sworn  according  to  law,  deposes  and  says  that  the  following  state- 
ments are  true  and  correct  as  he  verily  believes: 

"  On  Friday  afternoon,  November  4,  1910,  I  visited  the  Central  Employment 
Bureau,  at  628  Penn  Avenue,  Pittsburgh,  Pa.,  and  saw  there  Mr.  C.  E.  Gibson. 
Mr.  Gibson  declared  that  he  is  a  member  of  the  firm,  and  I  personally  saw  the 
license  authorizing  him  to  conduct  the  bureau,  which  was  made  out  in  his 
name. 

"  I  showed  Mr.  Gibson  a  copy  of  the  following  advertisement,  which  I  per- 
sonally copied  from  the  Pittsburg  Gazette  Times  of  July  14,  1909  : 

" '  Wanted — 60  tin-house  men,  tinners,  catchers,  and  helpers,  to  work  in  open 
shops;  Syrians,  Poles,  and  Roumanians  preferred;  steady  employment  and 
good  wages  to  men  willing  to  work;  fare  paid  and  no  fees  charged  for  this 
work.    Central  Employment  Bureau,  628  Penn  Avenue.' 

"  Mr.  Gibson  freely  admitted  that  this  ad  was  inserted  in  the  Gazette  Times 
by  the  Central  Employment  Bureau  at  the  direction  of  the  American  Sheet  & 
Tin  Plate  Co.  He  declared  that  he  did  not  wish  to  make  affidavit  to  this  for 
fear  of  offending  the  Ajnerican  Sheet  &  Tin  Plate  Co.,  but  said  he  would  make 
a  sworn  statement  provided  an  official  of  the  company  would  authorize  him  to 
do  »o. 

"  Geobge  H.  Seides." 

Sworn  to  and  subscribed  before  me  this  4th  day  of  November,  1910. 
[SEAL.]  Elmeb  F.  Billeter, 

Notary  Public. 
My  appointment  dated  January  18,  1910.     My  commission  expires  end  next 
session  of  senate. 


TTNION    STJPPLY    CO.    BOARD    OP    DIRECTORS'    MINUTES    AND    STOCKHOLDERS'    MINUTES 

AS    EXTRACTED. 

Articles  of  incorporation  filed  March  24,  1902.  Paragraph  2  thereof  pro- 
vides that — 

"  Said  corporation  is  formed  for  the  purpose  of  dealing  in  all  kinds  of  mer- 
chandise at  retail." 

The  capital  stock  was  originally  $1,000  and  was  later  increased  to  $500,000. 

Meeting  of  directors  March  22,  1902. 

PROPOSITION    TO    UNION    SUPPLY    CO.     (LTD.) 

The  president  submitted  a  proposition,  dated  this  day,  to  be  made  to  the 
Union  Supply  Co.  (Ltd.),  whereby  this  company  offers  to  purchase  all  the 
assets  of  the  Union  Supply  Co.  (Ltd.),  as  they  are  on  March  31,  1902,  for  the 
sum  of  $913,066.66,  payable  as  follows:  $499,000  in  the  fully  paid-up  capital 
stock  of  this  company  at  par,  and  the  balance  of  $414,066.66,  by  this  company 
assuming  and  agreeing  to  pay  that  amount  of  the  indebtedness  of  the  Union 
Supply  Co.  (Ltd.),  this  company  to  take  over  all  assets,  real  and  personal, 
including  real  estate,  buildings,  merchandise,  fixtures,  supplies,  accounts  and 
bills  receivable,  and  cash  on  hand  of  the  said  Union  Supply  Co.  (Ltd.),  as  they 
are  on  March  31, 1902,  and  take  over  all  the  contracts  of  said  company,  includ- 
ing contracts  of  the  employees. 

Upon  motion  of  W.  W.  Blackburn,  seconded  by  S.  H.  "Woddell,  the  president 
was  authorized  and  directed  to  submit  said  offer  to  the  Union  Supply  Co. 
(Ltd.),  and,  in  case  of  its  acceptance,  the  officers  of  this  company  are  author- 
ized and  directed  to  take  all  steps  necessary  to  carry  out  said  proposal. 

Meeting  of  directors,  April  1,  1902. 

Proposal  to  Union  Supply  Co.   (Ltd.)  accepted  by  said  company. 

Increase  of  capital  stock  to  $500,000  approved. 
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Dividends  declared  by  Union  Supply  Co. 


Date  of  meeting  when  declared. 


1.  May  27, 1903.. 

2.  Sept.  23, 1903. 

3.  Deo.  28, 1903.. 


4.  Mar.  23,  1904. 

5.  June  22, 1904. 

6.  Aug.  24,  1904. 

7.  Oct.  20,  1904. . 

8.  Dec.  28, 1904.. 


9.  Feb.  22,1905.. 

10.  May  24,  1905. . 

11.  July  26, 1905. . 

12.  Aug.  23,  1905. 

13.  Sept.  27,  1905. 

14.  Oct.  28,  1905- . 

15.  Not.  18,  1905. 


16.  Jan.  22, 1906.. 

17.  Feb.  21, 1906. 

18.  Mar.  21, 1906. 

19.  Apr.  18,  1906. 

20.  May  16,  1906.. 

21.  June  20,  1906. 


22.  July  18, 1906. . 

23.  Aug.  15, 1906.. 

24.  Sept.  19, 1906., 

25.  Sept.  27, 1906., 

26.  Nov.  21, 1906.. 

27.  Dec.  20, 1906.. 


28.  Jan. 

29.  Feb. 

30.  Mar. 

31.  May 

32.  June 

33.  July 

34.  Aug. 

35.  Sept, 

36.  Nov. 

37.  Dec. 


9,1907.... 
20,  1907.. 
30,  1907.. 
15,1907.. 
19,1907.. 

17,  1907.. 
21,1907.. 

.  18,  1907. 
20,  1907.. 

18,  1907 . . 


Per 
cent. 


Amount 
for  divi- 
dends. 


$50,000 
100,000 
100,000 


260,000 


50,000 
50,000 
.50,000 
50,000 
50,000 


250,000 


60,000 
75,000 
75,000 
100,000 
35,000 
35,000 
35,000 


405,000 


35,000 
35,000 
35,000 
35,000 
76,000 
40,000 


255,000 


S80,000 
40,000 
40,000 
60,000 
40,000 
45,000 


560,000 


40,000 
40,000 
40,000 
80,000 
40,000 
80,000 
40,000 
40,000 
40,000 
60,000 


500,000 


Date  of  meeting  when  declared. 


56.  Jan 

57.  Feb. 

68.  Mar. 

69.  Apr. 
CO.  May 

61.  Juno 

62.  July 

63.  Aug. 

64.  Sept, 

65.  Oct. 

66.  Nov. 

67.  Dec. 


12, 1910... 

16,  1910.. 
16,1910.. 
20,-1910.. 

18,  1910.. 

15,  1910. . 
19,1910.. 

17,  1910. . 
21,  1910.. 

19,  1910.. 

16,  1910.. 
21,  1910. . 


08.  Jan.  24, 1911... 

69.  Mar.  16,  1911.. 

70.  Apr.  19,  1911.. 

71.  May  17, 1911.. 

72.  June  21, 1911. . 

73.  July  18, 1911.. 

74.  Aug.  16, 1911.. 

75.  Sept.  20, 1911., 


Per 
cent. 


38.  Jan.  15, 1908. 

39.  Feb.  19, 1908. 

40.  Apr.  15, 1908. 

41.  May  20, 1908. 

42.  July  16, 1908. 

43.  Sept.  16, 1908 

44.  Nov.  18,  1908. 


45.  Jan.  13,  1909... 

46.  Fob.  17,  1909.. 

47.  Apr.  21,  1909.. 

48.  May  19, 1909.. 

49.  June  16, 1909. . 

50.  July  21,  1909.. 

51.  Aug.  18,1909.. 

52.  Sept.  15,  1909., 

53.  Oct.  20, 1909.. 

54.  Nov.  17,  1909. . 
65.  Deo.  15,  1909.. 


Amount 
for  divi- 
dends. 


t40,000 
40,000 
40,000 
40,000 
40,000 
80,000 
40,000 


320,000 


40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 


440,000 


40,000 
40,000 
40,000 
80,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 


620,000 


40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 
40,000 


320,000 


Meeting  of  directors  June  28,  1905. 

Purchased  store  of  Heela  Supply  Co.  (Ltd.)  as  follows: 

No.  1.  Store,  Hecla,  merchandise,  fixtures,  etc $10,  281.  05 

No.  2.  Store,   Trauger,   merchandise,   fixtures,   etc 11,799.62 

No.  1.  Store,  building,   Hecla,   Pa 3,000.00 

No.  2.  Store,  building,  Trauger,   Pa 3,500.00 

Total 28,  517.  6T 


No.  48 
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UNITED  STATES  STEEL  CORPOEATIOI^. 


Committee  on  Investigation  op  the  , 

United  States  Steel  Corporation, 

House  of  REtEESENTATiVES, 
WasMnffton,  D.  0.,  Monday,  February  12, 1912. 
The  committee  this  day  met,  Hon.  Augustus  O.  Stanley  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order.  We  will  first 
hear  Mr.  Oakley. 

STATEMENT  OF  J.  G.  OAKIET. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Mr.  Oakley,  state  your  residence  and  your  occu- 
pation. 

Mr.  Oaklet.  My  residence  is  Montgomery,  Ala.  My  occupation 
at  the  present  time  is  president  of  the  Alabama  State  Board  of  Con- 
victs. 

The  Chairman.  How  long  have  you  occupied  that  position  ? 

Mr.  Oakley.  About  a  year,  now. 

The  Chairman.  Do  you  know  how  many  State  convicts,  during 
your  incumbency  in  office,  have  been  utilized  by  the  Tennessee  Coal 
&  Iron  Co.,  or  any  other  subsidiary  of  the  United  States  Steel  Cor- 
poration ? 

Mr.  Oakley.  The  numbers  are  not  always  the  same.  There  is  some 
variation.  They  have  had  in  their  employment  an  average  number 
of  about  350 — ^that  is,  of  State  men. 

The  Chairman.  For  this  year  were  there  any  State  convicts  let  out 
to  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Oakley.  No,  sir.  Their  contract  expired  on  the  31st  of  De- 
cember.    • 

Mr.  Bartlett.  You  do  not  mean  they  have  not  had  any  at  all? 

Mr.  Oakley.  Not  any  State  men.  They  still  have  some  county 
convicts. 

The  Chairman.  Will  you  please  explain  how  it  occurred  that  the 
Steel  Corporation  failed  to  secure  these  convicts  this  last  time? 
You  had  the  letting  of  the  contract,  did  you  not  ? 

Mr.  Oakley.  Yes,  sir. 

The  Chairman.  Explain  that  to  the  committee. 

Mr.  Oakley.  They  did  not  take  this  matter  up  until  late  in  Novem- 
ber, and  gave  no  indication  of  renewing  at  all. 
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The  Chairman.  November  of  what  year? 

Mr.  Oaklet.  Of  last  year.  Prior  to  their  doing  that  we  had  made 
a  contract  with  the  Pratt  Consolidated  Co.  that  took  the  men  that 
were  at  their  No.  12  mine. 

The  Chairman.  And  the  State  convicts  that  the  Tennessee  Coal  & 
Iron  Co.  previously  had  were  turned  over  by  you  to  the  Pratt  Con- 
solidated Co.  ? 

Mr.  Oakley.  Transferred  from  the  No.  12  mine  of  the  Tennessee 
Coal  &  Iron  Co.  to  the  Banner  mine  of  the  Pratt  Consolidated  Co. 

The  Chairman.  Did  the  Tennessee  Coal  &  Iron  Co.,  or  any  sub- 
sidiary of  the  Steel  Corporation,  make  any  protest  to  you  on  account 
of  your  doing  that  ? 
Mr.  Oakley.  Yes. 

The  Chairman.  Was  that  in  a  conversation  or  was  it  in  the  shape 
of  correspondence? 

Mr.  Oakley.  It  was  by  letter  from  Mr.  George  Gordon  Crawford, 
the  president  of  the  company. 

Mr.  Sterling.  I  understood  from  a  witness  the  other  day  that  the 
Alabama  law  had  been  changed,  so  that  these  convicts  were  not  let 
out  on  contracts. 

Mr.  Oakley.  There  are  no  State  convicts  that  are  worked  except 
under  absolute  State  supervision,  and  maintained  by  the  State, 
clothed  and  fed  and  doctored,  and  everything  else. 
Mr.  Sterling.  Is  that  a  new  provision  of  the  law  ? 
Mr.  Oakley,  No,  sir.  There  is  absolutely  not  any  specific  statute 
covering  it.  It  is  optional  largely  with  the  board  of  convict  in- 
spectors as  to  the  manner  of  making  their  leases,  and  as  to  who  and 

how 

Mr.  Sterling  (interposing).  I  understood  this  gentleman  to  say, 
further,  that  when  the  present  contracts  expired,  after  that  none  of 
the  State  convicts  would  be  permitted  to  work  out  under  contract. 

Mr.  Oakley.  There  has  been  no  such  policy  as  that  indicated  to  us 
there. 

The  Chairman.  You  say  this  protest  against  your  taking  these 
convicts  from  the  control  and  custody,  or  at  least  from  the  premises 
under  the  control  and  custody  of  the  Tennessee  Coal  &  Iron  Co.,  and 
transferring  them  to  the  premises  of  the  Pratt  Consolidated  Co.,  to 
be  used  by  the  Pratt  Co.  instead  of  the  Tennessee  Coal  &  Iron  Co., 
was  made  by  the  president  of  the  Tennessee  Coal  &  Iron  Co.  ? 

Mr.  Oaicley.  Yes,  sir;  and  a  very  vigorous  one  on  the  part  of  Mr. 
Crawford. 
The  Chairman.  Was  that  in  the  form  of  a  letter  ? 
Mr.  Oakley.  Yes,  sir. 
The  Chairman.  Have  you  that  letter  ? 
Mr.  Oakley.  I  have. 

The  Chairman.  Together  with  your  reply  thereto  ? 
]\Ir.  Oakley.  Yes,  sir. 

The  Chairman.  I  will  ask  you  to  file  them  with  the  committee. 
Mr.  Young.  Had  we  not  better  have  them  read  now? 
The   Chairman.  You   may   read   the   correspondence  now,  then. 
Read  Mr.  Crawford's  letter  first,  and  then  if  the  committee  desires 
you  can  read  your  reply.    I  think  his  letter  is  the  material  part. 
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Mr.  Oakley  (reading)  : 

Birmingham,  Ala.,  Novemher  2/f.  1911. 
Deab  Sib:  As  our  contract  for  the  hire  of  State  convicts  expires  on  January 
1, 1912,  I  recently  instructed  our  general  superintendent  of  coal  mines,  Mr.  Coxe, 
to  talce  up  with  you  the  matter  of  a  renewal  of  this  contract,  this  being  about 
the  time  of  year  when  renewals  have  been  talsen  up  with  previous  administra- 
tions. On  yesterday  Mr.  Coxe  advised  me  that  he  had  expressed  to  you  his 
desire  to  enter  negotiations  for  renewal  of  the  contract,  and  that  in  reply 
you  had  informed  htm  that  the  State  convicts  which  we  now  had  under  our 
contract,  expiring  January  1,  would  be  turned  over  to  the  Pratt  Consolidated 
Co.  on  January  1,  and  that  the  State  had  no  other  convicts  who  could  be  hired 
to  this  company.  Mr.  Coxe  tells  me  that  you  informed  him  that  when  you 
made  the  contract  with  the  Pratt  Consolidated  you  had  Intended  turning  over 
to  that  company  the  convicts  then  being  hired  at  a  less  price  to  turpentine  and 
lumber  concerns  in  south  Alabama,  but  that  pressure  had  been  brought  to  bear 
upon  you  to  let  the  convicts  who  had  been  hired  In  south  Alabama  remain  with 
the  lumber  and  turpentine  concerns,  and  that  therefore  the  Tennessee  Co.'s 
convicts  would  be  turned  over  to  the  Pratt  Consolidated,  being  the  only  con- 
victs available  to  fill  the  contract  which  you  had  made  with  that  company. 

As  chairman  of  the  State  board  of  convict  inspectors,  I  take  it  to  be  your 
duty  to  place  the  State  convicts  where  they  will  bring  the  State  in  the  largest 
revenue,  assuming  hygienic,  sanitary,  and  working  conditions  to  be  satisfactory. 
I  am  not  at  this  time  in  position  to  compare  the  revenue  which  the  State  will 
derive  per  convict  for  the  convicts  hired  to  the  Pratt  Co.  with  the  revenue 
which  it  has  derived  under  its  contract  with  the  Tennessee  Coal,  Iron  &  Rail- 
road Co.  Of  course,  the  welfare  of  the  convicts  and  the  revenues  to  the  State 
should  determine  to  whom  the  convicts  should  be  let,  without  any  consideration 
of  the  interests  of  the  coal  companies  affected. 

When  I  became  president  of  the  Tennessee  Coal,  Iron  &  Railroad  Co.  I  found 
that  the  company  was  operating  certain  of  its  mines  with  convict  labor.  I  don't 
know  if  the  company  had  not  already  been  committed  to  this  policy,  and  if  I 
had  not  found  the  convicts  at  work  in  our  mines  and  our  mining  operations  to 
quite  an  extent  dependent  upon  them,  that  I  would  have  been  willing  to  have 
been  in  any  way  connected  with  the  working  of  convicts,  and  I  am  quite  frank 
to  say  that,  in  compliance  with  the  wishes  of  the  owners  of  the  Tennessee  Co., 
I  had  intended  to  cease  working  convicts  at  such  time  as  free  labor  could  be 
installed  in  their  place  without  detriment  to  our  operations.  You  will  readily 
understand  that  it  takes  many  months  to  arrange  without  serious  loss  to  sup- 
plant convict  labor  with  free  labor.  Many  houses  must  be  built,  a  permanent 
mining  town  provided,  and  arrangements  made  to  secure  the  labor,  and  I  had 
expected  to  renew  on  fair  terms  the  contract  with  the  State  for  the  year  1912. 
The  information  that  the  convicts  will  be  taken  away  from  us  in  about  30 
days,  without  any  opportunity  on  our  part  to  bid  for  them,  will  necessarily  en- 
tail serious  loss  upon  this  company,  because  in  that  time  no  adequate  force  of 
free  labor  can  be  gotten  together  to  work  the  mines,  nor  can  the  houses  be  built 
to  take  care  of  them.  I  want  to  say  to  you  frankly  that  I  feel,  both  in  the 
interests  of  the  State  of  Alabama  and  as  a  matter  of  fairness  to  us,  that  we 
should  have  had  an  opportunity  to  have  bid  on  these  convicts,  and  that  as  a 
tnatter  of  fairness  we  should  have  had  longer  notice  that  they  were  going  to  be 
turned  over  to  a  competitor  without  any  opportunity  to  us  to  bid.  The  fact  that 
we  obtained  any  information  that  our  convicts  were  going  to  be  turned  over  to 
the  Pratt  Consolidated  was  apparently  only  due  to  Mr.  Coxe's  suggestion  to  you 
that  he  would  Ijke  to  take  up  the  matter  of  a  contract  for  another  year. 

I  will  arrange  as  speedily  as  I  can  to  prepare  to  work  our  mines  with  free 
labor,  and  it  is  my  idea  that  they  shall  be  worked  entirely  with  such  labor  In 
the  future.  Our  company  has  made  every  effort  in  its  hiring  of  State  convicts 
to  be  fair  and  honorable  in  its  dealings  with  the  State,  humane  and  considerate 
in  its  treatment  of  the  convicts.  We  had  built  at  our  No.  12  mine  a  thoroughly 
modern,  up-to-date  prison,  fully  equal,  if  not  superior,  in  hygienic  and  sanitary 
arrangements,  to  any  place  in  which  the  State  convicts  have  been  kept  any- 
where in  the  State.  The  treatment  of  convicts  by  the  Tennessee  Coal,  Iron,  & 
Railroad  Co.,  during  the  many  years  through  which  ifc  has  hired  them,  reflects 
credit  upon  the  humanity  and  intelligence  of  those  employees  of  the  company 
having  this  matter  immediately  in  charge.  In  the  first  conference  I  had  with 
Gov.  Comer  on  the  subject  of  hiring  convicts,  I  told  him  that  I  had  no  desire 
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to  make  money  out  of  the  convict  labor  as  against  free  labor ;  that  the  chief 
Inducement  for  the  hiring  of  convicts  was  the  certainty  of  a  supply  of  coal  for 
our  manufacturing  operations  in  the  contingency  of  labor  troubles,  and  that 
I  was  willing  to  pay  for  the  convict  labor,  as  nearly  as  it  could  be  approximated, 
what  our  free  labor  cost  per  ton  of  coal.  Our  existing  contract  was  framed  with 
this  idea  In  mind,  and  I  doubt  whether  the  State  has  ever  made  a  more  advan- 
tageous contract.  ^        ^      *  i,,     oj.  ^ 

I  must  say,  in  all  candor,  that  considering  alone  the  interests  of  the  State, 
it  would  appear  to  me  you  should  have  given  us  an  opportunity  to  bid  for  these 
convicts  before  turning  them  over  to  another  hirer.  The  fact  that  the  State's 
long  business  relationship  with  this  company  has  been  satisfactory  to  the  State 
officials  would  seem  to  have  warranted  this  consideration  as  mere  business 
courtesy,  but  beyond  this,  it  would  have  appeared  that  the  best  way  in  which 
the  State  could  have  secured  the  highest  price  for  these  convicts  would  have 
been  to  have  given  this  company,  as  well  as  other  hirers,  an  opportunity  to 
have  bid.  We  had  expected  to  have  ofCered  as  much  as  we  are  now  paying, 
and  I  am  frank  to  say  that  we  would  have  paid  even  more  for  the  convicts  for 
another  year  rather  than  to  have  sustained  the  loss  which  we  must  now  face 
because  of  the  lack  of  opportunity  to  arrange  to  work  these  mines  with  free 
labor. 

I  hope  the  action  which  you  have  taken  will  prove  to  have  been  for  the  best 
Interests  of  the  State,  and  that  the  returns  from  your  contract  with  the  Pratt 
Consolidated  will  be  at  least  as  satisfactory  as  the  the  results  would  have  been 
under  a  contract  with  this  company.  I  am  sending  a  copy  of  this  letter  to  his 
excellency,  the  governor. 

Very  truly,  yours,  Geo.  G.  Cbawfobd,  President. 

Mr.  J.  G.  Oaklet, 

Chairman  of  the  Board  of  Convict  Inspectors, 

Montgomery,  Ala. 

The  Chairman.  Now,  you  may  just  state  the  purport  of  your 
reply,  or  does  the  committee  want  his  reply  read  in  full  ? 
Im-.  Young.  The  reply  is  short,  I  understand. 
The  Chairman.  Read  your  reply,  then. 
Mr.  Oaklet  (reading) : 

November  27,  1911. 
Mr.  Geo.  W.  CRAwroRD, 

President  Tennessee  Coal,  Iron  £  Railroad  Co., 

Birmingham,  Ala. 

Dear  Sir  :  When  in  Birmingham  last  Thursday,  I  explained  fully  to  Mr.  Coxe 
why  we  could  not  consider  a  renewal  of  your  contract  for  convicts  at  No.  12 
mines,  and  went  thoroughly  over  the  details  with  him. 

When  the  contract  was  made  to  take  over  the  operations  at  Banner  mines, 
on  August  8,  1911,  it  was  not  Intended  to  any  way  Interfere  with  the  organiza- 
tion at  your  place,  as  the  meu  to  fill  it  were  expected  to  be  taken  from  several 
south  Alabama  camps,  whose  time  has  since  been  extended.  This  extension, 
however,  was  not  agreed  on  till  October  24.  On  September  12  I  wrote  Mr. 
Coxe  asking  him  to  kindly  inform  me  when  it  would  be  convenient  to  your 
company  to  take  up  the  matter  of  renewal  of  your  lease,  and  he  informed  me 
that  the  same  could  not  be  done  until  the  return  of  some  of  your  officials  who 
were  then  in  the  East.  Nothing  more  was  heard  from  you  until  November  17, 
at  whioh  time  I  gave  Mr.  Coxe  the  information  of  which  you  now  complain. 

Am  inclosing  some  correspondence  along  the  lines  indicated  above,  which  is 
self-explanatory. 

Very  truly,  yours,  J.  G.  Oaklet,  President. 

The  Chairman.  Has  the  governor  the  right  in  any  way  to  anniil 
or  set  aside  the  contracts  you  make? 

Mr.  Oaklet.  Yes,  sir ;  the  governor  has,  under  the  Alabama  stat- 
utes, the  right  to  cancel  any  contract  at  any  time,  without  assigning 
any  reason  therefor. 

The  Chairman.  Do  you  know  whether  any  effort  was  made  to 
induce  the  governor  to  cancel  the  contract  you  made  with  the  Pratt 
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Consolidated  Co.,  to  return  these  convicts  back  to  the  Tennessee  Coal 
&  Iron  Co.?  ^ 

Mr.  Oaejjey.  I  understand  there  was  a  very  strenuous  ^ort  maae 
to  have  him  believe  that  the  contract  we  made  with  the  Pratt  Cob- 
solidated  Co.  was  not  as  good  a  contract  as  the  existing  coi^raef 
with  that  company.  The  governor  at  one  time  seriously  considered 
canceling  the  contract  we  had  made  with  the  Pratt  Consolidated  Co. 

The  Chairman.  Why  was  the  contract  not  canceled,  and  the  eoB- 
victs  turned  back  to  the  Tennessee  Coal  (§;  Iron  Co.,  as  they  wanted » 

Mr.  Oaklet.  He  finally  decided  not  to  cancel  it. 

Mr.  Keed.  He  took  a  bond,  did  he  not  ?  ■,  a    i 

Mr.  Oaklet.  Yes ;  took  a  bond  from  the  Pratt  Consolidated  &&a,X 
Co.,  guaranteeing  the  earnings  under  their  contract  would  be  as  grea,* 
as  the  earnings  had  been  for  the  previous  year  under  the  contraet 
with  the  Tennessee  Coal  &  Iron  Co.  ^     xi,- 

The  Chairman.  Were  there  any  other  convicts  available,  after  this 
Pratt  contract  was  made,  for  the  Tennessee  Coal  &  Iron  Cto.,  ii» 
Alabama — any  State  convicts? 

Mr.  Oaklet.  Not  State  men;  no,  sir. 

The  Chairman.  So  that  they  got  no  State  convicts  because  there 
were  no  State  convicts  to  get  that  year  ? 

Mr.  Oaklet.  None,  in  view  of  the  fact  that  they  had  all  been  con- 
tracted for. 

The  Chairman.  You  still  have  county  convicts  available? 

Mr.  Oaklet.  We  do  not  have  the  hiring  of  county  cojavicts. 

The  Chairman.  But  they  were  available  in  the  State? 

Mr.  Oaklet.  Yes,  sir;  throughout  the  State, 

The  Chairman.  Did  they  get  any  number  of  them  ? 

Mr.  Oaklet.  I  don't  know  whether  they  have  made  aijy  new 
leases  this  year  or  not.  '  They  have  leases  with  several  different 
counties  for  their  convicts. 

The  Chairman.  You  have  ^ven  this  matter  your  personfil  atten- 
tion. I  will  ask  you  to  explain  to  the  committee  the  difference  in 
the  conditions,  treatment,  and  control  exercised  over  the  State  con-, 
victs  and  the  county  convicts. 

Mr.  Oaklelt.  Well,  the  State  board  of  inspectors,  to  start  with, 
have  nothing  but  general  supervision  over  county  convicts.  They 
are  leased  by  hired  labor  agents,  probate  judges,  county  commis- 
sioners, and  boards  of  revenue.  There  is  a  difference  in  different 
counties.  They  lease  them  out  to  different  hirers  for  so  much  a 
month  or  so  much  a  day.  Some  counties  work  them  on  roads.  We 
have  nothing  to  do  yith  leasing  them ;  we  have  nothing  to  do  with 
the  revenue  that  is  derived  from  them;  nothing  except  a  general 
supervision  over  them.  They  are  worked  largely  on  roads,  at  turpen- 
tine camps,  sawmills,  and  coal  mines. 

Mr.  Bartlett.  May  I  here  interject  to  refer  to  the  act  under 
which  this  is  done.  I  seem  to  have  the  act  of  1907.  Is  that  the  act 
under  which  the  county  convicts  are  hired? 

Mr.  Oaklet.  I  am  not  prepared  to  say.  ,,     ,      j- 

Mr.  Bartlett.  I  will  read  section  2  of  that  act,  under  the  heading 
of  "Control  of  county  commissioners"  : 

Tr    J  ,  ..       *      4^v,„  «/MiTitv  shall  be  under  the  supemtendenee  and  control 

Hard  labor  for  the  «««^y  ^ners  or  board  of  revenue,  who  shall  determine 
to  wLHameraS^onwCt  particular  works  the  labor  shall  be  performed. 
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and  all  convicts  sentenced  to  hard  labor  for  the  county  shall  be  under  the  direc- 
tion and  control  of  the  court  of  county  commissioners  or  board  of  revenue 
when  worked  or  hired  in  the  county  where  convicted,  but  therwise  they  are  to 
be  under  the  superintendence  and  control  of  the  board  of  inspectors  of  convicts. 

Mr.  Oaklet.  Yes,  sir ;  that  is  just  what  I  have  stated.  We  have 
supervision  over  them,  but  not  the  hiring  of  them. 

Mr.  Baetlett.  You  have  nothing  to  do  with  the  hiring  of  them 
out? 

Mr.  Oakubt.  No,  sir. 

Mr.  Baetlett.  And  nothing  to  do  with  the  revenue  derived  from 
themf 

Mr.  Oakley.  No,  sir. 

Mr.  Bartlett.  Except  to  see  they  are  cared  for  in  accordance 
with  the  requirements  of  the  law  and  property  treated  ? 

Mr.  Oaklet.  They  are  under  our  supervision. 

The  Chaieman.  Have  you  anything  to  do  with  the  transportation 
of  them? 

Mr.  Oaklet.  Not  county  men. 

The  Chairman.  Have  you  anything  to  do  with  the  feeding  of 
them? 

Mr.  Oaklet.  No,  sir. 

The  CsAniMAN.  If  they  are  disciplined,  are  they  disciplined  by 
persons  in  the  pay  of  the  State  or  in  the  pay  of  the  persons  for 
whom  they  are  working? 

Mr.  Oaklet.  That  depends  as  to  the  manner  in  which  they  are 
hired.  When  they  are  leased  out  to  private  hirers  they  frequently 
hire  their  own  wardens  and  own  guards. 

The  Chairman.  They  are  subject  to  the  State  and  paid  by  the 
company  securing  them? 

Mr.  Oaklet.  Yes,  sir.  They  are  subject  at  all  times,  however,  to 
the  supervision  of  the  State  board  of  convicts. 

Mr.  Baetijstt.  That  is  made  so  by  statute — ^by  your  State  law? 

Mr.  Oaklet.  Yes,  sir. 

The  Chairman.  For  what  offenses  are  these  county  convicts  in- 
carcerated ?  What  is  the  difference  between  the  offenses  that  makes 
a  man  a  State  convict  or  a  county  convict? 

Mr.  Oaklet.  If  a  man  is  convicted  for  a  misdemeanor,  he  is  sen- 
tenced to  hard  labor  in  the  county.  If  it  is  a  felony,  he  goes  to  the 
State. 

Mr.  Baetlett.  You  do  not  mean  he  is  sentenced,  but  that  he  may 
be  sentenced? 

Mr.  Oaklet.  All  misdemeanors  are. 

Mr.  Bartlett.  They  may  be  sentenced  to  hard  labor. 
_Mr.  Oaklet.  Yes,  sir.    I  say  those  who  become  hard-labor  con- 
victs are  for  misdemeanors. 

The  Chairman.  You  mean  those  who  have  been  sentenced  for 
misdemeanors  go  to  the  mines? 

Mr.  Oaklet.  Yes,  sir. 

Mr.  Bartlett.  I  do  not  think  that  is  accurate.  They  are  sen- 
tenced to  pay  a  fine  or  to  hard  labor,  or,  on  failure  to  pay  a  fine, 
they  then  become  subject  to  punishment  by  imprisonment.  That  is 
right? 

Mr.  Oaklet.  But  they  are  prisoners  who  have  been  convicted  of 
misdemeanors. 
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The  Chairman.  The  only  thing  I  was  trying  to  get  at  was  that 
upon  conviction  for  a  misdemeanor  a  man  is  sentenced  either  to 
imprisonment  or  fine,  and  in  the  event  he  can  not  pay 

Mr.  Baetlett.  Or  does  not  pay. 

The  Chairman.  In  the  event  he  can  not  pay  or  he  does  not  pay — 
I  dont'  care  whether  he  can  and  does  not  or  whether  he  can  not— 
upon  the  failure  to  pay  the  fine  and  his  having  been  sentenced  he 
works  out  the  fine  and  costs,  or  he  works  out  the  sentence  and  accrued 
costs  in  the  mine;  is  that  correct? 

Mr.  Oakley.  Yes,  sir;  that  is  true. 

Mr.  Bahtlett.  You  do  not  mean  that  exactly.  You  mean  that 
when  he  is  sentenced  to  pay  a  fine  or  be  imprisoned  or  to  pay  a  fine 
and  be  imprisoned,  for  whatever  the  imprisonment  is  they  are  hired 
out  for  that  term — those  to  whom  they  are  hired  paying  to  the 
county  authorities  the  amounts  they  agree  on,  and  that  sum  goes, 
under  your  law,  to  pay  the  fine;  is  that  right? 

Mr.  Oaklet.  That  is  exactly  what  I  imderstood  the  chairman  to 
say.  It  is  optional  with  him.  He  can  pay  his  fine,  or  some  one  can 
confess  judgment  with  him,  and  have  six  months  within  which  to 
do  it.  But  if  he  does  not  pay  his  fine  and  no  one  confesses  judg- 
ment with  him,  then  he  works  it.  He  then  becomes  a  county  con- 
vict, subject  to  hard  labor,  and  will  go  on  whatever  contract  the 
county  has,  be  it  to  a  mine,  a  sawmill,  or  a  farm,  whatever  it  might 
be.    In  some  instances  they  go  on  county  roads. 

The  Chairman.  I  believe  you  have  various  statutes  against  base- 
ball, golf,  playing  dominoes,  racing  horses,  and  playing  cards  on 
Sunday, >nd  things  of  that  sort? 

Mr.  Oakley.  There  are  such  statutes  in  Alabama. 

The  Chairman.  Punishable  by  fine  or  imprisonment  ? 

Mr.  Bartlett.  That  is  not  peculiar  to  Alabama. 

The  Chairman.  I  understand.  You  have  various  liquor  laws 'in 
Alabama,  like  we  have  in  most  States.  I  am  not  reflecting  on 
Alabama. 

Mr.  Oakley.  I  don't  remember  of  any  fines  for  anything  of  that 
sort — for  playing  golf  on  Sunday,  etc! 

The  Chairman.  Do  you  know  what  these  people  were  convicted 
for?     Did  you  ever  investigate  that? 

Mr.  Oakley.  Oh,  yes;  I  can  give  you  the  absolute  statistics. 

The  Chairman.  About  the  misdemeanor  fellows? 

Mr.  Oakley.  Yes,  sir. 

Mr.  Barilett.  Are  you  referring  to  those  employed  by  the  Steel 
Corporation  now,  Mr.  Chairman? 

The  Chairman.  Yes. 

Mr.  Oakley.  I  can  give  vou  here,  by  counties,  the  number  ot  both 
county  prisoners  and  State"  convicts  and  the  offenses  for  which  they 
were  convicted. 

Mr.  Bartlett.  Employed  by  the  steel  company? 

Mr.  Oakley.  Not  all  of  them. 

The  Chairman.  State  generally  what  the  offenses  are.  I  do  not 
care  about  going  into  all  the  details.  ,    ,    oi.  x   xt. 

Mr.  Young.  Is  there  not  a  recapitulation  for  the  whole  State  there 
somewhere? 

Afr  Oakley    Y'es  sir. 

The  Chairman.  I  just  wanted  to  get  a  general  idea. 
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Mr.  Oakley.  Assault  to  murder,  33.  This  is  a  copy  of  the  quad- 
rennial report  of  the  board  of  inspectors  of  convicts  to  the  governor 
for  the  four  years  from  September  1,  1906,  to  August  31,  1910. 

Mr.  YoTJNG.  That  is  a  felony  in  that  State,  is  it  not  ? 

Mr.  Oabxey.  County  convicts  on  hand  by  crimes,  assault  to  mur- 
der, 33.  They  had  less  than  two  years'  sentence,  and  they  all  go  as 
county  convicts,  therefore. 

Mr.  Baetlett.  Assault  to  murder  is  punishable  by  from  one  to  so 
many  years,  and  it  happened  to  be  two  years  in  these  cases,  and  they 
were,  therefore,  sent  to  the  county.  The  county  probably  gets  them 
where  the  sentence  does  not  exceed  two  years.     I  don't  know. 

Mr.  Young.  Can  you  tell  briefly,  Mr.  Oakley,  what  the  distinction 
in  Alabama  is  between  a  misdemeanor  and  a  felony;  what  the  line 
of  demarcation  is? 

Mr.  Oakubt.  No,  sir ;  I  am  not  lawyer  enough  to  do  that. 

The  Chairman.  Go  ahead  with  your  list. 

Mr.  Oakley.  Assault  with  weapon,  36;  adultery,  6;  abusive  lan- 
guage, 17 ;  assault  and  battery,  28 ;  assault,  9 ;  burglary,  72 ;  burglary 
and  grand  larceny,  33. 

The  Chairman.  These  are  county  convicts? 

Mr.  Oakley.  Yes,  sir.  Bigamy,  5;  carrying  concealed  weapons, 
48 ;  false  pretenses,  6 ;  forgery,  second  degree,  8 ;  grand  larceny,  154 ; 
gaming,  13;  larceny,  19;  manslaughter,  second  degree,  12;  petit 
larceny,  79 ;  public  drunkenness,  3 ;  riding  trains,  33. 

The  Chairman.  Riding  trains? 

Mr.  Oakley.  Yes,  sir;  unlawful  riding. 

The  Chairman.  Stealing  a  ride  on  a  train  ? 

Mr.  Oakley.  Yes,  sir;  that  is  an  offense  in  Alabama. 

Robbery,  1;  selling  mortgaged  property,  9;  violating  prohibition 
law,  56. 

The  Chairman.  What  is  violating  the  prohibition  law  ? 

Mr.  Oakley.  Selling  whisky  contrary  to  law. 

The  Chairman.  Does  that  include  taking  a  drink  on  a  moving 
train? 

Mr.  Oakley.  They  are  charged  with  selling  whisky  there ;  unlaw- 
ful selling. 

Violating  contract,  31;  violating  Sunday  law,  3;  vagrancy,  10. 

The  Chairman.  What  is  violation  of  the  Sunday  law  ? 

Mr.  Oakley.  I  would  have  to  get  you  the  State  laws  of  Alabama. 

The  Chairman.  Is  not  that  the  law  T  am  talking  about  ?  Do  you 
know  whether  those  were  men  sent  up  for  playing  games  on  Sunday  ? 

Mr.  Oakley.  That  is  possible ;  playing  cards  on  Sunday  is  a  viola- 
tion of  law. 

The  Chairman.  They  might  have  been  playing  cards — playing 
golf,  for  all  you  know? 

Mr.  Oakley.  Certainly. 

The  Chairman.  Go  ahead. 

Mr.  Oaki>ey.  That  is  a  total  of  724.  But  I  said  I  had  never  heard 
of  it. 

The  Chairman.  I  know.  I  do  not  mean  to  say  they  were.  I  was 
just  speaking  of  misdemeanors  generally. 

Mr.  Young.  The  bulk  of  these  men  seem  to  be  up  for  sufficiently 
serious  offenses,  such  as  manslaughter,  assault  to  commit  murder,  and 
burglary.    In  most  States  they  would  be  regarded  as  felonies,  I  take  it. 

Mr.  Oakley.  And  such  used  to  be  the  case  in  Alabama. 
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The  Chairman.  As  has  been  said,  "Grievously  have  they  sinned, 

and  gnevously  have  they  answered."  ^  ' 

Mr.  Sterling.  Is  burglary  a  misdemeanor  in  Alabama? 
Mr.  Oakley.  As  I  stated  before,  it  matters  not  what  a  man  is 

charged  with  m  Alabama  if  he  is  given  less  than  two  years'  sentence 

he  becomes  a  county  convict. 
Mr.  Sterling.  It  depends  upon  the  punishment  entirelv« 
Mr.  Oaklet.  Yes,  sir.  " 

Mr.  YoTJNG.  That  was  the  question  I  was  asking  you  before 
Mr.  Sterling.  As  I  understand  it,  the  Tennessee  Coal  &  Iron  Co. 

have  no  btate  convicts  now  ? 

Mr.  Oaklet.  No,  sir;  they  have  not  had  since  the  1st  dav  of 
January.  •' 

Mr.  Eeed.  I  have  a  telegram  here  from  the  president  of  the  Tennes- 
see Coal  &  Iron  Co.  It  is  not  very  long,  and  it  gives  a  few  facts  from 
his  standpoint.  Perhaps  you  would  lilie  to  have  me  read  it,  and  then 
have  Mr.  Oakley  explain  it,  if  you  want  to  get  the  complete  history 
of  this  thing. 

The  Chairman.  I  have  no  objection.  I  would  not  make  a  prece- 
dent of  this  for  reading  telegrams,  but  in  this  case  it  might  be  all 
right. 

Mr.  Reed.  Mr.  Crawford  telegraphs : 

We  originally  intended  bidding  for  State  convicts  for  another  year,  during 
which  we  would  prepare  for  free  labor.  Upon  advice  that  Mr.  Oakley  was  to 
turn  our  convicts  over  to  Pratt  Co.,  I  said  we  would  retire  from  convict  busi- 
ness and  would  work  no  more  convicts  except  county  convicts  already  hired. 
We  therefore  made  no  efforts  to  obtain  State  convicts,  and  clearly  informed 
governor  that  we  would  only  take  them  temporarily  In  event  he  desired  to 
cancel  Pratt  contract  and  desired  us  to  assist  him  while  he  was  making  another 
arrangement.  If  we  desired  to  remain  in  convict  business  we  could  procure 
sufficient  county  convicts.  The  last  bid  which  we  made  for  county  convicts 
was  in  February,  1911,  about  a  year  ago.  Since  that  time  we  have  been  re- 
quested to  bid  on  county  convicts  by  nine  counties,  and  we  have  uniformly 
replied  to  these  requests  that  we  did  not  care  to  bid.  All  county  contracts 
with  us  expire  at  the  end  of  1912.  There  will  be  working  for  us  at  that 
time  some  county  convicts  whose  sentences  have  not  expired  and  some  county 
convicts  who  may  be  sentenced  during  the  remainder  of  this  year  and  which 
we  are  under  legal  obligation  to  take.  It  is  our  intention  to  make  every  effort 
with  the  counties  to  place  elsewhere  any  convicts  which  we  may  be  under 
obligation  to  keep  at  the  expiration  of  the  year  1912.  The  Tennessee  Co. 
operates  21  coal  mines  in  Alabama.  Convicts  worked  in  only  two  of  these  in 
1911  and  in  only  one  in  1912. 

And  he  writes  to  me  in  another  letter  that  on  February  1  of  this 
year  there  were  exactly  180  county  convicts  and  no  State  convicts  in 
their  employ. 

I  thought  perhaps  Mr.  Oakley  could  correct  any  of  those  state- 
ments if  they  were  wrong. 

Mr.  Oaklet.  That  is  about  right  as  to  numbers.  They  had  about 
200  the  last  information  I  had,  and  they  are  not  taking  any  new 
leases.  They  are  gradually  going  out,  and  the  number  is  decreasing 
regularly. 

The  Chairman.  If  none  of  the  committee  care  to  ask  you  anything 
further,  you  are  excused. 

Mr.  Bartlett.  I  just  want  to  ask  this  question :  This  part  of  the 
law  requires  a  separation  of  felony  and  misdemeanor  convicts.  Is 
it  carried  out  ? 

Mr.  Oakley.  How  was  that  ? 
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Mr.  Baetlett.  The  law  that  requires  convicts  convicted  for  mis- 
demeanors not  involving  moral  turpitude  shall  not  be  worked  with 
felony  convicts  is  carried  out,  is  it  not?  You  do  not  work  them 
together  ? 

Mr.  Oaklet.  No,  sir;  that  law  requires  that  they  shall  not  be 
worked  together. 

Mr.  Bartlett.  I  say,  you  comply  with  the  law  ? 

Mr.  Oaklet.  Yes,  sir. 

STATEMENT  OF  P.  J.  M'ARDLE. 

The  witness  was  duly  sworn  by  the  chairman.  - 

The  Chairjian.  Where  do  you  live,  Mr.  McArdle? 

Mr.  McArdle.  Pittsburgh. 

The  Chairman.  Are  you  connected  in  any  way  with  steel  workers 
in  Pennsylvania? 

Mr.  McArdle.  I  was  national  president  of  the  American  Associa- 
tion of  Iron,  Steel,  and  Tin  Workers  of  North  America  for  five 
years,  up  until  the  first  of  September,  1911. 

The  Chairman.  I  believe  you  had  a  statement  that  you  prepared 
on  one  occasion  covering  conditions  in  the  iron  and  steel  business 
that  you  showed  me.  I  will  ask  you  to  read  that  to  the  committee. 
It  will  save  the  trouble  of  a  long  examination.  Have  you  that  state- 
ment with  you? 

Mr.  McArdle.  The  statement  I  read  to  you  was  a  statement  I  pre- 
pared at  the  request  of  representatives  of  the  Government,  the 
Department  of  Commerce  and  Labor. 

Mr.  Bartlett.  The  Bureau  of  Labor? 

Mr.  McArdle.  The  Bureau  of  Labor  of  the  Department  of  Com- 
merce and  Labor. 

The  Chairman.  That  statement  covers  the  matter  we  are  inter- 
ested in  and  I  will  ask  you  to  read  it. 

Mr.  McArdle.  I  will  say  that  deals  with  facts  relating  to  a  strike 
in  the  sheet  and  tin  industry  of  the  plant  of  the  American  Sheet  & 
Tin  Plate  Co. 

The  Chairman.  That  is  about  the  time  of  this  advertisement  we 
were  talking  about  on  Saturday? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Young.  Is  this  statement  based  on  your  personal  knowledge, 
or  a  general  statement  gathered  from  investigations  and  statements 
of  others? 

Mr.  McArdle.  This  statement  is  based  chiefly  upon  my  personal 
knowledge. 

Mr.  Gardner.  Is  that  the  advance  sheets  of  the  report  of  Com- 
missioner Neill  that  you  have  there? 

Mr.  McArdle.  No,  sir ;  this  is  a  copy  taken  from  reports  submitted 
by  me  to  the  organization. 

Mr.  Gardner.  Is  that  in  the  advance  sheets  of  Mr.  Neill's  report? 

Mr.  McArdle.  I  can  not  say.  I  have  never  seen  any  copy  of  the 
report  that  they  made  on  the  subject. 

Mr.  Gardner.  It  has  not  been  printed,  but  the  advance  sheets  are 
out.    Have  you  got  that,  Mr.  Chairman? 

The  Chairman.  I  have  those  advance  sheets. 

Mr.  Eeed.  I  have  a  copy  here. 
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The  Chaikman.  I  have  not  had  an  opportunity  to  read  them  care- 
fully. I  want  to  put  such  of  it  as  is  relevant  in  this  hearing,  but  I 
have  not  had  the  opportunity  yet  to  examine  it. 

Mr.  McAbdle.  Do  you  want  me  to  proceed? 

The  Chairman.  Yes.  I  think  it  will  save  time  to  have  you  read 
that  statement. 

Mr.  Beall.  You  are  willing  to  adopt  that  now  as  your  statement 
before  the  committee,  under  oath  ? 

Mr.  McAedle.  Yes,  sir  [reading]  : 

Every  year  prior  to  July  1,  1909,  since  the  formation  of  the  American  Sheet 
&  Tin  Plate  Co.,  the  Amalgamated  Association  of  Iron,  Steel,  and  Tin  Workers 
has  entered  into  a  yearly  wage  scale  agreement  with  that  company  for  the 
men  employed  in  the  "  hot  mill  department  "  of  a  number  of  their  plants.  This 
wage-scale  agreement  applied  to  the  following  positions  in  sheet  and  tin  mills : 

Sheet  mills :  Roller,  heater,  rougher,  catcher,  doubler,  matcher,  pair  heater, 
shearman. 

Tin  mills :  Roller,  doubler,  heater,  catcher,  screw  boy,  shearman. 

Certain  of  the  men  employed  at  the  positions  enumerated  hired  "helpers" 
and  paid  them  out  of  the  rate  provided  for  their  own  positions  in  the  wage 
scale. 

In  June,  1908,  such  a  wage-scale  agreement  was  entered  into  between  the 
A.  A.  of  I.  S.  &  T.  W.  and  the  American  Sheet  &  Tin  Plate  Co.  for  the  following 
works  of  that  company : 

Tin  mills :  American  Works,  Elwood,  Ind. ;  Morewood  Works,  Gas  City,  Ind. ; 
Anderson  Works,  Anderson,  Ind.;  Laughlin  Works,  Martins  Ferry,  Ohio;  La 
Belle  Works,  Wheeling,  W.  Va. ;  Falcon  Works,  Niles,  Ohio ;  New  Castle  Works, 
New  Castle,- Pa.;  Shenango  Works,  New  Castle,  Pa.;  Sharon  Works,  South 
Sharon,  Pa. ;  and  Humbert  Works,  Connellsville,  Pa. 

Sheet  mills:  Aetna-Standard  Works,  Bridgeport,  Ohio;  Piqua  Works,  Piqua, 
Ohio;  Guernsey  Works,  Cambridge,  Ohio;  Midland  Works,  Muncle,  Ind.;  and 
Struthers  Works,  Struthers,  Ohio. 

This  wage  scale  expired  with  June  30,  1909,  being  for  a  period  of  one  year. 
On  June  1,  1909,  the  American  Sheet  &  Tin  Plate  Co.  posted  notices  in  the  hot- 
mill  departments  of  all  the  above-mentioned  mills  that  were  then  in  operation, 
stating  in  effect  that  after  the  expiration  of  the  wage-scale  agreement  the 
mills  would  be  run  as  "  open  "  mills ;  as  a  part  of  this  notice  a  schedule  of  ton- 
nage rates  was  also  posted  as  the  wage  scale  that  would  be  effective  after  July 
1  until  further  notice.  In  the  tin  mills  these  new  rates  were  substantially  3} 
per  cent  less  than  rates  then  in  effect. 

On  the  sheet  mills  the  rates  of  the  roller,  heater,  and  shear  men  were  re- 
duced about  2.45  per  cent,  the  others  remaining  as  before.  In  addition  to  this 
reduction  from  the  minimum  tonnage  rates  of  the  then  existing  wage  scale, 
the  "  sliding-scale  "  feature  of  the  agreement  was  left  out.  This  feature  pro- 
vided for  advances  above  the  minimum  wage  rate  when  the  material  made  sold 
at  certain  prices  for  a  given  period. 

In  the  agreement  between  the  A.  A.  of  I.  S.  &  T.  W.  and  the  A.  S.  &  T.  P.  Co. 
both  the  wage  scale  for  the  sheet  mills  and  that  for  the  tin  mills  contained 
what  was  known  as  "  footnotes  "  to  the  number  of  25  or  thereabout,  each  deal- 
ing either  directly  or  indirectly  with  the  wage  scale  or  the  conditions  of  em- 
ployment. In  the  notice  dealing  with  the  wage  rate  none  of  these  appeared 
except  one,  and  that  in  a  modified  form. 

On  June  1,  I,  as  president  of  the  Amalgamated  Association  of  Iron,  Steel, 
and  Tin  Workers,  addressed  a  letter  to  Mr.  S.  A.  Davis,  vice  president  of  the 
American  Sheet  &  Tin  Plf.te  Co.,  asking  that  a  date  be  set  for  the  usual  annual 
wage  conference.    To  this  letter  I  received  no  reply. 

About  June  17,  1909,  I  addressed  a  letter  to  Mr.  E.  W.  Pargny,  president  of 
the  American  Sheet  &  Tin  Plate  Co.,  calling  his  attention  to  the  subject  matter 
of  my  letter  to  Mr.  Davis,  and  to  the  fact  that  I  had  received  no  answer,  asking 
him  at  the  same  time  if  it  would  be  possible  to  arrange  for  such  conference.  A 
few  days  later  I  received  a  reply  from  Mr.  Pargny,  to  the  effect  that  as  the 
notices  posted  in  their  plants  indicated  the  intentions  of  the  company  after 
July  1,,  they  did  not  care  to  arrange  for  a  conference. 

I  then  endeavored  to  bring  about  a  conference  by  having  the  officers  of  the 
National  Civic  Federation  use  their  good  offices  to  that  end.  I  wrote  a  letter 
to  Mr.  Seth  Low,  chairman,  and  Mr.  John  Mitchell,  chairman  of  the  trades- 
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agreement  department  of  that  organization,  requesting  that  they  solicit  Mr. 
Gary,  of  the  Vnited  States  Steel  Corporation,  to  grant  us  a  conference. 

I  wag  later  advised  that  Mr.  Low  had  taken  the  matter  up  with  Mr.  Gary, 
and  had  been  told  by  that  gentleman  that  the  matter  was  in  the  hands  of  the 
officers  of  the  American  Sheet  &  Tin  Plate  Co.,  and  that  he  (Mr.  Gary)  did  not 
care  to  interfere. 

In  the  meantime  the  amalgamated  association  held  a  meeting  of  delegates 
from  Its  subordinate  lodges,  the  members  of  which  were  employed  In  either 
sheet  or  tin  mills,  whether  employees  of  the  American  Sheet  &  Tin  Plate  Co, 
or  other  companies.  At  this  meeting  It  was  decided  that  the  members  would 
not  resume  worli  In  the  mlUs  of  the  American  Sheet  &  Tin  Plate  Co.  on  July  1 
If  a  conference  was  not  held  and  a  settlement  reached  before  that  time. 

As  no  such  conference  was  held  or  settlement  made,  the  decision  of  the  meet- 
ing referred  to  was  carried  out,  with  the  result  that  practically  all  the  men  in 
the  hot-mill  department  of  the  plants  before  enumerated  refused  to  return  to 
work  on  July  1,  with  the  exception  of  those  employed  at  the  sheet  mill  known 
as  the  Guernsey  Works,  Cambridge,  Ohio. 

At  this  plant  only  about  four  men  responded  to  the  strike  order.  This  Is 
only  to  be  explained  by  the  fact  that  prior  to  'April,  1909,  this  plant  had  been 
idle  since  July,  1908,  and  the  men  were  in  financial  straits  to  such  an  extent 
that  they  felt  unable  to  stand  any  further  idleness,  coupled  with  the  facts  that 
through  the  enlargement  of  the  capacity  of  the  plant  while  it  was  Idle  a 
number  of  them  were  given  more  remunerative  jobs  than  they  had  before  held, 
and  that  the  local  business  men  threatened  to  deny  them  credit  if  they  refused 
to  work.  These  are  the  reasons  advanced  by  the  men  to  representatives  of  the 
amalgamated  association  in  conversation  with  them. 

The  plants  at  Niles,  Ohio,  Connellsville,  Pa.,  Struthers,  Ohio,  Muncie,  Ind., 
Anderson,  Ind.,  and  Gas  City,  Ind.,  have  been  idle  for  many -months  and  In 
most  cases  for  two  or  more  years  prior  to  the  present  strike.  The  result  was 
that  few  or  no  men  were  left  in  the  locality  of  those  plants  at  the  time  the 
strike  began.  In  all,  approximately  4,300  men  left  the  hot-mill  department  of 
those  plants  affected  herein  named  on  July  1,  1909.  The  overwhelming  ma- 
jority of  these  men  were  English-speaking  people,  and  a  large  majority  of 
them  were  American-born  citizens.  With  rare  exceptions  those  that  were  for- 
eign born  were  citizens  of  the  United  States  for  many  years.  Continental 
European  people  had  found  employment  in  the  hot-mill  department  of  the 
plants  affected  only  in  a  very  limited  degree. 

Shortly  after  July  1  the  American  Sheet  &  Tin  Plate  Co.  undertook  to  operate 
a  number  of  their  plants  with  other  than  their  former  employees,  or  what  Is 
commonly  known  as  strike  breakers. 

While  the  company  seemed  to  be  making  efforts  to  secure  men  for  this  pur- 
pose wherever  they  might  be  found  and  in  such  numbers  as  could  be  secured, 
Pittsburgh  was  made  the  chief  recruiting  center  and  rendezvous.  The  greatest 
number  of  those  who  had  practical  experience  as  sheet  or  tin  workers  that 
accepted  employment  with  the  company  were  secured  from  the  nonunion  inde- 
pendent mills  and  were  induced  to  accept  the  employment  by  the  payment  by 
the  company  of  a  fixed  day  rate  for  each  job  regardless  of  output,  which  rate 
frequently  exceeded  the  amount  possible  to  be  earned  in  a  mill  paying  the 
union  scale.  This  arrangement  continued  in  most  of  the  plants  until  late  In 
the  fall  of  1909. 

Another  inducement  offered  by  the  company  to  the  strike  breakers  In  many 
instances  was  Jobs  the  regular  pay  of  which  was  higher  than  the  ones  they 
then  held  and  which  their  lack  of  necessary  skiU  made  It  difficult  for  them  to 
secure. 

In  addition  to  the  class  of  men  Just  mentioned,  the  company  hired  a  horde  of 
Inexperienced  foreigners,  including  Syrians,  Poles,  Hungarians,  and  Italians, 
who  had  no  sheet  or  tin  mill  experience.  These  men  were  mostly  recruited  In 
and  about  Pittsburgh  by  employment  agencies  and  special  agents  of  the  com- 
pany. In  addition  to  these,  the  company  introduced  into  these  mills  for  the 
first  time  negro  workmen,  most  of  whom  had  had  no  previous  experience  and 
most  of  whom  were  secured  in  Pittsburgh.  About  60  of  these  negro  workmen 
were  employed  in  the  company's  plant  at  South  Sharon  at  one  time,  and  many 
of  them  are  there  yet. 

In  the  annual  wage  conference  held  with  the  American  Sheet  &  Tin  Plate 
Co.  no  Intimation  was  given  that  they  would  not  meet  the  amalgamated  asso- 
ciation In  conference  after  that  jear.    At  that  conference,  however,  the  com- 
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pany's  representatives  wanted  to  exclude  from  the  agreement  the  plants  at 
Anderson,  Ind.,  Gas  City,  Ind.,  Connellsville,  Pa.,  and  Niles  Ohio.  The  reason 
advanced  was  that  the  plants  were  Inoperative  and  that  they  did  not  want  to 
put  themselves  in  the  position  of  making  agreements  for  plants  that  might 
never  be  operated. 

The  amalgamated  association  representatives  refused  to  take  that  view  of  It 
and  insisted  that  those  plants  be  included  in  any  agreement  that  was  made, 
which  was  done.  One  reason  for  strict  adherence  to  that  policy  was  that  it 
was  evident  to  us  that  any  of  these  plants  might  be  excluded  from  the  terms 
of  the  agreement,  might  easily  be  put  In  operation  as  a  nonunion  plant,  thus 
Increasing  the  percentage  of  nonunion  plants  of  the  company,  reducing  the 
amount  of  work  to  be  done  in  the  union  plants,  and  ultimately,  by  a  slow  but 
sure  process,  exterminate  the  organization  in  the  plants  of  that  company. 

This  conclusion  had  been  forced  on  us  by  past  experiences.  It  is  a  well- 
established  fact  that  for  a  number  of  years  the  American  Sheet  &  Tin  Plate 
Co.  has  had  a  production  capacity  much  in  excess  of  its  business  needs  in  both 
the  sheet  mills  and  tin-plate  departments.  The  Inevitable  result  of  this  has 
been  that  even  in  prosperous  times  some  of  their  plants  have  suffered  an 
enforced  Idleness  for  want  of  business.  Under  such  circumstances  we  have 
had  the  experience  of  men,  after  long  periods  of  idleness,  "petitioning"  the 
company  to  operate  the  plants  in  which  they  were  employed  as  a  nonunion 
plant,  and  consequently  at  a  reduced  wage  rate,  upon  the  theory  that  they 
could  thereby  secure  steady  work.  This  was  the  case  at  Canton,  Ohio,  Ores- 
den,  Ohio,  and  New  Kensington,  Pa.  It  may  be  stated  here  that  we  have 
always  been  convinced  that  these  "  voluntary  petitions "  originated  In  the 
offices  of  the  company.  They  have  usually  been  vigorously  advocated  by  local 
business  men,  who  were  anxious  to  have  the  plant  resume  operations  regardless 
of  the  sacrifice  necessary  to  be  made  by  the  men. 

At  the  conference  of  1908,  at  which  that  proposition  of  exclusion  of  the 
plants  was  made,  a  settlement  was  reached  after  the  amalgamated  association 
had  agreed  to  accept  a  wage  reduction  amounting  to  approximately  6  per  cent 
in  the  tin  mills  and  a  slight  reduction  in  the  sheet  mills.  This  fact  is  referred 
to  because  of  the  frequent  statements,  credited  to  officials  of  the  United  States 
Steel  Corporation,  the  Steel  Corporation  had  not  reduced  wages  during  the 
recent  panic. 

Prior  to  the  posting  of  the  notices  in  the  plants  on  June  1,  1909,  the  American 
Steet  &  Tin  Plate  Co.  gave  no  notice  to  the  amalgamated  association  of  their 
intention  to  discontinue  their  relations  with  it,  nor  did  they  subsequently  volun- 
teer any  such  Information. 

It  should  be  understood  that  the  wage-scale  agreement  herein  referred  to 
provided  for  a  uniform  wage  rate  and  conditions  in  all  the  plants  to  which  it 
applied  of  like  character. 

It  was  also  the  same  as  agreed  to  by  the  independent  manufacturers  of  sheet 
and  tin  plate  who  had  agreements  with  us. 

After  the  American  Sheet  &  Tin  Plate  Co.  had  refused  to  meet  the  representa- 
tives of  the  amalgamated  association  in  conference  to  negotiate  a  wage-scale 
agreement  for  1909-10,  a  conference  was  held  with  a  group  of  independent  sheet 
and  tin  plate  manufacturers  and  an  agreement  signed  providing  for  the  same 
scale  of  wages  as  was  in  effect  In  the  sheet  and  tin  mills  for  the  scale  year 
1908-9. 

All  the  independents  who  had  agreements  with  our  associations  for  the  year 
1908-9  signed  that  agreement  or  scale  except  the  Youngstown  Sheet  &  Tube 
Co.,  of  Youngstown,  Ohio.  Mr.  James  A.  Campbell  told  his  employees  that  he 
would  pay  the  same  scale  as  the  American  Sheet  &  Tin  Plate  Co.,  and  that  he 
would  sign  the  scale  when  that  company  did.  The  action  of  that  company 
caused  a  strike  there,  which  Is  still  being  carried  on. 

After  July  1,  1909,  when  the  strike  became  effective,  an  effort  was  made  by 
the  amalgamated  association  to  organize  the  men  in  the  nonunion  mills  of  the 
American  Sheet  &  Tin  Plate  Co.  Our  strongest  effort  was  directed  at  Vander- 
grift,  Pa.,  and  we  felt  encouraged  by  the  prospect  until  the  events  described  In 
the  following  statements  took  place,  with  every  indication  of  their  continuance 
In  some  form  or  other. 

Note.— The  statements  referred  to  in  the  foregoing  paragraph  are  those  made 
and  sworn  to  by  Vice.  President  I>.  Lewis  and  Robert  Edwards,  and  which 
appear  elsewhere  in  this  report. 
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CHARGES    AGAINST    THE   UNITED    STATES    STEEL    CORPORATION. 

The  meeting  of  trades-union  representatives  held  in  Pittsburgh  last  December 
decided  that  a  number  of  committees  should  be  appointed  to  make  charges 
against  the  Steel  Corporation  to  the  President  of  the  United  States,  In  which 
its  mistreatment  of  labor  should  be  set  forth.  This  wiis  formally  done  on 
January  6  of  this  year.  Later,  at  the  invitation  of  the  Department  of  Justice, 
a  statement  with  evidence,  which  President  Gompers  had  caused  to  be  prepared, 
was  submitted  to  the  Attorney  General  in  support  of  the  charges. 

Much  of  this  matter  has  reference  to  events  in  connection  with  our  strike 
against  the  American  Sheet  &  Tin  Plate  Co.,  and  serves  to  bring  out  clearly 
some  of  the  opposition  we  have  met  with  in  the  efCorts  that  have  been  made  to 
reach  the  nonunion  men  In  the  sheet  and  tin  industry.  I  am  embodying  the 
statement  in  this  report  so  that  it  may  be  preserved  in  our  records.  I  would 
also  commend  it  to  the  careful  study  of  every  delegate  when  opportunity 
presents. 

The  Chairman.  Now,  with  the  consent  of  the  committee,  this 
statement  that  you  gave  to  the  Government  you  can  just  insert  in  the 
record. 

Mr.  Gabdneh.  Where  was  this  Vandergrift,  Pa.?  What  was  the 
name  of  the  place  where  you  say  you  expected  success  ? 

Mr.  McArdle.  Vandergrift,  Pa. 

Mr.  Gardner.  What  was  the  name  of  the  mill  there? 

Mr.  McArdle.  It  is  the  Vandergrift  Works  of  the  American  Sheet 
&  Tin  Plate  Co.    I  think  that  is  what  it  is  known  as. 

Mr.  Reed.  That  is  right. 

Mr.  McArdle.  What  did  you  say,  Mr.  Chairman,  regarding  the 
statement  I  referred  to  ? 

The  Chairman.  I  said  you  could  put  that  into  the  record. 

Mr.  McArdle.  Together  with  what  I  read  ? 

The  Chairman.  And  the  rest  of  it,  so  much  as  you  gave  to  the 
department. 

Mr.  Reed.  It  is  understood,  of  course,  that  all  that  Mr.  McArdle 
cares  to  submit  will  be  considered  as  being  put  in  under  oath  ? 

The  Chairman.  Yes. 

I  wanted  you  to  read  that  much  of  it,  because  it  covered  in  a  few 
words  what  I  wanted  to  question  you  about,  and  I  suggested  that 
simply  to  save  time. 

I  understood  you  to  state  that  the  great  majority  of  these  workmen 
who  left  the  employ  of  the  United  States  Corporation,  or  of  the 
American  Sheet  &  Tin  Plate  Co.,  were  American  citizens,  or  Ameri- 
can born.  Of  what  class  were  the  foreigners  then  in  the  employ  of 
this  company?  Who  were  they,  and  how  did  they  happen  to  be 
there  ?    Please  explain  that  to  the  committee. 

Mr.  McArdle.  The  men  to  whom  I  refer  were  employed  in  the  hot 
mill  department;  that  is,  the  department  of  the  works  where  the 
plates  are  rolled,  and  are  to  be  separated  in  consideration  of  the 
subject  from  those  who  were  engaged  in  the  strike  who  were  em- 
ployed in  the  tin-house  department.  Those  to  whom  I  referred  as 
foreigners,  that  is,  as  being  foreign  born,  were  chiefly  the  Welsh 
workmen  who  had  come  to  the  country  mostly  at  the  beginning  of 
the  extension  or  expansion  of  the  tin  industry  in  the  nineties. 

The  Chairman.  As  I  understand,  the  making  of  tin  plate  is  a 
comparatively  recent  industry  ? 

Mr.  McArdle.  Yes,  sir. 

The  Chairman.  When  did  this  industry  became  a  factor  in  the 
steel  business  ? 
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Mr.  McArdle.  Beginning  in  the  early  nineties.  It  developed 
pretty  rapidly  during  seven  or  eight  years  after  1892. 

The  Chairman.  Does  it  employ  many  skilled  laborers  ? 

Mr.  McAbdle.  Yes,  sir. 

The  Chairman.  Were  there  any  tin  men  skilled  in  the  handling  of 
the  sheet  steel,  which  is  the  basis  of  this  tin,  and  in  the  tinning  of  it, 
in  this  country  at  that  time  ? 

Mr.  McARDiiE.  Xo ;  not  many. 

The  Chairman.  Where  was  that  industry  principally  carried  on 
at  the  time  of  its  institution  in  this  country  ? 

Mr.  ilcAjiDLE.  Chiefly  in  Wales. 

The  Chairman.  As  I  vmderstand  you,  when  that  industry  was 
first  established  here  it  was  necessary  to  bring  on  tin  workmen,  there 
being  none  in  this  country,  from  Wales — the  more  expert  ones  ? 

Mr.  ^McArdle.  Yes,  sir.  There  were  men  engaged  in  the  sheet 
industry  who  were  very  well  advanced  in  the  sliU  because  of  the 
similarity  of  the  work,  but  not  just  exactly  along  the  lines  followed 
in  the  tin  industry  itself. 

The  Chairman.  Did  these  skilled  Welsh  workmen  remain  in  this 
country  after  they  came  over  here? 

Mr.  McArdle.  Yes,  sir ;  that  is,  speaking  generally. 

The  Chairman.  Did  they  become  citizens  of  this  country? 

Mr.  McArdle.  Yes,  sir. 

The  Chairman.  So  that  at  the  time  that  about  6,000  workmen 
went  out,  as  Mr.  Irvin  testified,  about  how  many  of  them  were  there 
altogether  that  were  displaced  at  that  time? 

ilr.  McArdle.  Mr.  Irvin  gave  the  figure  as  6,000.  I  take  it  that 
he  meant  in  all  departments  of  the  mills.  Those  who  were  employed 
in  tlie  departments  that  belonged  to  our  organization,  that  was  repre- 
sented by  our  organization,  we  approximate  at  4,300,  and  the  number 
employed  in  the  other  departments  we  understood  at  that  time,  from 
the  representatives  of  the  other  organizations,  to  have  been  about 
1,200  or  1,300. 

Mr.  Reed.  I  do  not  think  ^Ir.  Irvin  meant  to  give  those  figures  as 
exact.    He  said  that  was  only  his  impression. 

Mr.  ilcARDLE.  Yes. 

The  Chairman.  You  make  it  about  the  some  figure? 

ilr.  ilcARDLE.  I  would  make  it  about  5,600,  approximately. 

The  Chahoian.  As  I'understand  it,  this  was  the  first  time  that  this 
class  of  foreigners — Syrians,  Poles,  and  Hungarians  or  Roumanians — 
were  brought  into  this  industry,  namely,  at  the  time  of  this  •=trike, 
and  for  the  purpose  of  taking  the  place  of  these  Welsh  and  American 
workmen  who  went  out.  I  am  speaking  now  of  these  Syrians,  Poles, 
and  Roumanians. 

Mr.  McArdle.  I  would  not  say  that  that  was  the  fii-st  time  they 
had  been  employed  in  the  industry.  I  would  say  that  there  were 
compa^ati^'ely  few  of  them  in  the  hot-mill  department:  perhaps  a 
larger  proportion  in  the  tin-house  department.  As  I  understand  the 
advertisement  which  has  been  referred  to,  it  referred  chiefly  or 
specifically,  I  think,  to  the  tin-house  department. 

The  Chairman.  Explain  to  the  committee  the  character  of  this 
work,  the  number  of  hours  the  men  work,  whether  it  is  like  the  work 
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around  the  blast  furnaces — easy  work — where  a  man,  it  is  alleged, 
w'orks  one  hour  and  rests  three,  or  whether  it  is  continuous. 

Mr.  McAedle.  The  work  is  on  an  eight-hour  basis,  or  shifts  of 
eight  hours  each,  in  both  the  hot-mill  department  and  the  tin-house 
department.  I  am  not  so  familiar  with  the  work  in  the  tin-house 
department,  but  the  work  in  the  hot-mill  department  is  skillful  and 
extraordinarily  high,  fast,  hot,  performed  under  anything  but  good 
conditions,  because  of  the  heat  and  the  smoke  that  is  almost  all  the 
time,  particularly  during  hot  weather,  surrounding  the  work  of  the 
men. 

The  Chairman.  Where  does  the  smoke  come  from  ? 

Mr.  McAedle.  It  comes  from  the  necks  of  the  rolls,  on  which  they 
are  forced  to  keep  a  certain  amount  of  grease  to  keep  the  roll  from 
becoming  too  hot  from  friction. 

The  Chairman.  Does  that  grease  burn  and  smoke  ? 

Mr.  McArdle.  Yes ;  the  grease  burns,  causing  smoke. 

The  Chairman.  That  causes  a  stifling  atmosphere? 

Mr.  McArdle.  Yes. 

The  Chairman.  You  speak  of  the  heat;  that  is,  from  these  hot 
plates  ? 

Mr.  McAedle.  That  is  from  the  furnaces  and  the  hot  plates.  The 
continuous  or  almost  continuous  operation  of  the  rolls  keeps  them  in 
a  very  heated  condition.  The  continuous  dragging  of  the  plates  over 
the  iron  floors  or  standings,  as  they  are  called,  necessarily  get  them 
very  hot,  on  which  the  men  are  forced  to  stand  to  do  their  work  or 
walk.  Then,  there  are  the  furnaces.  And  all  this  is  within  a  narrow 
limited  area. 

The  Chairman.  It  developed  here  that  very  little  collective  bar- 
gaining between  the  employer  and  employee  is  in  the  steel  business. 

Mr.  McAedle.  I  did  not  catch  your  first  word. 

The  Chairman.  I  say  it  has  developed  in  this  hearing  that  there  is 
very  little  collective  bargaining  between  the  employer  and  the  em- 
ployee in  the  steel  business ;  that  unionism  is  comparatively  unknown 
in  it ;  and  that  there  is  but  little  organization,  especially  in  the  Steel 
Corporation.  Do  you  know  whether  or  not  that  is  true,  whether  there 
is  now  any  organized  labor  among  the  workmen  in  these  concerns? 

Mr.  McArdle.  So  far  as  I  know,  there  is  not  any  collective  bargain- 
ing'— that  is,  a  wage  scale  agreement  negotiated  by  a  labor  union 
\vith  the  United  States  Steel  Corporation,  affdbting  any  of  its  indus- 
trial plants.  I  am  not  prepared  to  make  that  statement  as  regards 
its  mining  industry.    I  am  not  so  familiar  with  it. 

Mr.  Reed.  And  its  railroads? 

Mr.  McArdle.  And  its  railroads. 

The  Chairman.  I  believe  the  same  condition  prevails  on  railroads 
owned  by  the  Steel  Corporation  as  on  any  other  railroad.  Outside 
of  that,  I  do  not  know  of  any  recognized  union. 

Now,  you  have  had  some  experience  as  a  practical  man.  I  believe 
you  are  a  member  of  the  city  council  in  Pittsburgh  now,  and  are  in 
politics  and  in  business. 

Mr.  McArdle.  Nonpartisan. 

The  Chairman.  Can  you  account  for  that  condition? 

We  find  labor  organizations  usually  among  carpenters,  paper- 
hangers,  bricklayers,  and  plumbers,  and  so  on.  Why  is  it  that  among 
these  200,000  men  there  is  found  no  semblance  of  an  organization? 
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Is  it  that  they  do  want  it,  or  what  is  the  reason  for  it?     If  you  can 
give  any  explanation,  I  would  like  to  know  it. 

Mr.  McAedle.  I  take  it  it  is  because  the  employer  does  not  want  it. 

The  Chairman.  Is  there  any  other  reason  ?     Is  there  anything  in 

the  nature  of  the  employment,  the  manner  in  which  the  men  work, 

that  would  prevent  anything  like  a  community  of  interest  between 

them,  as  to  working  together? 

Mr.  McAkdle.  No,  sir.  That  has  already  been  proven  by  experi- 
ence, because  there  is  not  any  branch  of  the  industry  that  at  some 
time  or  other  has  not  had  an  organization  in  connection  with  it. 

The  Chaieman.  What  is  the  proportion  now,  imder  present  con- 
ditions, of  the  highly  skilled  and  the  unskilled  labor  among  the 
180,000  or  200,000  employees  of  this  concern ;  do  you  know  ? 

Mr.  McAedle.  That  would  be  difficult  to  answer  with  any  degree 
of  accuracy.  My  impression  would  be  that  in  the  larger  steel  plants, 
such  as  would  be  represented  by  those  at  Homestead,  Braddock,  and 
Duquesne,  and  such  industries  as  that,  that  the  skilled  labor  would 
represent  comparatively  a  small  number,  while  in  the  tin  and  sheet 
industry  the  skilled  labor  would  represent  a  large  number. 

The  Chairman.  In  the  highly  finished  product  you  find  quite  a 
number  of  skilled  employees  ? 
Mr.  McAedle.  Yes,  sir. 

The  Chairman.  Do  you  know  whether  there  is  any  disposition 
among  those  in  positions  that  pay  well  for  skilled  employees,  like 
rollers,  to  organize  and  to  look  to  the  interests  of  those  next  below 
them,  and  so  on  down,  like  you  find  among  the  unskilled  laborers  in 
communities  generally  or  among  the  spinners  in  a  cotton  mill  ?  For 
instance,  take  a  cotton  mill,  and  you  find  100  or  200  new  spinners. 
You  know  something  about  the  cotton-mill  industry.  They  seem  to 
have  a  community  of  interest — a  fellowship — among  them. 

What  I  want  to  know  is  if  you  find  that  disposition  among  the 
skilled  steel  laborers  ? 

Mr.  McAedle.  I  think  there  is  a  disposition,  a  desire,  a  feeling  to 
do  it,  but  I  think  there  is  a  fear  perhaps  that  overcomes  all  of  that. 
The  Chairman.  Each  fellow  is  afraid  of  losing  his  place? 
Mr.  McAedle.  That  is  my  judgment. 

The  Chairman.  He  is  afraid  the  fellow  next  below  him  will  get  it? 
*_  Mr.  McAedle.  That  there  are  too  many  men  below  that  are  in 
line  of  advancement,  in  whom  he  possibly  would  not  have  confidence, 
owing  to  what  he  feels  to  be  the  positiqn  on  the  part  of  the  employer 
against  any  attempt  to  organize. 

The  Chairman.  Explain  that — about  the  jealousy  that  exists 
among  the  skilled  laborers  in  the  structural-steel  works;  among  the 
manufacturers  of  heavy  products  of  iron.  What  relation  has  this 
jealousy  of  his  position  to  the  comparatively  few  men  in  it?  What 
effect  has  that  upon  the  industry,  in  the  esprit  de  corps  of  the  men  ? 
I  would  like  you  to  explain  that  to  the  committee. 

Mr.  McArdle.  In  the  industries  to  which  you  refer  I  do  not  think 
there  is  a  very  close  relation ;  that  is,  the  work  does  not  bring  them 
in  as  close  contact  as  it  does  in  some  other  departments,  like  the  bar 
mills  and  sheet  mills,  the  tin  mills.  There  are  comparatively  few  of 
them  necessary  to  operate  the  machinery  arid  the  improved  methods 
which  are  now  in  vogue  in  that  line  of  industry.    They  are  largely 
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separated,  so  that  there  is  not  very  much  of  an  opportunity  for  the 
development  of  that  feeling. 

I  would  say,  further,  it  is  my  judgment  that  in  that  branch  there 
is  not  a  great  deal  of  skill,  speaking  in  a  comparative  way,  with  the 
business  in  its  earlier  stages  of  development.  From  that  standpoint, 
I  would  say  that  there  is  not  a  great  deal  of  sldll  there. 

The  Chairman.  T\Tiat  do  you  mean  by  that  ? 

Mr.  McArdle.  It  is  more  largely  a  mechanical  proposition  than 
it  formerly  was,  with  the  improved  machinery,  which  has  eliminated 
to  a  very  large  extent  the  degree  of  skill  that  was  formerly  required, 
and  to  a  greater  extent  lessened  the  number  of  skilled  men  required. 

ilr.  Gardner.  In  regard  to  that  last  question:  You  said  it  has 
lessened  the  skill  and  lessened  the  number  of  skilled  men  both,  has  it? 

Mr.  McArdle.  Yes;  that  is  my  judgment. 

Mr.  Gardner.  Are  you  familiar  with  the  work  in  blast  furnaces? 

Mr.  McArdle.  No,  sir. 

Mr.  Gardner.  What  I  want  to  get  at  is  this :  We  have  had  a  good 
deal  of  evidence  on  both  sides  which  is  very  divergent  as  to  the  con- 
ditions of  labor  in  blast  furnaces.  We  have  had,  on  the  one  hand, 
witnesses  who  have  said  that,  although  it  was  a  12-hour  day,  for  all 
that  there  was  only  one  hour  in  every  four  when  the  men  were  work- 
ing; to  wit,  when  they  tapped  the  furnaces,  if  that  is  the  correct  ex- 
pression ? 

Mr.  McArdle.  Yes;  I  think  so. 

Mr.  Gardner  (continuing).  And  that  the  other  three  hours  they 
could  loaf  around,  much  as  a  watchman  does. 

Then,  on  the  other  hand,  we  have  had  evidence  tending  to  show 
that,  instead  of  that  being  the  case,  they  actually  are  at  work  nine 
hours,  and  the  other  three  are  the  leisure  hours. 

Could  you  give  any  fair  estimate  of  your  best  judgment  as  to  where 
the  truth  is,  between  those  two  statements  ? 

Mr.  McArdle.  No,  sir;  I  would  not  care  to  make  a  statement  re- 
garding such  a  definite  question  as  to  the  operations  of  a  blast  fur- 
nace, because  my  experience  is  limited;  I  really  have  had  no  ex- 
perience. It  has  only  been  a  very  casual  observation.  I  have  never 
made  an  investigation. 

Mr.  Gardner.  Can  you  suggest  the  name  of  a  good,  level-headed 
man  who  will  not  exaggerate  either  way,  who  knows  of  his  own 
knowledge,  and  who  can  come  up  here  and  tell  us,  and  will?  I  do 
not  want  to  embarrass  a  man  with  his  employers,  or  anything  like 
that ;  but  can  you  tell  us  of  a  'good  man  who  will  not  exaggerate,  and 
who  can  and  will  tell  us  about  that  ? 

Mr.  McArdle.  I  can  not  just  now.    I  might  be  able  to  later  on. 

Mr.  Gardner.  If  you  can,  will  you  communicate  with  the  com- 
mittee ? 

Mr.  McArdle.  I  shall  be  glad  to  do  so. 

Mr.  Gardner.  I  wish  you  would ;  because  where  statements  so  very 
divergent  as  this  are  made  to  this  committee,  it  is  hard  for  us  to  get 
a  fair  estimate  of  the  truth ;  at  least,  it  is  for  me. 

How  about  organized  labor  amongst  the  independents:  First,  as 
to  Jones  &  Laughlin?    Are  their  workmen  organized? 

Mr.  McAkdle.  No,  sir.  There  has  been  no  organization  among 
Jones  &  Laughlin's  men  since  1897,  so  far  as  that  branch  of  the  in- 
dustry is  concerned  of  which  I  have  been  speaking. 
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Mr.  Gardner.  I  did  not  know  whether,  as  a  matter  of  fact,  they 
did  make  tin  plate. 

Mr.  McArdle.  They  do  now,  but  that  is  a  recent  thing. 

Mr.  Gardner.  How  about  Cambria?, 

Mr.  McArdle.  There  is  none  there. 

I  may  anticipate  your  question,  Mr.  Gardner,  by  saying  that  there 
is  no  organization,  now,  in  any  large  steel  plant  in  the  United  States. 
When  I  say  that,  I  mean  those  making  steel. 

Mr.  Gardner.  Making  the  cruder  forms? 

Mr.  McArdle.  Yes;  as  distinguished  from  those  who  are  finishing 
steel  products ■ 

Mr.  Gardner.  Making  tools  and 

Mr.  McArdle.  Leaving  out  tin  plate  and  bar  iron. 

The  Chairman.  I  may  be  under  a  misapprehension,  and  I  want  to 
be  corrected,  if  I  am.    How  about  the  Republic  Iron  &  Steel  Co.  ? 

Mr.  McArdle.  They  come  under  the  exception  that  I  had  in  mind 
when  I  answered  Mr.  Gardner,  that  they  do  employ  union  labor,  but 
their  chief  business  is  the  bar-iron  business.  It  has  been.  They  are 
developing  rapidly  into  the  production  of  steel  pipe  and  so  on. 

The  Chairman.  That  is  all,  Mr.  McArdle.    Thank  you. 

Mr.  Gardner.  They  have  blast  furnaces,  do  they  not? 

Mr.  McArdle.  Yes. 

Mr.  Gardner.  Are  their  blast-furnace  men  organized? 

Mr.  McArdle.  No  blast-furnace  men  are  organized  in  the  country. 

Mr.  Gardner.  It  is  only  their  skilled  men  who  are  organized,  is  it, 
in  the  Republic  Works  ? 

Mr.  McArdle.  Their  skilled  men  and  their  bar-iron  mills. 

Mr.  Gardner.  I  do  not  know  what  a  bar-iron  man  is. 

Mr.  McArdle.  He  makes  bar  iron,  rounds,  squares,  wagon  tires, 
and  so  forth. 

Mr.  Gardner.  You  are  a  member  of  the  commission  that  governs 
the  city  of  Pittsburgh.  It  is  a  commission  form  of  government,  is 
it  not?. 

Mr.  McArdle.  No,  sir;  it  is  a  small  council  of  nine  members,  as 
distinguished  from  the  usual  form  of  two  bodies. 

Mr.  Gardner.  That  is  what  I  meant. 

Mr,  McArdle.  Yes.  What  I  meant  is  that  the  mayor  is  there, 
with  his  usual  powers  and  functions. 

Mr.  Gardner.  That  is  so  with  us  in  what  we  call  the  commission 
form  of  government  in  my  State. 

We  have  a  great  deal  of  evidence  as  to  the  conditions  of  labor 
and  the  inadequacy  of  pay.  That  ought  to  show  in  the  vital  statis- 
tics or  the  statistics  of  illness  in  the  city  of  Pittsburgh.  Have  you 
made  a  study  of  those  statistics? 

Mr.  McArdle.  No,  sir ;  I  have  not. 

Mr.  Gardner.  It  ought  to  show  there  if  it  is  as  alleged.  I  have 
no  idea  whether  it  does  or  does  not  show  there.  I  thought  possibly 
you  might  be  able  to  answer  that  question. 

Mr.  McArdle.  I  might  say,  however,  in  that  connection,  that  so 
far  as  the  general  discussion  along  that  line  has  gone  affecting  Pitts- 
burgh, it  would  not  necessarily  show  in  the  vital  statistics  of  Pitts- 
burgh because  the  greater  part  of  that  discussion  has  had  reference 
to  territory  outside  of  the  city  limits  of  Pittsburgh. 
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Mr.  Gaedner.  Would  it  show  in  the  vital  statistics  of  Braddock, 
Allegheny,  and  McKeesport? 

Mr.  McAedle.  Braddock,  Homestead,  Duquesne,  and  McKeesport 
are,  perhaps,  the  chief  ones. 

Mr.  Gabdnee.  That  ought  to  show  it,  then. 

Do  you  know  whether  their  vital  statistics  are  kept  as  accurately  as 
city  statistics  are  kept? 

Mr.  McAbdle.  I  could  not  say,  Mr.  Gardner. 

Mr.  Gardner.  Is  their  method  of  keeping  such  statistics  pretty 
much  up  to  date?    Do  they  have  a  city  organization  up  there? 

Mr.  McArdle.  I  could  not  give  you  any  information  on  that  point. 

Mr.  Gardner.  That  is  all. 

Mr.  YoTTNG.  When  you  say  that  there  are  no  union  men  employed 
in  the  steel  mills,  those  making  the  cruder  forms  of  steel,  do  you 
mean  literally  that  or  do  you  mean  that  the  employers  do  not  deal 
with  the  unions  and  make  bargains  with  the  unions  as  they  formerly 
did  with  the  amalgamated  association? 

Mr.  McAedle.  I  think  I  stated,  Mr.  Young,  in  answer  to  that 
questioiL  that  there  is  not  now  any  collective  bargaining. 

Mr.  YoTJNQ.  Yes ;  you  stated  that ;  but  later,  in  replying  to  a  ques- 
tion of  Mr.  Gardner's,  I  understood  you  to  say  that  there  were  no 
union  men  in  those  mills,  and  I  wanted  to  know  if  you  really  meant 
that. 

Mr.  McAedle.  I  had  special  reference,  Mr.  Young — which  I  pre- 
sume Mr.  Gardner  understood — ^to  that  class  of  men  who,  if  they 
belonged  to  labor  unions,  would  belong  to  the  amalgamated  asso- 
ciation. 

Mr.  Gaedner.  What  Mr.  Gardner  would  have  assumed  would  be 
that  it  would  not  be  worth  while  for  men  to  keep  their  union  cards 
paid  up  if  they  were  out  working  in  a  nonunion  place. 

Mr.  McAedle.  What  I  can  say  directly  to  Mr.  Young  is  that  the 
statement  can  be  taken  literally. 

Mr.  YoTJNG.  I  understood  you  to  state  earlier  that  you  were  the 
president  of  the  amalgamated  association,  or  this  branch  of  it,  until 
some  time  in  1911;  is  that  correct? 

Mr.  McAedle.  Yes.    About  September  1. 

Mr.  Young.  I  assume  that  the  organization  certainly  existed  and 
must  have  members. 

Mr.  McAedle.  Yes,  sir. 

Mr.  Young.  At  least  to  that  time;  that  is  true,  is  it  not? 

Mr.  McAedle.  Yes. 

Mr.  Young.  Where  are  these  men  workiijig? 

Mr.  McAedle.  In  answer  to  Mr.  Gardner  I  described  what  I  had 
in  mind  as  the  steel  plants.  There  are  many  mills  throughout  the 
United  States  that  do  not  work  any  steel  at  all ;  they  work  iron. 

Mr.  Young.  Yes. 

Mr.  McAedle.  Among  the  trade,  whose  language  perhaps  I  would 
have,  a  tin  mill  or  a  sheet  mill  would  not  be  regarded  in  the  ordi- 
nary sense  as  a  steel  mill,  because  it  does  not  produce  any  steel;  it 
merely  finishes  the  steel  into  the  product. 

Mr.  Young.  I  understand. 

Mr.  McAedle.  It  is  in  that  class  of  mills  that  the  present  members 
of  the  amalgamated  association  are  employed — ^in  these  iron  mills 
and  in  independent  sheet  and  tin  mills. 
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Mr.  Young.  Are  they  employed  in  the  sheet  and  tin  mills  of  the 
United  States  Corporation's  subsidiaries? 

Mr.  McAhdle.  I  think  perhaps  there  are  some  men  who  are  now 
employed  in  the  sheet  and  tin  mills  of  the  United  States  Steel  Cor- 
poration who  are  holding  their  membership  in  the  amalgamated 
association. 

Mr.  Gardner.  I  presume  that  is  all  dead  loss  to  them  to  do  so? 
They  have  to  keep  their  union  cards  paid  up  without  getting  any 
special  benefit  from  it? 

Mr.  McAedle.  It  is  a  dead  loss  in  a  sense. 

Mr.  Gardner.  I  mean,  immediately  and  i)ecuniarily  it  is  a  loss? 

Mr.  McArdle.  Except  in  so  far  as  the  existence  of  an  organization 
to  which  they  would  contribute  would  influence  their  wage  rate  and 
their  treatment. 

Mr.  Gardner.  Let  me  put  it  this  way:  Suppose  a  man  who  has 
been  a  union  man  allows  his  card  to  lapse  and  then  he  wants  to  go  to 
work  in  a  closed  shop  of  the  same  sort  at  a  future  date ;  he  has  to  pay 
his  back  dues,  has  he  not? 

Mr.  McAhdle.  I  might  say  there,  Mr.  Gardner,  that  there  is  not 
now,  nor  has  there  even  been,  what  people  generally  speak  of  as  a 
"  closed  "  shop  in  the  iron  and  steel  business.  We  spoke  of  a  union 
mill  as  a  mill  where  the  company  had  agreed  with  the  organization 
to  pay  a  certain  scale  of  wages  and  work  under  certain  fixed  condi- 
,  tions.  There  was  never  an  agreement  between  us  that  they  should  or 
should  not  employ  any  particular  kind  or  class  of  men.  It  was  not 
predicated  upon  their  membership  in  the  organization. 

Mr.  Gardner.  You  had  nothing  like  a  union  stamp  ? 

Mr.  McArdle.  No,  sir.  We  had  no  label,  nor  did  we  have  a  condi- 
tion where  a  man  had  to  be  a  member  of  the  union  before  he  could  go 
into  a  mill  and  be  employed. 

Mr.  Gardner.  What  I  was  trying  to  get  at  was  this:  You  take  a 
union  in  the  shoe  business.  Suppose  a  factory  is  a  union-stamped 
factory,  the  work  may  slack  and  the  man  may  go  to  some  open  shop 
for  a  good  while,  but  he  will  keep  his  card  paid  up,  because  he  does 
not  know  when  he  will  want  to  go  back  again,  according  to  the  con- 
ditions of  the  trade,  in  the  union-stamp  factory.  If  it  continues  a 
very  long  time  he  allows  his  card  to  lapse;  the  union  probably  does 
not  require  him  to  pay  up  the  whole  amount.  That  is  a  matter  for 
adjustment  between  the  union  and  the  man.  But,  substantially 
speaking,  a  man  would  not  join  a  union  until  he  wanted  to  go  inro 
a  union-stamped  factory.  If  he  was  in  an  independent  one  that 
would  simply  mean  that  he  would  have  to  pay  his  25  cents  right 
along  without  its  doing  him  any  good  ? 

Mr.  McArdi^.  Either  for  that  purpose  or  for  the  purpose  of  laying 
a  foundation  for  the  union  in  the  plant  in  which  he  was  then  em- 
ployed and  ultimately  making  that  a  union  plant. 

Mr.  Gardner.  I  should  say  that  that  did  not  happen  so  often,  so 
far  as  shoe  men  are  concerned. 

Mr.  McArdle.  The  industries  where  men  work  for  any  length  of 
time  and  retain  their  membership  in  nonunion  plants  are  very  few  in 
the  steel  industry. 

Mr.  Gardner.  I  should  suppose,  in  the  nature  of  things,  that  would 
be  so. 
Mr.  McArdle.  That  is  true. 
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Mr.  Young.  I  would  like  to  ask  you  this  question;  I  do  it  because 
I  assume  that  you  know  a  great  deal  more  about  it  than  I  do :  Do  you 
assume  that  the  union  is  of  no  benefit  to  a  man  whatever  unless  there 
is  collective  bargaining?  I  had  supposed  there  were  many  ways  in 
which  it  might  be  of  some  benefit  to  the  men.  Mr.  Gardner's  ques- 
tion seemed  to  indicate  that  that  is  his  idea. 

Mr.  MoAedie.  No. 

Mr.  Gardner.  That  what  was  my  idea  ? 

Mr.  Young.  That  unless  they  could  have  collective  bargaining  the 
union  could  be  of  no  benefit  to  the  man  at  all. 

Mr.  McArdle.  No  ;  I  do  not  assume  that,  and  I  do  not  assume  that 
Mr.  Gardner  meant  that.  I  do  assume  this,  however,  that  a  few 
union  men  scattered  throughout  a  few  hundred  nonunion  men  in  a 
plant  owned  and  operated  by  people  who  are  opposed  to  unionism 
would  get  very  little  benefit  out  of  an  organization  while  they  worked 
in  that  plant;  that  is,  so  far,  at  least,  as  it  might  affect  their  wage 
rate  and  working  conditions,  laying  aside  the  possibilities  of  its  pro- 
viding any  side  features,  like  sick  or  death  benefits. 

Mr.  Young.  But  if  there  was  a  large  number  of  union  men  they 
could  still  act  collectively  in  their  own  interests,  although  they  were 
not  recognized,  to  use  that  term,  by  the  employer? 

Mr.  McAedlb.  Yes. 

Mr.  Young.  They  could  still  meet  together  and  discuss  what  they 
thought  it  best  to  do  in  regard  to  wages  and  conditions,  and  act 
unitedly  ? 

Mr.  McArdle.  That  is  true  in  theory,  but  it  has  few  demonstra- 
tions in  practice. 

Mr.  Young.  There  is  sometimes  a  strike,  under  those  circum- 
stances- 


Mr.  Gardner.  There  are  instances  where  a  room  will  be  organized 
in  a  shoe  factory.  For  instance,  the  factory  being  open  shop,  prac- 
tically a  whole  room  is  organized,  and  they,  either  correctly  or  in- 
correctly, think  it  gives  them  a  chance  to  make  a  better  bargain  for 
that  particular  class  of  work  in  the  shoe  industry.  I  have  known 
that  to  happen. 

Mr.  McArdle.  Oh,  yes;  that  is  true. 

Mr.  Gardner.  But,  broadly  speaking,  my  own  observation  in  the 
shoe  unions  is  that,  especially  in  places  that  make  men's  Goodyear 
welt  shoes,  which  are  rather  different,  men  employed  are  very  apt  not 
to  join  the  boot  and  shoe  workers'  unions  until  they  want  to  go  to 
work  in  a  place  where  there  is  a  union-stamped  factory,  for  the  rea- 
son that  they  do  not  want  to  pay  25  cents  a  week  when  they  do  not 
see  just  what  is  coming  to  them  out  of  it. 

Mr.  jNIcArdle.  I  think  that  is  the  general  situation,  both  in  and 
out  of  the  shoe  industry. 

Mr.  Gardner.  I  wondered  if  it  would  apply  to  other  industries. 

Mr.  McArdle.  I  think  it  applies  generally.  Of  course  there  would 
be  some  exceptions  to  that,  but  the  point  is  that  shoe  men  do  that  be- 
cause the  experience,  particularly  in  the  steel  industry,  has  been  that 
men  may  not  retain  any  active  part  in  a  labor  organization  after  the 
nonunion  condition  has  become  a  settled  fact. 

Mr.  Gardner.  That  is  to  say,  that  there  is  practically  no  such  thing 
as  an  open  shop.     It  is  either  one  thing  or  another? 
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Mr.  MoAkdle.  That  is  the  condition.  The  open  shop,  in  my  judg- 
ment, is  very  much  of  a  misnomer. 

Mr.  Gardner.  That  would  not  necessarily  be  so  in  the  shoe  busi- 
ness. I  am  c[uite  confident,  from  my  own  observation,  that  there  is 
every  gradation  there. 

Mr.  McArdle.  Of  course  there  always  has  been  in  the  steel  indus- 
try a  gradation,  and  there  never  was  a  time  when  any  plant  in  the 
steel  industry  or  any  of  its  correlated  industries  was  all  organized. 

Mr.  Gardner.  Of  course,  I  suppose  the  situation  is  entirely  differ- 
ent. In  the  shoe  industry,  for  instance,  it  is  a  very  close  question 
with  a  great  man^  manufacturers  as  to  whether  they  want  to  be  pro- 
tected from  a  strike  by  having  the  three  years'  agreement  and  the 
union  stamp  or  whether  they  would  rather  run  their  own  business 
without  that.  So  far  as  I  have  observed,  there  is  very  little  effort  to 
organize  the  factories  against  their  will — I  am  speaking  of  men's 
Goodyear  welt  shoes— and  among  the  manufacturers  it  is  very  much 
of  a  question  as  to  whether  it  is  more  worth  while  to  him  to  be  guar- 
anteed against  a  strike  for  three  years  and  to  have  the  union  stamp, 
or  whether  he  would  rather  run  his  business  in  some  other  way.  I 
should  say  there  has  been  very  little  change  in  the  situation  the  last 
15  years  in  my  neighborhood. 

Mr.  McAedle.  With  the  shoe  business,  of  course,  there  is  the  com- 
mercial aspect  as  to  whether  it  shall  be  union  or  nonunion. 

Mr.  Gardner.  It  is  an  entirely  different  proposition,  I  have  no 
doubt. 

Mr.  Beall.  At  the  time  that  your  organization  was  recognized 
and  making  its  collective  bargains  and  contracts,  Avere  nonunion  men 
employed  in  these  mills  also? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Beall.  That  is,  the  form  of  these  contracts  with  your  organi- 
zation did  not  carry  with  it  the  obligation  upon  the  part  of  the 
company  to  exclude  from  their  works  nonunion  men  ? 

Mr.  McArdle.  No,  sir. 

Mr.  Beall.  Was  that  true  only  of  different  departments,  or  was 
it  also  true  of  the  same  department?  Would  you  find  union  and 
nonunion  men  working  in  the  same  department? 

Mr.  McArdle.  A  sheet  mill,  for  example,  has  a  crew  of  eight  or 
nine  men,  each  one's  labor  necessary  cooperatively  to  produce  a  piece 
of  sheet  iron.  What  I  mean  is  that  five  of  those  may  have  been 
members  in  good  standing  in  the  organization  and  four  of  them  not. 

Mr.  Beall.  And  there  was  nothing  in  your  contract  that  inter- 
fered with  the  freedom  upon  the  part  of  the  employer  to  employ  non- 
union men  to  work  with  the  union  men  at  the  same  task? 

Mr.  McArdle.  No,  sir.  We  depended  on  our  ability  to  convince 
the  man  that  he  should  become  a  member  of  the  organization. 

Mr.  Beall.  This  strike  began,  I  think  you  said,  on  July  1,  1909  ? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Beall.  How  long  did  it  continue  ? 

Mr.  McArdle.  It  was  officially  declared  off  by  the  organization  on 
the  2'rth  of  August,  1910. 

Mr.  Beall.  It  lasted,  then,  almost  a  year  and  two  months? 

Mr.  McAedle.  About  14  months. 

Mr.  Beall.  What  was  the  result  of  that  strike? 
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Mr.  McArdue.  The  result  was  that  the  mills  have  been  operated  as 
nonunion  mills. 

Mr.  Beall.  You  lost  the  strike  ? 

Mr.  McAkdle.  Yes,  sir. 

Mr.  Beall.  What,  in  your  judgment,  was  the  cause  of  that  result? 
Why  was  not  the  strike  successftl? 

Mr.  McAbdle.  My  judgment  as  to  why  the  strike  was  not  success- 
ful is  this :  That  the  American  Sheet  &  Tin  Plate  Co.,  through  its 
affiliations  as  a  subsidiary  of  the  United  States  Steel  Corporation, 
had  too  many  resources  back  of  it. 

Mr.  Beall.  In  other  words,  you  had  not  only  to  contest  the  field 
with  these  particular  mills,  but  you  had  to  meet  all  the  resources  of 
the  United  States  Steel  Corporation  and  all  the  other  departments? 

Mr.  McAkdle.  That  is  my  judgment. 

Mr.  Beall.  That  is  what  ^ou  meant  ? 

Mr.  McAbdle.  Yes.  I  might  say  this,  to  more  fully  explain: 
Presuming,  you  understand,  that  the  large  number  of  American  Sheet 
&  Tin  Plate  Co.'s  mills  were  already  operating  as  nonunion  plants 
when  this  strike  began,  I  believe  that  had  the  American  Sheet  &  Tin 
Plate  Co.  been  a  corporation  standing  by  itself,  without  any  rela- 
tion or  alliance  with  other  corporations,  such  as  the  Carnegie  Steel 
Co.  or  the  other  subsidiaries  that  go  to  make  up  the  United  States 
Steel  Corporation,  we  could  have  organized  a  sufficient  number  of 
nonunion  men  so  as  to  have  forced  the  American  Sheet  &  Tin  Plate 
Co.  to  continue  to  enter  into  an  agreement  with  the  men  collectively. 

Mr.  Beall.  That  is  what  I  was  trying  to  get  at. 

I  understood  you  to  say  at  the  time  this  strike  began  that  a  large 
proportion  of  the  men  employed  in  these  particular  mills  that  were 
affected  by  the  strike  were  either  American  bom  or  naturalized 
citizens  ? 

Mr.  McAkdle.  Yes,  sir;  so  far  as  the  hot  mills  were  concerned. 

Mr.  Beall.  What  is  the  situation  in  that  regard  since  the  strike? 

Mr.  McAkdle.  I  would  not  be  able  to  answer  that  definitely,  be- 
cause I  am  not  advised  or  informed  as  to  how  many  of  the  old  men 
finally  got  employment  or  how  many  of  the  others  that  were  taken 
into  their  employment  during  the  early  stages  of  the  strike  were 
finally  retained. 

Mr.  Beall.  Speaking  generally,  could  you  give  any  idea  as  to 
whether  the  percentage  of  American-born  and  naturalized  citizens 
has  increased  or  decreased  since  that  time? 

Mr.  McAbdle.  I  would  take  it  naturally  to  have  decreased. 

Mr.  Beall.  You  spoke  about  the  discharge  of  a  good  many  of 
the  Welshmen  who  had  become  American  citizens. 

Mr.  Reed.  I  do  not  think  he  said  they  were  discharged,  Mr.  Beall. 
I  think  he  said  they  left  of  their  own  accord. 

Mr.  Beall.  Well,  they  went  on  strike.  Do  you  have  any  knowl- 
edge as  to  whether  or  not  they  were  reemployed  in  any  considerable 
number  ? 

Mr.  McArdle.  Yes;  I  think  a  considerable  number  of  them  were 
emploj'ed,  while  a  considerable  number  of  them  sought  and  got  em- 
ployment in  other  plants. 

Mr.  Beall.  Do  you  know  whether  or  not,  in  the  course  of  the 
strike  or  afterwards,  when  these  men  were  being  reemployed,  there 
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was  any  discrimination  practiced  against  the  men  who  had  been 
active  in  the  union? 

Mr.  McAbdle.  I  know  that  some  of  the  men  were  unable  to  get 
employment  again,  some  men  who  were  known  not  only  to  have 
been  sober,  industrious,  steady  men,  and  good  citizens,  but  good  work- 
men as  well. 

Mr.  Beall.  From  year  to  year  you  have  been  making  and  renew- 
ing these  contracts  between  your  organization  and  this  company. 
What  objection  was  urged  against  its  renewal  in  1909  ? 

Mr.  McAbdle.  There  was  no  objection  urged  or  statement  made. 
As  I  noted,  in  the  statement  I  read,  they  gave  us  no  indication  as  to 
what  their  reasons  for  taking  this  step  were. 

Mr.  Beall.  I  understood  that  to  refer  to  the  official  intercourse 
between  your  organization  and  the  officers  or  representatives  of  this 
company;  but,  aside  from  that,  did  you  never  hear  any  reason  as- 
signed as  being  the  reason  that  prompted  them  to  thie  action  ? 

Mr.  McAedle.  The  only  reason  was  that  which  was  stated  in  the 
notices  that  they  posted,  as  printed  in  the  papers  at  the  time.  I  did 
not  see  any  of  the  original  notices;  that  this  conclusion  had  been 
reached  after  careful  consideration  as  to  what  would  be  to  the  best 
interests  of  the  company  and  their  employees  without  being  specific. 

Mr.  Beall.  Do  you  know  whether  they  claimed  that,  as  a  result 
of  this  change,  they  wpuld  get  a  better  class  of  employees? 

Mr.  .McAedle.  No,  sir. 

Mr.  Beall.  Do  you  think  they  had  that  result  in  view  ? 

Mr.  McAedle.  No,  sir ;  I  am  positive  that  they  did^not. 

Mr.  Beall.  Was  it  with  the  expectation  of  there  being  any  change 
in  the  hours  of  work? 

Mr.  McAedle.  Are  you  asking  what  I  understand  to  have  been 
their  views? 

Mr.  Beall.  Yes. 

Mr.  McAedle.  Or  my  judgment? 

Mr.  Beall.  No.  What  you  understood  to  have  been  their  views 
from  what  you  saw  at  the  time. 

Mr.  McAedle.  I  do  not  know  that  they  ever  indicated  that  any 
of  these  results  would  follow. 

Mr.  Beall.  You  had,  at  that  time,  an  eight-hour  day  in  the  works? 

Mr.  McAedle.  Yes. 

Mr.  Beall.  Has  that  been  changed  in  any  way  ? 

Mr.  McAedle.  No,  sir;  I  think  that  is  practically  impossible  to 
change. 

Mr.  Beall.  Did  you  understand  that  there  was  a  purpose  of  secur- 
ing men  at  a  smaller  wage  ? 

Mr.  McAedle.  Of  course,  that  was  one  of  the  immediate  results, 
as  set  forth  in  the  notice,  that  a  good  part  of  the  men  in  the  hot- 
mill  department  would  be  reduced  in  their  wages. 

Mr.  Beall.  And  they  were  reduced? 

Mr.  McAedle.  They  were  at  that  time.  That  is,  they  attempted  to 
put  that  scale  into  effect.  I  do  not  think,  however,  that  they  op- 
erated under  it  very  extensively. 

Mr.  Young.  I  understood  you  to  say  that,  as  a  matter  of  fact,  in 
order  to  get  the  men  they  had  practically  to  increase  their  wages,  in 
order  to  fill  their  mills  at  that  time? 

Mr.  McAbdle.  Yes ;  that  is  usually  the  case  in  such  instances. 


3134  UNITED    STATES    STEEL   CORPORATION. 

JNIr.  Gardner.  In  your  preliminary  statement,  that  you  read,  you 
said  the  notice  contemplated  a  reduction  of  3  or  4  per  cent  in  certain 
branches  and  2-1  per  cent  in  other  branches.    Was  that  correct? 

Mr.  McAedle.  Yes,  sir;  that  is,  to  certain  workmen  in  other 
branches  it  was  uniform,  as  I  understood  it,  in  the  tin  branch,  and 
applied  to  only  three  of  the  workmen  on  a  crew  in  the  sheet  branch. 

Mr.  Gardner.  How  many  workmen  do  you  think  that  applied  to 
altogether  in  the  tin  and  sheet  branch,  then?  In  the  first  place,  how 
many  did  the  larger  reduction  apply  to? 

Mr.  McArdle.  The  larger  number.  Perhaps  2,600  or  2,700  of 
that  4,300,  I  judge,  who  have  been  employed  in  the  tin  mills. 

Mr.  Gardner.  They  lost  45  per  cent,  or  whatever 

Mr.  McArdle  (interrupting).  Six  per  cent  was  the  amount  I 
stated  their  wages  were  reduced. 

Mr.  Gardner.  And  in  the  other  case  it  was  2.46  per  cent? 

Mr.  McArdli;:.  The  2.45  reduction  applied  to  the  sheet  men;  yes. 

ilr.  Gardner.  That  applied  to  the  lesser  number  of  men  ? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Gardner.  To  how  many  men  did  that  apply  approximately? 

Mr.  McArdle.  That  applied  to  a  comparatively  small  number,  be- 
cause it  only  embodied  about  half  of  the  men,  or  one-third. 

Mr.  Gardner.  You  said  the  greater  reduction  applied  to  about 
2,300  men? 

Mr.  McArdle.  About  2,700,  .1  should  judge.  That  is  a  rough 
guess. 

Mr.  Gardner.  Did  this  lesser  reduction  apply  to  1,300? 

Mr.  McArdle.  No  ;  not  so  many. 

Mr.  Gardner.  There  would  be  3,500  men  affected  altogether? 
Would  that  be  a  fair  estimate  ? 

Mr.  McArdle.  Yes.  I  was  just  going  to  say  that  there  would  be 
probably  600  or  700  in  the  class  that  would  receive  the  2J  per  cent 
approximate  reduction. 

Mr.  Gardner.  When  these  competent  worlmien  of  whom  you  speak 
were  unable  to  get  reemployment — you  know  to  what  I  allude? 

Mr.  McArdle.  Yes. 

Mr.  Gardner  (continuing).  Were  they  in  any  cases,  or  in  all 
ciases,  men  who  had  been  oiBcers  of  the  union  or  had  been  known  as 
leaders  of  the  strike  ? 

Mr.  McArdle.  All  that  I  had  in  mind  were;  that  is,  they  were 
local  leaders. 

Mr.  Gardner.  They  were  either  officers  or  men  recognized  as  be- 
ing men  of  influence  m  the  unions  ? 

Mr.  McArdle.  Yes. 

Mr.  Gardner.  Were  there  many  such  cases  ? 

Mr.  McArdle.  Quite  a  number  of  them,  comparatively. 

Mr.  Young.  What  do  you  mean  by  "  quite  a  number"?  Can  you 
guess  at  it  ?    About  how  many  do  you  think  there  were  ? 

Mr.  McArdle.  Every  town  where  the  strike  took  place  had  a  few. 
Of  course,  I  imagine  there  were  a  great  many  more  than  ever  came  to 
my  notice. 

Mr.  Sterling.  How  do  wages  compare  now  with  wages  before  the 
strike  ? 

Mr.  McArdle.  I  do  not  think  there  is  much  difference.  If  I  may 
be  permitted.  I  would  like  to  recall  the  fact  that,  after  the  reduction 
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of  which  I  speak,  which  was  supposed  to  be  inaugurated  on  the  1st  of 
July,  1909,  I  stated,  as  Mr.  Young  reminded  me,  that  they  were 
forced  to  pay  not  on  a  tonnage  rate,  or  not  on  the  basis  of  production 
at  all,  but  on  the  basis  of  a  daily  guarantee,  which  did  not  take  any- 
thing into  consideration  except  the  man's  time  for  some  months. 
Then  I  remember  that,  about  the  1st  of  October,  or  thereabouts,  they 
did  put  into  effect  their  tonnage  rate,  and  I  think  it  continued  until 
the  spring,  or  about  May  1  of  the  following  year,  when  they  granted 
an  advance. 

The  statements  appearing  in  the  newspapers  at  that  time  as  ema- 
nating from  the  Steel  Corporation  were  to  the  effect  that  that  was  a 
general  advance  in  wages  given  by  the  corporation,  and  I  think  that 
that  scale  of  wages  is  still  in  effect,  so  far  as  I  know,  at  most  of  their 
plants. 

Mr.  Gardner.  What  has  been  the  effect  of  the  disappearance  of 
these  footnotes  of  which  you  spoke  ? 

Mr.  iyicARDLE.  I  do  not  know.  It  depends  entirely,  of  course,  on 
each  specific  mill  and  its  operations.  In  the  case  of  each  one  that  was 
left  out,  if  its  provisions  were  not  lived  up  to  afterwards,  it  meant 
some  loss  to  the  workmen,  because  almost  without  exception  they 
were  put  in  there  for  some  specific  advantage  to  the  workmen. 

Mr.  Beall.  Mr.  McArdle,  what  was  the  status  of  organized  labor 
in  the  steel  industry  at  the  time  the  United  States  Steel  Corporation 
was  organized? 

Mr.  Young.  That  would  be  in  1901. 

Mr.  Beall.  In  1901 ;  yes. 

Mr.  McArdle.  Yes.  The  mills,  excepting  the  large  steel  mills, 
were  pretty  generally  organized ;  of  course,  not  all.  I  mean  the  cor- 
poration mills.  A  goodly  number  of  the  plants,  a  large  number  of 
the  plants,  were  then  organized.  They  were  organized  at  thp  time 
of  this  strike  to  which  I  have  been  referring. 

Mr.  Beall.  Did  the  same  thing  apply  with  reference  to  the  inde- 
pendent companies — to  the  companies  that  did  not  go  into  the  United 
States  Steel  Corporation?  Was  union  labor  recognized  in  them  to 
any  considerable  extent  in  1901  ? 

Mr.  McAedle.  In  1901,  so  far  as  the  western  part  of  the  country 
was  qoncerned,  there  were  very  few  mills  that  were  not  represented 
in  the  corporation,  outside  of  the  Republic  Iron  &  Steel  Co.  and  the 
independent  plants  that  have  continued  to  operate  as  union  plants. 
The  independents  in  the  sheet  and  tin  business  have  developed  pretty 
largely  since  1901. 

Mr.  Beall.  And,  as  I  understand  your  testimony,  since  1901  organ- 
ized labor  as  organized  labor  has  been  gradually  eliminated  from  the 
steel  industry? 

Mr.  McAkdle.  Take  the  specific  instances  that  I  can  call  to  mind. 
In  1904  the  mills  in  the  Youngstown  district  belonging  to  the  Car- 
negie Steel  Co.,  which  had  formerly  been  a  part  of  the  American 
Hoop  Co.,  and  which  was  merged  into  the  Carnegie  Steel  Co.  afier 
the  formation  of  the  United  States  Steel  Corporation,  were  operated 
as  union  mills ;  that  is,  five  plants,  two  at  Youngstown,  one  at  Green- 
ville, Pa.,  one  at  Girard,  Ohio,  and  one  at  Warren,  Ohio,  were  op- 
erated as  union  plants. 

In  1904  the  Carnegie  Steel  Co.  made  to  the  amalgamated  associa- 
tion a  proposition  of  a  new  scale  of  wageF  affecting  those  plants — 
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not  affecting  them  in  the  way  that  they  had  been  affected  by  the 
scale;  that  is,  the  same  wage  rate  applying  in  each  plant — but  they 
worked  out  a  scale  of  wages  that  had  specific  application  to  each  of 
the  mills,  in  each  separate  plant.  That  scale  of  wages  affected  the 
rates  on  different  sizes  of  iron  and  rolled  steel  from  about  20  to  about 
70  per  cent. 

Mr.  Beall.  Without  going  into  details,  see  if  you  agree  to  this 
general  proposition 

Mr.  McAedle.  That  was  as  far  as  I  was  going,  except  to  say  this: 
That,  as  a  result  of  that,  a  strike  was  inaugurated,  which  finally  lost 
those  five  plants ;  and  that  wound  up  organized  labor,  so  far  as  the 
iron  and  steel  worker  was  concerned,  in  the  plants  of  the  Carnegie 
Steel  Co.,  and  left  only  the  one  or  two — one,  I  think — in  the  National 
Tube  Co.,  and  the  plant  in  the  American  Sheet  &  Tin  Plate  Co., 
and  two  or  three  different  times  during  that  mills  had  been  dropped 
by  the  American  Sheet  &  Tin  Plate  Co. ;  and  this  plant  I  refer  to 
by  the  National  Tube  Co.,  until  the  present  instance  of  which  I 
•spoke,  which  wiped  them  all  out. 

Mr.  Beall.  Let  me  see  if  this  general  statement  is  correct :  That  in 
1901,  when  the  United  States  Steel  Corporation  was  organized,  or- 
ganized labor  was  recognized  and  represented  in  the  steel  industry 
generally.    Is  that  right? 

Mr.  McArdle.  No  ;  I  would  not  say  generally ;  because  it  was  not 
represented  in  such  plants  as  the  Homestead,  Braddock,  Duquesne. 
and  Rankin,  and  those  places. 

Mr.  Beall.  It  was  represented,  then,  to  a  very  considerable  extent? 

Mr.  McAedle.  Yes,  sir. 

Mr.  Beall.  Since  1901  organized  labor,  as  an  organization,  has 
been  eliminated  very  largely  from  the  steel  industry? 

Mr.  McArdle.  Yes,  sir. 

Mr.  Beall.  Tell  me  whether  or  not  the  United  States  Steel  Cor- 
poration took  the  initiative  in  this  work  of  eliminating  organized 
labor  since  the  United  States  Steel  Corporation  was  incorporated? 

Mr.  Reed.  He  has  already  testified  that  Jones  &  Laughlin  put  an 
end  to  it  in  1897— four  years  before. 

Mr.  Beall.  Yes. 

But,  among  the  corporations  that  in  1901  recognized  organized 
labor,  which  of  those  corporations  since  that  time  has  taken  the  inia- 
tive  in  eliminating  the  organization  of  labor  ? 

Mr.  McArdle.  Yes.  I  would  say  to  that  question  that  the  United 
States  Steel  Corporation  has  taken  the  initiative;  that  the  United 
State?  Steel  Corporation  has  usually  been  held  up  as  the  reason  for 
independent  firms  refusing  either  to  continue  their  relations  with 
the  organization,  such  as  the  Youngstown  Sheet  &  Tube,  which  I 
cited,  or  for  their  opposition  to  the  men  joining  the  organization, 
because  of  their  professed  inability  to  compete  with  the  organization 
while  running  its  plants  so  generally  on  a  nonunion  basis. 

Mr.  Beall.  The  independents  usually  followed  in  the  footsteps  of 
the  Steel  Corporation  in  that  regard  ? 

Mr.  McAbdle.  Yes. 

Mr.  Beall.  Is  there  any  peculiarity  about  the  steel  industry  that 
would  make  organized  labor  an  undesirable  kind  of  labor? 

Mr.  McAbdub.  No,  sir. 
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Mr.  Beall.  Is  there  any  other  great  industry  in  the  country  of 
Trhich  you  have  any  knowledge  that  has  occupied  as  hostile  an  atti- 
tude to  organized  labor  as  has  the  United  States  Steel  Corporation? 

Mr.  McAkdle.  I  should  judge  not.    I  do  not  have  any  in  mind. 

The  Chairman.  You  spoke  of  the  Welsh  being  the  skilled  men  in 
this  tin-plate  industry  prior  to  its  institution  in  this  countrj'.  Do 
•any  Welshmen  come  over  now  to  enter  our  American  mills  ? 

Mr.  McAedle.  Occasionally  you  will  find  Welshmen  coming  direct 
irom  Wales  to  enter  the  industry  here. 

The  Chadrmak.  Is  it  an  exceptional  case  ? 

Mr.  McAedle.  Oh,  yes;  very  exceptional. 

The  Chairman.  Do  any  Englishmen  come  here  now  ? 

Mr.  McArdle.  Just  about  in  the  same  degree.  I  recall  having  met 
■but  one  Englishmen  who  has  come  to  this  country  in  the  last  seven 
■or  eight  years  to  enter  any  branch  of  the  steel  business. 

The  Chairman.  What  countries  are  now  engaged  in  the  business 
-of  making  sheet  steel,  for  instance,  such  as  can  be  used  for  tin  plate  ? 
Where  is  that  industry  found  principally? 

Mr.  McArdle.  In  England  and  Wales ;  Wales,  chiefly,  so  far  as  tin 
ds  concerned. 

The  Chairman.  And  the  making  of  sheet  steel  ? 

Mr.  McARDias.  In  England  and  Wales. 

The  Chairman.  Do  they  make  sheet  steel  in  Germany  ? 

Mr.  McArdle.  I  thing  so;  some. 

The  Chairman.  Do  any  Germans  come  over  here  in  connection 
with  that  industry? 

Mr.  McArdle.  I  have  never  seen  a  German  come  over  here  for  that 
TTork.    I  have  met  Germans  in  the  mills. 

Mr.  Eeed.  They  do  not  make  tin  plate  in  Germany. 

Mr.  McArdle.  I  did  not  say  tin  plate. 

The  Chairman.  I  spoke  of  sheet  steel.  Are  there  any  steel  mills 
of  any  kind  in  the  countries  from  which  these  Poles,  Roumanians, 
and  Syrians  come? 

Mr.  McArdle.  Not  that  I  know  of. 

The  Chairman.  Are  these  men,  in  any  case,  mechanics? 

Mr.  McArdle.  That  is  a  question  I  could  not  answer,  except  in  so 
far  as  I  have  come  in  contact  with  them  personally  as  a  worker  in 
the  mills  myself.  •  ,    ,      j    j       -. 

The  Chairman.  You  have  come  in  contact  with  hundreds  ot 
■thousands  of  them,  have  you  not?  ,«■     /-,i.  • 

Mr.  McArdle.  I  would  not  put  the  number  that  large,  Mr.  Chair- 
man, but  I  have  met  a  great  many  of  them. 

The  Chairman.  What  I  was  thinking  about  is  that  you  spoke  ot 
being  in  the  mills  at  the  time  of  this  strike,  when  5,000  American 
workmen  were  displaced,  and  about  the  men  coming  m  great  numbers. 

Mr.  McArdle.  I  do  not  think  any  of  those  were  mechanics,  or  espe- 
cially tin  or  steel  workers.  They  were  just  men.  I  do  not  think  they 
pretended  to  be  steel  workers.  ,11. 

The  Chairman.  Do  you  know  in  what  business  they  had  been  en- 
gaged before  they  were  brought  in  from  Pittsburgh  to  these  mills? 

Mr.  McArdle.  No,  sir;  I  could  not  say  as  to  that.  The  general 
majority  of  them  would  follow  any  kind  of  business.  . 

The  Chairman.  What  business  were  they  engaged  m  m  their 
native  country-+these  Poles,  Eoumanians,  Hungarians,  arid  Syrians? 
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Mr.  ]\IcAedle.  I  could  not  say  as  to  the  Syrians.  My  experience 
in  the  mills  with  these  men  indicated  that  they  had  always  been 
chiefly  agrarians  or  agriculturists;  that  they  came  from  the  farms. 
And,  by  the  way,  they  wanted  to  get  back  as  soon  as  they  could  get 
the  price. 

The  Chairman.  In  this  country  where  we  have  an  American  scale 
of  life,  and  where  the  American  workman  is  so  much  superior  to  his 
kindred  worlnnan  in  Germany,  Wales.  England,  and  everywhere  else 
where  they  have  steel  mills  except  here,  how  do  you  account  for  the 
fact  that  none  of  those  skilled  workmen  come  over  here  to  enjoy  these 
blessings,  and  that  they  are  employing  these  farm  hands  from  Syria, 
Poland,  Roumania,  and  other  such  places? 

Mr.  McAhdle.  I  think  they  do  not  come  here  because  it  would  not 
better  their  condition  any  to  come  here. 

The  Chairman.  It  would  not  better  their  condition?  Is  not  the 
condition  of  the  American  workman  better  than  that  of  the  Welsh 
and  English  skilled  workman? 

Mr.  McArdle.  I  could  not  say  as  to  the  Welsh.  I  had  reference  to 
the  continental  Europeans ;  but  as  to  the  conditions  in  Wales — I  do 
not  know  that  the  wages  are  as  high.  I  could  not  say  as  to  what 
the  relative  purchasing  power  of  their  wages  is,  which,  of  course,  is 
the  determining  factor  as  to  what  their  wages  are ;  but  the  conditions 
of  employment  in  many  of  the  American  mills  have  been  so  unstable 
and  unsatisfactory  that  it  would  take  a  material  increase  in  wages  to 
really  better  their  conditions  from  what  they  have  been  in  Wales 
for  the  last  several  years,  because  they  have  had  fairly  good  employ- 
ment over  there. 

The  Chairman.  Do  you  know  whether  they  are  organized  over 
there  or  not  ? 

Mr.  McArdle.  Yes,  sir ;  they  are. 

The  Chairman.  They  have  organized  labor  in  Wales  and  England 
in  the  steel  business? 

Mr.  McArdle.  Yes,  sir. 

The  Chairman.  Do  you  know  about  the  hours  of  work  in  the  two 
countries  in  the  business  generally  ? 

Mr.  McArdle.  I  think,  so  far  as  tin  is  concerned,  the  hours  would 
be  the  same  as  they  are  here. 

The  Chairman.  I  mean  as  to  the  steel  business  generally. 

Mr.  McArdle.  I  could  not  say  positively  as  to  the  steel  mills. 

The  Chairman.  Do  you  mean  the  Roumanians,  Servians,  Italians, 
that  come  ci\er  here  and  work  in  these  mills  do  not  become  skilled 
workmen  and  remain  here,  but  go  back  to  those  little  farms  from 
which  they  come? 

Mv.  McArdle.  I  would  not  say  that.  If  they  become  skilled  work- 
ers in  the  tin  mills,  it  means  that  they  are  young  men.  An  old  man 
can  not  go  into  the  tin  and  sheet  business. 

The  Chairman.  Why? 

Mr.  Mc^Vrdle.  Because  he  can  not  stand  the  work. 

The  Chairiman.  Is  it  that  strenuous? 

Mr.  McArdle.  It  is  that  strenuous;  and,  at  the  rate  it  is  going 
now,  an  old  man,  no  matter  what  age  he  starts  in,  will  not  stay  in  it. 
I  make  that  statement  in  all  positiveness.  And  in  the  event  of  the 
young  foreigners  that  are  quick  to  pick  up  the  work  and  physically 
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able  to  do  it,  I  would  not  be  willing  to  say  that  they  would  want  to 
go  back  to  the  old  country. 

The  Chaikman.  You  spoke  of  vast  numbers  of  them  wanting  to 
go  back. 

Mr.  McAkdle.  I  was  speaking  then,  of  course,  of  those  that  I  had 
come  in  contact  with,  who  were  chiefly  of  what  we  call  the  common- 
labor  class. 

Mr.  Gakdnek.  That,  I  presume,  was  so  before  the  strike  as  well 
as  since? 

Mr.  McAbdle.  Yes ;  it  was  before  the  strike  that  I  was  speaking  of. 

Mr.  Bartlett.  You  referred  to  an  advertisement  in  the  paper  at 
the  time  of  this  strike,  in  which  it  was  stated  that  a  certain  class  of 
people — ^Roumanians,  Poles,  and  Syrians — ^were  preferred.  Why 
were  those  people  preferably  to  be  employed  during  that  strike,  in 
your  judgment? 

Mr.  McAuDu:.  In  my  judgment? 

Mr.  Gakdnee.  Yes.  I  want  to  know  what  your  judgment  is  on 
that. 

Mr.  McAkdle.  In  my  judgment  it  would  be  because  they  would 
probably  be  more  successful  in  getting  them  to  go  into  the  plant. 

Mr.  Baktlett.  Tell  me  what  you  mean  by  that.  I  probably  know, 
but  I  would  like  to  have  you  explain  what  you  mean  by  that — while 
the  strike  was  going  on. 

Mr.  McAkdle.  Under  those  conditions,  every  time  that  they  hired 
a  lot  of  these  men,  or  had  them  ready  to  take  to  one  of  their  plants, 
the  representatives  of  the  organization,  if  the  opportunity  presented 
itself,  tried  to  dissuade  them  from  going. 

Mr.  Babtlett.  What  organization? 

Mr.  McAkdle.  The  labor  organization.  They  tried  to  explain  the 
conditions  that  were  existing  there,  what  the  strike  was  about,  and 
to  prevail  on  them  not  to  accept  employment  under  those  conditions. 
Our  experience  was  that  there  were  a  great  many  of  those  men  who, 
when  we  attempted  to  talk  to  them  about  that,  could  not  under- 
stand us. 

Mr.  Bartlett.  They  did  not  understand  the  language  or  they  did 
not  understand  your  purpose? 

])Ir.  McAkdle.  They  did  not  understand  the  language. 

Mr.  Bartlett.  You  think  that  was  one  reason,  then,  why  they 
were  more  preferable — ^because  they  could  not  be  informed  of  the 
purposes  of  organized  labor,  and  therefore  kept  away? 

Mr.  McAkdle.  I  would  take  that  to  have  been ;  yes. 

Mr.  Bartlett.  Is  it  not  a  fact  also  that  they  were  not  generally 
or  were  very  rarely  members  of  your  organization  ? 

Mr.  McAkdle.  There  was  no  danger  of  their  getting  members  of 
our  organization.  There  would  not  be  any  doubt  about  that,  because 
those  members  of  our  organization  that  did  not  want  to  stay  with 
the  organization  preferred  to  go  back  and  accept  employment  under 
the  terms  of  the  company,  and  they  would  not  need  to  be  advertised 
for.  The  advertisements  were  placed  in  the  Pittsburgh  papers, 
where  there  were  no  members  of  the  organization  that  engaged  in 
that  branch  of  the  trade.    Of  course  the  paper  circulated  outside  of 
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there,  too,  but  then  I  take  it  their  efforts  were  chiefly  to  recruit  men 
from  the  more  densely  populated  district  of  Pittsburgh. 

Mr.  Bartlett.  Were  those  advertisements  published  in  other  lan- 
guages than  the  English  language?  Do  you  know  anything  about 
that? 

Mr.  MoAbdub.  Not  that  I  know  of,  except  as  I  heard  it  speoifled 
here  the  other  day  that  it  was  published  in  a  German  paper. 

Mr.  Baktlett.  Do  people  of  that  kind  that  were  preferred  gen- 
erally speak  the  German  language,  as  you  understand  it? 

Mr.  MoABDiiB.  I  think  a  great  many  of  the  Poles  do.  I  do  not 
think  the  Syrians  do.  It  would  not  foUowj  of  course,  that  they  read 
the  paper  if  they  did  speak  the  German  language.    I  do  not  know. 

Mr.  Beall.  You  spoke  of  the  strenuous  character  of  this  work  in 
the  mill.  What,  in  your  judgment,  would  be  the  ordinary  period  of 
efficiency  for  an  able-bodied  man  that  entered  one  of  these  millBt 

Mr.  McAedle.  At  the  present  time? 

Mr.  BBAUi.  At  any  time  that  you  had  knowledge  of. 

Mr.  MoAedle.  Under  the  old  regime — the  system  for  a  long  num- 
ber of  years — this  work  was  regulated  by  an  output ;  that  is,  a  fixed 
tonnage  per  turn. 

Mr.  Young.  By  "turn"  you  mean  a  working  day? 

Mr.  McAkble.  Yes;  a  turn  would  be  eight  hours — three  shifts. 
The  system  was  to  work  11  eight-hour  shifts  per  week.  The  day  turn 
would  work  six  and  the  middle  and  last  turns  would  work  five  each, 
and  until  six  or  seven  years  ago  there  was  a  limit  of  either  the  tons  or 
the  pounds,  rather,  or  number  of  bars  to  be  worked  in  that  given 
period. 

There  was  a  gradual  increase  for  a  time  of  that  amount  of  work, 
and  then,  finally,  after  a  long  insistence  on  the  part  of  the  manufac- 
turers, the  limit  was  thrown  off  and  the  men  were  expected  to  pro- 
duce whatever  they  were  able  to  produce  or  whatever  the  machinery 
would  permit.  Being  paid,  of  course,  on  the  tonnage  basis  there 
was  that  incentive  also  to  larger  earnings. 

As  a  result  of  that,  I  take  it,  it  would  be  conservative  to  say  that 
the  output  has  been  increased  from  75  to  100  per  cent,  with  the  same 
piece  of  machinery,  with  the  possible  exception  that  the  machinery 
had  been  strengthened;  but  the  character  of  machinery,  aside  fjom 
that,  and  the  method  of  operation  remained  unchanged. 

Mr.  Beall.  I  do  not  know  whether  you  exactly  caught  the  point 
of  my  question  or  not. 

It  occurred  to  me  that,  in  performing  that  character  of  work,  there 
was,  necessarily,  a  very  great  strain  upon  the  vitality  of  the  men. 

Take  a  man  in  his  prime  and  let  him  engage  in  that  sort  of  work, 
what,  in  your  judgment,  would  be  his  period  of  efficiency  as  a  work- 
man? 

Mr.  McAkdle.  If  I  were  to  say  now  that  a  man  was  to  go  into  the 
tin  mills 

Mr.  Beall.  As  a  human  working  machine,  I  mean ;  what,  in  your 
judgment,  would  be  his  period  of  efficiency  ? 

Mr.  MoArdIcE.  If  I  were  to  say  that  a  young  man  in  ordinary 
robust  health  and  of  ordinary  physique  were  to  go  into  a  tin  mill 
or  sheet  mill  to-day  at  25,  and  be  steadily  employed  according  to  the 
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prevailing  practice,  he  would  be  unfit  for  the  work  at  40  or  42  years 
of  age. 

Mr.  Beall.  The  period  of  efficiency  is  from  15  to  17  years,  then  ? 

Mr.  Gardner.  What  would  happen  to  him  then? 

Mr.  McArdxe.  What  would  happen? 

Mr.  Gardner.  Yes;  what  would  happen  to  him? 

Mr.  McArdle.  I  do  not  know  what  would  happen  to  him,  ex- 

CCli' 


[r.  Gardner.  Whait  dofe  happen!  to  him  ? 

Mr.  McArdle.  I  think  he  would  have  to  get  out  of  that  trade. 

Mr.  Gardner.  That  is,  he  would  not,  by  that  time,  have  had  a 
chance  for  promotion  into  some  easier  kind  of  work,  some  less 
arduous  kind  of  work?    He  would  not  have  acquired  more  skill? 

Mr.  McArdee.  I  am  assuming,  Mr.  Gardner,  that  he  would  in  that 
time,  of  course,  run  the  gamut  of  promotion  in  that  particular  line  of 
business.    He  ought  to. 

Mr.  Gardner.  As  a  matter  of  fa«t,  how  old  a  man  did  you  ever 
know  under  those  conditions  ? 

Mr.  McArdle.  Oh,  1  have  known  men  past  60. 

Mr.  Gardner.  Thos©  were  in  the  business  when  there  was  a  limited 
output  ? 

Mf.  McArdle.  Yes,  sir.  There  may  possibly  be  some  of  them 
hanging  on  yet  that  are  that  old ;  but  where  they  do,  I  think  it  would 
probably  be  fpund  that,  unless  he  was  an  extraordinary  man,  he  is 
either  splitting  up  on  a  job  with  some  one  else  or  helping  some  one 
else ;  that  is,  that  he  is  not  doing  what  is  ordinarily  regarded  as.  one 
man's  labor. 

Mr.  Yorr]»G.  I  understand  this  work  is'  very  rapid. 

Mr.  McArdle.  Yes,  sir. 

Mr.  Bartlett.  Did  you  ever  investigate,  or  do  you  know,  the  por- 
tion lahot  gets  out  of  any  particular  unit  of  production,  taking  a 
ton  of  this  sheet  iron,  for  example  ? 

Mr.  McArdle.  No,  sir ;  I  never  went  into  that. 

Mr.  Bartlett.  You  do  not  know? 

Mr.  McArdle.  No. 

The  Chairman.  How  many  tons  will  those  machines  produce  in  a 
day?    You  spoke  of  going  there  on  a  tonnage  basis? 

Mr.  McArdle.  That  varies  very  largely. 

The  Chairman.  I  mean  the  average  machine  ? 

Mr.  Eeed.  That  depends  on  the  gauge,  does  it  not? 

Mr.  McArdle.  Yes.  It  goes  by  gauge,  you  know ;  and  a  small  ton- 
nage might  represent  much  more  labor  and  physical  exertion  than  a 
larger  tonnage,  depending  entirely  upon  the 

The  Chairman  (interposing).  Depending  upon  the  thickness  of 
the  plate  ? 

Mr.  McArdle.  Yes ;  and  the  kind  of  mill  it  is  worked  m. 

Mr.  Young.  Does  not  the  rate  per  ton  vary  with  those  different 
conditions  ? 

A^i»  ATp  A  "RDT  E    "y^s  Sir  ■ 

The  Chairman.  That  is  all  Mr.  McArdle.    Thank  you. 

We  will  take  our  recess  at  this  point. 

Whereupon,  at  1  o'clock  and  5  minutes,  the  committee  took  a  re- 
cess until  2.30  o'clock  p.  m. 
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ADDENDA  TO   STATEMENT  OF   P.   J.   McAKDLE. 

Exhibit  1. 

a  statement  and  afeidavit  by  llewellyn  lewis. 

Several  organizers  for  the  Amalgamated  Association  of  Iron,  Steel,  and  Tin 
Workers  went  to  Vandergrift,  Pa.,  about  July  1,  1909,  leaving  Mr.  George 
Evans,  William  Hilton,  and  George  Bender  there,  while  I  went  to  Pittsburgh  in 
the  interest  of  the  organization.  I  returned  to  Vandergrift  Friday,  July  9. 
In  going  up  on  the  train  I  met  Mr.  A.  Jenkins  and  Forney  James,  organizers 
of  the  United  Mine  Workers  of  America,  who  informed  me  that  they  were 
going  to  Vandergrift,  as  they  were  going  to  see  some  of  the  men  working  in 
the  mines  in  that  vicinity,  inviting  me  to  go  with  them,  as  they  knew  some  of 
the  men  employed  in  the  mills.  We  arrived  in  Vandergrift,  Pa.,  about  noon 
July  9,  made  inquiries  regarding  persons  working  in  the  mill,  and  were  di- 
rected to  Vandergrift  Heights.  We  went  there  at  once  and  found  the  men  were 
anxious  to  organize. 

Mr.  Jones  and  I  remained  there  about  one  and  a  half  hours,  and  the  men 
requested  that  we  return  that  evening  about  6.30  p.  m.  and  they  would  have  a 
list  of  names  for  us.  I  reported  the  matter  to  the  other  organizers  and  it  was 
agreed  to  meet  the  men  in  Vandergrift  Heights.  Mr.  George  Bender,  William 
Hilton,  George  Evans,  and  I  went  to  Vandergrift  Heights  as  agreed.  On  ar- 
riving there  we  learned  that  the  men  who  we  had  talked  to  had  been  threatened 
with  discharge  and  the  men  were  uneasy,  so  we  decided  to  leave  until  every- 
thing was  in  better  condition  for  the  men  to  talk.  We  were  returning  to  Van- 
dergrift, Pa.,  when  Lebanna  Steele  and  Mr.  Dunn,  who  were  watchmen  and 
a  minor  bossing  job,  led  a  mob  attacking  us.  I  tried  to  point  out  to  them 
that  we  were  there  for  the  purpose  of  discussing  the  question,  of  organization, 
when  I  was  struck  alongside  of  the  head  with  a  broom  handle  in  the  hands 
of  Steele,  Mr.  Dunn  smashing  my  glasses  at  the  same  time.  A  number  of 
others  assaulted  us.  One  of  the  men  In  the  mob  struck  at  Mr.  Hilton  with  a 
knife.  We  were  then  taken  down  through  the  principal  streets  of  Vandergrift 
by  Mr.  Steele  and  Dunn  and  the  mob  following.  We  were  them  placed  on  a 
train  with  a  warning  never  to  return.  And  up  to  the  present  time  It  is  unsafe 
to  enter  the  town,  as  you  are  in  danger  of  being  attacked  at  any  moment.  We 
have  failed  to -secure  a  hall  or  a  vacant  lot  to  hold  a  meeting  because  the 
property  owners  are  afraid  the  American  Sheet  &  Tin  Plate  Co.  will  make  it 
so"  unpleasant  that  they  will  be  compelled  to  leave  the  community. 

LiEWELLYN  Lewis. 

State  op  Pennsylvania,  County  of  Allegheny,  as: 

Before  me,  the  subscriber,  a  notary  public  of  the  State  and  county  aforesaid,  * 
personally  appeared  Llewellyn  Lewis,  the  deponent  named  in  the  statement 
on  the  opposite  side  of  this  page,  who,  being  duly  sworn  according  to  law, 
doth  depose  and  say  that  the  facts  set  forth  In  the  foregoing  statement  are 
true,  to  the  best  of  his  knowledge  and  belief. 

Sworn  and  subscribed  this  29th  day  of  December,  A.  D.  1909,  before  me. 

[seal.]  Eva  A.  Milne, 

Notary  Public. 


Exhibit  2. 
affidavit  of  eobbbt  edwaeds. 


State  of  Pennsylvania,  County  of  Allegheny,  ss: 

Before  me,  a  notary  public  in  and  for  said  county  and  State,  personally 
appeared  Robert  Edwards,  of  Martins  Ferry,  State  of  Ohio,  who,  being  duly 
sworn  by  me,  deposeth  and  says:  That  on  July  3,  1909,  he  was  engaged  as  an 
organizer  for  the  Amalgamated  Association  of  Iron,  Steel,  and  Tin  Workers  of 
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North  America  and  was  sent  by  said  organization  to  Vandergrift  and  Apollo. 
In  the  State  of  Pennsylvania;  and  that  while  serving  In  that  capacity  on  or 
about  July  22  he  was  engaged  In  the  distribution  of  circulars  among  the  mill 
men  In  the  borough  of  Vandergrift,  and  while  so  engaged  he  was  on  the 
afternoon  of  that  day  accosted  on  the  streets  of  Vandergrift  by  one  Jack 
Mclntyre,  who  was  then  employed  as  a  boss  or  foreman  in  the  galvanizing 
department  of  the  Vandergrift  mills  of  the  American  Sheet  &  Tin  Plate  Co  • 
that  Mclntyre,  with  8  or  10  men  to  deponent  unknown,  asked  him  what  his 
business  was,  and  when  told  and  given  copies  of  the  circulars  that  deponent  was 
distributing,  Mclntyre  told  him  that  he  was  not  wanted  In  that  locality  and 
he  must  leave  town ;  that  Mclntyre  and  those  who  were  in  company  with  him 
encircled  him  and  ordered  him  to  go  to  the  depot  and  leave  on  the  next  train ; 
that  while  on  his  way  to  the  depot  he  eluded  the  crowd  and  sought  refuge  in 
the  post  office  until  the  train  left  town.  When  he  came  out  of  the  post  office  he 
was  again  approached  by  Mclntyre  and  told  that  he  must  leave  town  and  not 
return,  and  that  if  he  did  return  he  would  be  taken  out  in  a  box. 

Deponent  further  says  that  he  had  arranged  for  a  public  meeting  to  be  held 
on  a  vacant  lot  rented  by  him  for  that  purpose  in  the  borough  of  Apollo  on  the 
evening  of  July  31,  1909  ;  that  a  day  prior  to  that  time  Mr.  Cochran,  from  whom 
the  lot  had  been  rented,  came  to  William  Edwards,  one  of  the  organizers,  who 
had  acted  as  the  representative  of  Robert  Edwards,  and  asked  him  to  surrender 
the  receipt  and  allow  him  (Cochran)  to  return  the  money  paid  for  it,  giving 
as  his  reasons  that  If  he  permitted  the  property  to  be  used  for  a  labor  meeting 
that  his  business  Interests  in  the  community  would  be  ruined.  The  request 
was  refused  and  the  meeting  held  under  the  protection  of  John  Kennedy,  chief 
of  police  of  the  borough  of  Apollo,  after  advising  deponent  to  go  to  the  meeting 
prepared  for  trouble. 

,  After  the  adjournment  of  the  meeting,  at  or  about  7.15  o'clock  p.  m.,  he,  in 
company  with  William  Edwards,  David  Watkins,  Reese  Jones,  John  Edwards, 
and  four  others,  returned  to  the  Parks  Hotel,  where  they  were  registered 
guests;  that  at  or  about  8.30  o'clock  p.  m.  Oscar  Lindquist,  superintendent  of 
the  Vandergrift  works  of  the  American  Sheet  &  Tin  Plate  Co.,  called  at  the 
hotel  and  asked  for  an  interview  with  him;  that  he,  together  with  William 
Edwards  and  Daf  id  Watkins,  went  to  a  room  with  Lindquist,  who  asked  them 
what  their  business  was.  On  being  told,  Lindquist  said  that  they  were  not 
wanted  there  and  that  they  would  have  to  leave.  Deponent  claimed  that  they 
were  exercising  their  rights  as  American  citizens  as  guaranteed  to  them  by 
law.  That  Lindquist  then  replied  that  his  word  was  law;  that  he  was  the 
Scottish  chief  in  that  valley,  and  that  what  he  said  must  gcT.  That  Lindquist 
told  Edwards  and  his  companions  that  he  would  give  them  one  hour  to  get, out 
of  town,  and  that  if  they  failed  to  do  so  he  would  get  them  out  if  he  had  to 
burn  the  hotel  down.  That  while  this  interview  was  taking  place  a  crowd  had 
assembled  on  the  street  outside  the  hotel,  upward  of  200  people  being  present; 
that  the  crowd  remained  about  the  hotel  until  about  12  o'clock  midnight,  when 
Burgess  Steele,  of  Apollo,  came  to  the  hotel  and  told  them  that  his — the  bur- 
gess's— power  was  gone  and  that  he  could  not  control  the  crowd  any  longer, 
and  that  they  could  only  be  appeased  by  the  promise  that  the  organizers  would 
leave  town  the  following  morning,  and  that  was  the  only  way  by  which  he 
could  avert  bloodshed;  that  the  promise  was  given  the  burgess,  and  that  he, 
the  burgess,  in  company  with  another  man,  returned  to  the  hotel  on  the  follow- 
ing morning  to  see  that  the  organizers  would  leave  on  the  first  train.  <■ 

Deponent  further  says  that  the  borough  of  Apollo  is  situated'  a  distance  ot 
about  2  miles  from  the  borough  of  Vandergrift ;  that  they  are  In  different  coun- 
ties; that  Oscar  Lindquist  resided  then  in  the  borough  of  Vandergrift;  that  a 
large  number  of  the  men  who  composed  the  crowd  that  congregated  about  the 
Parks  Hotel  were  also  residents  of  the  boroughs  other  than  Apollo. 

Witness  my  hand  and  seal  this  29th  day  of  December,  A.  D.  1909. 

Robert  Edwards,     [seal.] 

Sworn  to  and  subscribed  before  me  this  29th  day  of  December,  A.  D.  1909. 
[SEAL.]  Eva  a.  Milne,  Notary  Public. 

My  appointment  dated  April  28,  1909.  My  commission  expires  end  next  ses- 
sion of  the  senate. 
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Exhibit  3. 

statement  op  j.  d.  piebce. 

Pakks  Hotel,  Apgllo,  Decemlier  28,  1909. 
Sam  Gompers,  President. 

Deab  Sir  and  Brother:  Yours,  with  editorial  inclosed,  received;  and  io 
reply  would  say  that  if  the  Chicago  Inter-Ocean  or  anyone  else  wishes  to  know 
whether  free  speech  and  free  assembly  are  denied  the  men  employed  by  the 
Steel  Trust,  they  have  only  to  pay  a  visit  to  what  is  known  as  the  Klski  Valley, 
where  the  American  Sheet  &  Tin  Plate  Co.  has  mills  located  in  the  boroughs  of 
Leechburg,  Hyde  Park,  and  Vandergrift. 

In  the  early  part  of  last  July  men  representing  the  organization  of  Sheet  and 
Tin  Plate  Workers  came  to  Vandergrift  for  the  purpose  of  meeting  the  men 
employed  In  the  mill  at  that  place.  When  it  became  known  to  the  company 
officials  what  these  men  represented  they  were  assaulted  on  the  public  street 
and  driven  from  the  borough  by  hirelings  of  the  trust. 

These  men  then  came  to  Apollo  and  secured  accommodatiops  at  the  Parks 
Hotel.  When  the  company  learned  of  this  fact  their  representative  got  the 
business  men  of  Apollo  to  sign  a  petition  calling  upon  the  burgess  to  force  these 
union  men  to  leave.  The  burgess  was  willing  to  carry  out  the  wishes  of  the  trust 
officials,  but  the  men  stood  upon  their  constitutional  rights  and  refused  to  go. 
The  trust  officials  then  took  steps  to  prevent  the  union  men  from  getting  any 
place  where  they  might  meet  the  men  working  in  the  mills  and  talk  with  them. 
The  union  representatives  did  succeed  in  procuring  a  vacant  lot  here  in  Apollo 
for  two  weeks  and  paid  the  rent  for  the  same,  when  it  became  known  to  the 
trust  officials  they  immediately  took  steps  to  try  and  have  the  lot  taken  away 
from  us  and  prevent  any  meeting  being  held.  By  threats  and  coercion  they 
forced  the  gentleman  who  owned  the  lot  to  attempt  to  return  the  money  he 
had  received  for  the  rental  of  the  lot  and  prevent  any  meetings  being  held. 
This  the  owner  tried  to  do,  but  the  union  men  refused  to  give  up  the  lot  find 
went  ahead  planning  the  meetings.  First  meeting  was  held  on  July  30,  1909. 
The  burgess  said  repeatedly  that  he  was  Informed  that  It  the  meeting  was 
held,  the  trust  officials  would  break  It  up  and  cause  a  riot  if  necessary. 

The  meeting  was  held  and,  although  an  attempt  was  made  to  Interfere,  noth- 
ing serious  occurred  until  after  the  meeting  was  over  and  the  union  men  had 
returned  to  the  Parks  Hotel. 

About  8  o'clock  that  night  Mr.  Oscar  Lindqnist,  an  official  in  the  trust  mil!  at 
Vandergrift,  appeared  in  front  of  the  hotel  in  an  automobile,  heading  a  mob 
of  about  400  people.  Mr.  Lindquist  came  into  the  hotel  and,  calling  the  pro- 
prietor to  one  side,  made  a  demand  upon  him  that  he  Immediately  turn  the 
union  men  out  of  his  house,  and  when  the  proprietor  refused,  threatened  that 
he  would  lead  the  mob  and  take  them  out  by  force  and  destroy  the  hotel,  and 
publicly  declared  he  was  the  law  In  this  valley  and  was  backed  by  Oie  United 
States  Steel  Trust. 

The  proprietor  again  refused  his  request,  and  told  Mr.  Lindquist  the  men 
were  his  guests  and  he  proposed  to  protect  them.  If  possible,  against  violence. 

Mr.  Lindquist  then  approached  the  chief  of  police,  John  Kennedy,  and  openly 
offered  him  money  if  he  would  leave  the  place  for  half  an  hour.  This  offer 
was  also  refused,  and  Mr.  Lindquist  was  told  by  Mr.  Kennedy  that  he  would 
do  everything  in  his  power  to  keep  the  peace.  After  two  or  three  hours  of 
demonstrations  and  all  kinds  of  threats,  and  finding  that  the  people  refused  to 
be  bullied  by  him  or  his  mob,  Mr.  Lindquist  and  his  thugs  withdrew. 

At  that  time  there  were  four  employees  of  the  Vandergrift  mill  boarding  at 
the  Parks  Hotel.  Mr.  Lindquist  immediately  notified  them  that  they  must 
leave  that  hotel  or  leave  their  Jobs ;  result,  the  men  had  to  leave. 

Further  orders  were  issued  by  Mr.  Lindquist  that  if  any  employee  was  caught 
talking  or  in  any  way  associating  with  the  union  men  their  Jobs  would  be  up, 
and  several  men  did  lose  their  positions  for  exercising  their  right  to  speak  to 
whom  they  pleased. 

Our  time  on  the  lot  having  expired  and  the  owner  refusing  to  allow  us  the 
use  of  It  any  more,  no  matter  what  we  were  willing  to  pay,  we  sought  other 
quarters  and  quickly  learned  that  the  trust  officials  had  been  busy  and  tried 
to  prevent  us  from  securing  any  place  where  meetings  might  be  held. 

We  eventually  found  a  man  whom  the  trust  did  not  own,  and  one  they  could 
not  frighten,  and  he  rented  the  union  a  room.  Mr.  Lindquist  tried  to  reacb 
this  man  and  buy  him  off,  and  when  he  did  not  succeed  issued  orders  again 
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that  auy  employee  entering  the  union  hall  would  be  discharged,  and  surrounded 
the  tailding  with  his  spies.  As  near  as  we  could  leam,  about  30  men  lost 
their  jobs  for  exereising  their  right  to  spend  their  time  outside  of  the  mill 
where  and  with  whom  they  pleased. 

Wives  of  some  of  the  miUmen  were  interested  in  the  union  meetings,  and,  as 
their  husbands  could  not  attend  without  losing  their  jobs,  the  wives  came  to 
the  meetings.  They  were  reported  by  the  spies  to  Mr.  LIndquist,  and  the  hus- 
bands were  called  into  the  office  and  told  their  wives  must  not  attend  the  labor 
meetings  or  the  husbands  would  lose  their  jobs.  The  men  did  lose  their  jobs 
because  their  wives  exercised  the  right  to  go  where  they  pleased. 

We  succeeded  In  hiring  a  room  at  Leechburg,  paid  a  month's  rent,  and  were 
given  possession  of  the  key.  Two  of  the  union  men  went  to  Leechburg  to  put 
up  notices  of  a  meeting  to  be  held  on  the  following  Wednesday  evening.  While 
tacking  the  notices  up  they  were  approached  by  a  trust  official  and  told  they 
could  have  no  meetings  in  Leechburg.  The  men  finished  their  work  and  locked 
the  door.  On  Wednesday  evening  we  returned  to  hold  our  meetings  and  found 
our  notices  and  other  property  on  the  outside  and  the  door  locked  and  barred 
against  us. 

We  found  the  proprietor,  who  runs- a  fruit  store,  and  asked  for  an  explana- 
tion. He  stated  "  that  he  had  been  told  that  if  he  allowed  us  the  use  of  his- 
room  for  the  purpose  of  holding  a  labor  meeting,  that  his  business  would  be 
ruined,"  We  never  obtained  possession  of  the  room,  and  had  to  convict  the 
proprietor  of  breaking  and  entering  before  we  forced  a  settlement,  the  trust 
showing  that  they  could  force  men  to  commit  a  crime  In  order  to  prevent  a 
labor  meeting,  interfering  with  free  speech  and  free  assembly. 

When  we  could  not  get  the  use  of  our  hall  at  Leechburg,  we  held  our  meeting 
on  the  street  comer  and  promised  the  people  we  would  be  with  them  again 
Friday  night  of  that  week.  When  we  returned  on  Friday  night  we  were  met  by 
the  burgess  and  chairman  of  the  council  and  notified  that  a  special  meeting 
of  the  council  had  been  held  on  Thursday  night  and  an  ordinance  passed  pro- 
hlMting  open-air  meetings  without  a  permit  from  the  burgess,  paying  a  dollar 
for  the  same,  permit  to  state  for  what  purpose  the  meeting  was  to  be  held  and 
what  was  to  be  said,  and  when  we  applied  for  a  permit  we  were  denied.  Trust 
again  showed  Its  power  to  compel  the  borough  officials  to  prevent  free  speech 
and  free  assembly.  We  succeeded,  however,  in  procuring  Odd  Fellows'  Hall, 
and  held  our  meeting  there  and  arranged  with  the  janitor  for  two  nights  a 
week. 

Mr.  Oscar  LIndquist  is  a  member  of  that  lodge  of  Odd  Fellows,  and  at  a 
special  meeting  held  on  Saturday  night  the  janitor  was  given  a  severe  lacing 
for  daring  to  allow  a  labor  meeting  to  be  held  in  the  hall  and  warned  not  to 
commit  such  an  offense  again,  and  from  that  time  to  the  present  all  avenues 
have  been  closed  in  Leechburg  against  labor  meetings. 

A  minister  at  Leechburg,  by  the  name  of  Rev.  C.  Johnson,  having  heard  of 
the  trouble  we  were  having  with  the  trust,  asked  permission  to  speak  at  our 
hall  in  Apollo.  We  arranged  a  meeting  for  him,  and  he  handled  the  trust  and 
borough  council  without  gloves  for  their  interference  with  free  speech  and  free 
assembly.  .After  he  had  closed,  by  request,  he  was  asked  to  speak  again  and 
accepted  the  Invitation.  The  minister  has  a  brother-in-law  who  works  as  heater 
in  the  Leechburg  mill,  and  when  the  officials  learned  that  the  minister  had 
spoken  at  our  meeting  the  brother-in-law  was  notified  that  if  the  minister  spoke 
at  another  labor  meeting,  he,  the  brother-in-law,  would  lose  his  job.  We  have 
not  seen  the  minister  since. 

Labor  Day  coming  on,  arrangements  were  started  to  celebrate  the  day  by  hav- 
ing a  parade  at  Vandergrift  and  a  meeting  to  follow.  This  being  a  legal  holi- 
day, and  having  been  invited  by  the  union  molders  at  Vandergrift  to  join  with 
them  in  celebrating  the  day,  we  felt  no  one  would  interfere. 

The  burgess  and  members  of  the  council  in  that  borough  are  employees  of  the 
trust,  and  a  few  days  before  Labor  Day  the  borough  was  placarded  with  a 
proclamation  from  the  burgess  stating  that  at  a  meeting  of  the  council  an  ordi- 
nance had  been  passed  prohibiting  meetings  or  parades  of  any  description  from  " 
being  held  upon  either  public  or  private  property  until  such  time  as  the  council 
saw  fit  to  change  the  ordinance. 

That  proclamation  prohibits  a  citizen  of  Vandergrift  from  Inviting  friends  to 
meet  them  in  his  oWn  home.  Is  there  any  Interference  there  with  free  speech 
and  free  assembly? 

We  have  never  been  able,  up  to  the  present  time,  to  obtain  a  place  In  Vander- 
grift where  a  labor  meeting  could  be  held.  People  tell  us  frankly  that  they  are 
afraid  to  let  us  have  a  place. 
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The  first  Saturday  night  we  held  our  meeting  in  our  hall  at  Apollo  a  num- 
ber of  trust  thugs  appeared  in  the  meeting  and  ti-ied  to  break  it  up,  ana  physi- 
cal force  had  to  be  used  to  eject  them  from  the  hall.  The  trust  in  this  valley 
not  only  prevents  free  speech  and  free  assembly,  but  denies  their  employees 
the  right  of  forming  their  own  associates,  tells  their  wives  with  whom  and 
where  they  shall  go,  dictates  where  they  shall  board,  and  above  all  must  not 
associate  with  union  men  or  become  members  of  a  labor  union. 
Hoping  this  has  covered  the  points  you  requested,  I  remain, 
Tours,  fraternally, 

J.  D.  Pierce, 
(General  Organizer,  A.  F.  of  L. 


Exhibit  4. 

statement  of  albert  uncafeb,  t.  j.  parks,  and  john  kennedy. 

Pabks  Ho-reii,  Apollo,  Pa.,  December  28,  1909. 
To  ichom  it  may  concern: 

Having  read  the  statement  of  J.  D.  Pierce  as  regards  conditions  which  now 
and  in  the  past  exist  in  this  valley,  I  can  truthfully  say  that  they  are  the  truth 
in  every  particular. 

Albert  Uncafee. 

Parks  Hotel,  Apollo,  Pa.,  December  S8,  1909, 
To  whom  it  may  concern: 

Having  read  the  statement  of  J.  D.  Pierce  as  to  conditions  existing  in  the 
past  and  at  present  in  this  valley,  I  wish  to  state  that  they  are  absoluely  true. 

Being  proprietor  of  the  Parks  Hotel,  I  can  verify  everything  said  and  can  add 
the  following  to  the  same: 

That  on  Sunday  morning,  July  31,  the  day  after  the  mob  led  by  Mr.  Llnd- 
quist  appeared  at  my  hotel,  the  burgess,  Mr.  Steele,  together  with  his  brother 
and  the  superintendent  of  the  trust  mill  at  Saltsburg,  Pa.,  A.  L.  Hammit,  ap- 
peared at  the  hotel,  and  the  burgess  again  ordered  the  union  men  to  leave,  the 
trust  official  offering  them  any  amount  of  money  they  might  name  if  they 
would  go. 

The  burgess  made  it  so  strong  that  the  union  men  decided  it  wise  to  leave 
for  a  few  days  until  the  excitement  died  down,  and  after  refusing  any  assist- 
ance from  the  trust  officials  left  my  hotel  and  took  the  train  out  of  Apollo. 

T.  J.  Parks. 

Parks  Hotel,  Apollo,  Pa.,  December  28,  1909. 
To  whom  it  may  concern: 

Having  read  the  statement  of  J.  P.  Pierce,  can  truthfully  say  that  his  state- 
ment as  regards  what  occurred  on  the  night  of  July  30  at  the  Parks  Hotel  is 
correct. 

John  Kennedy, 
Chief  of  Police  of  Apollo,  Pa. 


Exhibit  5. 

statement  of  h.  v.  ashbaugh. 

Leechbl^g,  Pa.,  September  6,  1909. 
Abthur  E.  Holder,  Apollo,  Pa. 

Dear  Sir:  When  meeting  the  other  trustees  I.  O.  O.  F.,  Saturday  evening, 
I  came  up  against  it  badly,  and  could  do  nothing  in  the  way  of  permitting  any 
future  labor  meeting  in  the  I.  O.  O.  F.  Hall ;  so  I  suppose  this  chapter  Is  ended. 
Tours,  respectfully, 

H.   V.   ASHBAUGH, 

Secretary  and  Trustee  I.  0.  O.  F.,  No.  651. 
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Exhibit  6. 
pboclamation. 

After  congratulating  the  people  of  Vandergrift  and  the  adjoining  boroughs 
on  the  measure  of  peace  and  prosperity  which  now  pervades  the  community, 
I  know  that  I  voice  the  sentiment  of  all  good  people  in  saying  that  we  would 
deplore  anything  that  would  mar  the  peace  and  harmony  which  now  pervades 
the  entire  community,  and  this  is  particularly  so  as  regards  Vandergrift  Bor- 
ough. It  Is,  therefore,  a  matter  of  regret  that  outside  influences  seem  to  be 
at  work,  the  accomplishment  of  which  would  only  tend  to  disturb  the  peace 
and  order  of  the  borough  of  Vandergrift.  I  refer  to  marches,  parades,  meet- 
ings, and  demonstrations  by  persons,  mostly  nonresidents,  and  which  could 
have  no  other  effect  than  to  engender  ill  feeling  among  our  citizens  and 
neighbors. 

As  the  corporate  officer  of  the  Borough  of  Vandergrift,  Pa.,  charged  with 
the  maintenance  and  peace  of  the  borough,  I  can  not  tolerate  or  permit  any 
such  conditions  to  exist. 

Now,  know.ye,  that  I,  James  H.  Chambers,  burgess  of  the  Borough  of  Vander- 
grift, Pa.,  by  and  under  authority  and  power  in  me  vested  by  law,  do  hereby 
(until  such  time  as  may  seem  more  expedient)  forbid  the  assembling  of  per- 
sons in  large  crowds  upon  the  streets,  alleys,  highways,  or  private  properties, 
and  all  marches,  parades,  public  meetings,  or  any  other  public  demonstrations 
within  the  borough  limits,  and  all  persons  are  commanded  to  follow  their  usual 
avocations  in  their  usual  quiet  way. 

Given  under  my  hand  and  seal  this  31st  day  of  August,  1909. 

[SEAL.]  James  H.  Chambers,  Burgess. 


Exhibit  7. 

statement  of  messes.  costin,  heitchul,  hileman,  and  gallagher. 

Park's  Hotel,  Apollo,  Pa.,  December  S8,  1909. 
To  whom  it  may  concern: 

This  is  to  certify  that  we,  the  undersigned,  do  know  that  the  trust  officials 
not  only  try  to  prevent  their  -employees  from  attending  union  meetings  or  asso- 
ciating with  union  men,  but  that  they  also  requested  the  management  of  the 
United  Engineering  Co.  plant  in  Vandergrift  to  try  and  prevent  their  em- 
ployees from  doing  the  same. 

P.    COSTIN. 

E.  L.  Heitchul. 

B.   N.    HiLEMAN. 

Jas.  Gallagher. 


Supplement  to  Exhibit  7. 


January  19,  1910. 


Mr.  Samuel  Gompees, 

President  American  Federation  of  Labor, 

Ouray  Building,  Washington,  D.  0. 

Dear  Sir  and  Brother:  Referring  further  to  the  documentary  evidence  en- 
titled "Interference  and  suppression  of  free  speech  and  free  assemblage  by 
the  United  States  Steel  Co."  submitted  to  you,  there  was  a  doubt  in  the  mind 
of  my  colleague,  Mr.  J.  D.  Pierce,  as  to  the  authenticity  of  the  statement  made 
under  subtitle  "Boycott  threatened."  I  was  confident,  when  compiling  this 
statement,  that  Mr.  William  C.  Littlewood,  chairman  of  the  Molders'  Union 
No.  46  shop  committee,  In  the  employ  of  the  United  Engineering  Co.  at  Vander- 
grift, Pa.,  informed  me  as  to  the  statement  In  the  above-indicated  document 
under  the  specific  subtitle,  but  in  order  to  be  more  confident  and  to  have  the 
statement  verified,  I  wrote  him  under  date  of  January  8,  in  part,  as  follows : 

"  Will  you  kindly,  at  your  earliest  convenience,  give  me  the  substance  of  the 
conversation  between  yourself,  your  committee,  and  the  management  of  the 
United  Engineering  Co.  at  the  time  that  you  were  discussing  among  yourselves 
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the  matters  that  -we  were  all  interested  in?    What  did  the  management  say  to 

you  concerning  the  probable  loss  of  business  that  might  occur  to  the  United 

Engineering  Co.  if  the  molders  continued  to  encourage  the  agitation  we  were 

maintaining?" 

[misprint]  and  Foundry  Co.  pertaining  to  the  matters  of  which  you  speak, 

I  but  very  signlfleant  statement  In  his  favor  of  January  16,  1910 : 

"  In  regard  to  the  conversation  that  took  pla:ee  between  the  committee  of 
which  I  was  a  member  and  the  management  of  the  United  Engineering  & 
Foundry  Co.  pertaining  to  the  matters  of  which  you  speak,  I  beg  to  say,  after 
looking  at  the  question  from  all  sides,  taking  into  consideration  my  duty  to  my 
fellow  workers  and  to  my  organization,  I  can  not  see  my  way  clear  to  put  same 
In  black  and  white,  especially  when  such  action  might  complicate  an  already 
strained  situation,  and  I  can  assure  you  from  long  residence  and  association 
that  trade  unionism  has  too  precarious  a  hold  in  this  valley  to  take  any  chances 
of  a  struggle  unnecessarily,  especially  when  such  might  mean  the  total  ob- 
livion of  organization  in  the  Ki^lminetas  Valley,  but  could  I  for  a  moment 
believe  that  such  action  would  enhance  the  chances  and  prospects  for  the 
salvation  of  this  black  valley  I  would  with  pleasure  do  ail  that  you  ask,  re- 
gardless of  consequences  to  myself.  Trusting  that  you  will  view  the  situa- 
tion, after  this  explanation,  as  I  do,  and  that  you  will  regard  me  as  none  the 
less  friendly  toward  yourself,  and  the  cause  for  this  refusal,    *    *    *." 

I  believe  that  this  reply  from  Mr.  Littlewood  corroborates  the  statement  con- 
tained In  the  subtitle  "  Boycott  threatened." 

Yours,  very  truly,  Arthub  B.  Holdeb, 

Organizer  American  Federation  of  Labor. 


Exhibit  8. 

[From  the  Labor  Leader,  Lancaster,  Pa.,  October  16,  1909.] 

IN  THE  DARK  KISKI SHAMEFUL  CONDITIONS  IN  THE  KEYSTONE  STATE — Jl  SITUA- 
TION THAT  SHOULD  BE  KNOWN  TO  EVERT  CITIZEN  OP  PENNSYLVANIA — LAWLESS 
ACTS  OF  THE  STEEL  TRUST  AND  ITS  TOOLS. 

Editor  Labor  Leader,  Lancaster,  Pa.: 

During  the  last  three  months  a  series  of  indignities  and  impositions  have 
been  practiced  upon  the  citizens  in  the  mill  towns  of  the  Allegheny  and  Kiskl- 
mlnetas  Valleys  and  the  work  people  employed  In  the  sheet  and  tin-plate  mills 
of  the  American  Sheet  &  Tin  Plate  Co.  that  should  be  a  matter  of  record :  First, 
in  order  that  the  history  should  be  remembered;  second,  in  order  to  present 
these  collated  facts  to  the  attention  of  the  governor,  State  department  of  jus- 
tice, and  the  next  general  assembly  in  the  great  State  of  Pennsylvania;  and 
third,  in  order  that  the  people  of  this  great  State  may  become  familiar  with 
the  seriousness  of  the  situation  and  finally  arouse  themselves  sufficiently  to  say 
with  emphasis  that  equal  rights  belong  to  all  the  people  and  not  to  a  few  who 
hare  the  audacity  to  set  aside  all  the  fundamental  rights  of  the  many  for 
pecuniary  gain  to  themselves. 

In  June  of  this  year  (1909)  the  United  States  Steel  Corporation  issued  an 
ultimatum  through  its  subsidiary  company — the  American  Sheet  &  Tin  Plate 
Co. — that  "  all  of  its  sheet  and  tin-plate  mills  would  be  operated  as  open  shops 
(nonunion) on  and  after  July  1,  1809,  and  that  the  scale  of  prices  to  the  work- 
ers in  the  mills  would  obtain  till  further  notice," 

Up  to  July  1,  1909,  about  60  per  cent  of  the  sheet  tin  plate  production  In  the 
United  States  trust  mills  had  f)een  made  by  union  men — members  of  the  Amal- 
gamated Association  of  Iron,  Steel,  and  Tin  Workers — and  the  scale  of  prices 
was  annually  arranged  by  the  conciliatory  methods  of  collective  bargaining 
between  representatives  of  the  union  men  and  the  managers  of  the  trust  mills. 

This  scale  of  prices  also  made  suitable  provision  for  such  sheets  and  plates 
that  were  defective  and  that  would  not  meet  the  anticipated  or  intended  »izes 
ordered,  but  that  would  meet  standard  quality  in  smaller  sizes  after  proper 
cutting  or  shearing;  the  technical  term  of  this  substitution  of  smaller  sheets 
or  plates  for  larger  ones  is  known  as  cut  downs,  and  the  union  men  were  pro- 
tected by  a  proportionate  scale  for  this  defective  work.  In  short,  they  were 
paid  for  what  work  they  produced. 
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In.  the  so-called  opeH  mills  of  the  trust,  which  were  actually  all  nonunion, 
and  In  which  no  member  of  any  labor  organizatioja  was  tolerated,  the  produc- 
tion equaled  about  40  per  cent  of  the  total  output.  The  scale  of  prices  averaged 
30  per  cent  less  than  In  the  union  mills.  There  was  no  allowance  whatever  for 
defective  sheets  or  "  cut-downs,"  every  bit  of  which  was  termed  scrap,  and  the 
company  virtually  obtained  Its  smaller-sized  sheets  and  plates  for  nothing,  as 
It  never  gave  any  orders  to  its  nonunion  men  for  small  sizes,  getting  all  of 
Budi  sizes  from  the  spoiled,  or  alleged  spoiled,  large  sheets.  Such  a  system  was 
and  is  nothing  short  of  barefaced  robbery. 

When  the  trust  Issued  its  ultimatum  not  to  recognize  the  amalgamated  asso- 
ciation it  also  arbitrarily  posted  the  reduced  price  of  30  per  cent — or  the  non- 
union scale  with  no  pay  for  "  cut-downs  " — as  the  scale  it  would  pay,  "  until 
further  notice,"  thus  giving  no  assurance  that  even  the  reduced  rate,  with  its 
barefaced-robbery  combination,  could  be  depended  upon  for  any  definite  length 
of  time,  but  was  still  dependable  on  the  will  of  the  trust  and  subject  to  other 
reductions  at  any  and  all  times,  whenever  it  so  decreed. 

Since  1894  the  sheet  and  tin  plate  mills  In  the  Kiski  Valley  have  been  black, 
or  nonunion,  hence  the  peculiar  expression  "  the  dark  Klski  Valley,"  and  yet 
tbe  sun  ishines  as  brightly,  the  rain  falls  as  copiously,  the  crops  grow  as  luxu- 
riantly, and  the  birds  sing  as  sweet  In  the  Kiski  as  in  the  other  beautiful  valleys 
of  this  richly  endowed  State. 

It  has  been  the  proud  boast  of  trust  autocrats  that  "  No  d d  labor  agitators 

could  visit  the  Kisld,  stop  over  night,  and  go  out  alive,"  and  that  "  they  had  not 
permitted  any  of  the  '  D.  ti.  A.'  to  visit  the  region  for  15  years," 

If  a  visitor  from  Mars  tarried  in  the  Kiski  ^fter  associating  with  average 
Americans  in  other  sections,  he  would  most  probably  say,  "  It  Is  almost  time 
some  '  D.  L.  A.'  paid  a  visit,  or  some  cither  kjnd  of  agitator  stopped  long  enough 
to  awake  the  residents  from  their  Kip  Van  Winkle  siesta." 

"Whom  the  gods  wish  to  destroy  they  first  make  mad,"  was  the  way  some 
prosaic  Greek  once  voiced  his  indignation.  It  \yas  true  then,  it  is  true  now, 
and  the  great  bully  among  trust  pirates,  for  courtesy  called  the  "  United  States 
Steal,"  has  surely  "  been  made  mad ;"  It  has  ridden  rough  shod  over  American 
investors  and  buncoed  them  with  its  watered  stock ;  it  held  up  bluff  old  Jim  Hill 
with  his  valuable  unearned  Increment  in  virgin  ore  lands  in  Minnesota,  Michi- 
gan, and  Wisconsin;  it  robs  the  railroad  directors  and  the  general  public  through 
the  iniquitous  tariff  schedules  and  dubs  it  protection  to  labor ;  it  bribes,  bullies, 
and  defies  Congressmen  and  Senators;  it  saves  its  pennies  and  buys  judges  to 
render  decisions  in  its  favor ;  it  hornswoggled  the  strenuous  Teddy  into  bluffing 
him  to  grant  Immunity  from  the  operations  of  the  Sherman  antitrust  law,  when, 
for  an  excuse  to  prevent  Teddy's  panic  from  becoming  worse,  it  gobbled  up  its 
only  rea!l  competitor,  the  Tennessee  Coal  &  Iron  Co.  Surely,  with  so  much  suc- 
cess, and  after  running  amuck  so  long,  it  would  have  been  a  greater  surprise 
if  the  gods  had  allowed  this  tyrannical  buccaneer  to  remain  sane,  but  the  gods 
can  be  depended  upon  to  attend  to.  their  business,  and  they  made  Mr.  Steel 
Trust  mad — liopping  mart. 

Its  next  decree  was  against  organized  labor,  and  on  this  rock  it  will  meet 
its  doom ;  for  is  It  not  decreed  that  only  fools  and  lunatics  have  the  temerity 
to  tackle  this  young  giant,  the  valiant  defender  of  freedom  and  equal  rights? 

The  ppen  shop  (nonuniou)  ultima,tum  of  the  trust  brought  the  labor  organ- 
izers back  Into  the  dark  Klski  Vall?y,  and  the  trust  became  exceedingly  wroth 
and  indignant. 

When  the  organizers  first  visited  Vandergrift  in  July  of  this  year  they  were 
summarily  ordered  out  of  town.  They  appealed  to  the  law,  and  claimed  defense 
under  the  Constitution — but  what  is  the  Constitution  among  friends?  They 
W«re  told  in  an  insolent  way  to  go  to  hell;  that  the  managers  of  the  trust  at 

Vandergrift  were  the  law — ^judge,  jury,  and  executioners,  and  no  such  4 d 

nonsense  as  free  speech,  free  assemblage,  or  free  solicitation  would  be  tolerated 
in  or  arojmd  the  dark  old  Klski. 

Five  of  the  organizers  were  driven  so  hard  they  waded  and  swam  the  Klski 
to  get  out.  On  July  12  Mr,  ^Jewellyn  Lewis  was  most  brutally  assaulted  while 
on  his  way  to  the  depot.  The  organizers  then  tried  to  get  a  foothold  in  Apollo, 
3  miles  from  Vandergrift;  they  were  unable  to  rent  a  hall,  because  all  the 
owners  were  intimidated  by  the  trust,  but  they  leased  a  lot  for  a  week  and 
advertised  a  meeting,  at  which  the  popular  orator  and  philanthropist,  Raymond 
Robins,  of  Chicago,  would  speak  on  July  31.    The  meeting  was  held  in  spite 
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of  trust  rowdlet!  Interfering,  and  the  organizers  returned  to  their  hotel,  the 
Paries  House,  at  Apollo. 

As  soon  as  it  became  darli,  a  little  after  8  p.  m.,  a  crowd  of  500  men  from 
Vandergrift,  in  Westmoreland  County,  crossed  the  Klski  and  invaded  Apollo, 
Armstrong  County. 

They  were  led  by  Oscar  Lindquist,  the  manager  of  the  trust,  who  incidentally 
is  a  big,  illiterate  Swede,  and  styles  himself  "  the  Scottish  Chief  of  the  Black 
Kiski  Valley." 

Lindquist  drew  his  mob  up  before  the  Parks  Hotel,  and  he  swaggered  in, 
demanding  that  the  proprietor  deliver  up  to  him  the  organizers  of  the  American 
Federation  of  Labor  and  the  Amalgamated  Association.  The  proprietor  refused 
to  do  any  delivering,  but  said  he  would  protect  his  guests.  The  threat  was  then 
made  that  if  the  organizers  were  not  out  of  the  hotel  within  an  hour  the  hotel 
would  be  destroyed,  and  his  "  black  chiefship "  made  a  substantial  offer  of 
money  to  the  peace  officer  to  withdraw  from  the  scene  and  out  of  sight — "  for 
only  one  hour,"  but  the  peace  officer  did  not  withdraw,  neither  did  the  organ- 
izers, but  "  Oscar,"  like  the  "  Noble  Duke  of  York,"  marched  his  little  army 
back  again.  The  trust  was  staggered  with  such  audacity  and  became  so  alarmed 
at  the  popular  uproar  that  it  told  Oscar  not  to  behave  so  coarsely  any  more, 
but  the  fact  remained  that  the  spell  had  been  broken,  and  after  15  years'  absence 
labor  organizers  were  back  in  the  Kiski  Valley  to  bring  back  the  light  of  truth 
and  liberty. 

Between  July  31  and  August  31  many  meetings  were  held  at  Apollo  in  an  old 
pool  room,  now  called  Liberty  Hall,  and  many  mill  men  were  intimidated  by 
the  company  from  attending,  because  some  who  dared  were  instantly  discharged, 
others  were  threatened  with  discharge  if  they  did  not  change  boarding  houses 
where  the  organizers  stopped,  and  a  reign  of  terror  was  instantly  established. 

Arrangements  were  made  to  celebrate  Labor  Day  at  Vandergrift,  but  the 
burgess  (who  is  an  understudy  in  the  mill  office)  issued  a  proclamation,  order- 
ing the  people  to  work  on  that  holiday,  set  apart  by  the  State  and  Nation,  and 
"  forbade  anyone  from  parading  or  congregating  on  the  streets  or  alleys,  or  on 
public  or  private  property,"  thus  arbitrarily  exceeding  powers  and  authority  not 
conceded  to  belong  to  judges  on  the  Federal  bench. 

At  Leechburg  a  hall  was  legally  rented  and  a  meeting  advertised  on  Septem- 
ber 3 ;  the  trust  saw  the  landlord,  and  the  landlord  repudiated  his  contract, 
barred  the  doors  and  threw  the  organizers'  property  into  the  streets,  compelling 
the  meeting  to  be  held  on  the  streets.  Now,  Mr.  Landlord  is  held  under  bond 
of  $500  to  answer  the  charge  of  breaking  and  entering  and  breach  of  contract ; 
he  smiles  confidently  and  Is  depending  on  the  trust's  treasury  to  defend  him. 
On  the  next  day,  September  4,  the  trust  saw  the  Leechburg  city  council  and 
ordered  it  to  draft  an  ordinance  to  prevent  free  speech  in  the  streets  of  Leech- 
burg. The  city  council  promptly  obeyed,  most  of  its  members  being  puppets 
in  the  employ  of  the  trust. 

In  September  16  a  free  Methodist  preacher  spoke  at  the  labor  meeting  at 
Apollo,  and  on  the  17th  his  relatives  and  associate  church  members  were  prac- 
tically threatened  by  the  trust  If  the  pastor  dared  to  repeat  the  heresy. 

On  September  16  two  men  were  abusively  discharged  because  their  wives 
dared  to  attend  the  labor  meetings  when  they  did  not  have  the  courage  to  go 
themselves. 

On  September  25  the  military  band  of  Vandergrift,  a  small  number  of  young 
men,  rehearsed  in  a  hall  and  then  marched  through  the  streets  to  the  baseball 
park;  they  were  arrested  and  charged  with  violation  of  the  burgess'  proclama- 
tion and  fined  $5  for  marching  through  the  streets,  and  so  the  power  of  the 
trust  goes  marching  along  and  displays  its  madness  by  every  new  asslnine  act. 

The  time  has  now  come  to  ask  the  people  of  Pennsylvania  and  its  officials: 
What  do  you  think  of  it?    What  are  you  going  to  do  about  it?    When  will  it  be 

your  turn?  ,      ^        ^        _i       ..n 

We  labor  organizers  will  continue  to  defy  the  trusts  and  refuse  to  rest  until 
freedom  of  speech,  freedom  of  assemblage,  is  restored  to  the  "dark  Kiskl 
Valley  "  and  the  people  who  live  there  will  dare  to  live  and  act  hke  genuine 
free  American  citizens  instead  of  serfs  in  a  feudalistic  age. 

Respectfully,  ,  _  „ 

Akthitb  B.  Holder, 

Oeneral  Organiser  A.  F.  of  L. 
Appolo,  Pa.,  October  4,  1909. 
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Supplement  to  Exhibit  8. 
statement  and  affidavit  of  d.  p.  botes. 

Appolo,  Pa.,  November  22,  1909. 
To  the  officers  of  the  Amertcan  Federation  of  Labor. 

Gentlemen  :  I  feel  that  I  can  ofEer  something  that  will  give  your  honorable 
body  some  Idea  of  the  condition  of  things  in  the  mills  at  Vantom  I  ha^e 
been  working  for  the  American  Sheet  &  Tin  Mills  In  VandergriftT  Hyde  Park 

When  the  A.  F  of  L.  opened  its  meeting  in  Apollo,  the  men  of  the  mills  were 
forbidden  to  go  to  those  meetings,  but,  however,  my  wife  and  my  sister  in  law 
went,  and  because  of  this  me  and  my  brother-in-law  were  discharged.  We  were 
reportai  by  a  man  that  works  for  the  steel  company.  This  man  is  my  neighbor 
He  and  his  wife  watched  the  meetings  of  the  Federation,  and  then  he  would 
carry  the  report  to  the  mills.  wumu 

If  there  are  any  notes  or  figures  wanted  to  back  this  up,  I  can  furnish  them 
When  I  was  discharged,  on  September  16,  1909,  there  was  no  fault  to  find' 
S?  ''t.^^    l.^°"i*^^°*  promise  to  keep  my  family  away  from  the  meetings  of 
the  Federation  of  Labor.    This  I  would  not  do,  and  so  I  got  my  time. 

»  D.   P.    BOYER. 

State  of  Pennsylvania,  County  of  Armstrong,  ss: 

Before  me,  a  notary  public  in  and  for  said  county  and  State,  persouaUy  ap- 
peared D.  P.  Boyer,  who,  being  duly  sworn,  says  that  the  foregoing  statements 
are  true  to  the  best  of  his  knowledge  and  belief. 

D.   P.   BOYEK. 

Sworn  to  and  subscribed  this  22d  day  of  November,  1909. 

[seal.]  Maky  W.  Henby,  Notary  PuUio. 

Commission  expires  January  16,  1913. 


Exhibit  9. 
exteact  from  letter  from  p.  j.  mArdle. 

Extract  from  letter  from  Mr.  P.  J.  McArdle,  president  of  the  Amalgamated 
Association  of  Iron,  Steel,  and  Tin  Workers,  House  Building,  Pittsburgh,  Pa., 
under  date  of  December  28,  1909 : 

At  Cambridge,  Ohio,  the  men  In  the  mill,  after  having  refused  to  join  In  the 
strike  (during  July  and  August,  1909),  were  forbidden  by  the  management  to 
converse  with  other  fellow  employees  while  at  work,  as  had  been  their  usual 
custom,  and  were  further  warned  to  stay  off  the  streets  and  remain  at  home 
while  not  on  duty  at  the  mill.  This  latter  for  the  purpose  of  keeping  them  from 
coming  into  contact  with  representatives  of  the  Amalgamated  Association,  who 
were  then  stationed  at  Cambridge. 

AFTER  RECESS. 

The  committee  resumed  its  session  at  2.30  o'clock  p.  m.,  Hon.  Au- 
gustus O.  Stanley  (chairman)  presiding. 

STATEMENT  OF  J.  J.  HILL. 

The  witness  was  duly  sworn  by  the  chairman. 

The  Chairman.  Mr.  Hill,  you  were  a  party  to  the  lease  between 
the  United  States  Steel  Corporation  and  what  is  known  as  the  Hill 
ore  lands,  made  a  short  time  after  the  organization  of  the  United 
States  Steel  Corporation? 
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Mr.  Hill.  I  was  not  a  party  to  the  lease.  I  carried  on  the  early 
negotiations,  but  the  closing  negotiations  and  the  malung  of  the 
lease  was  made  entirely  outside  of  myself. 

The  Chairman.  It  was  made  by  whom? 

Mr.  Hill.  The  trustees. 

The  Chairman.  By  the  trustees? 

Mr.  Hill.  Yes. 

The  Chairman.  Who  were  the  trustees  ? 

Mr.  Hill.  The  trustees  were  J.  N.  Hill,  L.  W.  Hill,  W.  J.  Hill, 
and  E.  T.  Nichols. 

The  Chairman.  Among  the  Hills  mentioned  there,  J.  J.  Hill  was 
not  one  of  the  trustees? 

Mr.  Hill.  No,  sir. 

The  Chairman.  These  gentlemen  that  you  have  named  were  your 
sons  ? 

Mr.  Hill.  Three  sons ;  yes,  sir. 

The  Chairman.  They  were  the  trustees  of  what  ? 

Mr.  Hill.  The  trustees  of  the  property  leased  to  the  steel  company, 
and  additional  property  that  I  had  acquired. 

The  Chairman.  What  properties  were  they? 

Mr.  Hill.  They  were  trustees  for  the  iron-ore  properties  which 
I  had  acquired  on  the  Mesabi  Range,  some  of  which  were  leased  to 
the  steel  company  and  some  were  leased  to  outside  companies. 

The  Chairman.  What  properties  had  you  acquired,  Mr.  Hill,  on 
the  Mesabi  Eange? 

Mr.  Hill.  The  first  was  some  property  that  came  with  a  bankrupt 
railway  that  was  started  to  be  built  from  Lake  Superior  west. 

The  Chairman.  What  railway? 

Mr.  Hill.  I  think  it  was  called  the  Duluth  &  Winnipeg,  and  it 
became  bankrupt. 

The  Chairman.  That  Duluth  &  Winnipeg  ran  from  the  Mesabi 
Eange  down  to  a  junction  with  the  Great  Northern,  did  it  not? 

Mr.  Hill.  It  ran  into  Duluth  and  Lake  Superior. 

The  Chairman.  I  mean  into  those  places. 

Mr.  Hill.  Its  terminal  was 

The  Chairman  (interposing).  Its  terminal  was  in  what  place? 

Mr.  Hill.  On  the  lake. 

The  Chairman.  The  Duluth  &  Winnipeg  Eailroad  was  one  con- 
tinuous line  running  from  the  Mesabi  Range  to  Superior  ? 

Mr.  Hill.  It  was  intended  to  build  it  from  the  head  of  Lake 
Superior  to  Crookston,  which  was  in  the  Red  River  Valley,  about 
260  miles  west  of  the  head  of  the  lake.  It  built,  I  think,  as  far  as  a 
place  called  Deer  River,  some  miles  west  of  the  Mesabi  Range. 

The  Chairman.  At  the  time  you  speak  of  did  the  Duluth  &  Win- 
nipeg Railroad  complete  a  phj'sical  connection  on  its  own  rails  be- 
tween Superior  and  Duluth  and  the  Mesabi  Range  ? 

Mr.  Hill.  No,  sir;  it  did  not. 

The  Chairman.  Wliere  did  it  run? 

Mr.  Hill.  It  started  to  build  to  Crookston. 

The  Chairman.  To  Crookston? 

Mr.  Hill.  Yes. 

The  Chairman.  Where  was  that? 

Mr.  Hill.  Crookston  is  in  the  Red  River  Valley,  about  260  miles 
west  of  the  head  of  Lake  Superior. 
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The  Chaieman.  How  close  did  tbis  road  get  to  the  Mesabi  Eange? 

Mr.  Hill.  From  wbat  was  known  as  the  Mesabi  Eange  at  that 
time,  I  should  think  it  got  within  40  or  45  miles  of  it. 

The  Chairman.  What  relation  was  there  between  this  railroad 
and  this  body  of  ore  lands?  How  did  they  happen  to  throw  in  the 
ore  lands  with  a  railroad  that  did  not  touch  the  ore  lands  ? 

Mr,  Hill.  The  parties  who  were  instrumental  in  promoting  the 
railway  were  interested  or  had  in  connection  with  it  a  lot  of  lands 
on  the  Mesabi  Eange  called  the  North  Star  Iron  Co.  In  the  pur- 
chase of  that  Duluth  &  Winnipeg  Eailway  the  North  Star  Co.'s 
lands  came  with  it— that  is,  something  like  90  per  cent  of  the  stock 
of  the  company.    This  North  Star  Co.  was  an  incorporated  company. 

The  Chaieman.  And  had  lands  on  the  Mesabi  Eange? 

Mr.  Hill.  Yes,  sir. 

The  Chaieman.  What  was  the  extent  of  their  holdings? 

Mr.  Hill.  I  could  not  say ;  about  ten  or  twelve  thousand  acres. 

The  Chaieman.  At  what  time  was  this  ? 

Mr.  Hill.  I  think  we  got  that  property  about  1896  or  1897. 

The  Chairman.  1896  or  1897? 

Mr.  Hill.  Yes,  sir.  There  was  a  rail  connection  between  some  of 
the  mines  and  the  Duluth  &  Winnipeg  Eoad,  owned  by  some  Michi- 
gan lumbermen. 

The  Chjaibman.  This  North  Star  Co. — is  that  what  it  is  called? 

Mr.  Hill.  The  North  Star  Co. 

The  Chaieman.  This  North  Star  Co.  had  certain  undeveloped 
lands  on  the  Mesabi  Eange  ? 

Mr.  Hill.  Yes,  sir. 

The  Chaieman.  Had  they  ever  been  drilled? 

Mr.  Hill.  I  don't  know  that. 

The  Chairman.  Have  they  ever  been  drilled  since? 

Mr.  Hill.  Some  of  them  have. 

The  Chaieman.  Were  some  of  them  not  drilled  while  under  your 
control ? 

Mr.  Hill,  No,  sir ;  I  think  not. 

The  Chairman.  Were  they  turned  over  to  the  United  States  Steel 
Corporation  with  these  other  properties  ? 

Mr.  Hill.  A  portion  of  them  was  included  in  the  lease. 

The  Chaieman.  In  the  lease? 

Mr.  Hill.  Yes,  sir. 

The  Chaieman.  What  became  of  those  that  were  not  included  in 
the  lease  ? 

Mr,  Hill,  The  trustees  held  them. 

The  Chairman.  To  this  day? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  Free  from  the  control  of  the  Steel  Corporation  ? 

Mr.  Hill.  The  trustees  held  about  90  per  cent  of  the  stock  of  the 
North  Star  Co.    The  rest  is  held  by  the  original  individuals,  I  think. 

The  Chaieman,  But  I  do  not  understand  you.  What  I  am  trying 
to  get  at  is  what  part  of  these  lands  owned  by  the  North  Star  Co., 
which  owned  and  controlled  this  bankrupt  railroad,  the  Duluth  & 
Winnipeg  road,  were  turned  over  to  the  United  States  Steel  Corpo- 
ration— those  ten  or  twelve  thousand  acres? 

Mr,  Hill,  I  could  not  say  exactly.  The  lease  would  furnish  that 
accurately. 
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The  Chairman.  I  have  that  here.  The  lease  would  give  me  the 
number,  the  amount  of  the  lands,  and  their  location  by  sections  and 
townships  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  But  I  am  not  sufficiently  familiar  with  the  terms  of 
the  lease,  or  I  am  under  the  impression  that  the  lease  would  not  give 
me  the  previous  owners  of  the  land  prior  to  the  time  you  turned  it 
over,  or  when  the  Hill  interests  turned  it  over. 

What  I  want  to  know  is,  how  much  of  the  land  of  this  company, 
of  the  North  Star  Co.,  in  which  you  were  interested,  was  turned  over 
to  the  United  States  Steel  Corporation. 

Mr.  Hill.  I  could  not  answer  that  question,  because  I  do  not  know. 

The  Chaieman.  Do  you  know  approximately? 

Mr.  Hill.  It  would  be  a  mere  guess.  I  might  say,  anywhere  from 
three  to  five  thousand  acres. 

The  Chairman.  And  it  was  in  an  unimproved  state  at  that  time? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  You  had  never  put  a  drill  in  it? 

Mr.  Hill.  Not  that  I  know  of. 

The  Chairman.  Do  you  know  anything  about  whether  it  has  any 
ore  under  it  or  not? 

Mr.  Hill.  Well,  there  were  reports  that  some  of  it  had,  and  some  if 
it  lay — a  small  portion — within  the  zone  known  as  the  ore  belt. 

The  Chairman.  Whatever  of  this  three  or  five  thousand  acres  the 
Steel  Corporation  got  were  taken  under  the  terms  of  this  lease,  by 
which  they  were  to  pay  85  cents  a  ton,  I  believe? 

Mr.  Hill.  $1.65. 

The  Chairman.  $1.65  a  ton? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  For  the  ore  ? 

Mr.  Hill.  And  transportation. 

The  Chairman.  $1.65  a  ton  and  transportation? 

Mr.  Hill.  No  ;  that  included  the  transportation  and  dockage. 

The  Chairman.  That  was  for  the  first  year  it  was  transported  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  And  4  per  cent  additional  for  each  year  there- 
after?    Is  that  right? 

Mr.  Hill.  Three  cents  and  four  mills. 

The  Chairman.  Three  cents  and  four  mills  per  ton? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  For  every  ton,  each  succeeding  year? 

Mr.  Hhl.  Each  succeeding  year.  That  $1.65  would  be  for  all  ore 
carrying  59  per  cent  metallic  iron. 

The  Chairman.  I  see. 

Mr.  Hill.  With  a  sliding  scale.  So  much  for  each  unit  of  iron 
above  or  below.  That  below  would  be  deducted  and  anything  above 
59  would  be  added. 

The  Chairman.  What  amount  was  added  per  unit  of  iron? 

Mr.  Hill.  The  amount  added? 

The  Chairman.  Yes. 

Mr.  Hill.  I  think  it  was  4  cents  and  8  mills,  speaking  from  recol- 
lection. 

The  Chairman.  At  that  rate,  if  you  had  found  ore  with  100  per 
cent  iron — ^you  never  find  such  ore? 
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Mr.  Hill.  No. 

The  Chaikman.  It  would  have  been  $4.80  a  ton  ? 

Mr.  Hill.  No  ;  if  you  found  ore  that  carried  60,  4  cents  and  8  mills 
would  be  added  to  the  price  of  the  59. 

The  Chairman.  I  see.  Four  cents  and  eight  mills  would  be  added 
for  each  unit  of  iron  above  59  per  cent. 

Mr.  Hill.  Yes,  sir.  It  may  be  a  small  fraction,  one  way  or  the 
other,  from  4  cents  and  8  mills;  but  it  is  about  that  figure.  Then, 
ore  below  59  would  be  deducted  at  the  rate  of  4  cents  and  8  mills. 

The  Chairman.  Now,_  the  Hill  interests  leased  to  the  United  States 
Steel  Corporation  practically  how  many  tons  of  ore  ? 

Mr.  Hill.  I  think  I  can  make  it  a  little  plainer. 

The  Chairman.  How  many  did  you  contemplate  you  had  ? 

Mr.  Hill.  I  think  I  can  make  it  a  little  plainer,  by  stating  the  way 
that  we  came  to  own  that  ore,  just  how  we  got  it. 

There  was  a  railway  belonging  to  Wright  &  Davis,  Michigan  lum- 
bermen, which  connected  with  the  Duluth  &  Winnipeg.  They  owned 
somewhere  in  the  neighborhood  of  25,000  acres  of  land  that  was 
particularly  well  situated  on  the  range. 

One  mine — possibly  more  than  one,  but  one  mine — opened  on  their 
land,  and  was  a  large  shipper.  That  ore  came  down  over  the  lum- 
bermen's road  to  a  connection  with  the  road  that  we  bought  and 
finished  through  to  the  Eed  River  Valley. 

My  son  was  in  charge  of  the  Eastern  Minnesota,  which  was  a  sub- 
sidiary line  owned  by  the  Great  Northern.  He  was  very  anxious  that 
I  should  come  up  and  look  the  ground  over.  He  attached  a  great 
deal  of  importance  to  the  transportation  of  the  ore.  He  had  met 
Mr.  Wright  and  had  an  understanding  with  him  that  if  they  sold 
they  would  give  us  an  opportunity  to  purchase  it. 

The  Chairman.  Who  do  you  mean  by  "  us,"  Mr.  Hill  ? 

Mr.  Hill.  Well,  myself.  I  had  never  been  up  on  the  range.  I 
went  up  and  I  saw  this  Mahoning  mine.  It  is  the  largest  mine  prob- 
ably on  the  range. 

I  told  him  to  take  it  up  with  Messrs.  Wright  &  Davis  at  any  time 
he  was  ready  and  to  see  what  he  could  do. 

Shortly  after,  he  got  a  communication  from  them  that  they  were 
about  to  dispose  of  it  to  the  Consolidated  Co. 

Mr.  Young.  The  Consolidated  Mines  Co.  ? 

Mr.  Hill.  Yes,  sir;  and  afterwards  known  as  the  Eockefeller  Co. 
Of  course  if  they  bought  it  they  would  transport  it  over  their  own 
railway.  There  was  very  little  business  on  that  road  for  the  first  160 
miles  outside  of  the  ore. 

Within  a  short  time,  by  appointment,  I  met  Wright  and  Davis  in 
Chicago.  Mr.  Wright  was  quite  an  old  man,  and  he  was  anxious  to 
close  out  his  entire  interests  on  the  Mesabe,  the  railroad  and  the  ore 
lands.  He  also  had  some  uncut  pine.  This  was  originally  pine  land. 
They  bought  it  for  that  purpose. 

Some  of  it  they  had  disposed  of  and  agreed  to  cut  and  deliver  the 
logs  to  the  Mississippi  Eiver  at  Swans  Eiver.  He  wanted  me  to  pur- 
chase the  whole  outfit,  including  his  contract.  His  contract  was  with 
Mr.  Warehouser,  or  the  Warehouser  Co.  Mr.  Warehouser  expressed 
his  willingness  that  if  I  assumed  the  contract  he  would  consent  to 
the  transfer. 
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In  that  way  I  bought  the  Wright  &  Davis  property,  about  25,000 
acres. 

My  sons  added  to  it  by  lease  and  purchase  from  time  to  tim^  I 
should  think  somewhere  in  the  neighborhood  of  2,500  or  2,800  acres. 

The  Chairman.  At  the  time  you  made  this  purchase  from  Wright 
&  Davis,  what  mines  were  actively  operating  m  all  that  25,000  acres 
at  that  time  ? 

Mr.  Hill.  The  Mahoning  mine. 

The  Chaieman.  That  is,  the  Mahoning  and  the  Hull  Eust  ? 

Mr.  Hill.  They  are  alongside.  The  Hull  Eust  is  alongside  the 
Mahoning. 

The  Chaieman.  It  is  all  one  vast  opening,  and  it  is  only  an  imagi- 
nary line  that  separates  them? 

Mr.  Hill.  They  are  divided  by  the  property  line. 

The  Chairman.  You  can  not  tell  with  the  naked  eye  what  is  Hull 
Eust  and  what  Mahoning? 

Mr.  Hill.  They  are  both  opened  now.  There  is  a  core,  practically, 
that  they  cut  out  that  is  divided  among  themselves  and  they  adjust 
the  quantities. 

The  Chairman.  What  I  was  trying  to  get  at  was  were  both  the 
Hull  Eust  and  the  Mahoning 

Mr.  Hill  (interposing).  They  are  the  same  deposit. 

The  Chairman.  Were  both  the  Mahoning  and  the  Hull  Eust  mines 
stripped  at  the  time  you  made  this  purchase  ? 

Mr.  Hill.  Hull  Eust  was  not ;  there  was  nothing  done.  That  was 
covered  with  stumps  and  some  uncut  pine,  if  I  remember  right. 

The  Chairman.  Had  it  been  drilled;  had  it  been  explored? 

Mr.  Hill.  Not  that  I  know  of.  I  do  not  know  whether  the  Ma- 
honing was  opened  up  practically  to  the  boundary  line. 

The  Chairman.  What  is  the  tonnage  of  that  mine — of  the  Ma- 
honing? 

Mr.  Hill.  It  is  hard  to  say  what  the  tonnage  is  in  a  mine  under  the 
ground. 

The  Chairman.  It  was  drilled  at  that  time,  was  it  not  ? 

Mr.  Hill.  Yes;  but  the  drilling  is  approximate. 

The  Chairjwan.  You  Imow  by  the  light  of  subsequent  events. 
What  is  the  estimated  tonnage  now  ? 

ISIr.  Hill.  The  estimated  tonnage,  according  to  the  Minnesota  tax 
commission's  report,  I  think  is  about  85,000,000  tons. 

The  Chairman.  How  many  tons  have  been  removed  from  that 
mine? 

:Mr.  Hill.  I  do  not  know. 

The  Chairman.  About  20,000,000,  is  it  not? 

Mr.  Hill.  I  should  not  think  quite  20,000,000 ;  maybe  there  is. 

The  Chairman.  At  the  time  you  acquired  the  Mahoning  mine,  did 
you  acquire  freehold  to  it — the  fee  to  the  mine? 

JNIr.  Hill.  Yes,  sir. 

The  Chairman.  Was  it  not  under  lease? 

Mr.  Hill.  It  was. 

The  Chairman.  You  acquired  the  fee  subject  to  this  lease,  did  you 
not? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  To  whom  was  it  leased  ? 
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Mr.  Hill.  The  Mahoning  Mining  Co.,  I  think,  is  the  name  of  the 


The  Chaikman.  How  long  did  that  lease  run? 

Mr.  Hill.  Oh,  I  do  not  recall. 

The  Chaieman.  Fifty  years? 

Mr.  Hill.  I  think  it  runs  until  the  ore  is  mined  out. 

The  Chairman.  It  is  not  confined  to  50  years?  Was  it  not  to  be 
mined  out  in  50  years? 

Mr.  Hill.  I  do  not  think  that  lease  is  confined  to  50  years.  I  think 
it  has  longer  to  run.    I  am  speaking  now  from  recollection. 

The  Chairman.  The  lease  provides  that  the  lessees  are  to  have 
the  privilege  of  taking  it  out  and  to  pay  so  much  royalty  ? 

Mr.  Hill.  That  is  as  I  understand  it.    I  have  never  read  the  lease. 

The  Chairman.  What  is  the  royalty  paid? 

Mr.  Hill.  It  is  a  sliding  scale. 

The  Chairman.  Starting  with  12^  cents  a  ton  ? 

Mr.  Hill.  I  think  it  starts  at  27i,  and  it  is  reduced  in  proportion 
to  the  amount  mined  in  each  year. 

The  Chairman.  If  there  is  none  mined,  what  is  the  minimum  ? 

Mr.  Hill.  That  I  do  not  recall. 

The  Chairman.  Is  it  not  12|  cents  ? 

Mr.  Hill.  The  lower  price? 

The  Chairman.  Yes. 

Mr.  Hill.  It  may  be  15  and  it  may  be  12 J.  I  never  saw  the  lease ; 
I  never  read  it. 

The  Chairman.  Is  that  Mahoning  mine  a  Bessemer  or  non-Besse- 
mer ore  ? 

Mr.  Hill.  There  is  both  Bessemer  and  non-Bessemer  in  that  mine. 
It  is  a  very  good  quality  of  iron.  The  physical  structure  is  fine.  I 
mean  by  that,  the  particles  are  fine,  small.  It  is  not  known  as  a 
coarse  ore. 

The  Chairman.  What  is  the  per  cent  of  iron  in  it? 

Mr.  Hill.  The  contents? 

The  Chairman.,  Yes. 

Mr.  Hill.  Oh,  they  vary. 

The  Chairman.  You  have  considerable  ore  in  that  mine  61,  62, 
or  63  per  cent  iron  ? 

Mr.  Hill.  Oh,  yes.  I  think  it  will  run  from  58  to  65.  That  is 
just  my  offhand  judgment. 

The  Chairman.  All  you  could  do  was  to  transfer  your  lease  in, 
that  case? 

Mr.  Hill.  That  is  all. 

The  Chairman-  To  whom  was  that  ore  leased? 

Mr.  Hill.  To  whom? 

The  Chairman.  Yes.    WIio  had  the  privilege  of  taking  it  out  ? 

Mr.  Hill.  I  think  the  Mahoning  Iron  Co. — the  Iron  Mining  Co. 
I  do  not  recall  the  title. 

The  Chairman.  And  the  Mahoning  Iron  Mining  Co.  turned  it 
over  to  whom  ? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Do  you  know  who  now  has  that  ore,  less  one- 
eighth  of  it  ? 

Mr.  Hill.  Less  one-eighth? 

The  Chairman.  Does  the  Steel  Corporation  have  that  mine  now  ? 
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Mr.  Hill.  No.  I  think  that  mine  is  controlled  by  the  Cambria 
Steel  Co.,  of  Johnstown,  Pa. 

The  Chairman.  Is  it  the  Mahoning  or  the  Hull  Rust? 

Mr.  Hill.  We  have  the  Mahoning. 

Mr.  Eeed.  We  have  the  Hull  Eust. 

Mr.  Hill.  I  am  not  talking  about  the  Hull  Eust. 

Mr.  Eeed.  I  know  you  are  not.  The  Mahoning  is  controlled  by 
the  Cambria  Steel  Co.    We  have  nothing  to  do  with  it. 

The  Chairman.  And  you  have  the  Hull  Eust? 

Mr.  Eeed.  I  am  not  sure  about  that. 

The  Chairman.  I  think  you  have  one-eighth  in  it. 

Mr.  Hill.  Possibly  the  National  Tube  Co.  had  an  interest  in  the 
Mahoning  lease. 

The  Chairman.  The  Hull  Eust,  which  is  adjoining  and  now 
stripped,  has  the  same  character  of  ore,  has  it  not? 

Mr.  Hill.  I  think  so;  entirely. 

The  Chairman.  It  has  a  larger  tonnage ;  it  is  a  larger  mine ;  there 
is  a  greater  amount  of  ore ;  a  larger  ore  body  ? 

Mr.  Hill.  The  Mahoning  lease,  as  we  laiow  it,  covers  about  a 
thousand  acres,  located  in  three  or  four  different  places  on  the  range. 
It  covers  more  land  than  that  tract  upon  which  the  Mahoning  mine 
is  opened. 

The  Chairman.  I  see  this  tax  commission  places  the  Hull  Eust  as 
being  perhaps  a  third  larger  than  the  Mahoning  in  its  estimate  of 
the  tonnage. 

Mr.  Young.  What  year's  report  is  that? 

The  Chairman.  That  is  the  tax  commission  report  for  the  year 
1908. 

Mr.  Young.  There  is  a  good  deal  of  change  since. 

The  Chairman.  Yes;  I  was  making  just  a  rough  estimate. 

Mr.  Hill.  I  think  the  tax  commission's  report  of  the  Mahoning  is 
about  85,000,000  tons. 

The  Chairman.  Then  the  Hull  Eust  would  be  what  ? 

Mr.  Hill.  I  do  not  know. 

Mr.  Young.  I  have  the  last  report. 

Mr.  Eeed.  It  is  in  the  record ;  you  put  in  an  abstract  of  it. 

Mr.  Young.  No  ;  that  was  the  Finley  report  on  the  Michigan  mines 
that  I  put  in  the  record. 

The  Chairman.  What  other  mines  were  opened  and  in  operation 
at  the  time  that  this  lease  was  made  ? 

Mr.  Hill.  The  lease  to  the  steel  company. 

The  Chairman.  Yes. 

Mr.  Hill.  The  Stevenson,  and  I  think  the  Leonard. 

The  Chairman.  Was  this  Stevenson  mine  an  open-pit  mine? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  What  was  its  tonnage  ?  Do  you  know  about  the 
amount  of  ore  you  estimated  in  that  body? 

Mr.  Hill.  My  recollection — and  it  is  entirely  a  matter  of  recollec- 
tion— is  between  three  and  a  half  and  four  million  tons.  I  think 
they  have  mined  out  about  seven,  and  there  are  two  or  three  million 
tons  left. 

The  Chairman.  At  the  time  the  lease  was  made  there  were  about 
seven  million  tons.     You  mean  subsequent  to  the  lease  ? 
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Mr.  Hill.  The  drilling  shows  about  four  million,  but  they  have 
mined  six  or  seven  million,  and  there  are  about  two  or  three  left. 

The  Chairman.  It  is  yielding  more  than  was  estimated. 

Mr.  Hill.  Yes.  I  thmk  they  added  to  that  lease  an  additional 
property  that  we  did  not  own. 

The  Chairman.  The  Stevenson  mine,  you  say,  is  opened.  What 
other  mine  did  you  say  had  been  opened? 

Mr.  Hill.  The  Leonard. 

The  Chairman.  What  is  its  tonnage?  This  Stevenson  mine — 
did  you  get  the  fee  to  that  mine  and  turn  the  fee  over  to  the  steel 
company? 

Mr.  Hill.  The  fee? 

The  Chairman.  Yes.  I  mean  did  you  lease  it  to  the  steel  com- 
pany; did  you  have  the  fee? 

Mr.  Hill.  We  had  the  fee,  and  it  was  leased. 

The  Chairman.  You  leased  it  to  them;  they  had  the  right  to  it? 

Mr.  Hill.  No  ;  it  was  leased  to  Garrett  &  McKinney,  of  Cleveland. 

The  Chairman.  Then  the  steel  company  got  no  ore  under  the 
terms  of  that  lease. 

Mr.  Hill.  From  the  Stephenson  mine? 

The  Chairman.  The  Stephenson  mine. 

Mr.  Hill.  Yes. 

The  Chairman.  What  other  mine  was  opened? 

Mr.  Hill.  The  Leonard. 

The  Chairman.  How  much  was  there  of  that? 

Mr.  Hill.  I  think  that  is  estimated  at  six  or  seven  million  tons.  _ 

The  Chairman.  Was  it  under  lease  at  the  time  you  made  this 
lease  to  the  Steel  Corporation? 

Mr.  Hill.  We  held  that  under  lease.    We  did  not  own  the  fee. 

The  Chairman.  You  did  not  own  it? 

Mr.  Hill.  No. 

The  Chairman.  You  simply  had  a  lease  on  it? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  From  whom  had  you  leased  it? 

Mr.  Hill.  I  think  it  was  leased  from  a  Michigan  lumberman 
named  AUworth.    I  am  speaking  now  from  recollection. 

Mr.  Young.  Allworth  of  Duluth? 

Mr.  Hill.  I  think  of  Kalamazoo,  Mich. 

Mr.  Young.  Not  the  Duluth  Allworth? 

Mr.  Hill.  I  do  not  know.    It  may  be,  but  I  do  not  know. 

Mr.  Young.  Yes ;  that  family  was  one  of  the  early  settlers  there. 

The  Chairman.  Then  the  Steel  Corporation  got  no  ore,  under  the 
terms  of  this  lease  of  which  I  am  speaking,  from  the  Allworth  mine 
or  this  last-named  mine  ? 

Mr.  Hill.  Oh,  they  got  all  the  ore  that  was  included  in  the  list. 
They  got  whatever  ore  was  in  the  Leonard. 

The  Chairman.  The  Steel  Corporation  did? 

Mr.  Hill.  Yes;  after  the  date  of  the  lease. 

The  Chairman.  Did  you  tell  me  how  many  tons  there  were  esti- 
mated in  the  Leonard  mine  ? 

Mr.  Hill.  Speaking  from  recollection,  I  should  say  six  or  eight 
million  tons. 

The  Chairman.  Did  you  have  any  other  mine  opened  and  in  op- 
eration at  that  time  ? 
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Mr.  Hill.  I  do  not  recall  any  other. 

The  Chairman.  Then,  with  the  exception  of  the  Leonard  mine, 
there  was  no  mine  in  the  properties  from  which  the  Steel  Corporation 
was  to  get  ore  under  the  terms  of  this  lease  which  was  stripped  or  in 
operation  at  the  time  the  lease  was  made  ? 

Mr.  Hill.  That  is  as  I  remember  it. 

The  Chairman.  You  say  you  got  25,000  acres  and  a  railroad  from 
Wright  &  Davis? 

Mr.  Hill.  Yes,  sir. 

The  Chatrjian.  What  was  the  length  of  the  road,  Mr.  Hill  ? 

Mr.  Hill.  The  portion  from  the  mines  to  a  connection  with  the 
Duluth  &  Winnipeg  was  originally  a  lumber  road  and  they  had 
rebuilt  it  and  made  a  fairly  good  single-track  road.  About  45  miles 
I  should  say  from  recollection. 

Then  they  had  a  niunber  of  logging  roads,  or  spurs,  5  or  6  or  7  or  8 
miles,  running  different  places.     We  bought  the  entire  outfit. 

The  Chaikivian.  Bought  the  railroad  and  the  25,000  acres  of  ground 
and  these  mines? 

Mr.  Hill.  And  the  logging  roads  and  the  logging  contracts. 

The  Chair5ian.  And  the  lumber  ? 

Mr.  Hill.  Not  the  lumber. 

The  Chairman.  You  did  not  buy  the  lumber? 

Mr.  Hill.  No,  sir. 

The  Chairman.  That  belonged  to  Warehauser,  you  say  ? 

Mr.  Hill.  Yes,  sir.  The  contract  for  cutting  and  delivering  those 
logs  at  Swan  Eiver 

The  Chair^jan  (interposing).  You  got  the  hauling  of  the  logs? 

Mr.  Hill.  The  cutting  and  hatiling  of  the  logs  was  a  contract  that 
had  been  made  between  Warehauser  and  the  company  and  Wright  & 
Davis. 

The  Chairman.  You  spoke  of  delivering  at  Swan  Eiver.  I  am 
not  well  enough  acquainted  with  that  part  of  the  country  to  under- 
stand whether  that  necessitated  the  transportation  of  those  logs  over 
the  road  you  got  from  Wright  &  Davis  or  over  your  road. 

Mr.  Hjll.  Over  the  Wright  &  Davis  road.  Swan  River  is  the 
end  of  that  road,  where  that  road  terminates  on  the  Mississippi  River. 
The  logs  are  dumped  in  the  river  and  floated  down  the  stream. 

The  Chairman.  What  did  you  pay  Wright  &  Davis  for  this 
property  ? 

Mr.  Hill.  $4,050,000. 

The  Chairman.  It  became  your  property? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  You  gave  a  check  for  that  property,  I  presume; 
you  did  not  pay  them  in  cash  ? 

Mr.  Hill.  I  paid  them,  I  think,  $1,000,000. 

The  Chairman.  Did  you  not  give  them  a  check  for  that  property 
on  the  Cbase  National  Bank? 

Mr.  Hill.  I  gave  them,  I  think,  $1,000,000,  and  then  I  paid  them  a 
further  amount;  and  a  portion  of  it  was  left  until  they  were  in  a 
position  to  deliver  it  to  us. 

The  Chairman.  But  was  not  that  projjerty  paid  for  by  check  to 
Wright  &  Davis,  drawn  on  the  Chase  National  Bank,  of  New  York? 

Mr.  Hill.  I  think  $1,000,000  was  paid  in  check  on  the  Chase  Na- 
tional Bank,  and  possibly  the  later  payments,  because  I  did  my  bank- 
ing business  with  them. 
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The  Chairman.  Was  not  that  money  taken^— was  not  the  payment 
of  that  check — taken  out  of  the  funds  or  out  of  the  surplus  of  the 
Great  Northern  Eailroad? 

Mr.  Hill.  Not  a  penny  of  it. 

The  Chairman.  Did  you  make  a  statement  of  that  kind  before  the 
Miller  committee? 

Mr.  Hill.  Of  what  kind? 

The  Chairman.  A  statement  to  the  effect  that  a  part  of  this 
money  in  some  way  came  out  of  the  Great  Northern  Eailroad. 

Mr.  Hill.  It  did  not ;  not  a  penny  of  it. 

Mr.  Young.  "What  is  the  Miller  committee  ? 

The  Chairman.  The  Minnesota  committee  which  investigated  into 
this  situation. 

Mr.  Hill.  Before  that  committee  I  testified  clearly  that  the  Great 
Northern  never  paid  a  dollar. 

The  Chairman.  The  Great  Northern  or  none  of  the  Great  North- 
.  ern  funds,  then? 

Mr.  Hill.  None  of  the  Great  Northern  funds  were  paid  to  Wright 
&  Davis ;  not  a  cent. 

The  Chairman.  It  was  all  your  own  personal  property? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  There  were  some  other  lands  also — mineral  lands — 
which  were  turned  over  under  this  lease  to  the  Steel  Corporation, 
were  there  not? 

Mr.  Hill.  Oh,  yes. 

The  Chairman.  What  lands  were  they? 

Mr.  Hill.  There  were  some  in  which  we  owned  an  interest,  some 
adjoining  the  lands  we  owned ;  and  for  convenience  in  mining  they 
were  included,  and  the  owners  got  the  same  royalty  that  we  did,  or 
that  I  did.  ,  ,     , 

The  Chairman.  There  was,  in  addition  to  the  property  you  had, 
the  Longyear  and  Bennett  properties? 

Mr.  Hill.  Yes ;  the  Bennett  and  Longyear  properties. 

The  Chairman.  What  is  the  extent  of  the  Bennett  and  Longyear 

holdings?  ,  ^  -,      ■.    i^ 

Mr.  Hill.  I  do  not  recall.  Bennett  and  Longyear  owned  a  half 
interest  in  some  of  the  lands  we  bought  from  Wright  &  Davis.  Those 
lands  were  included,  and  some  Bennett  and  Longyear  lands,  that 
were  mixed  in  with  them  for  convenience  of  mining  and  handling, 
were  included. 
The  Chairman.  Do  you  know  how  many  acres  ( 

Mr.  Hill.  I  do  not.  ,  .  .    xi      4.    t   j    ,. 

The  Chairman.  I  see  here  m  this  report  into  the  steel  industry 

Mr.  Reed.  What  page?  ^n-.    ^    ^-u     j:    ^     ^ 

The  Chairman.  I  am  referring  to  page  261,  to  the  footnote  on 

that  page,  which  says : 

The  character  of  ownership  or  control  by  the  Hill  interests  of  this  39,296  acres 

^Ov^^ed°in°7ee"  19  934  acres;  owned  in  fee  jointly  with  other  parties  (of  whic^ 
the  St  Northern  interest  was  7,915  acres),  15,972  acres;  held  by  lease,  3,390 
acres. 
Now,  how  did  the  Great  Northern  get  7,915  acres  in  there;  do  you 

know,  Mr.  Hill  ?  tt      ^  it,  mi, 

Mr  Hill  The  Great  Northern  Eailway  did  not  own  them,  ihese 
?ands'  for  instance,  the  Wright  &  Davis  lands,  were  held  by  com- 
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panics.  While  we  got  the  fee  and  called  them  fee  lands,  the  fee  is 
m  the  companies  of  which  1  purchased  the  entire  stock  from  Wright 
&  Davis. 

The  Chairman.  Can  you  make  any  estimate  of  what  part  of  this 
15,000  acres  given  here  by  Herbert  Knox  Smith  is  owned  by  Long- 
year  and  Bennett?  What  proportion  of  the  entire  amount  leased  to 
the  Steel  Corporation  was  yours  and  what  proportion  was  Long- 
year's  and  Bennett's  turned  over  by  you  as  agents  ? 

Mr.  Hill.  I  think  that  the  Longyear  and  Bennett  holding  was 
one-half. 

The  Chairman.  Of  that  25,000  acres? 

Mr.  Hill.  No.     The  number  of  acres  I  can  not  recall. 

The  Chairman.  I  do  not  understand  you.     One-half  of  what? 

Mr.  Hill.  The  Longyear  and  Bennett  holding  was  one-half  of  the 
lands  owned  jointly.  They  owned  one-half  of  a  portion  of  the 
Wright  &  Davis  lands;  but.  speaking  from  recollection — and  it  is 
only  recollection  and  it  may  not  be  correct — I  think  about  some- 
where from  7,000  to  7,500  acres  was  owned  by  the  trustees  and  the 
other  half  by  Bennett  and  Longyear. 

The  Chairman.  By  what  trustees? 

Mr.  Hill.  The  trustees  of  the  iron  property. 

The  Chairman.  The  trustees  of  the  iron  properties? 

Mr.  Hill.  Yes,  sir;  the  trustees  to  whom  they  were  conveyed. 
After  I  had  held  the  Wright  &  Davis  land  and  some  other  land  for 
about  a  year  I  turned  them  over  to  a  company  known  as  the  Lake 
Superior  Co.,  to  hold  them  in  trust  for  the  shareholders.  The  Great 
Northern  never  owned  them. 

The  Chairman.  I  understand. 

Mr.  Hill.  But  it  was  a  transaction  that  came  to  me  in  dealing  for 
the  company,  and  I  did  not  want  any  personal  interest  in  anyftiing 
that  was  mixed  up  in  the  company's  affairs,  and  I  turned  those  lands 
over  to  be  held  for  the  benefit  of  the  shareholders  of  the  Great  North- 
ern Railway. 

The  Chairman.  But  you  do  not  catch  my  question.  I  will  come, 
to  that  further  on,  about  the  transfer  of  your  holdings  to  this  com- 
pany— the  Lake  Superior  Co.  (Ltd.),  I  believe  it  is  called? 

Mr.  Hill.  Yes. 

The  Chairman.  What  I  want  to  get  now  is  how  much  property 
had  Bennett  and  Longyear;  how  many  acres  of  ground;  what  area 
of  land  approximately  over  which  the  Hill  interests,  the  trustees, 
or  anybody  with  whom  you  were  associated,  got  control,  and  sub- 
sequently turned  over  to  the  United  States  Steel  Corporation  imder 
this  lease.     1  want  to  know  how  much  property  it  was. 

Mr.  Hill.  I  could  not  tell  you  the  acreage.  I  think  the  joint  hold- 
ings were  somewhere  in  the  neighborhood  of  twelve  or  fifteen  thou- 
sand acres,  and  they  were  turned  over. 

The  Chairman.  Did  any  of  the  Longyear  and  Bennett  properties 
contain  mines  which  had  been  developed  and  were  being  worked  at 
the  time  you  secured  control  of  them? 

Mr.  Hill.  We  never  secured  control  of  them  except  the  purchase 
from  Wright  &  Davis ;  and,  later,  Bennett  and  Longyear  turned  their 
interests  in  under  the  lease. 

The  Chairman.  You  made  an  arangement  with  Bennett  and  Long- 
year  in  which  the  Bennett  and  Longyear  lands  were  to  be  turned  m 
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under  this  lease,  under  the  same  terms  and  conditions  as  the  Hill 
property,  did  you  not? 

Mr.  Hill.  That  is  right. 

The  Chairman.  At  the  time  this  lease  was  signed,  that-this  con- 
tr»ct  was  entered  into,  was  there  an  operated  mine,  an  open  pit,  or  a 
shaft  or  any  other  mine,  or  instrumentality  on  earth,  by  which  a  ton 
of  ore  was  actually  being  produced  on  the  Bennett  and  Longyear 
property  ? 

Mr.  Hill.  Not  that  I  recall.  I  think  those  lands  had  been  drilled 
by  Bennett  and  Longyear.     I  think  they  had,  but  no  ore  produced. 

The  Chairman.  The  Steel  Corporation  agreed,  in  other  words,  that 
in  the  event  they  did  open  a  mine,  or  operate  one,  strip  an  area,  or 
sink  a  sliaf t,  or  anything  of  that  sort,  that  they  would  pay  a  certain 
amount  per  ton  for  ore  they  got  off  of  this  property,  delivered  at 
Two  Harbors  or  Duluth,  or  wherever  it  was,  on  the  Lakes  ? 

Mr.  Hill.  They  agreed  to  mine  the  ore  that  was  on  the  land  in- 
cluded in  the  lease,  m  a  workmanlike  and  economical  manner  and 
to  pay  for  what  ores  they  took  out  of  the  mines. 

The  Chairman.  Now,  Mr.  Hill,  you  said  that  property  at  one 
time  was  your  property? 

Mr.  Hill.  Yes. 

The  Chairman.  And  you  turned  it  over  to  the  Lake  Superior 
Co.  (Ltd.)  ? 

Mr.  Hill.  Yes. 

The  Chairman.  Who  constituted  the  Lake  Superior  Co.  (Ltd.)  ? 

Mr.  HiLii.  Myself  and  two  sons,  according  to  my  recollection. 

The  Chairman.  James  N.  Hill  and 

Mr.  Hill.  L.  W.  Hill. 

The  Chairman.  L.  W.  Hill? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  Did  K.  A.  Farrington  have  anything  to  do  with 
it,  the  vice  president  of  the  Great  Northern  ? 

Mr.  Hill.  He  might. 

The  Chairman.  Was  he  not  one  of  the  trustees  ? 

Mr.  Hill.  No.  He  might  have  been  a  member  of  the  limited  com- 
pany. The  limited  company  was  created  originally  for  the  purpose 
of  holding  these  lands. 

The  Chairman.  It  was  a  joint-stock  association? 

Mr.  Hill.  No;  it  was  a  limited-liability  company. 

The  Chairman.  A  holding  company? 

Mr.  Hill.  A  limited-liability  company  under  the  laws  of  Michigan. 

The  Chairman.  What  was  its  function;  was  it  a  holding  company? 

Mr.  Hill.  To  hold  the  titles. 

The  Chairman.  It  held  the  stock  of  the  companies? 

Mr.  Hill.  Of  the  Wright  &  Davis  Co.,  and  any  other  properties 
that  were  conveyed  to  it.  -r^    ,   ^    » 

The  Chairman.  Did  it  have  the  stock  of  the  AUuez  Bay  Dock  Co.  ? 

Mr.  Hill.  I  could  not  say. 

The  Chairman.  Was  not  that  turned  over  to  it? 

Mr.  Hill.  I  could  not  say. 

The  Chairman.  You  were  interested  in  that  company? 

Mr.  Hill.  I  am  interested  in  a  great  many  companies;  am  con- 
nected with  a  great  many  properties ;  and  I  could  not  carry  them  in 
my  mind — ^but  a  very  small  part  of  them. 


3164  USITEDi  STATES   STEEL.   COBPOBATIOK. 

The  Chaibman.  That  Alluez  Dock  Co.  is  a  great  big  concern,  is 
it  not? 

Mr.  Hnx.  It  has  grown  to  be. 

The  Chaibman.  Worth  many  millions  of  value? 

Mr.  Htll.  Oh,  yes ;  I  should  say  so  now.  They  have  finished  a  new 
steel  dock  this  year. 

The  Chaib3ian.  That  is  at  Superior  ? 

Mr.  Hnx.  At  Superior. 

The  Chairman.  That  dock  company  receives  one-half  of  the  rate 
through  the  haul  of  ore  on  the  Great  Northern  Kailroad  between  the 
Mesabi  Range  and  Superior,  does  it  not  ? 

Mr.  Hill.  Xo,  sir. 

The  Chairjian.  What  per  cent  does  it  receive? 

]Mr.  Hill.  Xo  per  cent. 

The  CiiAiRMAx.  Wha.t  does  it  get  out  of  what  it  docks  there? 

Mr.  Hill.  I  think  so  much  a  ton. 

The  Chairman.  Is  it  40  cents  ? 

Mr.  Hill.  Oh,  no. 

The  Chairman.  How  much? 

Mr.  Hill.  My  recollection  is  it  was  20  cents;  I  am  speaking  now 
from  recollection. 

The  Chairman.  How  many  million  tons  are  delivered  to  that  dock 
every  year,  on  an  average  ? 

Mr.  Hill.  Some  years  there  would  be  five  and  six  and  eight. 

The  Chairman.  Now,  then 

Mr.  Hill  (interposing).  Just  a  moment,  if  I  may  explain  that, 
because  I  recall  the  question  of  dock  compensation  was  based  by 
comparison  on  the  terminal  charge  for  elevating  grain.  Grain  used 
to  be  32  cents  a  ton  and  it  is  now  25 ;  that  is,  &r  a  net  ton  of  2,000 
pounds.    The  ore  is  handled  by  the  gross  ton,  and  it  was  20  cents. 

In  docking  the  ore  has  to  be  sorted.  It  is  not  simply  a  matter 
of  dumping  it.  The  ore  has  to  be  sorted.  Every  carload  of  ore 
has  to  be  sorted,  so  that  a  cargo  of  ore  will  be  of  the  same  value  in 
units  of  iron.  In  doing  that  there  is  a  great  deal  of  care  taken. 
Each  carload  has  to  be  put  with  ore  of  the  same  metallic  value. 
If  a  carload  of  ore  is  put  in  below  the  cargo  value,  another  carload 
or  the  same  quantity  has  to  be  put  in  to  bring  it  up. 

The  Chairman.  You  try  to  load  each  car  with  a  homogenous  ore? 

Mr.  Hill.  No;  a  vessel  load  has  to  be  brought  to  whatever  that 
cargo  is  sold  for. 

The  Chairman.  I  see. 

Mr.  Hill.  If  the  dock  company  took  ore  that  was  63  per  cent  and 
put  it  into  a  59  per  cent  cargo,  they  would  have  to  pay  about  5  cents 
a  ton  penalty  on  every  unit  of  iron  they  had  handled  in  that  way. 

The  Chairman.  That  requires  discretion  in  the  working  of  these 
pockets  that  load  the  ore  down  into  the  vessel? 

]Mr.  Hill.  That  requires  close  and  accurate  work. 

The  Chairman.  Xow,  Mr.  Hill,  do  you  know  whether  the  Great 
Xorthern  Elevator  Co.,  of  Buffalo,  N.  Y.,  went  into  this  Lake  Su- 
perior Co.  (Ltd.)  ? 

Mr.  Hill.  I  think  it  was  sold  to  the  Lake  Superior  Co. 

The  Chairman.  Do  you  know  whether  the  Terminal  Eailroad 
Stock  Co.,  at  Superior,  went  into  it? 


UNITED  STATES  STEEL.  COEPOEATION.  3165 

Mr,  Hill.  I  think  the  Terminal  Eailroad— there  are  several  ter- 
minal railroads  there,  and  the  Lake  Superior  Terminal  never  went 
into  it.  That  is  a  company  owned  by  a  number  of  the  railroads 
there.    Now,  I  do  not  recall  the  Lake  Superior  Terminal. 

The  Chairman.  Do  you  know  whether  the  stock  of  the  Great 
Northern  Express  Co.  went  into  this  Lake  Superior  Co.  (Ltd.)  ? 

Mr.  Hill.  I  think  it  did. 

The  Chairman.  How  about  the  Wachahatchie  Coal  Co.,  of  Wash- 
ington ? 

Mr.  Hill.  I  do  not  know  any  such  company.  There  is  a  land 
company  called  the  Wenatchee. 

The  Chairman.  That  is  it. 

Mr.  Hill.  There  is  an  improvement  company  there. 

The  Chairman.  Did  its  stock  go  into  it  ? 

Mr.  Hill.  There  were  some  bonds,  is  my  recollection. 

The  Chairman.  How  about  the  Sancular  Coal  Co.,  of  Montana? 

Mr.  Hill.  Now,  the  "Wenatchee  Co.  has  nothing  to  do  with  the 
other,  and  I  will  make  that  plain.  At  "Wenatchee  the  people  there 
thought  if  they  could  bring  water  onto  the  land  it  would  prove  to  be 
an  excellent  apple  country,  and  I  took  some  of  the  bonds — my 
recollection  is  it  was  $12,000  or  $15,000  of  the  bonds— for  the  rail- 
way company,  a  railway  they  had,  and  that  was  turned  over. 
They  have  since  been  paid.  "Wenatchee  now  is  a  very  swiftly  grow- 
ing place,  and  their  apples  sell  here  in  Washington,  and  are  sent 
to  London,  St.  Petersburg,  and  Paris,  exported. 

The  Chairman.  Was  the  stock  of  the  Sancular  Coal  Co.  of  Mon- 
tana put  into  this  Lake  Superior  Co.  (Ltd^  ? 

Mr.  Hill.  I  think  it  was.  I  think  the  Sancular  Coal  Co.'s  stocli 
was  put  into  the  Lake  Superior  Co.    They  were  put  in  subsequently. 

The  Chairman.  Did  you  put  in  various  town-site  places  or  the 
stocks  of  various  town  sites? 

Mr.  Hill.  I  do  not  remember  what.  It  was  used  to  hold  several 
of  these  outside  enterprises. 

The  Chairman.  These  concerns  altogether  had  a  surplus  stock  or 
dividends  amounting  to  about  $20,000,000,  did  they  not  ? 

Mr.  Hill.  I  do  not  recall. 

The  Chairman.  Do  you  know,  approximately? 

Mr.  Hill.  I  do  not.  I  should  not  think  it  was  anything  like  that 
amount,  though. 

The  Chairman.  The  purpose  was  to  get  an  operating  capital  for 
this  iron-ore  company,  was  it  not? 

Mr.  Hill.  Not  at  all. 

The  Chairman.  "What  was  your  purpose  in  turning  over  all  these 
companies  to  the  Lake  Superior  Co.  (Ltd.)  ? 

Mc.  Hill.  The  elevator  was  built  at  Buffalo,  the  first  large  steel 
elevator  that  was  built  in  the  country.  We  had  our  own  ships  on 
the  Lakes.  The  grain  was  weighed  in  by  the  weighmasters  of  the 
State  of  Minnesota.  We  would  get  down  to  Buffalo,  and  we  found 
at  times  we  would  be  short  as  much  as,  2,000  or  2,500  bushels  out  of 
a  cargo  of  100,000  when  we  knew  there  was  not  a  peck  lost  on  the  trip. 
There  was  also  a  very  heavy  charge  at  Buffalo  for  elevating. 

The  Chairman.  Mr.  Hill,  you  do  not  catch  my  question. 

Mr.  Hill.  There  was  a  very  heavy  charge  in  Buffalo  made  per 
bushel  for  elevating  grain — I  think  it  was  1.5  cents  a  bushel.     We 
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concluded  to  build  our  own  elevator;  and  we  built  a  large  steel  ele- 
vator there,  with  about  two  and  three-quarter  million  bushels  ca- 
pacity, reducing  the  price  three-quarters  of  a  cent  per  bushel,  and 
thus  stopped  that  leakage. 

There  was  an  open  question  as  to  whether  or  not  the  Great  North- 
ern Co.  could  run  an  elevator  in  Buffalo,  and  that  was  the  reason  it 
was  transferred  to  the  Lake  Superior  Co. 

The  Chairman.  The  Great  Northern? 

Mr.  Hill.  The  Great  Northern  Eailway. 

The  Chairman.  The  Great  Northern  Eailway  owned  the  stock  of 
the  Buffalo  elevator? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  And  there  was  a  question  as  to  whether  or  not  a 
common  cari-ier  could  own  and  operate  an  elevator  ? 

Mr.  Hill.  In  the  State  of  New  York. 

The  Chairman.  In  the  State  of  New  York? 

Mr.  Hill.  We  could  in  the  State  of  Minnesota. 

The  Chairman.  And  for  that  reason  you  transferred  the  stock  of 
the  elevator  company  to  this  Lake  Superior  Co.  (Ltd.),  which  was  a 
holding  company? 

Mr.  Hill.  Yes.  We  were  largely  interested  in  carrying  grain, 
and  we  were  largely  interested  in  the  grain  being  handled  at  reason- 
able prices. 

The  Chairman.  Before  the  stock  of  these  various  companies  was 
transferred  to  the  Lake  Superior  Co.  (Ltd.),  what  stock  had  the 
Lake  Superior  Co.? 

Mr.  Hill.  The  Lake  Superior  Co.  held  this  stock  in  trust.  The 
stock  of  the  Lake  Superior  Co.  was  $100,000. 

The  Chairman.  Had  the  Lake  Superior  Co.  prior  to  the  time  that 
these  stocks  were  turned  over  to  it  the  control  or  the  ownership  of 
or  any  right,  title,  or  interest  whatever  in  this  ore  region  ? 

Mr.  Hill.  None  at  aU. 

The  Chairman.  It  had  no  relation,  then,  to  iron  ores  ? 

Mr.  Hill.  It  is  a  long  time  ago,  and  I  am  speaking  from  recollec- 
tion. I  think  it  was  organized  for  the  purpose  of  holding  the  iron 
ore  lands  that  I  had  acquired  on  the  Mesabi  Range. 

The  Chairman.  On  the  Mesabi  Eange? 

Mr.  Hill.  Yes. 

The  Chairman.  So  that,  before  this  Lake  Superior  Co.  (Ltd.) 
acquired  these  various  stocks,  you  turned  over  to  this  company  your 
ownership  in  this  iron-ore  property  that  you  had  acquired  on  the 
Mesabi  Range.    How  was  that  done? 

Mr.  Hill.  They  were  turned  over  to  be  held  in  trust. 

The  Chairman.  I  imderstand.  What  I  do  not  understand — I  am 
not  much  of  a  corporation  lawyer,  I  fear — is  this :  You  bought  this 
property  as  you  would  buy  a  farm  ? 

Mr.  Hill.  Yes. 

The  Chairman.  You  did  not  represent  any  company  or  anything 
like  that.  By  what  means  did  you  transfer  this  property  to  the  Lake 
Superior  Co.  (Ltd.)  ? 

Mr.  Hill.  Let  me  go  back  a  moment.  I  testified  that  I  bought  the 
stocks  of  the  Wright  &  Davis  Co.  that  owned  these  lands. 

The  Chairman.  It  was  a  stock  company  when  you  bought  it  ? 

Mr.  Hill.  The  properties  were  owned  by  stock  companies. 
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The  Chaibman.  And  you  transferred  the  stocks  that  you  got  from 
the  Wright  &  Davis  Co.  to  the  Lake  Superior  Co.  (Ltd.).    I  see. 

Mr.  HiiJL.  Under  a  trust  agreement  for  the  benefit  of  the  share- 
holders of  the  Great  Northern  Eailway  as  they  might  appear  of 
record  subsequently. 

The  Chaieman.  Who  owned  the  stock  of  the  AUuez  Bay  Dock 
Co.?  ^ 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Did  not  the  Great  Northern  Eailway  own  it? 

Mr.  Hill.  I  do  not  know.    I  do  not  recall. 

The  Chairman.  Who  owned  the  stock 'in  the  Great  Northern 
Express  Co.? 

Mr.  Hill.  The  Great  Northern  Eailway  owned  it. 

The  Chairman.  Who  owned  the  stock  in  the  Wenatchee  Coal  Co.  ? 

Mr.  Hill.  There  is  no  Wenatchee  Coal  Co. 

The  Chairman.  What  do  you  call  it?  The  Wenatchee  Improve- 
ment Co.,  was  it? 

Mr.  Hill.  I  think  in  place  of  stocks  that  was  bonds. 

The  Chairman.  Who  owned  that?  The  Great  Northern  Eail- 
way Co.? 

Mr.  Hill.  I  am  not  sure  whether  the  Great  Northern  Eailroad 
owned  those  bonds  or  whether  I  did. 

The  Chairman.  Who  owned  the  stocks  of  the  Sancular  Coal  Co.  ? 

Mr.  Hill.  The  Great  Northern  or  the  Montana  Central  owned 
them  originally  and  the  Great  Northern  Eailway  Co.  acquired 
them — the  Montana  Central  and  all  that  property. 

The  Chairman.  We  come  to  the  point  where  the  Lake  Superior 
Co.  (Ltd.),  under  a  trust  agreement,  holds  the  stocks  in  this  Mesabe 
Eange  property,  which  you  got  from  Wright  &  Davis  and  others, 
and  holds  the  stocks  of  these  various  other  companies.  Was  there 
any  merger  of  these  stocks  with  the  stocks  of  the  Wright  &  Davis  Co.  ? 

Mr.  Hill.  Oh,  no. 

The  Chairman.  They  were  sold  by  the  same  company,  but  en- 
tirely distinctly? 

Mr.  Hill.  They  were  sold  under  a  trust  agreement  for  the  benefit 
of  the  shareholders  of  the  Great  Northern  Eailway. 

The  Chairman.  Both  were  held  in  the  same  way? 

Mr.  Hill.  That  is,  the  Wright  &  Davis  properties  ? 

The  Chairman.  Who  owned  the  AUuez  Bay  Dock  Co.  and  the 
Terminal  Eailroad  stocks? 

Mr.  Hill.  I  do  not  recall  the  Terminal  Eailroad. 

The  Chairman.  How  were  the  stocks  of  the  Great  Northern  ele- 
vator at  Buffalo,  the  Sancular  Coal  Co.  held — for  whose  benefit? 

Mr.  Hill.  I  think  they  were  transferred  subsequently  and  held 
for  the  benefit  of  the  shareholders  of  the  Great  Northern  Eailway. 

Mr.  Gardner.  May  I  ask  a  question  there  to  clear  my  mind  in 
regard  to  a  point? 

The  Chairman.  Certainly. 

Mr.  Gardner.  I  understand  the  witness  owned  certain  stocks  in 
the  Wright  &  Davis  Co.  and  other  pieces  of  property,  which  he 
transferred  to  the  Lake  Superior  Co.  (Ltd.)  under  deed  of  trust  for 
the  benefit  of  stockholders  of  record  of  the  Great  Northern  Eailroad 
securities;  is  that  right? 
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Mr.  Hill.  For  the  benefit  of  the  stockholders  of  the  Great  North- 
ern Eailway  Co. 

Mr.  Gardner.  The  Great  Northern  Railroad  Co.? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  What  was  the  consideration  for  that  ?  I  mean,  you 
and  your  associates  owned  this  property  and  apparently  you  turned 
it  over  to  a  holding  company? 

Mr.  Hill.  There  was  no  associates.  I  bought  it  and  paid  for  it. 
and  the  property  was  handled  and  I  was  paid  back,  I  think,  the  cost 
price  and  interest  at  5  per  cent  during  the  time  my  money  was 
iuA'ested  in  it. 

Mr.  Gardner.  That  is  to  say,  the  Lake  Superior  Co.  paid  you  for 
these  pieces  of  property? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  And,  in  return,  the  stockholders  of  the  Great  North- 
ern Co.  paid  the  Lake  Superior  Co.,  did  they? 

Mr.  Hill.  The  Lake  Superior  Co.  had  considerable  income.  They 
started  right  in  to  have  considerable  income  from  the  mines. 

Mr.  Gari>ner.  What  I  could  not  understand  in  the  course  of  the 
question  was  the  means  by  which  these  properties  ceased  to  be 
operated  and  owned  in  your  interest  and  became  operated  and 
owned  in  the  interest  of  the  stockholders  of  the  Great  Northern 
Eailway  Co. 

Mr.  Hill.  They  were  never  operated 

Mr.  Gardner.  Leave  out  the  word  "  operated,"  then,  and  say 
"  owned  "'  in  your  interest. 

Mr.  Hill.  They  were  owned. 

Mr.  Gardner.  You  owned  them? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  You  put  them  in  a  holding  company,  to  wit,  the 
Lake  Superior  Co.  (Ltd.)  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  Ordinarily  people  would  say  that  that  holding 
company  would  hold  them  for  your  benefit,  instead  of  which  they 
hold  them  for  the  benefit  of  the  stockholders  of  the  Great  Northern 
Railway  Co. 

Mr.  Hill.  That  is  right. 

Mr.  Gardner.  I  ask  what  was  the  consideration,  and  why  was 
that  done? 

]\[r.  Hill.  What  was  the  consideration? 

Mr.  Gardner.  Yes. 

Mr.  Hill.  The  consideration  was  the  amount  that  I  had  paid, 
with  .5  per  cent  interest  during  the  time  that  my  money  was  invested. 

Mr.  Gardner.  Was  that  paid  back  to  you? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  When — at  the  time  of  the  organization? 

Mr.  Hill.  At  the  time  of  the  organization  of  what? 

Mr.  Gardner.  At  the  time  of  the  organization  of  the  Lake  Supe- 
rior Co. 

Mr.  Hill.  I  think  it  was  subsequently. 

Mr.  Gardner.  But  you  were  given  some  instrument  that  showed 
that  you  would  be  paid  back? 

Mr.  Hill.  Yes. 
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The  Chairman.  What  was  your  question,  Mr.  Gardner?  I  was 
interrupted  for  a  moment,  and  I  am  very  much  interested  to  know 
just  what  it  was. 

Mr.  Gardner.  The  witness  had  shown  that  stocks  in  various  con- 
cerns which  he  owned  and  extraneous  pieces  of  property  were  trans- 
ferred to  the  Lake  Superior  Co.  (Ltd.). 

Mr.  Hill.  In  trust. 

Mr.  Gardner.  In  trust ;  and  that  the  beneficiaries  of  the  trust,  in- 
stead of  being  himself,  were  the  stockholders  of  the  Great  North- 
ern Eailway  Co.  What  I  wanted  to  ascertain  was  what  equivalent 
was  given  to  him  in  order  to  transfer  his  rights  in  his  own  property 
to  some  other  stockholders ;  how  it  was  done,  and  when  it  was  done. 
-That  was  my  idea.    It  seemed  to  be  a  missing  link. 

Mr.  Hill.  I  was  paid  back  the  money  that  I  had  paid  for  these 
properties  with  5  per  cent  interest. 

Mr.  Beall.  You  were  paid  by  the  Great  Northern  Eailroad  ? 

Mr.  Hill.  No,  sir ;  I  was  not. 

Mr.  Beall.  By  whom? 

Mr.  Hill.  I  .was  paid  by  the  Lake  Superior  Co.  These  properties 
immediately  began,  within  a  very  short  time  after  I  took  them,  to 
take  on  great  value,  and  I  always  had  a  rule  that  if  I  could  make 
money  for  myself  in  a  transaction  connected  with  the  company,  I 
could  make  it  for  the  stockholders,  and  it  was  fair  that  I  should  make 
it;  and  that  has  been  the  rule  of  our  company  :^om  the  beginning, 
and  there  is  nothing  to  conceal  about  it.    It  is  perfectly  plain. 

Mr.  Gardner.  Absolutely.  But  we  are  not  business  men.  I  did 
not  mean  to  say  that  you  had  got  a  greater  profit  out  of  your  com- 
pany than  you  were  entitled  to  on  this  transaction.  Probablj^  you 
had  your  company  in  view  all  the  time? 

Mr.  Hill.  I  had. 

Mr.  Gardner.  But  I  wanted  to  get  at  the  nature  of  tbe  transaction. 

Here  is  the  Lake  Superior  Co.  (Ltd.)  which  is  a  copartnership — 
a  sort  of  copartnership  ? 

Mr.  Hill.  I  think  so.  I  have  never  read  its  charter.  It  is  a 
limited  liability  company. 

Mr.  Gardner.  There  are  certain  trustees? 

Mr.  Hill.  They  are  trustees. 

Mr.  Gardner.  Who  own  certain  properties? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  And  they  hold  the  property  which  you  turned  over 
to  them  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  Thereupon  they  pay  you  back  what  it  has  cost  you. 
You  have  been  doing  it  presumably  for  the  stockholders  of  the  Great 
Northern  Railway  in  the  long  run.  I  presume  it  was  done  with  that 
purpose,  was  it  not? 

Mr.  Hill.  It  was  done  to  help  the  company. 

Mr.  Gardner.  It  was  done  to  help  the  company  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  And  they  are  going_  to  pay  you  back  your  money 
with  5  per  cent  interest  or  whatever  it  was.  That  puts  the  trustees, 
after  they  pa;y  you  back,  in  the  position  of  being  a  holding  company 
I'or  new  parties? 


3170  UNITED   STATKS    STEEL,   CUKFOKATXON . 

Mr.  Hill.  Yes.  . 

Mr.  Gardner.  And  the  new  parties  are  the  Great  Northern  Kail- 
way  Co.? 

Mr.  Hell.  No,  sir;  the  stockholders  of  the  Great  Northern  Rail- 
way Co. 

Mr.  Gardner.  Did  the  stockholders  pro  rata  pay  into  the  Lake 
Superior  Co.  (Ltd.)  the  amount  which  they  paid  you? 

Mr.  Hill.  No. 

Mr.  Gardner.  How  did  they  acquire  their  interest? 

Mr.  Hill.  How  did  they  ?     It  was  given  to  them. 

Mr.  Gardner.  Where  did  the  Lake  Superior  Co.  get  its  funds  to 
pay  you  ? 

Mr.  Hill.  The  Lake  Superior  Co.  carried  on  the  business  and  re- 
ceived the  income  from  royalties  and  one  source  and  another.  I 
think  they  sold  the  elevator.  I  am  speaking  from  recollection  now. 
I  do  not  carry  these  transactions.  I  think,  however,  they  sold  the 
elevator,  and  they  may  have  used  that  fund. 

Mr.  Gardner.  Let  me  see  if  I  have  the  transaction  right:  You 
purchased  certain  shares  in  the  Wright  &  Davis  Co.  and  certain  other 
parcels  of  property,  and  you  transferred  them  to  the  Lake  Superior 
Co.  (Ltd.)  under  a  deed  of  trust  for  the  benefit  of  the  stockholders 
of  the  Great  Northern  Railway  Co. 

In  time  they  realize  on  some  of  these  properties,  derive  an  income 
on  others,  and  froi^f  the  funds  received  from  those  profits  and  those 
sales  of  property,  like  the  elevator  company,  they  pay  you  back,  and 
the  stockholders  of  the  Great  Northern  Railway  Co.  at  once  become 
the  proprietors  of  so  much  of  the  property  as  is  left  after  paying  you 
back.     Is  that  correct? 

Mr.  Hill.  They  are  the  beneficiaries,  not  the  proprietors. 

Mr.  Gardner.  That  is,  they  become  the  sole  beneficiaries  of  this 
property  held  in  trust  for  them? 

Mr.  Hill.  That  is  as  I  understand  it. 

Mr.  Gardner.  In  other  words,  it  cost  the  stockholders  of  the  Great 
Northern  Railway  Co.  nothing? 

Mr.  Hill.  Nothing. 

Mr.  Gardner.  You  were  paid  back  for  what  you  expended  and, 
ultimately,  the  Great  Northern  Railway  Co.  stockholders  get  the 
benefit  of  that  which  the  property  actually  proved  to  be  worth  over 
and  above  what  you  had  paid  for  it  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  Is  that  a  correct  statement? 

Mr.  Hill.  That  is  the  transaction.     That  is  it  exactly. 

Mr.  Beall.  Just  one  point  I  am  mystified  on :  T  may  not  under- 
stand the  relation.  I  can  not  understand  why  the  stockholders  of 
the  Great  Northern  Railway  Co.  would  receive  as  a  gift  this  property 
that  cost  you  $4,050,000. 

Mr.  Hill.  Before  they  received  that  I  got  my  $4,050,000. 

Mr.  Beall.  I  understand  you  got  that  back.  It  was  paid  back  to 
you  from  this  limited  company? 

Mr.  Hill.  Yes. 

Mr.  Beall.  But  the  stockholders  of  the  Great  Northern  Railway 
Co.  got  the  benefit,  were  made  the  beneficiaries  of  this  trust  ? 

Mr.  Hill.  Yes. 
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Mr.  Beall.  And  they  never  did  have  to  pay  anything  for  it  ? 

Mr.  Hill.  That  is  right. 

Mr.  Beall.  I  was  not  sure  that  I  understood  it. 

Mr.  Hill.  I  have  been  the  trustee  of  the  stockholders  of  the  Great 
Northern  Railway  Co.  for  a  great  many  years. 

Mr.  Beall.  Yes. 

Mr.  Hill.  And  I  have  tried  always  to  carry  on  their  business  as 
it  ought  to  be  done. 

Mr.  Beall.  As  trustee  for  them,  was  there  ever  any  other  instance 
where  this  amount  of  property  was  given  to  them  and  they  paid 
nothing  in  return? 

Mr.  Hill.  I  do  not  recall  many  such  transactions;  but  that  does 
not  alter  the  fact  at  all. 

Mr.  Beall.  Of  course  not. 

Mr.  Hill.  No;  it  was  right.  If  I  could  make  that  money  for 
myself  I  could  make  it  for  them,  could  I  not? 

Mr.  Beall.  Yes.  You  paid  the  money  for  it,  and  it  seems  to  me 
the  right  thing  was,  if  they 

Mr.  Hill  (interposing).  I  could  have  kept  it. 

Mr.  Beall.  It  seemed  to  me  that  the  right  thing  was  for  them  to 
have  refunded  to  you  the  amoimt  of  money  you  had  paid 

Mr.  Hill.  So  long  as  I  got  my  money,  with  interest,  what  differ- 
ence did  it  make? 

Mr.  Beall.  Of  course  you  had  no  basis  for  complaint,  but  I  can 
not  see  what  interest  these 

Mr.  Hill  (interposing).  But  I  represented  those  stockholders.  I 
was,  in  a  measure,  dealing  with  myself. 

Mr.  Gaednee.  Let  me  put  it  in  this  way:  You  pay  $4,000,000, 
really  acting  for  the  stockholders  of  the  Great  Northern  Railway 
Co.?' 

Mr.  Hill.  I  bought  that  property  so  as  to  get  control  of  the  trans- 
portation of  that  ore,  which  was  important  to  that  portion  of  the 
road,  which  had  practically  no  business. 

Mr.  Gardner.  You  did  it  with  their  interest  in  view- — not  with 
your  own  interest  in  view? 

Mr.  Hill.  That  is  right. 

Mr.  Gardner.  Subsequent  events  showed  the  property  was  worth 
a  good  deal  more  than  $4,000,000? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  You  are  paid  back  your  $4,000,000,  and,  really,  the 
whole  thing  has  been  done  for  the  stockholders? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  They  get  the  balance,  whatever  it  is  worth,  over 
that  $4,000,000? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  But  supposing  the  thing  had  gone  the  other  way; 
supposing,  instead  of  being  worth  $4,000,000,  it  had  proved  to  be 
worth  only  $2,000,000;  how  would  you  have  been  protected? 

Mr.  Hill.  I  should  have  been  out.  I  was  under  no  obligation  to 
buy  it  for  them. 

Mr.  Gardner.  In  other  words,  you  were  in  the  position  where,  if 
you  made  money  out  of  the  transaction,  that  went  to  the  stockholders, 
and  if  you  lost  money  that  came  out  of  your  own  pocket  ? 
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Mr.  Hill.  I  do  not  know  what  the  stockholders  would  have  done. 
I  have  worked  for  33  years  for  them  now. 

Mr.  Gardner.  Woxi'ld  they  have  had  the  legal  right  to  reimburse 
you? 

Mr.  Hill.  I  could  not  enforce  any  right  of  that  kind. 

Mr.  Gardner.  Would  they  have  had  the  right  ?  Would  the  direc- 
tors of  that  railroad  have  had  the  right  to  reimburse  you  in  case  you 
had  made  a  bad  venture  ? 

Mr.  Hill.  I  do  not  think  they  would.  But  when  I  made  that  pur- 
chase the  Mahoning  mine  was  in  plain  sight.  There  was  no  risk 
about  it.  It  was  a  well  open,  shipping  mine.  The  Mahoning  mine 
was  worth  all  I  paid  for  it.  Mr.  Wright  told  me  his  best  information 
was  that  they  had  160,000,000  tons  of  ore  in  the  land,  and  he  thought 
a  great  deal  more.  I  asked  him  upon  what  his  information  was 
based,  and  he  said  it  was  general  information.  They  had  not  been 
drilled,  but  the  Mahoning  property  was  there,  and  the  Mahoning 
property  was  worth,  at  that  time,  practically  all  I  paid  for  it. 

Mr.  Gardner.  As  events  have  shown,  it  was  worth  a  great  deal 


more 


Mr.  Hill.  It  was  worth  a  great  deal  more.  I  think  the  lease  that 
the  Mahoning  Co.  owns  is  worth  anywhere  from  $50,000,000  to 
$75,000,000. 

Mr.  Gardner.  So  you  were,  after  all,  in  this  position,  that  if  the 
coin  turned  up  "  heads  "  you  came  out  even,  and  if  the  coin  turned 
up  "  tails  "  somebody  else  got  all  the  profits  ? 

Mr.  Hill.  I  have  been  in  that  position  for  33  years.  I  have  worked 
for  the  company  that  length  of  time,  and  the  shareholders  have  re- 
lied on  me  entirely;  and  everyone  or  them  have  had  just  the  same 
salary  that  I  have  had.  I  felt  that  it  was  worth  my  while  to  have 
clean  hands. 

Mr.  Gardner.  Of  course. 

What  is  the  reason  that  forces  a  situation  like  that  ?  Is  it  in  con- 
sequence of  the  laws  of  the  various  States  of  this  Union  that  the  com- 
pany can  not  do  it  for  itself  and  therefore  its  president  must  do  it 
for  it? 

Mr.  HiL',.  I  was  not  bound  to  buy  that  property. 

Mr.  Gai  )ner.  I  quite  understand  that.  But  was  there  any  reason 
why  the  stockholders  of  the  Great  Northern  Co.  should  not  have  done 
exactly  what  you  did  ?    Was  there  any  legal  reason  ? 

Mr.  Hill.  I  could  not  get  at  them  individually,  and  I  do  not 
think  that,  as  a  corporation,  the  Great  Northern  Railway  Co.  could 
operate  mines.  It  might  operate  a  coal  mine  for  its  own  use,  but  I  do 
not  undei-stand  that  it  could  go  into  the  operation  of  mining  iron  ore. 

Mr.  Gardner.  Under  the  United  States  law  or  under  State  law? 

Mr.  Hill.  It  is  a  corporation  under  the  State  of  Minnesota,  or  un- 
der the  Territory,  and  adopted  by  the  State. 

Mr.  Gardnior.  Is  there  anything  in  the  United  States  law  which 
would  prevent  their  going  into  the  operation  of  mines? 

Mr.  Hill.  I  do  not  know.    I  am  not  a  lawyer. 

The  Chairman.  You  do  not  claim  that  the  Great  Northern  Rail- 
way Co.,  under  the  present  interstate-commerce  act,  could  own  and 
operate  the  Mahoning  mine  as  a  merchant  mine? 

Mr.  Hill.  I  have  just  said  it  could  not. 
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Mr.  Gardner.  That  is  what  I  meant  in  asking  whether  it  was  a 
Federal  law. 

The  Chairman.  That  would  be  clearly  within  the  commodities 
clause  of  that  act.  But  you,  as  president,  could  own  and  operate  it, 
and  you  could,  if  you  wanted  to,  distribute  the  shares  pro  rata  among 
the  stockholders  of  the  company? 

Mr.  Hill.  Or  give  it  to  the  poor. 

The  Chairman.  Or  give  it  to  the  poor? 

Mr.  Hiix.  Yes. 

The  Chairman.  And  you  preferred  to  give  it  to  the  company  ? 

Mr.  Hill.  Yes. 

The  Chairman.  Did  the  company  need  it  worse  than  the  poor, 
Mr.  Hill?  ^      ' 

Mr.  Hill.  Dealing  with  the  worthy  poor  is  a  great  problem. 

The  Chairman.  How  did  you  distribute  it  among  these  share- 
holders ? 

Mr.  Hill.  It  was  distributed  to  them 

The  Chairman  (interposing).  Share  and  share  alike,  was  it  not? 

Mr.  Hill.  The. trustees  gave  them  certificates  representing  their 
aliquot  portions. 

The  Chairman.  Exactly.  You  gave  a  certificate  in  this  com- 
pany  

Mr.  Hill  (interposing).  If  you  please,  I  did  not  give  them  any- 
thing. 

The  Chairman.  And,  by  the  way,  it  was  not  this  Lake  Superior 
Co.  (Ltd.)  that  did  that  work  at  all,  was  it?  You  formed  another 
company,  did  you  not? 

Mr.  Hill.  The  Lake  Superior  Co. 

i    The  Chairman  (interposing).  Became  what? 

Mr.  Hill.  The  Lake  Superior  Co.,  under  direction,  conveyed  to  the 
trustees  the  titles  and  the  leases. 

The  Chairman.  And  this  Lake  Superior  Co.  (Ltd.)  afterwards  be- 
came the  Great  Northern  Ore  Co.  ? 

,,  Mr.  Hill.  That  is  it.  That  is,  the  Lake  Superior  Co.  did  not 
become  the  Great  Northern  Ore  Co.,  but  the  Great  Northern  Ore  Co. 
is  a  trust  for  the  benefit  of  the  shareholders  of  the  ore  lands,  and 
they  are  distributed  to  the  stockholders  of  the  Great  Northern 
Ore  Co. 

Mr.  Young.  It  is  the  trustee? 

Mr.  Hill.  Yes. 

The  Chairman.  And  you  gave  one  ore  certificate  in  this  company 
for  each  share  of  stock  in  the  Great  Northern  Railway  Co.  ? 

Mr.  Hill.  Yes ;  that  is  right. 
;,  The  Chairman.  So  that  if  a  man  had  100  shares  of  stock  in  the 
iSreat  Northern  Co.,  he  got  100  ore  certificates? 

Mr.  Hill.  That  is  right. 
'  The  Chairman.  And  the  effect  of  that  arrangement  was  identical 
with  ownership,  except  that  the  legal  status  was  different  ?  I  mean, 
the  proceeds  from  whatever  you  derived  from  the  operation  of  these 
ore  lands  went  to  the  holders  of  stock  in  the  Great  Northern  Ore  Co. 
just  as  they  would  have  done  if  the  Great  Northern  Railway  Co.  had 
owned  it  absolutely.    Is  not  that  true? 

Mr.  Hill.  No.  The  shareholders  of  the  Great  Northern  got 
beneficiary  shares  in  the  ore  company,  and  those  beneficiary  shares  in 
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the  ore  company  get  whatever  income  there  is  after  paying  expenses 
coming  from  the  ore  lands.  Those  shareholders  were  the  same,  at  one 
time,  on  the  day  or  hour  they  were  distributed.  Later,  one  man 
might  sell  his  share  of  railroad  stock  and  the  other  one  might  sell 
his  ore  stock ;  and  they  became  entirely  different. 

The  Chairman.  If  the  holders  of  Great  Northern  stock  had  never 
transferred  their  ore  certificates,  or  if  you  had  placed  a  clause  in  the 
ore  certificates  providing  that  they  were  not  to  be  transferred  or 
negotiated  except  upon  the  transfer  or  negotiation  of  a  correspond- 
ing share  of  stock  with  which  it  was  issuedj  would  there  have  been 
any  difference  between  that  and  the  ownership  outright  by  the  Great 
Northern  Co.  as  far  as  profits  in  the  operation  of  the  ore  company 
were  concerned? 

Mr.  Hnx.  They  are  held  entirely  separate. 

The  Chairman.  I  know  it;  but  I  am  speaking  now  of  the  effect. 
Were  the  profits  distributed  in  that  way  the  same  as  if  your  com- 
pany had  owned  and  operated  the  ore  lands  ? 

Mr.  Hill.  If  the  railroad  company  had  owned  and  operated  the 
o^e  lands,  it  would  have  been  paid  in  dividends  by  the  railway  com- 
pany, and  the  railway  company  never  made  any  such  dividends,  and 
could  not,  because  they  never  had  the  title  or  ownership  to  it  or 
anything  connected  with  it. 

Mr.  Gardner.  Suppose  I  owned  100  shares  of  Great  Northern  Rail- 
way stock  at  the  time  these  ore  certificates  were  issued. 

Mr.  Hill.  Yes. 

Mr.  Gardner.  I  would  have  received  100  ore  certificates? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  Would  I  have  been  permitted  to  sell  those  100  certifi- 
cates to  Mr.  Young  without  at  the  same  time  selling  him  my  100 
shares  of  stock? 

Mr.  Hill.  Certainly.  Do  as  you  like  with  them.  They  are  yours. 
There  is  no  string  attached  to  them. 

Mr.  Gardner.  There  was  no  condition  attached  to  them  at  all? 

Mr.  Hill.  Not  at  all.  It  was  just  as  separate  and  distinct  as  can 
be ;  and  it  is  quite  simple,  when  you  understand  it. 

The  Chairman.  On  the  day  or  hour  the  certificates  were  issued 
each  man's  share  in  them  was  determined  by  his  interest  in  the  Great 
Northern  Railway  Co.? 

Mr.  Hill.  It  was  determined  by  his  interest  in  the  Great  Northern 
Railway  Co.  as  far  as  the  allotment  of  certificates  to  him  was  con- 
cerned ;  but  he  had  no  more  title  to  that  through  the  Great  Northern 
than  he  had  in  buying  a  house  or  a  horse. 

The  Chairman.  The  committee  will  stand  adjourned  until  to- 
morrow morning  at  10  o'clock,  when  we  shall  be  obliged  if  you  will 
appear  before  us  again,  Mr.  Hill. 

Whereupon,  at  4.05  o'clock  p.  m.,  the  committee  adjourned  until 
10.30  o'clock  to-morrow  morning,  February  13,  1912. 
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Committee  on  Investigation  or  the 

United  States  Steel  Corporation, 

House  of  Representatives, 
Washington,  D.  C,  Tuesday,  February  13,  1912. 
The  committee  this  day  met,  Hon.  Augustus  0.  Stanley  (chairman), 
presidmg. 

The  Chairman.  I  am  just  in  receipt  of  a  telegram  from  Mr.  Littleton 
saying  that  he  regrets  his  inability  to  be  present  at  the  hearing  on 
account  of  the  fact  that  he  has  been  ill  for  several  days  and  last  night 
was  called  to  New  York  on  peremptory  business. 

STATEMEFT  OF  KE.  J.  J.  Hill— Eesumed. 

The  Chairman.  Mr.  Hill,  at  the  adjournment  of  this  committee  on 
yesterday  we  had  gotten  to  the  point  where  the  Lake  Superior  Co. 
(Ltd.),  a  joint-stock  association,  had  been  organized  in  what  was 
known  as  the  Great  Northern  Ore  Co.  Was  the  Great  Northern  Ore 
Co.  a  joiat-stock  association  ? 

Mr.  Hill.  No,  sir. 

The  Chairman.  What  was  the  nature  of  that  corporation  ? 

Mr.  Hill.  It  was  a  trust,  pure  and  simple. 

I  have  found  a  copy  of  the  report  of  the  trustees,  which  brings  their 
business  up  to  the  31st  of  December  [handing  report  to  the  chairman]. 

The  Chairman.  I  am  ever  so  much  obliged  to  you,  Mr.  Hill. 

Mr.  Hill.  That  is  much  better  than  my  recollection  of  those  ques- 
tions, and  I  think  it  covers  most,  if  not  all,  of  the  important  trans- 
•actions  up  to  the  31st  of  December  last. 

The  Chairman.  I  am  very  grateful  to  you. 

This  report — I  shall  be  delighted  to  read  it  later,  but  I  have  not  the 
time  just  now,  of  course. 

,     They  held  the  stock  of  this  ore  company  for  the  benefit  of  the 
stockholders  of  the  Great  Northern  Railway.     Is  that  it,  in  substance  % 

Mr.  Hill.  The  ore  lands  are  the  substantial  property,  and  .they 
were  owned  by  different  companies.  The  trustees  hold  the  stocks  of 
those  compames  that  own  the  ore  lands,  and  the  trustees  hold  them 
■in  trust  for  the  benefit  of  the  shareholders  of  the  Great  Northern  Rail- 
way Co.,  as  they  appeared  of  the  date  when  the  transaction  was  made. 
Since  that  time  the  shareholders  of  both  companies  undoubtedly  have 
made  many  changes. 

The  Chairman.  You  spoke  of  the  shareholders  of  the  Great  North- 
ern Railway.  What  was  the  capitalization  of  that  road  at  the  time 
of  the  formation  of  this  company  and  the  distribution  of  these  ore 
<:ertificates  ? 

Mr.  Hill.  $150,000,000,  as  I  recollect  it. 
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The  Chatrman.  What  part  of  that  $150,000,000  was  held  by  your- 
self and  by  the  trustees  of  the  Lake  Superior  Co.  (Ltd.)*  J-  N.  Hill, 
James  J.  Hill,  and  R.  I.  Farrington  ? 

Mr.  Hill.  I  could  not  speak  for  others  than  myself.  I  held,  I 
think,  about  100,000  shares. 

The  Chaieman.  Do  you  know  about  how  manv  shares  your  sons 
held  ? 

Mr.  Hill.  No. 

The  Chairman.  Have  you  any  idea  ? 

Mr.  Hill.  No. 

The  Chairman.  Not  the  slightest  ? 

Mr.  Hill.  Oh,  they  may  have  held  two  or  three  thousand  each. 

The  Chairman.  Prior  to  the  time  it  was  announced  that  the  ore 
certificates  of  the  Great  Northern  Ore  Co.  would  be  distributed  pro 
rata  among  the  shareholders  of  the  Great  Northern  Railway  Co.,  at 
what  were  the  stocks  of  the  Great  Northern  Railway  selling  ?  What 
was  their  market  value  ? 

Mr.  Hill.  I  do  not  recollect. 

The  Chairman.  To  refresh  your  memory,  were  they  not  selling  at 
117? 

Mr.  Hill.  Oh,  they  have  sold  as  high  as  250. 

The  Chairman.  Have  they  not  sold  as  high  as  380  ? 

Mr.  Hill.  I  do  not  recall.  I  know  the  stock  market  is  something 
that  does  not  interest  me  a  great  deal. 

The  Chairman.  At  what  date  was  it  that  this  distribution  was 
made? 

Mr.  Hill.  That  report  wiU  show.     I  could  not  speak  accurately. 

The  Chairman.  The  trust  agreement  is  of  December  7,  1906  ? 

Mr.  Hill.  That  would  be  it,  then. 

The  Chairman.  Is  that  the  date  of  the  distribution? 

Mr.  Hill.  Yes;  that  would  be  the  date. 

The  Chairman.  I  will  ask  you  if  90  days  prior  to  this  agreement, 
or  prior  to  the  time  it  was  known  that  these  certificates  of  stocK 
would  be  distributed,  the  Great  Northern  stocks  were  not  selling  at 
about  117? 

Mr.  Hill.  I  have  not  the  remotest  idea. 

The  Chairman.  I  will  ask  you  if,  within  60  days  after  that 
announcement  was  made,  and  if  it  was  not  made  in  the  papers  gen- 
erally, they  sold  for  380  ? 

Mr.  Hill.  I  have  no  recollection  as  to  the  prices.  They  are  a 
matter  of  public  record,  and  can  be  easily  ascertained. 

Mr.  Gardner.  May  I  ask  a  question  right  there,  that  perhaps  he 
would  remember,  Mr.  Chairman? 

The  Chairman.  Certainly. 

Mr.  Gardner.  At  what  price  did  Great  Northern  ore  certificates 
sell  when  they  were  first  put  out  ? 

Mr.  Hill.  I  do  not  recall. 

Mr.  Gardner.  That  would  be  an  indication,  Mr.  Chairman. 

Mr.  Young.  May  I  ask  a  question  right  there  ? 

The  Chairman.  Certainly. 

Mr.  Young.  There  was  a  time,  was  there  not,  when  it  was  under- 
stood, generally,  outside,  that  there  was  a  struggle  for  the  control  of 
the  Great  Northern,  when  its  stock  went  to  an  almost  fabulous  height 
for  a  few  days  ? 
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Mr.  Hill.  I  do  not  quite  understand  what  you  mean. 

Mr.  Reed.  Are  you  not  thinking  of  the  Northern  Pacific? 

Mr.  Young.  Perhaps  I  am.  I  did  not  remember  the  Great  North- 
ern going  to  any  such  price  as  380,  unless  it  was  during  such  a  period 
as  that. 

Mr.  Hill.  I  do  not  recall  that  price,  but  then,  it  might  be.  I  do 
not  bother  myself  very  much  about  the  price  of  stocks  in  the  market, 
because  they  are  more  or  less  controlled  by  local  conditions  in  the 
market. 

The  Chairman.  Now,  taking  up  these  properties,  the  Wright  & 
Davis  properties  contained  40  miles  of  main  track,  did  they  not  ? 

Mr.  Hill.  I  said  about.  I  am  speaking  from  recollection.  I  do 
not  recall  exactly. 

The  Chairman.  You  had  about  the  same  number  of  branch  lines  ? 

l\ir.  Hill.  I  do  not  know  how  many.  There  were  a  number.  I 
have  never  been  over  them.  Those  logging  branches  are  laid  locally, 
and  taken  up  and  moved  around. 

The  Chairman.  The  State  of  Minnesota,  I  believe,  makes  a  dis- 
tinction, for  purposes  of  taxation,  between  raw  or  agricultural  lands, 
timber  lands,  and  ore  lands,  does  it  not? 

Mr.  Hill.  Between  lands  carrying  ore  and  lands  that  do  not  carry 
ore,  you  mean? 

The  Chairman.  Yes ;  where  they  are  known  to  contain  ore. 

Mr.  Hill.  I  think  the  lands  carrying  ore  are  taxed  on  an  ore  basis. 

The  Chairman.  I  will  ask  you  if,  at  the  time  you  purchased  this 
Wright  &  Davis  property,  the  Wright  &  Davis  lands  were  not  carried 
on  the  Minnesota  tax  books  as  raw  land  ? 

Mr.  Hill.  I  do  not  know  that  there  was  any  special  regulation  at 
that  time.  I  think  that  tax  provision  was  subsequent.  That  is  my 
recollection.     I  may  be  wrong. 

The  Chairman.  You  stated  yesterday,  Mr.  Hill,  that  after  the 
purchase  of  the  Wright  &  Davis  lands  you,  or  your  sons,  those  per- 
sons immediately  interested,  leased  about  2,800  acres,  was  it,  addi- 
tional ? 

Mr.  Hill.  Probably. 

The  Chairman.  At  what  time  were  these  leases  made  ? 

Mr.  Hill.  I  do  not  recall.  I  did  not  make  them.  They  were 
made  at  various  times. 

The  Chairman.  About  what  years  ? 

Mr.  Hill.  I  could  not  say. 

The  Chairman.  At  what  time  did  you  purchase  the  Wright  & 
Davis  land— this  $4,000,000  transaction  ? 

Mr.  Hill.  I  think  it  was  in  1897. 

The  Chairman.  Between  that  time  and  the  time  of  making  this 
lease  at  various  times  you  acquired  other  leaseholds  ? 

Mr.  Hill.  Some;  and  some  purchases. 

The  Chairman.  You  leased  considerable  lands  from  the  State  of 
Minnesota.  The  mine  known  as  the  Hill  mine  is  a  State  lease,  is 
it  not  ? 

Mr.  Hill.  I  do  not  know.  i         i  o 

The  Chairman.  What  did  you  pay  m  royalty  on  those  leases  ( 
What  was  the  amount  ?  .   . 

Mr.  Hill.  That  I  can  not  say.  I  think  the  State  minimum  was 
25  cents.  I  think  that  is  provided  by  an  act  of  the  legislature,  estab- 
lishing a  minimum  price  of  25  cents. 
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The  Chairman.  And  they  are  usually  leased  at  the  minimum  price  ? 

Mr.  HiXL.  I  do  not  know. 

The  Chairman.  Did  you  pay  more  than  40  cents  a  ton  royalty  for 
any  of  the  2,800  acres  of  land  leased  ? 

Mr.  Hill.  I  do  not  know.  I  did  not  make  those  transactions,  and 
never  charged  my  mind  with  them. 

The  Chairman.  Did  you  not  have  a  material  interest  in  these 
transactions,  a  very  large  interest  in  their  weKare 

Mr.  Hill.  But  I  do  not  carry  those  figures  in  my  mind,  as  to  what 
was  paid  for  this  lease  or  that  lease. 

The  Chairman.  Do  you  not  remember  at  what  price  you  were 
leasing  when  you  were  leasing  2,800  acres  ? 

Mr.  Hill.  I  do  not  recall.  The  general  price  at  which  leases  were 
made  when  my  connection  began  with  it  was  about  15  to  20  cents; 
and  it  began  to  rise  until  it  got  up  to  30  and  40  and  50  cents;  and 
leases  made  by  the  State,  and  held  by  individuals,  were  often  sold. 
Leases  of  property  made  by  indi^^duals  were  sold  to  other  indi- 
viduals. The  lease,  the  right  to  mine,  would  be  sold  quite  frequently 
for  a  large  sum.  So  that  the  question  of  royalty  cut  some  figure, 
but  it  was  not  a  figure  that  would  establish  in  any  or  every  case  the 
value  that  was  paid  for  the  ore.  Sometimes  a  man  held  a  lease  to 
mine  for  25  cents,  and  I  know  of  such  leases  selling  as  high  as  half 
a  million  dollars;  just  for  the  right  to  mine  it. 

The  Chairman.  Do  you  not  know  that,  between  the  time  you 
acquired  the  Wright  &  Davis  lands  and  the  time  you  made  your  last 
lease  of  adjacent  properties  prior  to  the  lease  to  the  Steel  Corporation, 
you  never  paid  more  than  40  cents  a  ton  royalty  for  any  ore,  however 
rich,  or  however  favorably  located  ? 

Mr.  Hill.  That  would  not  be  true  at  all. 

The  Chairman.  Will  you  tell  me  when  you  paid  more  than  40  cents, 
and  where,  and  to  whom  ? 

Mr.  Hill.  Under  some  of  those  leases  the  holder  would  get  the 
entire  amount.  That  is  all  set  out  in  that  report,  and  we  are  traveling 
over  ground  that  is  not  relevant  a  particle  and  will  be  shown  clearly 
and  quickly  if  you  will  read  the  report. 

The  Chairman.  I  must  be  the  judge  of  the  relevancy,  Mr.  Hill. 

Mr.  Gardner.  Could  not  the  value  of  those  leases  be  ascertained 
by  combining  the  royalty  with  the  bonus  paid  ? 

Mr.  Hill.  There  are  a  great  many  leases  that  have  been  sold  for 
high  prices. 

Mr.  Gardner.  By  taking  those  high  prices  which  are  known  as  the 
bonus,  and  calculating  the  estimated  tonnage,  and  adding  the  roy- 
alty, would  not  that  give  the  value  ? 

Mr.  Hill.  Yes;  but  without  knowing  what  the  tonnage  in  that 
property  was  I  would  be  quite  unable 

Mr.  Gardner.  I  said  taking  the  estimated  tonnage  at  the  time  the 
lease  was  transferred. 

Mr.  Hill.  Does  that  refer  to  any  particular  piece  ? 

Mr.  Gardner.  To  quite  a  number  that  we  have  figured  on;  that 
is  all. 

Mr.  Hill.  I  have  not  any  recollection  or  information  of  any  of 
those  transactions. 

Mr.  Gardner.  I  am  not  saying  this  about  your  parcels,  but  I  mean 
in  leases  in  general. 
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Mr.  Hill.  That  would  undoubtedly  show  what  the  party  paid 
if  the  quantity  of  ore  was  known.  ' 

Mr.  Gardner.  I  say,  on  the  estimated  tonnage  at  the  time  it 
would  show  what  the  purchasing  party  and  the  selling  party  esti- 
mated to  be  the  value  of  that  ore  per  ton.  That  is  what  I  wanted 
to  get  at.     Whether  it  was  a  true  method  of  calculating. 

Mr.  Young.  They  made  a  good  many  pretty  bad  guesses.     Some  of 
them  a  good  deal  too  high  and  some  of  them  a  good  deal  too  low. 
Mr.  Hill.  I  think  that,  as  a  rule,  the  mmes  held  out  all  they 
estimated. 
Mr.  Young.  But  I  am  speaking  of  value. 
Mr.  Hill.  I  do  not  know. 

Mr.  Young.  You  would  not  think  that  the  royalty  and  the  bonus 
paid  was  any  measure  of  the  value  of  the  property  to-day,  would 
you? 
Mr.  Hill.  No. 

Mr.  Gardner.  I  am  speaking  of  the  time  the  transaction  was 
made. 

Mr.  Hill.  It  is  hearsay  with  me.  I  never  made  a  lease  of  any  of 
the  property.  It  is  aU  hearsay,  just  as  it  might  come  to  me.  My 
testimony  in  regard  to  it  would  be  of  very  little  accurate  use. 

The  Chairman.  Mr.  Hill,  you  spoke  of  the  Mahoning  mine  as  being 
developed  and  the  ore  exposed  ? 
Mr.  Hill.  Yes,  sir. 

The  Chairman.  It  was  known  and  valuable  at  the  time  you  pur- 
chased this  property  ? 
Mr.  Hill.  I  saw  it  before  making  the  purchase. 
The  Chairman.  The  Mesabi  Eange  at  that  time  was  pretty  well 
explored,  was  it? 

Mr.  Hill.  No;  I  should  say  not.     Portions  of  it  east 

The  Chairman.  St.  Louis  County  ? 

Mr.  Hill.  I  am  not  sure  of  the  name  of  the  county,  but  the  Mesabi 
Range  is  well  known,  and  the  name  describes  it  very  well.  There 
is  not  another.  And  the  eastern  portion,  I  should  say  the  eastern 
third  of  the  range,  was  fairly  well  explored. 

The  Chairman.  How  long  was  it  after  the  purchase  of  the  Long- 
year  and  the  Wright  &  Da^as  properties  in  1891  until  the  western  li3f 
was  explored  ? 

Mr.  Hill.  The  western  half  was  not  largely  explored  until  after 
the  lease  to  the  steel  company. 
The  Chairman.  Then  it  was  explored  by  the  Steel  Corporation  ? 
Mr.  Hill.  Yes,  sir.     My  recollection  is  that  they  agreed  to  keep 
a  certain  number  of  drills  at  woi'k  and  explore  it. 

The  Chairman.  At  the  time,  then,  that  the  Steel  Corporation 
entered  into  this  lease,  it  was  a  mere  estimate  by  the  lessor  and  lessee 
as  to  the  probable  amount,  location,  and  character  of  the  ore  which 
they  agreed  to  take? 

Mr.  Hill.  There  were  tracts  that  had  been  drilled,  and  experts 
have  their  own  way  of  estimating  the  amount  of  ore.  I  am  not  an 
expert,  but  they  have  their  own  way  of  doing  it. 

The  Chairman.  Were  those  tracts  on  your  property  or  were  they 
on  adjacent  properties,  that  had  been  drilled? 

Mr.  Hill.  Mainly  on  adjacent  property.  I  think  they  had  drilled 
some  of  the  Wright  &  Davis  properties.  Then,  some  wells  had 
been  dug. 
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The  Chairman.  Do  I  understand  thej'  struck  ore  ? 

Mr.  Hill.  Yes. 

The  Chairman.  This  Mesabi  Range  at  that  time  had  been  explored 
by  various  steel  companies,  as  I  understand.  The  Cambria  had 
holdings  there? 

Mr.  Hill.  Yes;  but  this  Mesabi  Range  covers  a  long  sttetch  of 
country.  I  do  not  know  how  much  the  Cambria  explored,  or  practi- 
cally how  much  any  other  company  explored. 

The  Chairman.  All  the  great  steel  companies  had  more  or  less  ore 
in  this  Mesabi  Range  at  the  time  of  which  you  are  speaking,  had 
they  not  ? 

Mr.  Hill.  They  have  now,  but  I  do  not  recall  when  they  acquired 
it.     They  have  been  picking  it  up  from  time  to  time. 

The  Chairman.  You  were  there  on  the  range,  were  you  not? 
You  had  holdings  all  through  it,  east  and  west  ? 

Mr.  Hill.  But  I  did  not  ascertain  who  was  buying  other  lands. 

The  Chairman.  How  far  is  it,  for  instance,  from  the  mine  known 
as  the  Hill  mine  to  the  IMahoning  mine  ? 

Mr.  Hill.  I  do  not  know  where  the  Hill  mine  is.  I  do  not  know 
within  5  miles  of  where  it  is. 

The  Chairman.  But  it  is  many  times  5  miles  between 

Mr.  Hill  (interposing).  I  do  not  know  where  it  is.  I  know  it  is 
out  toward  the  west  end  of  the  range,  but  where  it  is  I  do  not  know. 

The  Chairman.  And  the  Mahoning  is  on  the  eastern  portion  of 
the  range  ? 

Mr.  Hill.  No;  it  is  about  the  middle.  You  may  say  it  is  about 
the  middle. 

The  Chairman.  How  long  is  that  range  ? 

Mr.  Hell.  Sixty  miles,  I  should  think. 

The  Chairman.  There  were  your  lands,  and  there  were  the 
Longyear-Bennett  holdings  ? 

Mr.  Hill.  Longyear  and  Bennett  held  jointly  with  Wright  &  Davis, 
and  I  think  Longyear  and  Bennett  have  held  some  of  their  own,  in 
which  Wright  &  Davis  had  no  interest. 

The  Chairman.  Were  there  any  other  large  holdings  on  the  Mesabi 
Range,  except  those  of  Longyear  and  Bennett's,  that  were  not  the 
property  of  various  steel  companies  ? 

Mr.  Hill.  Oh,  yes. 

The  Chairman.  Who  had  any  extensive  holdings  there  besides 
you? 

Mr.  Hill.  Different  lumbermen. 

The  Chairman.  Were  they  under  lease,  or  were  those  lumbermen 
just  holding  until  the  ore  was  sold  ? 

Mr.  Hill.  The  lumbermen  acquired  the  land  for  its  timber — some 
large  tracts  from  the  State  of  Miimesota. 

The  Chairman.  The  State  of  Minnesota  had  the  fee ;  but  were  there 
any  large  ore  holdings  in  that  region  subject  to  lease  except  your  hold- 
ing and  that  of  Longyear  and  Bennett  ? 

Mr.  Hill.  Subject  to  what  lease? 

The  Chairman.  Subject  to  anybody's  lease;  lands  that  were  not 
then  leased  by  somebody,  at  the  time  you  made  this  contract  with  the 
steel  company. 

Mr.  Hill.  I  could  not  answer  that  question,  because  I  have  not  the 
information.     They    were    lands    owned    by   Mr.    Walker;  but    we 
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acquired  a  half  interest  in  the  Walker  lands.  We  acquired  the  own- 
ership of  the  fee  of  half  of  the  Walker  lands  before  the  lease  was  made. 
A  number  of  men  owned  land  up  there;  a  great  many. 

The  Chairman.  Mr.  Herbert  Knox  Smith  says  that  the  Steel  Cor- 
poration had  75  per  cent  of  that  range  either  iu  fee  or  under  lease. 
Mr.  Gardner.  Of  the  Lake  Superior  mines  ? 
The  .Chairman.  Of  the  Lake  Superior  region. 
Mr.  Hill.  At  what  time  ? 
Mr.  Gardner.  At  the  present  time. 

Mr.  Hill.  That  would  be  includiag  the  lease  of  the  Great  Northern 
lands.    I  should  thiak  75  per  cent  would  be  about  right,  including  the 
Great  Northern  lands. 
The  Chairman.  Who  held  the  other  25  per  cent  ? 
Mr.  Hill.  A  great  many  people. 
The  Chairman.  Jones  and  Laughlin  ? 
Mr.  Hill.  Yes. 

The  Chairman.  The  Republic  Iron  &  Steel  Co.  ? 
Mr.  Hill.  Yes. 

The  Chairman.  The  Cambria  Co.  ? 
Mr.  Hill.  Yes. 

The  Chairman.  The  Pennsylvania  Iron  &  Steel  Co.  ? 
Mr.  Hill.  The  Lackawanna.  . 
The  Chairman.  The  Lackawanna  ? 

Mr.  Hill.  Yes;  and  LabeU  and  Corrigan  and  McKimiey. 
The  Chairman.  Did  the  Midvale  Co.  use  any  up  there,  or  do  they 
use  Cuban  ore  ? 

Mr.  Hill.  I  do  not  recall.     Pickans-Mather  and  the  Hannas  and 
Rogers,  Brown  &  Co.,  and  the  International  Plarvester;  there  are  a 
great  many  of  them. 
Mr.  Gardner.  May  I  ask  a  question  at  that  point,  Mr.  Chairman  ? 
The  Chairman.  Certainly. 

Mr.  Gardner.  How  about  the  26,000  acres  of  the  so-called  HiU 
ore  lands  that  were  not  leased  to  the  United  States  Steel  Corporation  ? 
Mr.  Hill.  They  are  scattered,  and  most  of  them  are  outside  of  the 
probable  ore  belt. 

Mr.  Gardner.  That  is  to  say,  they  probably  would  not  be  included 
in  Herbert  Knox  Smith's  estimate,  in  your  opinion? 

Mr.  Hill.  I  do  not  think  they  would  be  included  for  ore  in  any- 
body's estimate.     There  might  be  some  ore  on  them. 
Mr.  Reed.  Have  they  been  explored  ? 

Mr.  Hill.  Not  that  I  know  of;  not  unless  the  Indians  have  done  it. 
The  Chairman.  Your  ore  properties  and  the  Longyear  and  Bennett 
ore  properties  were  leased  at  the  same  time  to  the  Steel  Corporation  ? 
Mr.  Hill.  Under  the  same  lease. 

The  Chairman.  Whose  ores  has  the  Steel  Corporation  mined; 
yours  or  the  Longyear  and  Bennett  ores  ?  Whose  have  they  taken 
out? 

Mr.  Hill.  There  were  some  other  owners  besides  Longyear  and 
Bennett. 
The  Chairman.  Yes. 

Mr.  Hill.  And  they  took  some  out  of  our  lands,  and  they  took  out 
some  of  the  Walker  lands,  in  which  we  owned  half,  and  some  of  the 
properties  in  which  the  Great  Northern  interest  was  small;  it  may  be 
that  the  entire  royalty  went  to  the  owners  of  the  property.  Those  are 
details.     I  am  not  a  trustee,  and  I  only  speak  from  general  knowledge. 
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The  Chairman.  You  spoke  of  the  Walker  lands  ? 

Mr.  HttL.  Yes. 

The  Chaikman.  Were  they  turned  over  at  this  time  with  this 
lease  ? 

Mr.  Hill.  Half  of  them.  That  is  an  undivided  half.  The  steel 
company  owns  the  undivided  haK. 

The  Chairman.  And  the  other  undivided  half  is  leased  ?  What 
was  the  extent  of  that  ore  holding  ? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Was  it  100  acres  or  1,000  acres  ?     Approximately? 

Mr.  Hill.  It  might  be  3,000  or  4,000.  There  was  a  lot  of  that. 
That  is  outside  of  the  probable  ore  belt. 

The  Chairman.  Now,  to  go  back  a  little.  Have  they  mined  any 
of  the  Longyear  and  Bennett  ores  ? 

Mr.  Hell.  I  do  not  know. 

The  Chairman.  Do  you  not  know  that  your  company  has  been 
continuaUy  paying  minimums  to  Longyear  and  Bennett  ? 

Mr.  Hill.  That  report  I  gave  you  wiU  give  the  details. 

The  Chairman.  I  have  not  time  to  read  that. 

Mr.  Hill.  My  recollection  does  not  cover  it.  I  was  not  a  party  to 
the  transaction  after  the  lease — after  the  protocol  of  the  lease  was 
made. 

The  Chairman.  Speaking  generally,  I  mean.  I  am  not  asking  for 
definite  information. 

Mr.  Hill.  If  I  did  know,  I  would  cheerfully  answer. 

The  Chairman.  Oh,  certainly.  I  am  not  questioning  your  veracity 
at  all,  but  I  am  trying  to  refresh  your  memory.  Is  it  not  true,  Mr. 
Hill,  that  this  ore  company  must  pay  to  Longyear  and  Bennett  a 
certain  amount  of  money  each  year  m  the  way  of  royalty  in  the  event 
no  ores  are  mined  by  the  steel  company  ? 

Mr.  Hill.  I  think  that  is  true. 

The  Chairman.  In  other  words,  the  Steel  Corporation  agreed  the 
first  year  to  take  out  750,000  tons,  and  a  certain  proportion  of  that 
was  to  be  taken  from  the  Longyear  and  Bennett  properties,  under  the 
lease,  and  if  it  was  not  taken  out  they  were  to  be  paid  a  royalty  for 
that  proportion  ? 

Mr.  Hill.  I  think  there  is  no  such  condition  in  the  lease. 

The  Chairman.  How  does  it  happen  that  you  pay  this  minimum 
to  Longyear  and  Bennett  ? 

Mr.  Hill.  I  think  that  is  between  the  trustees  and  Longyear  and 
Bennett,  not  in  the  steel  company's  lease. 

The  Chairman.  Is  it  not  true  that  they  have  paid  royalties  to 
Longyear  and  Bennett  every  year  since  this  lease  has  been  in  effect, 
for  ores  that  never  have  been  taken  out,  millions  of  dollars  ? 

Mr.  Hill.  Royalties  on  ores  have  been  paid  to  Longyear  and  Ben- 
nett, and  that  is  in  the  report  that  I  brought  here  this  morning  and 
handed  up  to  you,  giving  the  information  up  to  the  31st  of  December; 
and  it  is  a  great  deal  better  than  my  rambhng  guess  or  recollection, 
because  that  report  is  accurate. 

The  Chairman.  I  will  look  it  up  in  the  report.  I  have  had  no 
time  to. read  it,  as  yet. 

Mr.  Hill.  I  understand  that.  You  did  not  have  it.  I  had  it  in 
my  pocket,  as  I  brought  it  up  here  this  morning. 
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P. The  Chairman.  I  am  delighted  to  get  it,  and  I  shall  take  much 
interest  in  reading  it  as  soon  as  I  have  an  opportunity  to  do  so. 

Mr.  Hill.  I  am  glad  to  be  able  to  give  it  to  you. 

The  Chaibman.  I  am  much  interested  in  that  proposition,  and  I 
shall  take  pleasure  in  reading  it. 

Why  is  it  that  the  Steel  Corporation  has  mined  your  ores  practi- 
cally exclusively,  as  I  understand  from  very  reliable  authority,  and 
has  not  mined  the  ores  of  Longyear  and  Bennett  ? 

Mr.  Hill.  I  do  not  know,  but  I  suppose  I  could  give  you  an  opinion; 
and  it  would  be  nothing  more  than  an  opinion— that  is,  that  it  waa 
more  convenient  for  them  to  take  the  properties  they  did. 

The  Chairman.  The  Longyear  and  Bennett  properties  are  an 
underground  proposition,  are  they  not  ? 

Mx.  Hill.  That  I  do  not  know. 

The  Chairman.  Are  there  any  open-pit  mines  on  the  Longyear 
and  Bennett  property  ? 

Mr.  Hill.  I  do  not  know  of  any  mines  being  opened  on  them  at  alL 

The  Chairman.  Are  there  any  of  them  where  you  could  operate  an 
open-pit  mine  ? 

Mr.  Hill.  I  feel  quite  sure  there  are. 

Mr.  Keed.  Does  the  chairman  expect  to  oiler  that  report  in 
evidence  ?  • 

The  Chairman.  I  expect  to  read  it. 

Mr.  Keeb.  And  then  decide  ? 

The  Chairman.  Yes.  If  it  is  competent  and  relevant,  I  shall 
certainly  offer  it. 

Mr.  Reed.  You  are  asking  Mr.  Hjll's  opinion  as  to  why  we  did  a 
certain  thing  that  it  has  not  been  proved  we  did  do;  and  1  wondered 
if  you  expected  to  show  by  that  report  that  we  did  do  it. 

The  Chairman.  I  will  ask  you,  is  not  that  true  ? 

Mr.  Reed.  I  do  not  know.  That  is  the  only  thing  I  do  not  know. 
[Laughter.] 

The  Chairman.  That  is  the  first  time  I  have  caught  you  napping. 
[Laughter.] 

Mr.  Young.  .  Mr.  Longyear  is  very  easy  to  get  at. 

The  Chairman.  I  suppose  it  is  in  this  report,  and  we  can  find  it 
from  the  report. 

I  understand,  however,  that  that  was  generally  known. 

Mr.  Hill,  there  i,s  a  great  deal  of  this  property  leased  by  you  to  the 
Steel  Corporation  that  is  in  the  western  portion  of  the  Mesabi  Range, 
is  there  not  ? 

Mr.  Hill.  A  large  part  of  it  is  west  of  the  center. 

The  Chairman.  A  good  part  of  your  holding  is  in  Itasca  County  ? 

Mr.  Hill.  I  do  not  know  the  names  of  the  counties. 

The  Chairman.  Is  this  ore  in  the  western  portion  of  the  Mesabi 
Range  transported  directly  from  the  mine  to  the  dock  ? 

Mr.  Hill.  Some  of  it  is  washed. 

The  Chairman.  Explain  that. 

Mr.  Hill.  There  is  an  amount  of  sand  in  it,  and  there  is  a  very 
large  washing  plant  there,  and  some  of  it  is  washed,  to  wash  the  sand 
out.     It  is  called  concentration. 

The  Chairman.  The  ore  is  physically  mixed  with  large  amounts 
of  silica,  and  that  has  to  be  washed  out  ? 
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Mr.  Hill.  That  has  to  be  washed  out  mechanically,  yes. 

The  Chairman.  How  much  ore  in  that  western  portion  is  it  neces- 
sary for  you  to  dig  out  of  the  ground;  how  much  of  this  silica  and 
iron  is  it  necessary  to  take  out  of  the  ground  in  order  to  get  a  ton  of 
merchantable  concentrate  ? 

Mr.  Hill.  I  have  not  the  remotest  idea. 

The  Chaikman.  In  round  numbers,  do  you  not  have  to  mine  about 
2  tons  to  get  1  ton  ? 

Mr.  Hill.  I  should  think  not.  I  should  think  that  loss  would  be 
somewhere  from  20  to  25  per  cent;  but  that  is  only  my  judgment,  and 
it  is  only  based  on  impressions  that  I  have  got  from  time  to  time, 
without  any  accurate  knowledge. 

The  Chairman.  Who  pays  for  this  process  of  concentration;  for 
this  washing  ? 

Mr.  Hill.  I  suppose  the  people  who  own  it  and  carry  it  on. 

The  Chairman.  I  mean,  does  the  lessee  wash  this  ore  and  pay  for 
that  process  of  washing  before  you  determine  his  royalty  ? 

Mr.  Hell.  He  pays  the  royalty,  if  I  recollect  right,  on  the  mineral 
content  of  the  concentrate. 

The  Chairman.  And  he  carries  on  the  process  of  washing  the  ore 
as  well  as  the  digging  ? 

Mr.  Hill.  Yes. 

The  Chairman.  At  his  own  expense  ? 

Mr.  Hill.  Yes. 

The  Chairman.  Has  the  Steel  Corporation  constructed  any  appa- 
ratus or  plant  of  any  kind  for  that  purpose  ? 

Mr.  Hill.  There  is  a  very  large  plant  there,  at  the  place  called 
Coal  Range  or  near  Coal  Range. 

The  Chairman.  Do  you  know  what  that  plant  cost  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  It  is  a  very  large  plant,  is  it  not  ? 

Mr.  Hill.  Yes. 

The  Chairman.  And  cost  several  million  dollars,  did  it  not  ? 

Mr.  Hill.  I  do  not  know  what  it  cost. 

The  Chairman.  Do  you  have  to  wash  the  ores  on  the  eastern  part 
of  the  Mesabi  Range  or  in  the  center  ? 

jSlr.  Hill.  I  do  not  know.  I  have  never  mined  any  ore,  and  I  do 
not  know. 

The  Chairman.  You  know  something,  I  presume,  of  the  large  mines 
on  that  range,  those  that  are  well  known,  generally,  the  famous  mines  ? 
You  are  acquainted  with  the  more  famous  of  those  mines  on  the 
Mesabi  Range,  are  you  not  ? 

Mr.  Hill.  I  know  some  of  them.  I  have  been  up  and  down  the 
range  two  or  three  times. 

The  Chairman.  Do  you  know  the  Spruce  mine  ? 

Mr.  Hill.  I  do  not. 

The  Chairmax.  That  is  a  mine  owned  by  the'  United  States  Steel 
■Corporation,  is  it  not  ? 

Mr.  Hill.  I  do  not  know  it. 

The  Chairman.  Do  you  know  anything  about  the  Sauntry  mine? 

Mr.  Hill.  Yes;  I  know  where  it  is  located. 

The  Chairman.  Where  is  it  located  ? 

Mr.  Hill.  It  is  located  near  the  village  of  Virginia. 
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The  Chairman.  This  Sauntry  mine  was  formerly  owned  by  the 
American  Steel  &  Wire  Co.,  was  it  not  ? 

Mr.  Hill.  It  was  bought  by  Gates,  Sellwood  &  Edenborn. 

The  Chairman.  About  what  is  the  estimated  tonnage,  60,000,000  ? 

Mr.  Hill.  I  should  think  it  would  be  estimated  at  somewhere  from 
forty  to  forty-five  million  tons. 

The  Chairman.  Do  you  know  when  Mr.  Gates  got  possession  of 
that- mine? 

Mr.  Hill.  I  remember  the  time,  but  I  could  not  give  the  date.  It 
was  a  good  many  years  ago. 

The  Chairman.  That  mine  was  acquired  in 

Mr.  Hill  (interposing).  In  1898,  I  think. 

The  Chairman.  I  thmk  it  was  later  than  that,  probabljr;  1899, 
I  think.  What  is  the  metallic  content  of  that  mine?  Is  it  high- 
grade  or  low-grade  ore  ? 

Mr.  Hill.  It  varies,  as  most  of  them  do;  I  suppose  there  is  some 
very  low-grade  ore  in  that  mine. 

The  Chairman.  Is  there  some  good  ore  ia  it  ? 

Mr.  Hill.  Yes;  I  think  they  shipped  ore. 

The  Chairman.  Is  it  a  Bessemer  or  non-Bessemer  ore  ? 

Mr.  Hill.  We  carried  ore  from  that  mine,  and  it  did  not  come  up 
to  the  specifications  of  sale.  I  do  not  remember  what  the  transaction 
was,  except  that  there  was  trouble,  and  that  they  stopped  shipping 
and  closed  -the  mine  and  said  that  the  ore  was  not  sufficiently  rdgh 
grade  to  fill  the  bfil. 

The  Chairman.  Do  you  know  whether  it  is  a  Bessemer  or  not  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  It  is  an  open  pit  mine,  is  it  ? 

Mr.  Hill.  Yes;  I  have  been  in  the  mine. 

The  Chairman.  It  is  already_  stripped  ? 

Mr.  Hill.  Only  a  portion  of  it. 

The  Chairman.  How  much  of  it  is  stripped  ? 

Mr.  Hill.  I  do  not  know.  Apparently  three  or  four  hundred  feet 
wide  and  a  quarter  of  a  mile  long. 

The  Chairman.  Do  you  know  whether  that  mine  is  operated  now 
or  not  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  Did  you  never  make  any  investigation  about  that  ? 

Mr.  Hill.  No,  sir. 

The  Chairman.  Do  you  know  what  they  paid  for  that  mme;  what 
royalty  Mr.  Gates  paid  for  that  mine  ? 

Mr.  Hill.  I  think  they  bought  the  fee.  _ 

The  Chairman.  Do  you  know  what  he  paid  for  it  ?  He  bought  it 
outright ;  that  is  right.  „      . 

Mr.  Hill.  I  think  so.  It  is  only  a  matter  of  recollection,  how- 
ever. .       ,  -n       . 

The  Chairman.  Did  he  not  buy  all  the  ore  m  that  magnificent 
mine,  an  open  pit  mine  with  a  railroad  running  down  into  it,  mmed 
with  a  steam  shovel .        .         r    ,  ,  • 

Mr.  Hill.  The  railroad  was  not  running  down  mto  it  at  that  time. 

The  Chairman.  Well,  it  was  a  very  small  distance  away;  it  was 
right  at  it,  practically  speaking;  and  he  bought  all  that  ore  for  a  cent 
a  ton,  did  he  not  ? 

Mr.  Hill.  No. 
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The  Chairman.  I  was  under  that  impression.  I  find  here  in  No.  1 
Herbert  Knox  Smith's  report: 

All  available  evidence  indicates  that  prices  of  ore  bought  in  fee  in  the  late  nineties 
seldom  amounted  to  more  than  a  few  cents  per  ton  on  the  estimated  tonnage  acquired. 

Mr.  Reed.  From  what  page  are  you  reading,  Mr.  Chairman  ? 

The  Chairman.  I  have  not  the  page.  It  is  under  that  ore-lease 
business.  As  I  read  you  will  catch  it.  You  can  look  it  up  under 
John  W.  Gates,  or  the  Sauntry  mine,  in  the  index,  or  under  the 
American  Steel  &  Wire  Co.     [Continues  reading:] 

As  one  instance,  it  may  be  noted — — 

Mr.  Gardner.  At  the  bottom  of  page  208,  in  the  last  paragraph, 
appears  that  statement: 

In  view  of  this  emphatic  statement,  and  in  view  of  the  preceding  evidence  that 
large  deposits  of  ore  were  purchased  in  fee  as  late  as  in  1899  and  1900  for  a  few  centa 
per  ton,    *    *    *. 

That  is  at  the  bottom  of  page  208,  the  last  paragraph. 
It  comes  in  in  two  places,  but  there  more  fully. 
The  Chairman  (continuing  reading) : 

As  one  instance,  it  may  be  noted  that  the  American  Steel  &  Wii'e  Co.  bought  the 
Sauntry  mine  in  1899  for  $700,000.  This  mine  was  estimated  at  the  time  to  contain 
anywhere  from  25,000,000  to  40,000,000  tons  of  ore.  On  the  lower  estimate  of  tonnage 
the  price  was  less  than  3  cents  per  ton  and  on  the  higher  basis  less  than  2  cents  per 
ton.  A  later  estimate,  based  on  expert  examination,  placed  the  tonnage  at  over 
80,000,000  tons,  which  would  indicate  a  price  of  less  than  1  cent  per  ton.  The  reported 
prices  paid  for  several  other  mines  transfeiTed  in  fee  in  1899  and  1900  likewise  average 
only  a  very  few  cents  per  ton  on  the  estimated  tonnage. 

The  following  significant  statement  from  a  formal  brief  filed  by  the  delegation 
from  St.  I^ouis  County  in  the  House  of  Representative  of  Minnesota  (the  great  bulk  of 
the  developed  iron-ore  deposits  in  Minnesota  being  in  St.  Louis  County)  as  late  aa 
1909  may  be  cited : 

"The  cheapest  sales  of  fee  ore  we  ever  knew  were  less  than  1  cent  per  ton;  the 
highest  we  ever  knev,'  were  for  15  cents  per  ton.  There  may  have  been  sales  at  a 
higher  price,  but  we  have  never  known  of  one,  and,  upon  inquiring,  learn  of  none." 

Further  along  the  Bureau  of  Corporations'  report  says: 

An  estimate  of  700,000  tons  for  the  total  ore  holding  of  the  Steel  Corporation  in  1901 
must  be  regarded  as  liberal.  Indeed,  the  corporation  in  its  estimate  of  1902  reckoned 
on  this  tonnage,  its  valuation  of  $700,000  being  at  the  rate  of  $1  per  ton.  It  has  since 
been  admitted  that  this  estimate  made  no  allowance  for  the  fact  that  a  large  part  of ' 
the  ore  was  simply  leased  and  not  owned  in  fee.  The  allowance  of  $1  per  ton  for  even 
the  fee  ore  was  unquestionably  extravagant. 

Supposing  that  all  ihe  ore  had  been  owned  in  fee  in  1901  (which  was  not  the  case), 
and  allowing  as  much  as  10  cents  per  ton  as  a  fair  average  value,  the  total  value  of  a 
deposit  of  700,000,000  tons  would  have  been  $70,000,000;  at  an  average  of  5  centa  per 
ton,  only  $35,000,000.  Adding  $9,000,000  to  cover  improvements  to  this  minmg 
property  in  1901,  this  being  approximately  the  book  investment  in  these  improve- 
ments (shafts,  stripping,  equipment,  buildings,  etc.),  the  indicated  valuation  of  the 
entire  property,  based  upon  such  fee  prices,  would  range  from  .$40,000,000  to  $79,000,- 
000.  Even  allowing  as  much  as  15  cents  per  ton  for  the  ore,  which  figure,  however,  is 
discredited  by  the  statement  of  the  mining  interests  above  quoted,  the  total  indicated 
value  of  the  property,  including  improvements,  would  be  only  $114,000,000.  How- 
ever, these  results  are  aU  on  the  assumption  that  all  the  ore  was  owned  in  fee,  whereas 
at  least  one-half  of  it  was  simply  leased. 

I  find  in  this  report,  and  I  quote  it  from  memory,  that  Mr.  Gates  and 
other  people,  in  speaking  of  the  great  value  of  the  Sauntry  mine, 
stated  It  was  worth  $3,000,000. 
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You  harve  had  experience  there;  do  you  know  whether  that  state- 
ment of  Mr.  Smith's  with  reference  to  this  Sauntry  mine  was  true  of 
iron  ores  at  that  time  on  this  range  ? 

Mr.  Hill.  I  could  not  testify  on  that  subject. 

I  started  to  read  that  report  once,  and  I  made  up  my  mind  that  it 
was  so  far  from  the  facts  that  I  did  not  complete  it ;  I  did  not  finish  it. 

Mr.  Keed.  I  might  call  the  attention  of  the  chairman  to  the  fact 
that  Mr.  Smith  estimates  the  tonnage  of  that  mine  on  page  27  of  his 
report  at  from  twenty-five  to  forty  rmlhons ;  and  on  page  28  at  eighty 
million,  and  on  page  92  at  from  twenty-five  to  seventy-five  millions. 

He  seems  shghtly  uncertain  as  to  just  how  much  ore  there  is  in  the 
mine. 

The  Chairman.  It  would  not  make  much  diiference 

Mr.  Eeed.  It  does  not  seem  to  make  any  difference  to  him,  Mr. 
Chairman. 

The  Chairman  (continuing).  As  far  as  estimating  the  value  to  be 
from  1  to  3  cents  a  ton  is  concerned. 

Mr.  Gardner.  I  am  interested  in  that ;  to  what  pages  do  you  refer. 
Mr.  Reed  ? 

_Mr.  Reed.  Pages  27,  28,  and  92.  I  think  there  are  some  more.  I 
win  look  for  them. 

Mr.  Gardner.  This  is  the  value  of  the  Sauntry  mine  that  you  are 
referring  to  ? 

Mr.  Reed.  The  tonnage  of  the  Sauntry  mine. 

Mr.  Bartlett.  You  refer,  now,  to  this  first  report  of  the  Commis- 
sioner of  Corporations  ? 

Mr.  Hill.  The  first  one  I  saw;  I  think  it  was  the  first  one.  I  have 
only  seen  one,  in  fact. 

Mr.  Bartlett.  Is  it  not  a  fact  that  the  Steel  Coi'poration  furnished 
to  the  agents  of  the  Government,  the  employees  of  the  Bureau  of 
Corporations,  all  the  assistance  in  their  power  to  give  them  this  in- 
formation ?  It  has  been  stated  here  by  the  officers  of  the  corpora- 
tion that  it  cost  them  large  sums  of  money,  and  I  do  not  doubt  it  did, 
to  aid  the  Government  in  getting  this  information. 

Mr.  Reed.  We  furnished  the  facts.  Judge  Bartlett;  not  the  con- 
clusions. 

Mr.  Bartlett.  I  understand  that;  I  said  the  information;  I  did 
not  say  the  conclusions. 

Mr.  Young.  You  probably  did  not  furnish  the  facts  as  to  the 
Gates  property,  did  you  ?     Oh,  you  had  acquired  that  at  the  time? 

Mr.  Reed.  We  got  that  mine  with  the  American  Steel  &  Wire  Co. 

Mr.  Young.  Yes;  I  know  you  did. 

Mr.  Reed.  But  I  do  not  believe  we  furnished  all  these  varying 
estimates  of  tonnage. 

The  Chairman.  How  did  you  happen  to  send  that  memorandum 
in  there  ?     Was  it  by  accident  or  design  ? 

Mr.  Gardner.  May  I  ask  a  question?  As  these  were  published, 
there  was  first  published  a  summary  which  was  a  pamphlet  about 
as  thick  as  that  [indicating]  which  was  merely  a  synopsis  of  part  1. 
Subsequently  that  synopsis  was  included  m  a  volume  of  that  thick- 
ness [indicating],  containing  the  material  on  which  the  synopsis  was 
made  out.  Do  you  recollect  whether  or  not  the  pamphlet  which  you 
started  to  read  was  about  that  thickness  ? 

Mr.  Hill.  I  never  saw  the  larger  one. 
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Mr.  Gaednee.  As  to  the  inaccuracies  which  you  observed,  were 
they  with  reference  to  these  ore  leases  or  were  they  in  reference  to 
the  whole  subject  ? 

Mr.  Hill.  I  did  not  read  it  with  the  greatest  care.  I  started  to 
read  it,  and  I  concluded  from  what  I  knew,  from  my  own  knowledge 
of  the  situation,  that  it  was  not  worth  reading;  and  I  dropped  it. 

Mr.  Baetlett.  It  did  not  accord  with  your  loiowledge  of  the  facts  ? 

Mr.  Hill.  It  did  not  accord  with  my  knowledge  of  the  facts. 

Mr.  Gaednee.  Mr.  Chairman,  this  is  immensely  important,  as  you 
know.  The  whole  thing,  or  very  largely,  hinges  on  this  question;  and 
if  this  witness  is  to  be  here  more  than  a  day  or  two,  and  has  the  time, 
I,  for  one,  would  like  very  much  if  he  could  give  us  his  ideas  of  the 
inaccuracies  which  he  finds,  because  this  is  a  pamphlet  which  appears 
to  be  logical  and  founded  on  information. 

Hr.  Hill.  I  can  state  some  of  the  impressions,  for  instance 

Mr.  Gaednee  (interposing).  I  did  not  mean  at  the  present  moment, 
Mr.  HiU.  I  did  not  want  to  interrupt  the  chairman  to  go  into  that 
matter  at  this  time. 

Mr.  Hill.  But  I  might  clear  the  point  a  little. 

If  I  recollect  what  I  read,  the  value  is  attempted  to  be  set  at  the 
price  of  10,  12,  or  15  years  ago.  To  go  back  a  little  further,  I  sup- 
pose that  land  was  bought  from  the  Indians  for  a  few  cents  an  acre. 

Mr.  Gaednee.  Quite  so. 

Mr.  Bartlett.  Possibly  for  a  gallon  of  whisky  and  a  red  handker- 
chief, or  something  like  that. 

Mr.  Hill.  And  there  was  a  time  when  the  entire  range  could  have 
been  controlled  for  very  little.  Possibly  when  it  was  bought  for  tim- 
ber it  did  not  cost  a  million  dollars. 

Mr.  Gaednee.  We  quite  understand  that,  Mr.  Hill.'  Acreage  on 
the  St.  Johns  River,  Fla.,  was  worth  nothing  a  few  years  ago.  Now 
it  is  worth  a  thousand  dollars. 

Mr.  Hill.  The  figures  based  on  what  the  property  was  transferred 
for  15  years  ago  would  be  no  criterion  for  establishing  its  value  to-day. 
Fifteen  years  ago,  if  I  remember  right,  Mr.  Smith  had  the  rate  fixed 
by  the  Legislature  of  the  State  of  Minnesota — the  minimum  rate  of 
25  cents. 

Mr.  Gaednee.  But  there  is  infinitely  more  than  that  in  the  report, 
Mr.  Hill. 

Mr.  Hill.  I  only  mentioned  that  as  one  reason  why,  if  the  State  of 
Minnesota  was  making  these  leases  at  not  less  than  25  cents,  it  would 
be  very  difficult  to  estabhsh  as  a  fact  that  the  ore  was  only  worth  2  or 
3  or  5  cents. 

The  Chairman.  Right  at  that  point,  if  you  will  permit  me,  Mr. 
Gardner — I  do  not  want  to  interrupt  you,  but  I  want  to  get  this 
definite. 

Something  has  been  said  about  the  Indians,  and  one  thing  and 
another.  Do  you  know  of  any  mine  or  any  ore  on  the  Mesabi  Range 
which  was  ever  leased  by  anybody,  ore  containing  59  per  cent  of  iron 
content,  for  over  40  cents  a  ton  ?  If  you  know  these  things  are  inac- 
curate, you  know  about  what  ores  were  leasing  for;  otherwise  you 
could  not  know  that  Mr.  Herbert  Knox  Smith  was  not  setting  out  the 
truth.     Now,  tell  us. 

!Mr.  Hill.  I  know  what  people  have  told  me. 

The  Chairman.  Wliat  did  they  teU  you  ? 
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Mr.  Hill.  That  they  paid  as  high  as  65  cents  and  75  cents. 

-  The  Chairman.  Prior  to  the  time  of  this  lease  to  the  Steel  Corpora- 
tion? 

Mr.  Hill.  No  ;  I  would  not  say  it  was  prior  to  that,  but  it  was  some 
time  ago. 

The  Chairman.  You  can  buy  a  loaf  of  bread  in  this  town  now  for 
5  cents;  but  if  I  should  buy  99  per  cent  of  all  the  bread  in  this  town, 
you  would  have  some  difficulty  in  getting  the  other  1  per  cent  for  5 
cents  a  loaf.  Since  that  lease  was  made  there  is  no  telling  what  ores 
would  lease  for  if  anybody  had  any  to  lease. 

Mr.  Young.  I^et  me  interject  an  incident.  You  have  been  refer- 
riag  to  the  Mesabi  Range,  but  on  the  Vermillion  Eange  some  gen- 
tlemen with  whom  I  was  associated  and  myself,  many  years  before 
the  date  of  this  Hill  lease,  leased  the  Zenith  mine  on  the  Vermillion 
at  50  cents  a  ton;  in  the  early  eighties.  Some  gentlemen  with  whom 
I  was  associated  and  myself  leased  a  very  low  grade  ore  on  the  Mar- 
quette Eange  at  50  cents  a  ton,  and  just  the  other  day  I  ran  across 
the  old  option  under  which  I  got  that.  I  have  it  ia  my  possession. 
These  prices  vary  with  the  condition  of  the  iron  and  steel  industry. 

The  Chairman.  But  is  it  not  quite  true  that  the  Vermillion  Range 
is  practically  owned,  with  the  exception  of  one  or  two  forties,  that 
are  owned  by  Leonidas  Merritt  and  St.  Clair,  I  believe  his  name  is, 
and  one  or  two  others;  that  99  per  cent  of  all  the  ores  on  the  Ver- 
million Range  are  to-day  owned  or  leased  by  the  United  States 
Steel  Corporation  ? 

Mr.  Young.  No.  Section  30  is  quite  a  mine,  but  a  very  large 
proportion  of  it  at  the  time  of  which  I  am  speaking  was  long  before 
the  Steel  Corporation  was  organized  at  all. 

The  Chairman.  Is  not  that  true,  that  the  Vermillion  ores,  the  old 
ores,  as  they  are  called,  are  not  only  higher  in  iron  content,  but  that 
they  are  of  a  difrerent  texture,  and  that  they  are  absolutely  neces- 
sary in  these  blast  furnaces  to  be  mixed  with  the  finer  Misabi  ores, 
to  prevent  these  explosions  and  one  thing  and  another;  like  Nor- 
wegian iron,  their  peculiar  quality  puts  them  in  a  class  by  themselves  ? 

Mr.  Young.  Oh,  no.  The  time  once  was  when  the  furnace  men 
did  not  know  how  to  use  Mesabi  ores  alone;  and  when  they  came  into 
the  market  they  could  only  use  15  or  20  per  cent  in  the  furnace 
successfully.  Now,  however,  they  are  making  steel  with  nothing 
but  Mesabi  ores. 

Mr.  Hill.  Yes;  that  is  right. 

Mr.  Young.  That  has  been  the  condition  for  a  long  time.  They 
do  mix  them. 

The  Chairman.  Because  they  can  not  get  the  old  range  ore. 

Mr.  Gardner.  I  did  not  intend,  Mr.  Chairman,  to  be  the  means 
of  starting  all  this  digression;  but  if  you  will  pardon  me  for  a  moment, 
I  want  to  ask  this: 

On  the  assuinption  that  Mr.  Hill  will  be  here  again,  I  think  it 
would  be  very  helpful  to  the  committee  if  he  would  read  that  report 
carefully  through;  it  is  a  most  important  thing  for  us  to  get  at  the 
truth  of  it;  perhaps  it  is  the  most  important  in  the  whole  realm  of 
our  discussion. 

Mr.  Hill.  As  far  as  the  facts  are  concerned,  I  have  no  reason  to 
believe  that  he  did  not  state  the  facts;  but  his  conclusions  were  so 
far  from  my  knowledge  of  the  conditions  that  I  did  not  care  to  read  it. 
17042— No.  49—12 % 
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Mr.  Gaedneb.  Permit  me  to  mention  this:  He  is  trying  to  show 
two  different  things  in  that  synopsis  in  regard  to  the  ore  situation. 
One  is  the  value  of  ores  in  1901,  when  the  Steel  Corporation  was 
formed,  with  a  view  to  ascertaining  whether  or  not  there  was  water 
in  the  stock  in  the  valuation.  That  is  one  of  the  objects  which  he 
is  trying  to  show.  The  other  is :  He  is  trying  to  ascertain  the  value 
of  ores  at  the  time  of  the  Hill  lease.  Those  are  two  entirely  separate 
and  distinct  propositions. 

I  think,  bearing  those  facts  in  mind,  and  what  he  is  trying  to  show, 
taking  the  three  different  methods  by  which  he  tries  to  show  it. 
First,  the  prices  paid  by  constituent  companies  prior  to  the  forma- 
tion of  the  Steel  Corporation;  second,  prices  paid  by  the  Steel  Cor- 
poration itself  subsequent  to  that  formation;  and  third,  an  estimate 
of  value  based  on  royalties  and  bonuses,  you  wUl  see  that  it  is  quite 
a  remarkable  analysis. 

I  do  not  know  a  thing  about  your  business,  but  I  consider  that  a 
remarkable  analysis.  I  started  in  without  fully  grasping  what  he  was 
trying  to  show,  and  somewhat  prejudiced  against  book  learning,  and 
investigations  by  persons  who  did  not  know  the  business,  and  I  came 
out,  after  reading  that,  with  a  decided  respect  for  the  synopsis.  I 
womd  ask  you  to  read  that  thoroughly  before  you  leave  here,  if  you 
can,  and  then  discuss  it  with  us  and  show  us  wherein  it  is  wrong, 
bearing  those  two  things  in  mind — ^first,  that  he  is  trying 

Mr.  Hill.  To  begin  with,  I  am  not  an  expert,  and  I  have  not  the 
time.  I  could  satisfy  myself  and  I  might  not  be  able  to  satisfy  the 
committee.     There  are  experts  who  can  give  that  information. 

Mr.  Young.  You  know  the  mining  men  who  have  developed  the 
Mesabi  Range,  do  you  not  ? 

Mr.  Hill.  I  do. 

Mr.  Young.  What  would  you  say  to  these  as  the  most  representa- 
tive, having  the  most  knowledge  of  the  mining  industry  in  Mmnesota, 
from  the  beginning 

Mr.  Hill.  Who  would  be  ? 

Mr.  Young.  I  was  going  to  name  them. 

Mr.  Hill.  I  beg  your  pardon. 

Mr.  Young.  Starting  with  G.  H.  Bacon,  Joseph  Sell  wood,  W.  J. 
Olcott,  T.  F.  Cole.  Do  you  think  there  are  any  men  who  know  any 
more  about  the  ore  business  on  the  Mesabi  Range  than  those  four 
gentlemen  ? 

Mr.  Hill.  I  would  take  Joe  Sellwood's  and  Tom  Cole's  state- 
ments in  preference  to  any  other  men  I  know;  and  Capt.  Harry 
Roberts — I  do  not  know  whether  he  is  alive  yet  or  not ;  1  have  not 
seen  him  for  two  or  three  years.  He  is  another  good  man.  They 
have  all  given  their  Uves,  or  30  or  40  years  of  their  time,  on  the 
north  and  south  shore,  and  are  familiar  with  it,  because  it  was  their 
business.     They  did  nothing  else. 

Mr.  Young.  I  think  if  it  is  worth  going  to  the  bottom  of  that 
matter,  we  should  get  men  who  reaUy  worked  on  the  ranges. 

Mr.  Hill.  Their  information  would  be  as  nearly  accurate  as  any 
human  information  you  could  get;  much  more  so  than  mine,  because, 
although  I  have  been  on  the  range  three  or  four  times,  I  am  not  a 
miner,  or  a  geologist. 

The  Chaieman.  Do  you  know,  Mr.  Hill,  about  the  Vermillion 
Range,  and  who  owns  the  mines  up  there  ?    Do  you  know  whether 
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there  is  anybody  except  the  Steel  Corporation  who  ovms  any  ore 
up  there  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  Are  you  acquainted  with  the  large  mine  known 
as  the  Monroe-Tener  mine  ? 

Mr.  Hill.  I  know  a  mine  called  the  Monroe. 

The  Chairman.  That  is  the  same  mine. 

Mr.  Hill.  I  know  there  is  such  a  mine. 

The  Chairman.  Who  owns  it  ? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Ha,s  the  Steel  Corporation  got  control  of  it?  Is 
that  your  understanding  ? 

Mr.  Hill.  I  think  the  fee  of  that  was  leased  to  Corrigan,  McKinney 
&  Co.  by  whoever  owned  it.  I  think  Corrigan,  McKinney  &  Co. 
either  owned  it  or  have  sold  the  lease  to  the  steel  company. 

The  Chairman.  In  this  report  of  the  iron-ore  miues  in  St.  Louis 
County,  Minn.,  issued  by  the  auditor's  office,  it  gives  the  operating 
conapany  as  the  Oliver  Iron  Mining  Co.  and  the  Monroe-Tener  mine. 

Mr.  Hill.  I  am  not  very  familiar  with  that. 

The  Chairman.  To  go  back  to  this  other  mine — the  Sauntry  mine — 
what  is  the  depth  to  which  the  earth  has  been  stripped?  Do  you 
know  the  depth  of  the  stripping? 

Mr.  Hill.  I  do  not  know;  but  from  my  recoUection  of  the  surface, 
I  think  it  would  vary 

The  Chairman.  About  70  or  80  feet  ? 

Mr.  Hill.  No ;  I  should  not  think  it  would  be  as  deep  as  that. 
Probably  25  to  40  feet.     It  might  be  more. 

The  Chairman.  The  Monroe  mine  is  an  open-pit  mine? 

Mr.  Hill.  Yes;  I  think  that  is  an  open-pit  mine.  I  am  not 
f  amUiar  with  many  of  these  mines  ? 

The  Chairman.  What  is  the  depth  below  the  surface  there  ? 

Mr.  Hill.  I  have  not  the  remotest  idea. 

The  Cbcaibman.  How  many  tons,  approximately,  are  there  in  that 
mine? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  It  is  over  forty  or  fifty  million  tons,  is  it  not  ? 

Mr.  Hill.  I  should  think  that  would  be  an  overestimate. 

The  Chairman.  Thirty-five  or  forty  million  tons  ? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  That  mine  is  adjacent  to  and  tapped  by  what  road  ? 
Do  you  know  what  roads  have  tracks  running  into  the  Monroe  mine  ? 

Mr.  Hill.  I  think  the  Great  Northern,  and  maybe  the  steel  com- 
pany. 

Mr.  Keed.  The  Duluth,  Missabe  &  Northern  has  tracks  to  that 
mine,  and  the  Great  Northern. 

The  Chairman.  Two  roads  run  into  that  mine.  Do  you  know  the 
character  of  the  ore  in  that  mine  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  Do  you  know  the  Norrie  or  Norris  mine,  a  famous 
mine  in  that  region  ?    Do  you  know  anything  about  that  ? 

Mr.  Young.  You  say  the  Norris  mine  ? 

The  Chairman.  Yes. 

Mr.  Hill.  There  is  a  Norrie  mine  down  on  the  south  shore  of  Lake 
Superior,  down  in  Wisconsin.    Isn't  that  right  ? 
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Mr.  Young.  The  Nome  is  in  Michigan. 

Mr.  Reed.  On  the  Gogebic  Range. 

The  Chairman.  Yes.  So  many  of  these  Frenchmen  do  not  sound 
the  "s."     But  I  know  this  Norris  mine 

Mr.  Young.  There  is  no  "s"  in  this  Norrie  mine.  It  is  spelled 
N-o-r-r-i-e. 

The  Chairman.  This  one  I  am  speaking  about  has  an  "s"  on  it. 

Mr.  YouxG.  This  Norrie  is  a  down-east  Yankee. 

The  Chaiejian.  I  am  not  after  the  Michigan  mines  now. 

Mr.  Young.  And  it  is  a  good  one. 

The  Chairman.  Do  you  kuow  the  depth  to  which  it  is  necessary  to 
strip  the  Norris  mine  ? 

Mr.  Hill.  I  do  not  know  anything  about  it.  I  did  not  know  there 
was  such  a  mine. 

The  Chairman.  You  are  acquainted  with  the  Hull-Rust  mine,  of 
course  ? 

Mr.  Hill.  I  have  seen  it.     It  is  right  alongside  the  Mahoning. 

The  Chairman.  Is  it  stripped  now? 

Mr.  Hill.  Oh,  they  are  mining  in  a  large  way  there.  I  saw  it 
within  a  year. 

The  Chairman.  To  what  extent  is  that  mine  stripped;  how  many 
acres  ? 

Mr.  Hill.  I  have  no  idea.     It  is  quite  large. 

The  Chairman.  There  are  over  a  hundred  acres  stripped  there,  are 
there  not  ? 

Mr.  Hill.  I  should  say  not. 

The  Chairman.  Are  there  not  at  least  340  stripped  there  entirely? 

Mr.  Hill.  I  can  only  state  from  recollection  and  the  impression 
that  I  got  looking  at  it.  I  should  say  that  probably  50  or  60  acres 
were  stripped. 

The  Chairman.  To  what  depth  is  it  necessary  to  do  that  stripping  ? 

j\ir.  Hill.  I  do  not  know. 

The  (yHAiRMAN.  Seventy  feet  ? 

Mr.  Hill.  The  overburden,  you  mean,  is  70  feet  ? 

The  Chairman.  Yes. 

Mr.  Hill.  No;  I  should  not  think  it  was. 

The  Chairman.  What  road  taps  this  Hull-Rust  mine  ? 

Mr.  Hill.  The  Duluth,  Missabe  &  Northern. 

The  Ciiairjlvn.  The  tracks  are  laid  in  that  mine,  are  they  not  ? 

Mr.  Hill.  I  think  so. 

The  Chairman.  Do  you  know  to  what  extent  this  mine  is  owned 
by  the  United  States  Steel  Corporation  ?     It  has  the  lease,  has  it  not  ? 

ilr.  Hill.  I  do  not  know. 

^Ir.  Reed.  That  is  so. 

The  Chairman.  The  Steel  Corporation  also  owns  a  one-eighth 
interest  in  the  adjacent  mine,  the  Mahoning? 

^Ir.  Reed.  My  information  is  it  owns  the  one-fifth  interest. 

The  Chairman.  AMiich  it  acquired  through  the  Sharon  Iron  & 
Steel  Co.  ? 

Mr.  Reed.  I  think  so. 

The  Chairman.  Do  you  know  whether  that  mine  has  been  oper- 
ated since  the  Hill  ore  lease  was  consummated,  to  any  extent  ? 

Mr.  Hill.  I  think  it  was  opened  since  the  lease. 

The  Chairman.  How  about  the  Hull-Rust  ? 
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Mr.  Hill.  I  remember  when  the  Hull-Rust  was  covered  with 
stumps  and  trees. 

The  Chairman.  Is  it  not  true  that  you  can  easily  produce  out  of 
this  mine  5,000,000  tons  a  season,  and  that  the  maximum  tonnage 
produced  from  that  mine  since  this  lease  does  not  exceed  half  a  million 
tons  ?     Is  it  not  true  that  the  mine  is  practically  abandoned  now  ? 

Mr.  Young.  The  Hull-Rust? 

The  Chairman.  Yes,  sir.  I  have  been  on  it,  and  I  know  what  I  am 
talking  about. 

Mr.  Young.  I  am  not  denying  that.     I  am  asking  for  information. 

Mr.  Hill.  You  say  that  the  Hull-Rust  is  abandoned  ? 

The  Chairman.  Yes;  practically  not  used.  Now  and  then  you 
see  a  stray  engine  in  there. 

Mr.  Hill.  The  last  time  I  was  there,  which  was,  I  should  say,  some 
time  in  August  or  September,  it  was  a  very  active  and  busy  place. 

The  Chairman.  Do  you  know  the  amount  of  ore  they  are  taking 
out  of  that  mine  ? 

Mr.  Hill.  No. 

The  Chairman.  Do  you  know  the  number  of  tracks  that  are  laid 
there  ? 

Mr.  Hill.  No,  sir. 

The  Chairman.  Are  they  not  running  circular  tracks,  concentrate 
tracks,  something  like  50  miles  of  track  in  those  2  mines,  the  Mahon- 
ing and  the  Hull-Rust  ? 

Mr.  Hill.  I  should  say  there  might  be  5  mUes. 

The  Chairman.  Five  mUes,  then.  Is  it  not  3  mUes  around  that 
mine,  Mr.  Hill  ? 

Mr.  Hill.  I  think  that  is  an  oval  shape. 

The  Chairman.  Yes. 

Mr.  Hill.  Probably  it  is  three-quarters  of  a  mile  by  half  a  mile. 

Mr.  Young.  I  have  here  the  iron  ore  manual,  by  Rukard  Hurd, 
the  secretary  of  the  Tax  Commission  of  Minnesota. 

He  states  here,  on  page  48,  that  the  shipments  from  Hull-Rust  in 
1910  were  3,189,975  tons;  that  the  prior  shipments  were  12,390,506. 

The  Chairman.  What  year  is  that  that  you  are  giving  me  ? 

Mr.  Young.  I  gave  you  the  figures  for  1910,  and  then  the  prior 
tonnage.  And  he  says  the  total  shipments  to  date  have  been 
15,580,481. 

Mr.  Reed.  That  is  a  good  deal  to  come  out  on  a  stray  engiae. 

Mr.  Young.  That  is  up  to  the  beginning  of  1911. 

The  Chairman.  Now  give  it  to  me  for  1911. 

Mr.  Young.  It  is  not  here. 

The  Chairman.  That  is  what  I  am  talking  about.  I  was  up  there, 
and  I  went  through  that  mme,  and  the  people  in  the  town  talked, 
about  it,  and  there  was  very  httle  work  gomg  on.  I  am  speakmg 
about  what  I  saw. 

Mr.  Reed.  At  what  season  was  the  chairman  there  ? 

The  Chairman.  In  August.  But  I  shall  have  other  evidence  on 
that.     I  do  not  want  to  testify  in  the  case. 

Mr.  Young.  It  is  not  the  only  mill  that  has  been  idle  the  last  12 
months. 

Mr.  Hill.  No.  t    i      •     o 

The  Chairman.  Do  you  know  about  the  Lone  Jack  mine  i 

Mr.  Hill.  I  do  not. 
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The  Chairman.  Do  you  know  about  its  tonnage,  approximately? 

Mr.  HrLL.  I  do  not  mow. 

The  Chairman.  Do  you  know  whether  it  is  an  open-pit  mine  or  not  ? 

Mr.  Hill.  I  do  not  know  even  that  I  ever  heard  the  name  applied 
to  a  mine  until  you  have  mentioned  it.     It  is  entirely  new  to  me. 

The  Chairman.  Do  you  know  about  the  Ohio  mine  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  Do  you  know  about  the  Adams  mine  ? 

Mr.  Hill.  Yes.     I  think  there  are  two  Adams  mines. 

The  Chairman.  That  is  right.  What  is  the  tonnage  of  those 
mines? 

Mr.  Hill.  I  do  not  know.  The  one  further  west  I  do  not  think 
has  been  opened. 

The  Chairman.  Is  not  that  an  open-pit  mine? 

Mr.  Hill.  It  would  be  if  it  was  stripped. 

The  Chairman.  Is  not  the  Adams  mine  stripped  ? 

Mr.  Hill.  The  old  Adams  mine  on  the  east  end  of  the  range,  I 
think,  is  reasonably  near  exhausted.  That  is  the  impression  I  have. 
I  have  no  actual  knowledge. 

The  Chairman.  It  has  snaft  connections,  too,  has  it  not  ? 

Mr.  Hill.  I  do  not  know. 

The  Chairman.  Do  you  know  about  the  Hartley  mine  ? 

Mr.  Hill.  I  do  not. 

The  Chairman.  The  United  States  Steel  Corporation  appears  to 
have  had  some  700,000  tons  of  ore 

Mr.  Reed.  Seven  hundred  mUUon,  you  mean,  Mr.  Chairman? 

The  Chairman.  Seven  hundred  million  tons  of  ore  reached  by 
them,  upon  which  these  various  mines  were  operated,  to  which  these 
roads  ran. 

I  believe  you  have  stated,  Mr.  HiU,  that  at  the  time  you  made 
this  lease  none  of  your  mines  were  developed  or,  with  the  one  excep- 
tion, on  your  properties.     Do  I  recall  correctly  ? 

Mr.  Hill.  I  testified  that  the  Mahoning  and  the  Stephenson  were 
in  operation  at  the  time  the  lease  was  made,  and  the  Leonard. 

The  Chairman.  But  the  Mahoning  and  Stephenson  mines  were 
not  leased  to  the  United  States  Steel  Corporation  ? 

Mr.  Hill.  That  is  right. 

The  Chairman.  The  Leonard  was  the  only  mine  which  you  leased 
to  the  Steel  Corporation  which  could  be  operated  at  the  time  you 
leased  it  ? 

Mr.  Hill.  Yes.    That  is,  it  was  ready  to  ship. 

The  Chairjian,  When  you  leased  your  properties  before  they 
could  reach  these  ores,  they  had  them  to  develop,  did  they  not  ? 

Mr.  Hill.  Yes. 

The  Chairman.  They  have  developed  certain  mines  on  your  prop- 
erty since  this  lease  was  made  ? 

Mr.  Hill.  Yes. 

The  Chairman.  Have  they  developed  the  Marble  mine? 

Mr.  Hill.  I  do  not  recall. 
.  The  Chairman.  Do  you  know  whether  they  have  developed  the 
mines  that  you  leased  from  the  State;  the  HUl  State  mines? 

Mr.  Hill.  I  do  not. 

The  Chairman.  Kiiown  as  the  Hill  State  lease  ? 
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Mr.  Hill.  I  do  not  know.  I  do  not  even  know  what  that  refers 
to,  by  that  name. 

The  Chairman.  You  know  your  State  leases  ? 

Mr.  Hill.  There  are  more  than  one. 

The  Chaieman.  Have  you  ever  been  there  to  see  whether  they 
have  developed  this  mme  or  not  ? 

Mr.  Hill.  I  know,  yes,  that  withm  a  year  and  a  half  I  was  on 
one  of  the  State  lease  properties,  and  they  had  not  developed  it.  I 
do  not  think  they  have  since.     The  stripping  on  that  is  quite  heavy. 

The  Chairman.  On  which  one  is  that  t 

Mr.  Hill.  On  a  State  lease.     I  do  not  know  that  it  has  a  name. 

The  Chairman.  What  is  the  depth  of  that  stripping  ? 

Mr.  Hill.  I  think  it  varies  from  65  to  90  feet. 

The  Chairman.  How  many  acres  have  been  stripped? 

Mr.  Hill.  I  do  not  knpw  of  any. 

The  Chairman.  Who  did  that  stripping  ? 

Mr.  Hill.  If  there  has  not  been  any  stripped 

The  Chairman.  I  thought  you  said  there  had  been  considerable 
stripping  ? 

Mr.  Hill.  No,  sir;  I  said  there  had  not  been. 

The  Chairman.  Do  you  know  about  the  Dale  'Uno  mine  ?  That 
is  on  your  properties,  is  it  not  ? 

Mr.  Hill.  Yes;  I  know  that  mine. 

The  Chairman.  How  much  have  they  stripped  there  ? 

Mr.  Hill.  I  think  they  are  mining  there. 

The  Chairman.  Do  you  know  how  much  they  have  stripped  ? 

Mr.  Hill.  No. 

The  Chairman.  Have  they  not  stripped  over  50  acres  ? 

Mr.  Hill.  I  do  not  know.     I  should  not  think  so. 

The  Chairman.  Do  you  know  whether  that  stripping  was  a  suc- 
cessful proposition  or  not  ? 

Mr.  Hill.  What  is  that  ? 

The  Chairman.  Do  you  know  whether  it  was  successful;  whether 
it  was  a  dead  loss  to  the  Steel  Corporation  or  whether  they  got  ore 
after  they  did  the  stripping  ? 

Mr.  Hill.  I  think  the  Dale  'Uno  is  one  of  their  active  mines. 

The  Chairman.  Is  it  not  true  that  that  mine  is  a  Httle  narrow 
strip  of  ore,  in  which  the  drilled  holes  happened  to  find  the  ore,  and 
they  found  that  it  was  only  a  ditch  full  of  ore,  instead  of  ore  bottom  ? 

Mr.  Hill.  I  do  not  know.  I  have  never  been  on  the  Dale  'Uno. 
I  have  never  seen  it,  that  I  know  of. 

The  Chairman.  Here  is  something  that  puzzles  me,  and  I  want  you 
to  help  me  out  about  it  if  you  will. 

Mr.  Hill.  If  I  can,  I  shall  be  glad  to  do  so. 

The  Chairman.  Here  was  the  Steel  Corporation  with  two  railroads, 
the  Duluth,  Missabe  &  Northern,  reaching  the  Vermilion  Range, 
where  it  practically  owned  all  that  ore,  very  high  grade  ore  ? 

Mr.  Reed.  You  mean  the  Duluth  &  Iron  Range,  do  you  not,  Mr. 
Chairman  ? 

The  Chairman.  Yes;  the  Duluth  &  Iron  Range. 

They  had  an  operation,  as  I  understand,  on  the  Mesabi  Range  and 
reached  by  one  or  two  railroads,  the  most  magnificent  freight  system^ 
perhaps — outside  of  the  Great  Northern — in  the  West;  they  had  the 
Hartley  mine,  the  Lone  Jack  mine,  the  Ohio  mine,  the  Adams  mine. 
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the  Hull-Rust  mine,  the  Burton  mine,  the  Fayal  mine,  the  Sharon 
mine,  the  Monroe-Tener  mine,  the  Xorris,  the  Spruce,  the  Sauntry, 
all  open-pit  propositions,  I  understand,  with  earth  for  a  depth  of 
from  150  to  200  feet,  the  overburden  remzoved,  nothing  to  do  but  to 
go  dov/n  there  with  steam  shovels  and  get  this  ore  and  dump  it  into  a 
car  and  skid  it  downhill  to  the  lake,  at  a  small  cost.  Why,  at  that 
time,  did  this  corperation  lease  from  you  ores  under  the  ground, 
undrilled,  when  they  had  to  prospect  first  to  find  out  if  there  was 
any  ore  and  then  remove  this  overburden,  and  then  pay  you  $1.65 
a  ton?  Can  you  tell  me  why  that  was  done,  as  a  business  propo- 
sition ? 

Mr.  Hill.  They  could  tell  you  why  it  was  done  better  than  I 
could. 

The  CHAiKMAisr.  They  do  not  throw  any  light  on  it.  It  is  the  one 
tantalizing  enigma  to  me,  in  this  whole  proposition. 

Mr.  Reed.  I  do  not  remember  that  you  have  asked  anybody  to 
explain  that,  Mr.  Chairman. 

The  Chairman.  Will  you  ? 

Mr.  Reed.  I  am  not  a  witness. 

Mr.  Hill.  They  have  very  large  plants.  Iron  ore  is  not  like  corn 
or  potatoes.  You  can  not  plant  it  and  grow  it.  It  is  hmited,  and 
becoming -more  and  more  limited  every  year. 

There  are  estimates  of  iron  ore  scattered  in  the  Rocky  Mountains. 
Government  experts  have  told  me  how  much  there  is  in  Montana  and 
how  valuable.  I  asked  them  how  they  were  of  value,  and  how  much 
they  would  aggregate,  and  their  answer  was;  "Oh,  fifteen  or  twenty 
million  tons."  I  asked,  "Where?"  and  he  pointed  out  500,000  tons 
here  and  1,000,000  there,  and  3,000,000  tons  in  another  place. 

Three  million  tons  would  not  justify  anybody  in  building  a  modern 
furnace,  because  it  would  not  run  the  furnace  over  six  years,  and  you 
could  not  spend  seven  or  eight  hundred  thousand  dollars  for  a  furnace 
and  throw  it  away  at  the  end  of  six  years  because  there  was  not  any^^ 
thing  to  put  through  it. 

The  Chairman.  Could  you  not  buy  ores  ?  Is  not  anybody  selling 
ores  these  days  ?  Are  there  not  any  ores  on  the  market  ?  Can  you 
not  buy  ores  as  you  can  corn,  in  the  market  ? 

Mr.  Hill.  You  have  to  find  it,  first. 

The  Chairman.  Are  there  not  people  who  make  a  business  of  sell- 
ing ores? 

Mr.  Hill.  Where  do  they  get  it  ? 

The  Chairman.  That  is  what  I  want  to  know.     Is  it  all  preempted  ? 

Mr.  Hill.  All  the  ore  ? 

The  Chairman.  Yes;   all  the  available  ore. 

Mr.  Hill.  All  the  available  ore  on  the  North  Ainerican  continent 
that  I  know  of,  the  large  deposits,  and  practically  the  small  ones,  are 
owned  b}-  people. 

The  first  thing  I  did  after  buying  the  Wright  &  Davis  property 
was  to  employ  mining  engineers  to  commence  at  Vermillion  (McKen- 
zie  and  Dickman,  of  Chicago,  III.)  and  take  eight  townships  west; 
that  would  be  48  miles;  and  explore  by  forties  from  there  to  the 
international  boundary  line.  It  was  a  summer's  work  with  a  staff  of 
men,  and  I  paid  them  for  it. 

They  did  not  find  any  ore  anywhere  between  the  international 
boundarj'-  and  that  line  of  townships  as  far  south  as  the  Vermillion. 
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There  is  east  of  the  VermilHon  quite  a  large  amount  of  ore,  and  I 
think  it  could  be  got  for  a  very  low  price,  but  it  is  titanic  and  you  can 
not  use  it. 

The  Chairman.  Mr.  Schwab  made  a  statement  here  that  startled 
me,  and  your  statement  corroborates  that  of  Mr.  Schwab — in  my 
opinion  a  great  genius  in  the  iron  business. 

In  testifying  m  New  York  he  said  that  it  would  be  useless  to-day 
for  any  man  to  start  in  the  iron  business  unless  he  had  the  ore  reserves, 
for  the  reason  that  there  were  not  now  ia  this  country  any  available 
ore  reserves  not  preempted  by  some  steel  manufacturing  concern ;  that 
the  available  ores  of  this  country  were  held  by  the  large  concerns,  well 
established  in  business,  the  practice  of  buying  ore  reserves  by  one 
concern  having  necessitated  that  practice  by  another  concern  until  it 
became  a  matter  of  self-defense,  in  a  way,  and  of  necessity  to  their 
own  perpetuity;  and  that  aU  the  available  ores,  Hke  the  ores  on  the 
Mesabi  Kange,  the  high-grade  ores  capable  of  easy  transportation, 
were  now  held  by  some  one  of  the  great  steel  companies;  and  you 
seem  to  entirely  agree  with  him. 

Mr.  Hill.  I  think  all  the  available  ores  that  I  know  anything 
about — that  is,  quantities  that  are  really  worth  whUe,  quantities  that 
are  large  enough  to  justify  opening  a  furnace — for  instance,  in  Mon- 
tana, when  I  asked  the  Government  ofRcer  about  his  fifteen  or  twenty 
million  tons,  as  to  where  it  was,  he  said  it  was  a  million  here  and  two 
or  three  million  there,  and  so  on 

The  Chairman.  I  understand.  It  was  so  scattered  that  it  would 
not  pay  you  to  go  out  and  hunt  it,  and  you  could  not  transport  it  ? 

Mr.  Hill  (continuing).  He  said,  "Put  your  furnace  at  a  central 
point,  and  bring  your  ore  to  it."  I  asked  him  who  would  build  the 
railroad?  He  thought  somebodj'-  would  build  the  railroad.  And  it 
was  in  a  country  that  did  not  produce  even  jack  rabbits.     [Laughter.] 

What  would  be  there  for  the  railroad  ?  Hailroads  are  getting  wise 
in  these  days.     They  are  not  so  keen  to  build  as  thej^  were. 

The  Chairman.  You  must  have  your  ore  available,  and  then  you 
must  have  your  available  trans])ortation,  before  j'ou  can  go  into  the 
iron  and  steel  business,  as  I  understand  ? 

Mr.  Hill.  Yes;  and  you  must  have  your  coke  and  your  coal,  and 
all  the  conditions. 

In  southwestern  Utah 

The  Chairman.  I  do  not  want  to  interrupt  you,  ]\[r.  Hill;  I  am  verj^ 
much  interested  in  your  narrative,  but  let  me  ask  you  this: 

Did  the  condition  prevail  at  the  time  this  lease  was  made  as  it 
exists  to-day  ? 

Mr.  Hill.  Certainly. 

The  Chairman.  Proceed. 

Mr.  Hill.  I  think  the  steel  company  people,  with  their  enormous 
investment,  with  their  nearly  a  bilhon  and  a  half  dollars  of  stocks  and 
bonds,  would  be  anxious  to  have  a  supply  of  ore  that  would  last  them 
at  least  35  or  40  years. 

The  Chairman.  And,  for  that  reason,  they  obtained  control  of 
these  ores  ? 

Mr.  Hill.  I  would,  if  I  had  been  in  their  place,  feel  the  necessity 
for  that.  I  do  not  know  what  kind  of  a  sinking  fund  they  would 
need,  if  they  had  to  account  for  that  capitalization  at  the  end  of  25 
years.  "I  think  they  would  want  about  $1.50  or  $2  a  ton  for  every 
ton  of  pig  iron  they  made. 
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The  Chairman-.  Can  you  account  for  the  fact  that  they  then,  know- 
ing you  had  the  only  available  ore  on  the  continent  not  preempted 

Mr.  Hill.  That  was  available  to  them,  at  least. 

The  Chairman.  Yes.  Why  have  they  canceled  that  lease  and 
given  up  these  valuable  properties  ? 

Mr.  Hill.  There  was  a  provision  put  in  the  lease  that  they  could 
cancel  it,  and  we  have  raised  no  objections  that  I  have  heard  of. 

The  Chairman.  The  paper  quotes  you  as  saying  that  the  Steel 
Corporation  canceled  the  lease  because  thej^  were  scared  to  death. 

Mr.  Hill.  I  think  they  were.  I  think  they  lost  their  nerve,  and 
got  white.     [Laughter.] 

The  Chairman.  What  could  have  frightened  them  ? 

Mr.  Hill.  I  do  not  Itnow. 

Mr.  Reed.  Perhaps  Mr.  Hill  has  not  heard  the  number  of  depart- 
ments of  the  Government  that  have  been  camping  on  our  trail. 

The  Chairman.  I  have  never  heard  of  anybody  being  after  the 
Steel  Corporation;  and  I  am  not  sure  it  would  not  be  classed  among 
those  that  the  Good  Book  speaks  of,  that  "flee  when  no  man 
pursueth." 

Mr.  Young.  What  was  Mr.  Hill  going  to  say  about  iron  ore  in  Utah  ? 

Mr.  Hill.  I  was  going  to  say  that  next  to  Lake  Superior  the 
largest  deposit  in  the  Umted  States  is  in  southwestern  Utah. 

Mr.  Young.  Has  that  been  worked  ? 

Mr.  Hill.  No;  and  there  is  coal  there. 

Mr.  Bartlett.  Is  it  accessible  to  railroads  now  ? 

Mr.  Hill.  It  is  accessible;  but  it  is  so  far  from  the  market.  A 
careful  examination  was  made  into  that 

Mr.  Young.  By  Mr.  SeUwood  ? 

Mr.  Hill.  Yes.  Mr.  SeUwood  spent  a  summer  there,  and  reported 
about  60,000,000  tons.  I  have  seen  a  report  made  by  the  Govern- 
ment people  placing  it  at  40,000,000  tons. 

Sixty  million  tons,  the  largest  supply  next  to  the  Lake  Superior 
region,  would  run  the  United  States. lor  15  months.  They  would  use 
60,000,000  tons  in  15  months  in  the  ordinary  run  of  business. 

Mr.  Eeed.  May  I  suggest,  Mr.  Chairman,  that  you  ask  Mr.  Hill  as 
to  whether  he  has  any  knowledge  of  the  southern  ores,  the  Texas, 
Alabama,  and  A^irginia  ores,  and  the  Cuban  ores  ? 

The  Chairman.  Certainly.  Tell  us  about  all  those  that  you  know 
anything  about,  Mr.  HUl. 

Mr.  Hill.  The  Alabama  ores  I  was  including.  I  should  have  said 
with  the  Alabama  and  IMichigan  ores,  I  meant  to  allude  to  those 
that  were  not  being  worked  or  opened. 

Mr.  Gardner.  The  annual  consumption,  then,  is  about  how  much? 

Mr.  Hill.  I  think  the  annual  consumption  of  ore  in  the  United 
States  is  about  50,000,000  tons;  45,000,000  to  50,000,000.  Of  the 
Lake  Superior,  it  is  about  28,000,000  to  30,000,000.  It  has  been  up 
as  high  as  something  over  40,000,000. 

Mr.  Reed.  Forty-two  mUlion  or  forty-three  million. 

Mr.  Hill.  Something  over  40,000,000. 

When  business  is  under  normal  conditions,  it  is  fair  to  assume  that 
it  would  be  40,000,000  tons  a  year. 

Mr.  Gardner.  Do  you  know  the  present  rate  of  exhaustion  of  the 
Lake  Superior  ores?  When  will  the  Lake  Superior  region  be  ex- 
hausted ?  . 
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Mr.  Hill.  You  mean  the  rate  of  one  year  or  the  average  rate  of  10 
years  ? 
Mr.  Gakdnek.  Which  would  be  the  fairest  average  to  take  ? 
Mr.  Hill.  I  should  say  the  fairest  would  be  to  take  the  average  of 
10  years. 

Mr.  Gardner.  Take  the  average  for  10  years,  then,  and,  as  com- 
mercially available  ores  are  known  to-day,  how  many  years  would  it 
take  at  the  present  rate  of  consumption  of  Lake  Superior  ores  to 
exhaust  all  the  commercially  available  ores;  that  is,  commercially 
available  under  the  circumstances  existing  at  present  ? 
Mr.  Sterling.  In  that  region  ? 

Mr.  Gardner.  In  that  region;  the  Lake  Superior  region. 
Mr.  Hill.  The  highest  shipments  in  any  year  have  been  over 
forty  millions.  I  do  not  know  what  the  last  year  was,  but  I  would 
say  about  twenty-five  miUion;  maybe  more.  The  Michigan  mines 
and  Menominee  have  carried  it  up  to  30,000,000  tons;  but  at,  say, 
thirty-five  million  aviBrage,  it  would  last  something  over  30  years. 

Mr.  Gardner.  Then  they  would  have  to  go  elsewhere  or  else  use  a 
lower  metallic  content  ore  ? 

Mr.  Hill.  They  would  have  to  go  down  to  using  low-grade  ores, 
ores  running  from  25  to  40. 

Mr.  Gardner.  But    to    exliaust   ores   running  from   40   upward 
would  take  about  30  years  at  the  rate  of  35,000,000  tons  a  year? 
Mr.  Hill.  Ores  from  48  upward. 
Mr.  Gardner.  That  is,  at  48  natural  or  48  dry  ? 
Mr.  Hill.  I  do  not  know  the  difference  between  natural  and  dry. 
Mr.  Gardner.  Your  lease  is  59  dry,  is  it  not  ? 
Mr.  Hill.  I  would  say  48  dry,  if  the  lease  says  it,  then. 
Mr.  Young.  All  ores  are  tested  at  212  Fahrenheit,  are  they  not? 
Mr.  Hill.  I  do  not  know  those  technicahties. 

Mr.  Gardner.  On  that  same  ratio  at  which  it  is  estimated,  at  59 

Mr.  Hill.  I  think  35  years  will  show  the  exhaustion  of  the  mining 
interests  around  Lake  Superior,  possibly  30;  more  probably  30  than 
35.     That  is  my  judgment. 
Mr;  Gardner.  If  the.y  continue  to  mine  it  at  the  same  rate  ? 
Mr.  Hill.  Yes.    But  it  is  to  be  remembered  that  the  iron  busi- 
ness is  growing  very  rapidly.     Take  the  United  States  census  for 
1800,  the  second  census,  and  this  country  used  7  pounds  per  capita. 
Mr.  Gardner.  Yes;  I  remember. 

Mr.  Hill.  And  a  hundred  years  later,  according  to  the  census  of 
1900,  the  Umted  States  used  685  pounds  per  capita. 

Mr.  Gardner.  When  I  said  that  that  estimate  was  based  upon 
mining  at  the  same  rate,  I  had  in  mind  that  it  might  increase. 

Mr.  Hill.  It  will  increase,  undoubtedly.  I  think  Mr.  Cole  told  me 
once  that  the  steel  company  expected  to  get  their  production  up  to 
forty  or  forty-five  milhon  tons  a  year.  They  are  building  large  works 
or  have  buUt  them — they  may  not  be  finished — at  Gary,  near  Chicago, 
and  when  the  business  of  the  country  moves  on  and  people  do  not 
hesitate  about  undertaking  new  enterprises,  when  they  feel  that  they 
can  start  building  and  have  a  reasonable  expectation  of  finishing  it 
within  a  reasonable  time,  things  wiU  improve,  and  people  wiU  use 
more  iron  and  steel. 

Mr.  Gardner.  You  were  going  to  tell  us  about  these  Texas,  Ala- 
bama, Virginia,  and  Cuban  ores,  were  you  not  ? 


3200  UNITED   STATES    STEEL   COEPORATION. 

Mr.  Hill.  I  do  not  know  about  the  southern  ores  except  in  a  very 
general  way  and  in  a  very  limited  way. 

I  know  something  of  the  Cuban  ores  from  what  I  have  seen  printed 
and  in  published  reports;  and  the  published  reports  are  available. 

Mr.  Gardner.  Did  you  happen  to  read  Mr.  Gayley's  evidence 
before  this  committee  on  the  Cuban  ores  ? 

Mr.  Hill.  No,  sir;  I  have  not  seen  it. 

Mr.  Bartlett.  I  believe  the  Steel  Corporation  estimates  that  there 
is  700,000,000  tons  of  ore  in  the  Tennessee  Coal  &  Iron  properties. 

Mr.  Hill.  I  have  no  knowledge  about  that.  If  you  had  asked  me 
what  my  impression  was  as  to  what  they  controlled  I  should  have 

fut  it  in  the  neighborhood  of  400,000,000  tons.  I  do  not  know  how 
got  the  impression.  I  used  to  know  Mr.  Bacon.  I  think  Mr.  Bacon 
was  down  there  in  Georgia. 

Mr.  Sterling.  You  gave  the  names  of  two  gentlemen  a  while  ago 
who  you  said  had  had  great  experience  and  great  knowledge  of  the 
ore  situation  in  the  Lake  Superior  region  ? 

Mr.  Hill.  Yes. 

Mr.  Sterling.  Will  you  give  me  those  names  again,  please  ? 

Mr.  Hill.  Joseph  Sellwood  and  Thomas  F.  Cole. 

]\Ir.  Sterling.   Where  does  Mr.  Sellwood  live  ? 

Mr.  Hill.  In  Duluth,  I  think.     He  is  a  banker  there  now. 

Mr.  Sterling.  Is  he  a  practical  engineer,  too  ? 

Mr.  Hill.  He  is  a  practical  miner,  and  has  spent  the  greater  part 
of  his  life  on  Lake  Superior  in  mining  iron  and  copper. 

Mr.  Sterling.  Does  he  own  ore  mines  ? 

Mr.  Hill.  I  do  not  know.     I  think  he  probably  has  owned  them. 

Mr.  Sterling.  What  is  the  name  of  the  other  man  ? 

Mr.  Hill.  Thomas  F.  Cole. 

Mr.  Sterling.  What  is  his  business  ? 

Mr.  Hill.  He  is  a  mining  engineer;  I  thinlc  a  very  eminent  one. 

Mr.  Sterling.  Does  he  own  ore  mines  ? 

Mr.  Hill.  I  do  not  know. 

Mr.  Sterling.  Has  he  ever  been  in  the  employ  of  the  United  States 
Steel  Corporation  ? 

Mr.  Hill.  I  think  he  was  superintendent  at  one  time.  He  used 
to  be  president  of  the  Oliver  Iron  Mining  Co. 

Mr.  Sterling.  Is  he  connected  now  with  that  corporation  ? 

Mr.  Hill.  I  do  not  know.  I  think  he  is  not.  I  think  for  some 
years  he  has  not  been  connected  with  the  corporation. 

Mr.  Sterling.  What  is  his  address  ? 

Mr.  Reed.  Duluth. 

Mr.  Hill.  His  address  is  Duluth;  and  he  is  sometimes  in  New  York, 
I  have  not  seen  Mr.  Cole  for  a  number  of  years. 

Mr.  Young.  He  has  had  no  connection  with  the  steel  company  for 
several  years. 

Mr.  Gardner.  You  think  those  gentlemen  know  as  much  of  the  ore 
situation  in  that  region  as  any  men  ? 

Mr.  Hill.  I  do.  I  would  take  their  estimates  and  their  knowledge 
and  judgment  in  preference  to  any  10  men  I  know. 

Whereupon,  at  12.35  o'clock  p.  m.,  a  recess  was  taken  until  2.30 
o'clock  p.  m. 
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AFTER   RECESS. 

The  committee  resumed  its  session,  at  2.30  o'clock  p.  m.,  Hon. 
Augustus  O.  Stanley  (chairman)  presiding. 

The  Chairman.  Before  Mr.  Hill  goes  on  the  stand  I  want  to  call 
attentiion  to  one  little  matter. 

This  morning  I  was  speaking  of  the  Hull-Rust  mine,  and  I  stated 
it  was  my  understanding  there  was  no  ore  being  taken  from  that  mine. 
Mr.  Young  quoted  certain  figures  for  that  mine.  Have  you  those 
figures  ? 

Mr.  Young.  Yes,  for  previous  years. 

The  Chairman.  What  year  was  that  ? 

Mr.  Young.  I  quoted  that  up  to  1910. 

The  Chairman.  What  page  is  that  ? 

Mr.  Young.  For  1910  it  gives  3,189,000. 

The  Chairman.  What  page  is  that  ? 

Mr.  Young.  Page  48. 

The  Chaieman.  What  edition  of  the  book,  do  you  know  ? 

Mr.  Young.  It  is  called  "1911  Values." 

The  Chairman.  I  find  below  there — and  I  can  not  reconcile  those 
two — Lake  Superior  group,  Burt,  Hull,  and  HuU-Eust  mines. 

Mr.  Young.  They  are  all  one. 

The  Chairman.  Under  that  is  no  tonnage  removed  whatever  for 
the  year  1910.  It  is  in  the  same  book,  on  the  same  page.  I  wanted 
to  call  attention  to  that. 

Here  it  is,  "HuU-Rust,  3,189,975  tons,"  and  then  down  below, 
"Lake  Superior  group,"  and  a  note  relating  to  that,  "Burt,  Hull,  and 
Hull-Rust  mines,"  and  it  does  not  give  any  ore  removed  whatever. 

Mr.  Young.  That  means  that  Hull-Rust  includes  the  Burt,  Hull, 
and  Hull-Rust  mines.  That  is  a  group  of  mines  known  as  "HuU- 
Rust." 

The  Chairman.  I  merely  want  to  get  that  into  the  record. 

Mr.  Young.  I  think  it  is  perfectly  clear  in  the  table.     It  says  the 

Hull-Rust.     And  then  at  the  bottom  is  the  footnote  which  intends 

to  show  that  that  includes  also  the  Burt,  HuU,  and  Hull-Rust  mines. 

'The  Chairman.  Do  you  know  whether  the  Hull-Rust  mine  was 

open  in  1911  ? 

Mr.  Reed.  My  information  is  that  about  the  middle  of  the  year 
1911  active  operations  at  the  Hull-Rust  were  discontinued  because  a 
very  large  supply  of  ore  had  been  accumulated.  My  information  is 
that  when  the  chairman  was  there  there  was  no  activity  at  all  in  the 
mine. 

The  Chairman.  That  was  my  understanding  when  I  was  on  the 
ground. 

Mr.  Young.  Is  this  supposed  to  indicate  something,  Mr.  Chairman  ? 

The  Chairman.  Yes,  Mr.  Young.  It  is  a  matter  I  wanted  to  appear 
in  the  record.  The  thing  it  indicates  is  they  were  mines  with  very  high 
grade  ore  that  could  be  operated  at  a  very  small  cost — the  royalty  on 
that  mine,  I  believe,  is  25  cents,  and  it  is  a  50-year  lease.  It  is  sig- 
nificant, to  my  mind  that  they  would  leave  a  mme  when  they  could 
transport  the  ore  over  their  own  road  at  a  cost  of,  say,  25  cents  royalty 
and  4  or  5  cents  for  loading  into  cars,  35  or  40  cents  for  dehvering  it  at 
Two  Harbors,  mlkiiig  a  total  cost  of,  say,  50  cents,  when  they  could 
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get  an  unlimited  amount  of  ore  for  60,  why  they  would  pay  $1.65  for 
no  better  ore. 

Mr.  Reed.  The  chairman  will  understand  the  mining  was  very 
generally  curtailed  throughout  the  whole  district  in  the  latter  part  of 
the  next  year,  owing  to  the  cessation  of  the  demand  for  iron. 

Mr.  YotJNG.  I  do  not  know  what  the  fact  is  as  to  this  pajticular 
case.  It  has  appeared  in  our  hearings  somewhere  that  the  Steel  Cor- 
poration, under  the  minimum  clause  of  this  lease,  has  paid  for  a  good 
deal  of  ore  on  these  Hill  lands  which  it  has  not  mined.  That  is  in  our 
hearings  somewhere,  on  oath. 

As  they  have  given  notice  of  the  cancellation  of  that  lease  to  be 
effective  in  1915,  they  might  be  pretty  anxious  to  get  out  that  ore 
before  the  time  that  they  had  already  paid  for,  and  which  was  costing 
them  nothing  more. 

The  Chairman.  When  I  was  out  there  notice  had  not  been  given 
and  was  not  given  for  some  months  after. 

Mr.  Young.  Yery  hkely  they  had  deterimned  on  what  they  were 
going  to  do. 

The  Chairman.  Oh,  they  were  getting  at  this  minimum  at  that 
time. 

Mr.  Reed,  to  save  me  the  trouble  of  a  subpoena  duces  tecum — and 
in  this  connection  the  Steel  Corporation  has  been  very  Idnd  about  that 
where  we  have  wanted  papers  from  certain  sources — I  find  in  the  one 
hundred  and  seventh  meeting  of  the  general  managers  of  sales,  on 
June  17,  1909,  this  entry: 

Mr.  Buffington  haa  prepared  a  form  of  contract  whicli  is  along  the  lines  discussed  at 
our  last  meeting.  It  is  drawn  up  tentatively  as  to  Ryerson,  but  is  intended  to  cover 
the  others  as  well,  and,  in  brief,  is  as  follows:  That  the  jobbers  will  absolutely  give  up 
direct  shipments.  They  will  carry  no  stock  but  that  manufactured  by  the  corporation 
in  its  particular  liaes.  They  will  carry  it  on  consignment  and  be  allowed  a  compen- 
sation by  the  corporation  for  putting  it  in  and  tafing  it  out  of  stock  on  the  sliding 
schedule  basis,  following  out  the  suggestion  that  there  will  be  a  minimum  of  $1  or  $2 
per  ton,  based  upon  the  prices  of  the  material.  The  agreement  can  be  terminated 
upon  60  days'  notice  by  either  party.  *  *  *  Provision  is  also  made  that  for  any 
material  these  people  may  fabricate  there  will  be  no  allowance  whatever. 

I  would  like  to  have  a  copy  of  that  Bufiington-Ryerson  contract, 
with  a  statement  of  the  other  jobbers  with  whom  such  contracts  hate 
been  entered  into. 

Mr.  Reed.  1  will  try  to  have  that  for  you  by  Monday. 

The  Chairman.  Thank  you.  You  can  just  mail  it  to  me  if  we  are 
not  in  session. 

STATEMENT  OF  J.  J.  HILL— Continued. 

Mr.  Bartlett.  Mr.  Hill,  I  would  like  to  ask  you  this  question: 
This  contract  that  you  made  with  the  Steel  Corporation  was  supposed 
at  the  time  you  made  it  to  be  made  with  the  Great  Northern  and  the 
Northern  Pacific,  but  it  was  not  made  with  them,  as  I  understand 
it — the  contract  for  the  lease  of  ore  land  ? 

ilr.  Hell.  The  protocol  or  provisional  contract  was  made  and 
executed  by  me.  And  that  was  afterwards  enlarged  into  the  per- 
manent contract. 

Mr.  Bartlett.  Between  the  Steel  Corporation  and  the  Great 
Northern  ? 

Mr.  Hill.  And  the  trustees  of  the  Great  Northern  ore  properties. 
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*  Mr.  Bartlett.  The  reason  that  I  asked  that  question  was  that- 
in  an  article  published  in  Munsey's  Magazine  of  June,  1908,  which  I 
find  was  placed  in  a  hearing  before  the  Ways  and  Means  Committee 
in  1909,  is  stated — its  correctness  being  purported  to  be  vouched  for 
by  the  Steel  Corporation — that  the  contract  was  with  the  Great 
Northern  Railroad  and  the  Northern  Pacific  Eailroad,  which  had 
vast  holdings  of  iron  ore  in  the  Mesabi  Range. 

That  was  not  true,  then;  these  two  railroads  never  had  this  con- 
tract? 

Mr.  Hill.  The  Northern  Pacific  as  I  recall  purchased  a  line  of 
road  called  the  St.  Paul  &  Duluth.  That  road  had  a  portion  of  the 
land  grant  on  the  range,  and  in  that  way  they  got  some  lands  carrying- 
ore,  and  those  ores  are  included  in  the  Great  Northern  lease,  some- 
where in  the  neighborhood  of  20,000,000  tons. 

Mr.  Baetlett.  Now,  that  lease  was  for  how  much  per  ton  ?  The 
first  year  it  was  88.4  per  cent  ? 

Mr.  Hill.  The  contract  provides  $1.65  per  ton,  including  the  trans- 
portation and  docking.  The  trustees  pay  the  transportation  and  the 
docking,  whatever  it  may  be. 

Mr.  Bartlett.  Yes;  I  knew  that.  But  the  cost  of  the  ore  at  the 
mine  would  be  about  88  cents  a  ton,  would  it  not  ? 

Mr.  Hill.  Eighty-five  cents  for  59.  That  is,  the  transportation 
and  the  docking  at  that  time  was  80  cents,  which,  deducted  from  $1.65, 
would  leave  85. 

Mr.  Bartlett.  I  note  it  is  stated  in  this  same  magazine  article, 
which  was  placed  in  this  hearing,  that  this  contract  was  not  listed 
in  this  inventory  which  was  published,  stated  to  be  by  the  authority 
of  the  steel  company — was  not  listed  as  the  assets  of  the  company. 

Mr.  Hill.  That  is  something  I  would  know  nothing  about. 

Mr.  Bartlett.  Did  not  you  consider  it  of  immense  value  to  the 
Steel  Corporation  ?     I  refer  to  the  lease. 

Mr.  Hill.  I  think  it  was  very  valuable  to  them. 

Mr.  Bartlett.  And  is  still  very  valuable  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Bartlett.  It  was  a  means  by  which  they  not  only  insured 
themselves  against  competition,  but  also  was  one  which  enabled 
them  to  obtain  ore  for  a  long  period  of  time,  if  they  kept  the  contract, 
would  it  not  ? 

Mr.  Hill.  Aside  from  questions  of  competition,  of  which  I  have  no 
particular  knowledge,  they  had  a  very  large  investment  or  amount 
of  capital  invested  and  a  large  capacity  for  making  iron  and  steel. 
At  the  rate  they  were  using  ore  they  would  have  somewhere  in  the 
neighborhood  of  20  or  25  years'  supply.  From  my  standpoint  it  was 
simply  ordinary  business  prudence  and  forethought  for  them  to  secure 
as  large  a  supply  of  ore  as  they  could,  looking  to  the  future. 

I  think  I  said  this  momuig,  including  the  Great  Northern  Ore  Co., 
the  Ore  Trust  property,  at  the  ordinary  rate  of  consumption,  they 
would  have  somewhere  from  30  to  35  years,  with  an  investment  or 
capitalization  of  fifteen  hundred  million  dollars.    That  is  rather  a 

short  life. 

I  think  it  was  a  fair  and  no  more  than  ordmary  busmess  prudence 
on  their  part  to  secure  the  absolute  control  of  all  the  ore  they  could 
get.     I  speak  of  that,  of  all  the  ore  of  that  class,  because  it  is  limited. 

Mr.  BaetlIitt.  Then  it  was  of  immense  value  to  the  corporation 
when  it  was  made  ? 
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Mr.  Hill.  Why,  upon  that  ore  depends  their  existence.  What 
would  their  plants  be  worth  ?  Ther  would  be  worth  what  they  would 
sell  for  as  scrap  iron. 

Mr.  Bartlett.  This  same  article  I  have  referred  to  says  that  one 
of  the  directors  of  the  Steel  Corporation,  who  was  a  very  big  man  in 
the  business  world,  said  to  him  he  thought  his  contract  worth 
$.500,000,000  to  the  corporation;  that  if  an  offer  of  that  kind  were 
made  for  it  he  would  vote  against  the  sale.  Whether  this  estimate 
of  value  is  excessive  is  problematical.  His  judgment,  however,  is 
usually  very  sound. 

How  long  has  that  contract  been  running;  since  1902  ? 

Mr.  Hill.  1907,  I  thmk. 

Mr.  Reed.  1907;  yes,  sir. 

Mr.  Bartlett.  And  they  have  given  notice  that  they  are  to 
abrogate  it  in  1915  ? 

Mr.  Hill.  Tlie  contract  provided  that  it  might  be  abrogated  as 
far  as  they  were  concerned  m  1915,  provided  they  had  complied  with 
all  of  the  terms  of  the  contract,  and  in  complying  Avith  the  terms  of 
the  contract  at  that  time  they  would  have  to  mine  in  1914  about 
6,000,000  tons.  The  trustees,  I  think,  were  quite  willing  that  they 
should  cancel  the  contract  if  they  had  opened  properties  with  a  going 
capacity  of  6,000,000  tons  a  year.  I  think  the  trustees  could  take 
that  property  and  mine  the  ore  and  sell  it  in  the  market  to  whoever 
wanted  to  bu_r  ore  at  higher  prices  than  the  steel  company  were  paying. 

Mr.  Bartlett.  This  contract,  has  it  gotten  less  valuable  or  more 
valuable  to  the  Steel  Corporation  since  they  made  it  ? 

Mr.  Hill.  I  don't  know.  They  are  the  judges  of  that.  I  should 
say  it  was  a  very  valuable  contract.     I  have  heard  some  members 

Mr.  Bartlett  (interposing).  Its  visible  supply  has  not  increased 
since  1900^ 

Mr.  Hill.  No,  sir. 

Mr.  Bartlett.  And  is  not  liable  to  increase  in  this  country  ? 

Mr.  Hill.  No,  sir;  and  the  consumption  is  from  25,000,000  to 
over  40,000,000  tons  a  year. 

Mr.  Bartlett.  Increase  ? 

Mr.  Hill.  That  is  the  amount  that  is  mined  out  and  consumed — 
the  decrease. 

Mr.  Bartlett.  You  mean  the  decrease  ? 

Mr.  Hill.  In  the  quantity  of  ore. 

ilr.  Bartlett.  So  that  instead  of  the  field  for  obtaining  ore 
increasing,  since  this  contract  was  made,  in  the  near  years  to  come 
the  field  has  diminished  and  will  diminish  ? 

Mr.  Hill.  It  must  diminish  every  year;  the  available  ore — that  is, 
ore  that  can  be  taken  to  furnaces. 

Mr.  Bartlett.  That  would  have  a  tendency  to  increase  the  value 
of  this  contract  rather  than  to  diminish  it  ? 

j\Ir.  Hill.  That  would  be  my  judgment. 

Mr.  Bartlett.  Have  you  any  reason  to  suggest  why  they  should 
abandon  that  contract  under  those  circumstances  ? 

Mr.  Hill.  I  have  no  reason.  I  might  have  an  opinion.  I  think 
they  were  frightened  to  death. 

Mr.  Bartlett.  That  they  had  buck  ague,  possibly,  for  something, 
without  cause  ? 
c    Llr.  Hill.  They  had  buck  fever. 
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Mr.  Bartlett.  Frightened  at  what,  Mr.  Hill  ? 

Mr.  Hill.  I  do  not  know. 

Mr.  Bartlett.  You  do  not  know  at  what?  It  is  just  an  opinion 
that  they  were  frightened  at  something? 

Mr.  Hill.  They  must  have  been. 

Mr.  Bartlett.  Some  ghost  or  shadow  or  substance  ? 

Mr.  Hill.  They  must  have  been,  because  without  that  ore  they 
would  probably  have,  under  ordinary  conditions,  in  the  neighborhood 
of  18  or  25  years'  supply. 

Mr.  Bartlett.  Can  you  recall  when  the  notice  of  the  desire  or 
intention  of  the  Steel  Corporation  to  abandon  the  contract  in  1915 
was  given  ? 

Mr.  Hill.  I  do  not  recall  the  date. 

Mr.  Bartlett.  How  long  since  ? 

Mr.  Hill.  I  do  not  recaU  the  date.     It  was  sometime  in  the  last  fall. 

Mr.  Bartlett.  Last  fall? 

Mr.  Hill.  Yes. 

Mr.  Reed.  The  decision  to  surrender  the  lease  was  announced  a 
day  or  two  before  the'  suit  was  brought,  and  a  few  weeks  after  the 
publication  of  the  criticisms  in  Mr.  Herbert  Knox  Smith's  report. 

Mr.  Bartlett.  You  yourself  do  not  know  whether  it  was  before  or 
after  the  bringing  of  the  suit  by  the  Government  ? 

Mr.  Hill.  No,  sir.  I  feel  almost  hke  apologizing  to  the  committee 
because  so  many  questions  have  been  asked  me  of  which  I  have  no 
knowledge  at  all. 

Mr.  Bartlett.  I  did  not  mean  to  ask  you  a  question  that 

Mr.  Hill  (interposing).  Oh,  I  am  not  criticizing  the  questions  at  all. 
But  so  many  questions  have  been  asked  about  subjects  that  I  know 
nothing  of,  and  I  am  compelled  to  give  hearsay  testimony  or  say  that 
I  know  nothing  about  them. 

^Mr.  Bartlett.  You  can  not  recall  what  time  you  received  informa- 
tion that  the  notice  had  been  given  ? 

Mr.  Hill.  It  did  not  come  to  me.  I  am  not  an  officer  of  the  Great 
Northern  Ore  Co. 

Mr.  Reed.  You  can  satisfy  yourself  about  that,  Judge  Bartlett, 
by  referring  to  the  petition  of  the  Government  filed  in  the  dissolution 
case,  because  that  mentions  the  intention  to  surrender  the  lease. 

Mr.  Bartlett.  That  is  aU  the  questions  I  have. 

Mr.  Young.  Mr.  HiU,  there  is  a  little  matter  I  want  to  ask  you 
about.  It  may  not  be  very  important.  But  I  understood  you  to 
say  that  the  visible  supply  of  ore  was  steadily  decreasing. 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  I  have  before  me  this  book  of  Rukard  Hurd,  secretary 
of  the  Miimesota  tax  commission,  in  which  he  gives  the  figures  of 
tonnage  in  Minnesota  as  ascertained  and  estimated  by  the  tax  com- 
mission of  that  State.  From  that  it  appears  that  in  1907,  the  year 
this  lease  was  made,  there  was  estimated  to  be  1,192,509,757  re- 
maining on  May  1,  and  that  on  May  1,  1911,  this  amount  had  in- 
creased to  1,368,236,579,  or  an  increase  of  about  175,000,000  tons. 

So  it  would  appear  that  notwithstanding  the  large  amount  which 
has  been  mined,  something  over  30,000,000  tons,  I  thmk  on  the  aver- 
age that  the  discoveries  had  more  than  kept  pace,  to  the  amount  of 
175,000,000  tons,  with  the  use  of  the  ore,  so  that  they  knew  of  the 
17042— No.  49—12 3 
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existence  of  more  ore  in  Minnesota  at  the  end  of  that  four-year  period 
than  they  did  at  the  beginning. 

Mr.  Hill.  I  think  that  in  place  of  discovery  of  more  ore,  it  would 
be  exploration.     I  think  the  drilling  in  the  interim 

Mr.  Young  (interposing).  That  would  be  the  same  thing. 

Mr.  Hell.  Well,  the  dnlling  has  settled,  and  until  there  is  drilling 
done  nobody  can  see  under  30  or  40  or  50  feet  of  earth  and  say  what 
is  there.  The  tax  commission,  for  the  purpose  of  taxation,  has  to  have 
accurate  knowledge. 

Mr.  Young.  But  so  far  as  the  supply  of  ore  would  affect  the  price,  it 
would  be  the  supply  that  was  known  to  exist,  would  it  not ;  not  ore 
that  nobody  knew  about  ?    That  could  not  have  any  effect  ? 

Mr.  Hill.  I  think  the  added  minage  of  ore  to  the  tax  commission's 
report  were  the  lands  that  were  known  to  contain  ore,  but  not  how 
much. 

Mr.  Young.  They  had  been  getting  values  on  all  ore  lands,  though. 
Undoubtedly  their  knowledge  mcreased  as  the  other  people's  knowl- 
edge increased. 

Mr.  Hill.  Their  knowledge  increased  as  the  land  was  explored  and 
definitely  shown  about  what  it  contained. 

Mr.  Young.  Mr.  Hill,  have  you  had  estimates  made,  or  are  you 
familiar  with  estimates  of  the  amount  of  ore  remaining  in  those  lands 
which  we  have  been  discussing,  which  belonged  to  you  originally  and 
turned  over  by  you  to  this  Lake  Superior  Co.  ? 

Mr.  Hill.  I  think,  including  the  lands  leased  to  others  than  the 
United  States  Steel,  the  explorations  have  shown  something  over 
400,000,000  tons.     The  lands  have  not  all  been  explored. 

Mr.  Young.  But  you  expect  to  find  some  additional  ore  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  From  the  unexplored  lands  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  A  considerable  portion  of  them  lies  within  the  iron 
belt  or  range  ? 

Mr.  Hill.  Yes;  along  the  iron  zone. 

Mr.  Young.  As  I  understood  your  testimony,  the  total  amount  of 
these  lands  is  about  69,000  acres  ? 

Mr.  Hill.  Well,  that  covers  lands  outside  of  what  is  known  as  the 
ore  belt. 

Mr.  Young.  And  they  belong  to  these  trustees  1 

Mr.  Hill.  They  belong  to  the  trustees. 

Mr.  Young.  Of  that  69,000  acres  about  39,000  were  leased  to  the 
Steel  Corporation  ? 

Mr.  Hill.  That  is  right.  That  is  all  set  out  in  the  report  I  handed 
in  this  morning,  in  detail. 

Mr.  Young.  Did  the  Steel  Corporation,  when  it  was  making  this 
deal,  have  the  opportunity  to  take  all  of  this  69,000  acres  of  land  that 
it  desired  ? 

Mr.  Hill.  Yes. 

Mr.  Young.  And  it  selected  the  39,000  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  Who  had  charge  of  the  examination  of  those  lands  for 
the  Steel  Corporation  at  that  time  ? 

Mr.  Hill.  I  do  not  know.  There  is  a  man  named  Sebenius — some 
name  of  that  description. 
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Mr.  Reed.  Sebenius;  that  is  right. 

Mr.  Young.  He  was  the  chief  engineer. 

Mr.  Hill.  I  think  he  was  their  expert. 

Mr.  Reed.  And  still  is. 

Mr.  Young.  Have  you  any  knowledge  or  information  that  would 
lead  you  to  believe  that  these  tax  commission  figures  are  reasonably 
accurate  estimates,  or  that  they  are  not  ? 

Mr.  Hill.  I  think  they  are  made  by  an  intelligent  tax  commission. 
I  have  not  actual  knowledge  as  to  that  question,  but  I  think  they  have 
access  to  the  drillings.  They  are  anxious  to  collect  all  the  taxes  they 
can  for  the  State,  and  I  think  they  estimate  the  lands  as  highly  as 
their  contents,  or  as  the  drilling  will  show  the  contents  to  be. 

Mr.  Young.  They  state  in  their  report  that  the  companies  have 
given  them  access  to  all  the  data  they  had  ? 

Mr.  Hill.  That  is  my  information.  I  think  they  are  desirous  of 
having  the  lands  show  as  large  a  quantity  of  ore  as  they  can  on  account 
of  the  revenue  to  the  State. 

Mr.  Young.  To  recur  a  moment  to  the  matter  which  you  were 
talking  to  Mr.  Gardner  about,  this  report  of  Herbert  Knox  Smith. 
Mr.  Smith  attempts  to  ascertain  the  value  of  the  ore  holdings  of  the 
Steel  Corporation  at  the  time  of  its  formation,  and  uses  several  meth- 
ods of  getting  at  that  value. 

He  states  in  his  report  that  he  does  not  know  that  that  is  a  fair 
method  of  determining  what  the  capitalization  ought  to  be,  but  that 
he  thinks  any  later  value  taken  after  they  had  acquired  these  lands 
would  have  in  it  a  large  monopolistic  value,  owing  to  their  drilling  of 
ore,  and  that  it  was  impossible  to  separate  that  from  any  other  value ; 
that  he  would  not  and  could  not  attempt  it. 

I  wish  to  ask  whether  you  think,  from  your  knowledge  of  this  busi- 
ness, that,  aside  from  the  fact  that  the  ores  have  drifted  into  a  few 
hands,  there  has  been  any  increase  in  actual  values  of  the  ore  proper- 
ties since  1901  ? 

Mr.  Hill.  I  recall  when  the  Lake  Superior  price  of  ore  was  $2  to 
12.50  a  ton  higher — I  mean  the  price  delivered  at  Lake  Erie  ports  was 
from  $2  to  $2.50  a  ton  higher — than  it  is  now.  The  rates  of  transpor- 
tation on  the  Lakes  were  very  much  higher  than  they  are  now. 

The  cost  of  production  and  the  cost  of  transportation  all  have  gone 
down  and  the  price  of  ore  has  gone  down. 

To  illustrate:  The  trustees  during  the  ore  season  preceding  the 
execution  of  the  lease  mined  and  shipped  from  the  Leonard  mine. 
They  shipped  their  ore  to  Lake  Erie  ports,  and  it  was  sold  for  their 
account.  Their  profit — ^you  may  call  it  royalty — was  what  they  real- 
ized after  paying  the  cost  of  mining  and  transportation.  I  think 
it  was  about  $1.45,  speaking  from  recollection. 

Mr.  Young.  That  does  not  quite  answer  my  question. 

Mr.  Hill.  I  thought  it  would  lay  the  foundation  for  the  answer,  at 

least.  .  ■    .I.- 

Mr. Young.  That  may  be.  What  I  was  trying  to  get  at  is  this: 
Mr.  Smith  estimates  that  the  total  ore  holdings  of  the  Umted 
States  Steel  Corporation  at  its  organization  were_  not  worth  over 
$100,000,000  at  that  time,  and  intimates  that  the  increase  in  value 
has  been  caused  by  the  ores  being  monopoUzed. 

What  I  was  wanting  to  get  at  was  to  see  if  that  was  the  only  cause 
why  ores  had  advances. 
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Mr.  Hill.  Oh,  no. 

Mr.  Young.  For  instance,  in  1900  we  produced  in  this  country,  in 
round  figures,  10,000,000  tons  of  steel,  and  in  1910  some  25,000,000 
tons  of  steel. 

Mr.  Hill.  And  it  takes  about  2  tons  of  ore  to  make  a  ton  of  steel. 

Mr.  Young.  This  great  increase  in  production  indicated,  naturally, 
an  increase  in  the  production  of  those  ores  ? 

Mr.  Hill.  Why,  certainly.  I  do  not  attach  any  importance  what- 
ever to  the  monopolistic  view  of  it.  As  far  as  the  steel  company  is 
concerned,  while  I  know  nothing  about  their  views — that  is,  I  have 
no  absolute  knowledge — I  can  put  myself  in  their  place  as  a  business 
man.  I  would  feel  that  I  had  been  derelict  of  my  duty  if  I  had  not 
taken  every  reasonable  step  to  secure  all  the  ore  I  could  to  keep 
those  furnaces  going,  because — think  of  it!  What  milhons  they  have 
invested!  What  is  to  become  of  them  if  they  have  no  ore  to  put  in 
them  ?    What  are  they  worth  ? 

Mr.  Young.  What  do  you  regard  now,  if  it  is  a  fair  question,  as 
the  reasonable  value  per  ton  of  your  ore  holdings  that  may  be  left 
there? 

Mr.  Hill.  Oh,  that  would  be  a  difficult  question  to  answer  directly. 
I  could  answer  it  in  this  way:  I  think  those  ores  will  bring  from  $1 .50 
to  $2  a  ton  royalty  before  they  are  exhausted. 

Mr.  Young.  Of  course,  the  returns  would  be  scattered  through  a 
good  many  years  ? 

Mr.  Hill.  That  depends  on  the  business  of  the  country.  If  the 
business  of  the  country  moves  along  without  great  interruptions,  and 
buildings  are  built,  the  ore  consumed,  I  do  not  see  a  life  for  Lake 
Superior  ore  for  longer  than  30  years  in  any  event,  unless  we  get 
down  to  less  than  50  per  cent  ore. 

Mr.  Young.  Is  it  not  a  fact  that  each  year  we  do  go  down  a  little  ? 

Mr.  Hill.  Why,  certainly. 

Mr.  Young.  That  we  are  using  lower  and  lower  grade  ores  each 
year? 

Mr.  Hill.  I  think  in  1900  they  did  not  mean  to  take  ore  that  was 
much  of  anything  less  than  60  per  cent.  Now  they  are  taking  ore 
down  as  low  as  54. 

Mr.  Young.  Your  lease  goes  down  to  49 

Mr.  Hill.  Yes,  sir. 

Mr.  Young  (continuing) .  And  under.  They  have  to  pay  the  49 
rate  for  anything  under  49  if  they  take  it  ? 

Mr.  Hill.  No;  I  think  not.    I  think  they  pay  35  cents. 

Mr.  Young.  I  thought  you  had  a  minimum  below  which 

Mr.  Hill  (interposing) .  Well,  there  is  a  shding  scale  down  to  49, 
and  I  think  they  pay  35  cents  for  all  that  they  mine  below  49. 

Mr.  Young.  Do  you  know  whether  they  have  mined  any  ore 
below  49  ? 

Mr.  Hill.  No. 

Mr.  Gaedner.  The  lease  says  $1.10  delivered  at  Superior  for  ore 
below  49.  It  is  $1,168  for  49;  and  all  below  that  $1.10  delivered  at 
Superior. 

Mr.  Hill.  That  is  better  than  my  recollection.  I  want  to  say  to 
the  committee  that  I  never  read  the  lease  in  my  life.  It  is  about  700 
pages.    The  lease  is  much  better  evidence  than  my  memory. 

The  Chairman.  The  lease  provided  a  table  for  from  47  per  cent  up 
to  66  per  cent. 
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Mr.  Hill.  Does  it  say  47  or  49  ? 

The  Chairman.  It  says  47. 

Mr.  Hill.  My  recollection  is  49. 

The  Chairman.  You  are  probably  right. 

Mr.  Young.  I  see  by  this  report  of  the  Great  Northern  ore  proper- 
ties that  there  have  been  some  smaller  or  less  amounts  of  ore  under  49. 

Mr.  Hill.  The  report  would  be  correct. 

Mr.  Young.  Some  4,000  tons. 

Mr.  Hill.  I  suppose  in  stripping  or  something  of  that  kmd  they  got 
other  material  mixed  with  it. 

Mr.  Young.  You  say  that  in  1900  that  60  per  cent  was  about  the 
lowest  that  was  regarded  as  first-class  ore  ? 

Mr.  Hill.  That  is  as  I  recoUect,  that  they  did  not  want  to  take 
less  than  that. 

Mr.  Young.  Going  back,  have  you  any  familiarity  with  the  ore 
business  before  that,  running  back  to  1870  or  1880,  and  through 
there? 

Mr.  Hill.  No;  and  I  have  not  now.  I  have  a  great  deal  to  do 
and  I  have  not  bad  niuch  to  do  with  the  ore  business,  except  buying  it. 

Mr.  Young.  I  remember  very  well  when  65  was  the  limit. 

Mr.  Hill.  Yes. 

Mr.  Young.  So  that  there  has  been  a  steady  lowering  of  the 
metalhc  contents  of  the  ore,  which  was  salable  ? 

Mr.  Hill.  Which  was  called  merchantable  ore.  What  would  be 
merchantable  ore  this  year  might  be  very  much  higher  in  metallic 
contents  than  what  would  be  merchantable  ore  10  years  from  now. 

Mr.  Young.  When  you  get  into  these  lower-grade  ores  there  are 
inmiense  bodies  ? 

Mr.  Hill.  Well,  there  is  a  country  rock  up  there,  known  by  the 
name  of  takonite,  which  runs  from  25  to  35  or  40  per  cent. 

Mr.  Young.-  Have  you  any  knowledge  of  the  low-grade  ores  in 
Michigan  ? 

Mr.  Hill.  Only  in  a  general  way.  There  is  a  very  large  amount, 
as  I  understand.     I  have  seen  reports  of  it. 

Mr.  Young.  I  have  Bulletin  No.  394  of  the  United  States  Geo- 
logical Survey,  which  contains  an  article  by  Prof.  Hayes  on  iron  ores. 
In  this  he  makes  an  estimate  of  the  existence  of  Lake  Superior  of 
75,000,000,000  tons  of  ore  above  35  per  cent,  the  bulk  of  that  being, 
of  course,  below  50,  and  of  276,000,000,000  tons  above  30  per  cent. 
You  have  no  actual  knowledge,  I  presume,  as  to  these  Cuban  deposits  ? 

Mr.  Hill.  Nothing  except  what  I  have  seen  in  the  pubUshed 
reports. 

Mr.  Young.  Have  you  any  knowledge  of  the  southern  ores — the 
Birmingham  ores  ? 

Mr.  Hill.  No  personal  knowledge.  I  know  that  explorations  have 
been  made  in  Canada,  north  as  far  as  Hudson's  Bay,  by  experts  with- 
out finding  any  fields  of  available  merchantable  ore. 

Mr.  Young.  How  long  is  the  haul  on  your  road  to  the  Lake,  the 
average  haul  of  the  ore  ? 

Mr.  Hill.  About  110  miles. 

Mr.  Young.  And  the  rate  is  80  cents  ? 

Mr.  Hill.  The  rate  was  80.  ^ 

Mr.  Young.  Has  it  been  changed  ? 
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Mr.  Hill.  At  the  close  of  the  season  there  was  a  rate  announced  as 
60,  including  the  docking. 

Mr.  Young.  What  do  you  do  for  that  80  or  60  cents  ? 

Mr.  Hill.  Haul  that  ore,  furnish  the  oars  and  haul  that  to  the  dock, 
sort  it,  and  deliver  it  to  the  ship. 

Mr.  Young.  What  do  you  mean  by  sorting  it  ? 

Mr.  Hill.  It  has  to  be  sorted.  For  instance,  a  cargo  might  be  sold 
of  59  or  60  per  cent  ore.  Now,  that  entire  cargo  has  to  average  that 
amount  of  metallic  iron.  It  has  to  contain  it.  If  ore  is  brought  down 
that  contains  55  or  56  per  cent  and  is  put  into  the  cargo,  unless  other 
ore  is  put  with  it,  which  would  bring  the  contents  up,  then  the  dock 
would  have  to  pay  the  difference. 

Mr.  Young.  Is  not  this  ore  sorted  in  the  first  place  at  the  mines  ? 

Mr.  Hill.  Yes;  and  the  contents  of  the  car  are  known. 

Mr.  Young.  The  different  grades  are  placed  in  different  pockets  at 
the  dock  ? 

Mr.  Hill.  Yes.  The  pockets  contain  from  250  to  300  tons,  and  a 
marine  cargo  is  10,000  tons.  They  have  to  be  sorted  so  that  the  min- 
eral contents  will  be  up  to  the  standard  at  which  they  are  sold  and 
not  to  exceed  it,  because  if  they  were  greater  the  seller  would  lose  the 
difference. 

Mr.  Young.  Do  you  mean  then,  that  your  sorting  consists  in  taking 
ore  in  the  different  pockets,  having  different 

Mr.  Hill  (interposing).  Every  carload  has  to  be  known,  as  to  the 
mineral  contents;  to  Imow  where  it  goes  and  that  it  goes  with  ore 
that  will  make  it  a  cargo  of  a  certain  value  in  mineral  contents. 

Mr.  Young.  Do  you  at  the  docks,  or  in  loading,  mix  different  grades 
of  ore  to  produce  a  general  average  ?     Is  that  what  is  done. 

Mr.  Hill.  They  have  to. 

Mr.  Young.  You  do  that  ? 

Mr.  Hill.  I  remember  that  Price  McKinney,  of  •  Cleveland,  of 
Corrigan  &  McKinney,  told  me  he  thought  our  sorting  was  worth 
15  to  25  cents  a  ton  to  him. 

Mr.  Gardner.  Is  the  ore  handled  when  it  is  sorted,  other  than 
putting  it  on  board  the  vessel  ?  So  much  is  taken  from  one  pocket 
and  so  much  from  another  ? 

Mr.  Hill.  Oh,  no.  It  is  dumped  from  the  car  into  the  pockets. 
It  has  to  be  sorted,  so  that  the  cargo  wiU  run  about  uniform  value. 

The  Chairman.  Is  that  done  by  dumping,  by  selection  of  the  cars, 
in  order  to  dump  the  cars,  or  by  selection  of  pockets,  when  dumping 
into  the  pockets  ? 

Mr.  Hill.  The  ore  goes  out  of  the  car  and  into  the  pocket,  and 
goes  from  the  pocket  into  the  ship. 

The  Chairman.  I  thoroughly  understand  that,  but  you  do  not 
sort  this  ore  with  a  shovel  ? 

Mr.  Hill.  Oh,  no.  In  sorting  it  by  the  shovel  full  you  would 
have  to  analyze  every  shovel,  and  you  would  never  get  through. 

Mr.  Young.  As  I  understand  it,  for  instance,  if  ore  had  been  sold, 
we  wiU  say,  at  55,  you  might  take  from  one  pocket  of  60  and  another 
pocket  of  50  and  put  them  together  and  get  an  average  of  55  ? 

Mr.  Hell.  Yes. 

Mr.  Young.  That  is  what  you  mean  by  sorting  ? 

Mr.  Hill.  Yes,  sir.*  With  one  carload  that  might  run  60  and  with 
another  50  and  by  putting  them  together  you  would  get  an  average 
of  55,  if  they  were  of  the  same  weight. 
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Mr.  Gardner  You  already  know  what  your  carload  contains 
when  it  arnves  there  ? 

Mr.  Hill.  The  contents  of  the  cars  I  think  are  known:  that  is  mv 
understanding.  ^ 

The  Chairman.  Not  to  interrupt,  but  I  want  to  get  that  straight 
Your  cars  run  oyer  these  great  big  pockets,  and  they  are  dumped 
from  the  bottom  ?  ^ 

Mr.  Hill.  They  are  dumped  into  the  pockets. 
The  Chairman.  You  know  just  what  is  in  your  car  when  it  eoes 
out  on  the  pocket  ? 
Mr.  Hill.  Yes. 

The   Chairman.  And   you   so   distribute   your   cars   over   those 
pockets  as  to  give  a  certain  metalhc  content  that  you  want  to  each 
pocket;  is  that  not  right? 
Mr.  Hill.  Yes. 

The  Chairman.  And  that  effort  of  sorting  consists  in  the  trouble 
and  time  of  switching  in  and  arranging  these  cars  ? 
Mr.  Hill.  And  the  expense. 
The  Chairman.  It  is  a  switching  proposition  ? 
Mr.  Hill.  It  takes  great  care. 

Mr.  Gardner.  If  I  understand  the  chairman  right,  in  that  sorting 
you  take  so  much  from  pocket  A,  and  so  much  from  pocket  Q  ? 

The  Chairman.  No;  you  take  it  from  car  A  and  put  it  in  a  certain 
pocket,  and  from  car  B,  and  put  it  in  a  certain  pocket.  This  sorting 
means  the  selection  of  cars  when  they  are  dumped  iato  certain 
pockets. 

Mr.  Young.  Then  you  also  sort,  I  presume,  sometimes  in  loading 
the  vessel  % 
Mr.  Hill.  Probably  so;  I  am  not  familiar  with  that. 
Mr.  Young.  Does  this  cost  much,  if  anything,  more  than  it  would 
to  dump  those  cars  in  the  first  pocket  they  came  to  % 
Mr.  Hill.  Oh,  very  much  more. 
Mr.  Young.  Why  so  ? 

Mr.  Hill.  Because  each  car  has  to  be  put  in  a  certain  place.  If 
you  could  take  a  string  of  cars  and  put  them  in  on  the  dock  and  dump 
them  all,  it  would  be  a  simple  thmg.  But  each  car  has  to  go  to  a 
pocket  containing  ore  of  certain  value.  You  have  got  to  know  as  you 
are  going  along. 

Mr.  Young.  That  requires  the  breaking  up  of  the  train,  and  the 
handling  of  practically  each  car  with  an  engine  separately? 

Mr.  Hill.  They  are  run  over  a  hump  and  weighed;  they  are  all 
weighed,  each  car  by  itself.  Then  they  are  sorted  to  the  pockets  on 
the  dock,  which  is  quite  a  large  undertaking,  and  the  dock  does  the 
work.     It  is  heavy  work. 

Another  thing  about  it:  It  is  heavy  business,  the  dumping  of  ore, 
letting  the  heavy  ore  fall  into  the  empty  pockets.  It  requires  con- 
stant watchfulness  and  repair  to  keep  the  doclis  in  repair. 

Mr.  Young.  Do  you  remember  about  what  year  the  yearly  tonnage 
of  that  road  in  ore,  about  how  much  ore — well,  for  instance,  in  1910, 
how  much  ore  you  shipped  over  your  road  ? 
Mr.  Hill.  About  8,000,000  tons. 

Mr.  Young.  As  many,  or  less 

Mr.  Hill.  Maybe  less. 

Mr.  Young  (continuing).  In  1911? 
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Mr.  Hill.  No,  I  think  a  little  more. 

Mr.  Young.  Nine  millions  ? 

Mr.  Hill.  I  think  over  ten. 

Mr.  Young.  Is  not  that  a  very  profitable  business  at  the  rate  you 
liave  been  getting,  at  80  cents? 

Mr.  Hill.  That  would  depend  on  how  it  is  handled. 

Mr.  Young.  Well,  in  the  way  you  handle  it.  I  suppose  you  handle 
that  skillfully  and  in  a  busuiesslike  way  ? 

Mr.  Hill.  Well,  you  could  under  ordinary  conditions  handle  it 
so  as  to  lose  money. 

Mr.  Young.  What  is  your  average  train  of  cars;  how  many  cars 
to  a  train  ? 

Mr.  Hill.  It  used  to  be  40 ;  we  got  it  up  to  50,  we  got  it  up  to  60, 
we  got  it  up  to  80,  and  we  got  it  finally,  this  year,  up  to  100,  and 
occasionally  something  over  100. 

Mr.  Young.  A  single  engine  ? 

Mr.  Hill.  With  a  single  engine,  but  they  are  specially  buUt  engines. 

Mr.  Young.  What  do  .they  call  them? 

Mr.  Hill.  The  type  that  we  used  last  year  was  a  Malay.  It  is 
practically  two  engines  with  one  boUer. 

Mr.  Young.  It  is  really  a  double  engine  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  What  are  the  grades  on  that  road  ? 

Mr.  Hill.  The  grade  from  the  mine,  I  think,  the  maximum,  is 
four-tenths  of  1  per  cent. 

Mr.  Young.  That  is  down  toward  the  lake  ? 

Mr.  Hill.  No  ;  that  would  be  adverse. 

Mr.  Young.  Where  is  that  adverse  grade  ? 

Mr.  Hill.  Coming  to  the  crossing  of  the  Cloquet  River,  and  one  or 
two  other  places  along  the  range. 

Mr.  Young.  Does  this  one  engine  carry  as  high  as  a  hundred  cars 
over  those  grades,  or  do  they  have  help  ? 

Mr.  Hill.  No ;  the  ore  is  gathered  up  from  the  mines  and  brought 
to  central  yards,  from  which  the  train  going  to  the  lake  is  made  up. 
Part  of  the  service  is  gathering  it  and  bringing  it  to  these  central 
points,  and  then  the  train  is  made  up  and  carried  to  the  dock  at 
AUuez. 

Mr.  Young.  StUl,  these  engines  do  take  as  many  as  100  cars  over 
these  grades  of  which  you  have  spoken  ? 

Mr.  Hill.  Yes. 

Mr.  Young.  How  many  tons  to  the  car,  on  the  average  ? 
f^^r.  Hill.  They  will  run  on  the  average,  if  they  are  loaded  full, 
about  100,000  pounds,  and  that  would  be  43  or  44  gross  tons. 

Mr.  Young.  They  average  43  or  44  gross  tons  ? 

Mr.  Hill.  Hardly. 

Mr.  Young.  Over  42,  say  ? 

Mr.  Hill.  Speaking  from  recollection,  I  should  say  they  would 
run  from  40  to  43  or  44. 

Mr.  Young.  Gross  tons  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  You  are  paid,  of  course,  on  your  freight  by  the  gross 
ton? 

Mr.  Hill.  Yes;  by  the  gross  ton.  That  is  12  per  cent  more  than 
the  net  ton. 
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The  Chairman.  My  understanding  is  that  these  cars  are  standard- 
ized at  50  tons  ? 

Mr.  Young.  Fifty  net  tons  ? 

Mr.  Hill.  Their  capacity  is  100,000  pounds,  but  the  rate  is  on 
gross  tons,  which  is  2,240  pounds  to  the  ton. 

Mr.  Young.  These  Malay  engines  haul  115  cars,  do  they  not? 

Mr.  Hill.  If  everything — the  rail,  the  day,  etc. — was  favorable, 
you  might  get  over  the  road  with  110  to  115,  but  you  would  not,  as 
a  rule. 

Mr.  Young.  But  I  understood  you  to  say  you  got  over  with  100 
this  year  ? 

Mr.  Hill.  They  have  hauled  100  in  a  regular  way,  and  then  less 
than  that.     I  think  we  haul  more  than  anybody  else. 

The  Chairman.  I  do  not  want  to  interriipt  there,  but  the  test  of 
your  capacity  is  the  back  haul,  is  it  not  ?  The  test  on  the  length  of 
your  trains  is  not  the  haul  down,  but  the  haul  back;  is  not  that  true  ? 

Mr.  Hill.  Oh,  no. 

Mr.  Young.  You  stated  there  are  some  up  grades  of  a  Uttle  over 
four-tenths  of  1  per  cent. 

Mr.  Hill.  Four-tenths  of  1  per  cent. 

Mr.  Young.  That  would  make  something  over  4,000  tons  to  a 
train? 

Mr.  Hill.  Yes;  4,000.     That  would  be  a  pretty  high  average. 

Mr.  Young.  And  an  average  haul  of  about  100  miles. 

Mr.  Hill.  One  hundred  and  ten  miles. 

Mr.  Young.  What  would  that  rate  be  per  train-mile  ? 

Mr.  Hill.  The  docking  would  have  to  come  out  of  that. 

Mr.  Young.  What  would  you  figure  for  the  docking? 

Mr.  Hill.  I  think  it  is  20  cents.  I  think  that  is  based  on  the 
terminal  cost  of  handling  wheat,  which  is  25,  and  the  cost  of  handling 
coal  in  New  York,  through  the  docks,  through  the  coal  dumps.  The 
docks  is  25  cents  a  ton,  and  the  ore  rate  was  20. 

Mr.  Young.  The  docks,  however,  are  owned  by  the  railroad  com- 
pany, are  they  not  ? 

Mr.  Hill.  I  believe  they  are  owned  by  the  trustees. 

Mr.  Young.  The  trustees  of  this  ore,  you  mean  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  The  Great  Northern  Ore  Co.  ? 

Mr.  Hill.  I  think  so.     That  is  my  recollection. 

Mr.  Young.  What  allowance  do  they  get  then  out  of  a  dollar  ? 

You  do  the  work  ?  ■    i  •  j 

Mr.  Hill  No;  they    do    their    own    sorting    and    switching    and 

docking. 
Mr.  Young.  They  get  the  20  cents  ? 
Mr.  Hill.  They  get  the  20  cents. 
Mr.  Young.  That  is,  the  railroad  company  collects  the  80  cents  ? 

Mr.  Hill.  Yes.  .,      ,     ,  .  „^        ^        ^ 

Mr.  Young.  And  pays  over  to  the  docking  company  20  cents  out 

of  that? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  And  retains  60  ? 

Mr.  Hill.  Yes.     Under  the  new  rate  of  60,  that  would  have  to  be 

reduced well,  I  do  not  know;  but  I  should  say  it  would  have  to  be 

reduced,  if  they  can,  to  15. 
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Mr.  Young.  The  docking  i 

Mr.  Hill.  The  repairs  and  renewals  of  these  docks — they  are  very- 
perishable.  They  have  to  be  renewed  every  10  years,  and  they  are 
very  expensive.  That  is,  those  that  are  built  of  wood.  The  last  one 
was  buut  of  steel  and  concrete.  But  for  business  that  would  wind 
itself  up  in  20  or  30  years,  and  the  whole  plant  have  to  be  thrown 
away,  the  railroad  company  preferred  that  the  trustees  would  build 
their  own  docks. 

Mr. 'Young.  Does  this  road  that  handles  the  ore  handle  much  of 
any  other  freight  ? 

Mr.  Hill.  Practically  no  other  freight.  There  is  very  little  return. 
They  have  to  run  two  train  miles  to  get  one  loaded  mile. 

Mr.  Young.  That  is,  they  come  back  empty,  you  mean  ? 

Mr.  Hill.  Yes.  The  cars  are  such  cars  as  can  not  be  used  for  any 
other  purpose.  They  are  a  peculiar  car.  They  are  short,  and  are 
made  to  fit  the  old  docks,  the  old  Lake  Micmgan  and  Marquette 
docks.     The  hatches  of  the  vessels  were  made  to  fit  them. 

Mr.  Young.  Do  you  use  a  steel  car  ? 

Mr.  Hill.  We  use  a  steel  car;  we  have  some  wooden  cars,  but 
mostly  they  are  steel. 

Mr.  Young..  Have  you  any  passenger  traffic  ? 

Mr.  Hill.  Very  little.     I  think  there  is  one  train  a'  day. 

Mr.  Young.  So  practically  aU  the  income  of  the  road  is  from 
the  ore  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  Is  this  portion  of  your  system  which  carries  the  ore 
kept  separately;  do  you  keep  the  accounts  of  its  earnings  and 
expenditures  separately  ? 

Mr.  Hill.  No.  That  division  is  about  140  or  150  miles  which 
handles  the  ore. 

Mr.  Young.  Is  that  a  separate  division  by  itself? 

Mr.  Hill.  No;  the  division  has  some  350  or  360  miles. 

Mr.  Young.  I  suppose  you  have  made  estimates  as  to  the  profits 
on  this  ore  carried  on  this  road  ? 

Mr.  Hill.  I  do  not  recall  any  estimates.  They  would  only  be 
estimated.  You  could  get  approximately  the  cost  per  nule  of  train 
service,  but  the  maintenance  of  the  line  or  that  portion  of  the  line 
used  for  other  business,  would  have  to  be  appropriated  or  allocated 
on  some  basis.     It  would  be  very  diBBcult. 

Mr.  Young.  How  would  the  cost  of  hauling  ore  on  your  road  com- 
pare with  the  cost  of  hauling  ore  on  the  Missabe  &  Northern  ? 

Mr.  Hill.  There  is  not  so  much  difference. 

Mr.  Young.  It  is  about  the  same  ? 

Mr.  Hill.  I  think  they  have  a  much  heavier  grade  going  up  from 
the  Lake.  I  think  that  is  what  you  had  in  mind,  that  their  load  was 
controUed 

The  Chairman  (interposing) .  They  have  about  500  feet  there  in 
about  8  or  10  miles. 

Mr.  Hill.  Well,  we  get  up  the  hiU;  we  use  that  line  for  all  our 
business  going  west,  directly  west  from  the  head  of  Lake  Superior, 
and  our  maximum  grade  I  think  is  four-tenths  of  1  per  cent. 

Mr.  Young.  So  if  there  is  any  difference  your  cost  would  be  shghtly 
less  than  theirs  ? 
tv;^]Mr.  Hill.  There  is  very  Httle  difference. 
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The  Chaikman.  How  far  is  Duluth  from  Proctor  Knot  ? 

Mr.  Reed.  I  don't  know. 

Mr.  Hill.  I  do  not  know.     I  do  not  know  where  Proctor  Kjiot  is. 

Mr.  Young.  The  information  we  have  taken  from  the  report  of  the 
Missabe  &  Northern,  for  instance— which  does,  I  take  it,  the  same 
kiad  of  busiaess  your  road  does — shows  very  extraordiaary  profit  on 
the  ore  business. 

Mr.  Hill.  That  depends,  I  think,  on  how  they  kept  their  accounts. 

Mr.  Young.  I  am  not  certain  about  the  figures,  but  I  think  they 
run  as  high  as  300  per  cent  per  annum. 

Mr.  Hill.  I  would  like  to  naTe  some  railroad  that  would  earn  a 
small  portion  of  that. 

Mr.  Young.  We  would  like  to  get,  if  we  could,  Mr.  HUl,  the  exact 
facts  about  this. 

Mr.  Hill.  Well,  now,  I  can  show  you.  The  best  estimate  I  could 
make  is  that  it  would  cost  from  $550  to  $600,  to  run  a  train  up  to 
the  miae  and  back,  account  of  maintenance  and  everything  else, 
because  it  is  a  rough,  heavy  business.  The  cars  are  loaded  with 
steam  shovels.  That  steam  shovel  gets  2^  or  2  cubic  yards,  which 
would  be  5  tons.  They  are  in  a  hurry,  and  swinging  around  if  they 
happen  to  hit  the  side  of  a  car,  it  does  not  do  the  car  any  good. 

It  has  a  rough,  hard  usage.  The  repairs  to  these  cars  is  quite  an 
item.  They  are  good  for  nothing  else.  And,  too,  the  railroad  would 
only  be  operated  on  a  profit  for  seven  months  ia  the  year. 

Mr.  Young.  What  does  this  $550  or  $600  include « 

Mr.  Hill.  That  includes  the  moving  of  the  train  ? 

Mr.  Young.  The  maintenance  of  the  track  ? 

Mr.  Hill.  The  maintenance  of  the  track. 

Mr.  Young.  And  the  cars  ? 

Mr.  Hill.  And  the  cars,  the  superintendence,  the  dispatching,  and 
so  on. 

Mr.  Young.  Everything  except  the  interest  on  the  investment  ? 

Mr.  Hill.  Yes. 

Mr.  Young.  And  the  general  superintendence  ? 

Mr.  Hill.  At  60  cents  for  hauHng  the  ore,  after  paying  the  sorting 
and  docking  and  delivery,  you  have  to  carry  about  a  thousand  tons 
to  pay  your  expenses.  When  you  stop  to  think  that  350  tons  is  the 
average  load  in  the  United  States  of  a  train,  you  will  see  that  the 
ore  could  not  be  moved  unless  you  could  move  it  in  very  large  train- 
loads. 

Mr.  Young.  Well,  you  are  carrying  approximately  4,000  tons  ? 

Mr.  Hill.  We  are  trying  to. 

Mr.  Young.  And  if  1,000  tons  pays  your  entire  expense,  the  3,000 
tons  would  be  clear  profit;  that  would  be  300  per  cent? 

Mr.  Hill.  I  think  that  we  have,  outside  of  the  docks,  about  twenty- 
four  or  twenty-five  million  dollars  invested  in  the  property  that  is 
handUng  ore,  and  that  all  has  to  be  thrown  away  within  a  short  time; 
that  is,  when  the  ore  is  exhausted. 

Mr.  Young.  You  mean  that  your  railroad  and  its  equipment  and 
so  on- 


Mr.  Hill.  You  could  not  use  the  equipment  for  anything  else  ? 
Mr.  Young.  It  makes  about  $24,000,000  invested  in  the  road  and 
equipment. 

Mr.  Hill.  Yes. 
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Mr.  Young.  You  have  to  earn  of  course  the  interest  on  that  money. 

Mr.  Hill.  Yes.  That  road  was  built  without  bonds.  It  was 
built  with  the  proceeds  of  stock  sold  at  one  hundred  cents  on  the 
doUar  and  the  stockholders  expected  something  for  their  investment, 
and  they  have  alway^s  been  able  to  get  it. 

Mr.  Young.  As  I  understand  it,  you  carried  last  year  something 
over  10,000,000  tons  at  60  cents.  That  would  be  16,000,000.  The 
actual  cost  of  doing  the  business  aside  from  this  interest  would  be 
only  $1,500,000. 

Mr.  Hill.  That  was  carried  during  the  summer  months.  You 
liave  to  carry  the  cost  through  the  winter,  repair  your  outfit,  and  so 
on,  so  you  can  not  make  that  up  until  the  end  of  the  year.  I  can 
give  you  the  year  ending  1911. 

Mr.  Young.  I  would  be  very  glad  to  have  it. 

Mr.  Hill.  The  Great  Northern  Railroad  paid  its  interest  and 
dividends  and  had  something  over  $2,000,000  as  a  surplus. 

Mr.  Young.  That  is  the  whole  system  ? 

Mr.  Hill.  Yes,  sir.     The  accounts  are  kept  for  the  whole  system. 

The  Chairman.  Would  you  really  earn  that  amount  of  money  ? 

Mr.  Hill.  Did  they  earn  that  ? 

The  Chairman.  Yes;  or  was  that  merely  a  method  of  bookkeeping  ? 

Mr.  Hill.  Oh,  no;  that  is  what  it  earned.  Our  accounts  are 
kept  under  the  supervision  and  direction  of  the  Interstate  Commerce 
Commission,  and  they  are  reported  to  them. 

Mr.  Young.  To  go  back  to  this  ore  business,  as  I  understand  it,  you 
would  receive  for  handling  the  ore  $6,000,000.  The  cost  of  doing  the 
business,  maintenance,  etc.,  would  be  $1,500,000,  leaving  you  $4,500,- 
000  for  interest  on  $24,000,000,  less  fixing  up  your  ec[uipment. 

Mr.  Hill.  And  your  railroad.  It  is  very  heavy  service,  the  heaviest 
service  I  know  of  anywhere.  The  rails  wear  out  on  what  we  call 
the  hill.  Although  going  to  the  mines  it  is  a  grade  of  four-tenths 
of  1  per  cent,  the  raus  wear  out  every  season,  and  sometimes  faster 
on  the  curves. 

But  let  me  suppose.  Suppose  we  use  ordinary  good  standard 
engines;  suppose  we  use  ordmary  good  standard  engines. 

Mx.  Young.  Yes. 

Mr.  Hill.  About  1,000  tons  would  be  the  maximum  load  they 
could  haul.  If  we  could  not  devise  any  scheme  that  would  enable  us 
to  make  a  profit^  then  there  would  be  no  reason  why  we  should  not 
use  standard  engines  and  let  the  cost  be  as  high  as  we  could  make  it. 

I  do  not  think  because  we  have  spent  an  enormous  amount  of 
money  to  get  a  good  road,  with  the  best  equipment  and  best  special 
engines  that  could  be  made,  that  we  should  not  be  allowed  to  realize 
any  benefit  from  it. 

Mr.  Young.  I  tlunk,  Mr.  Hill,  you  ought  to  have  a  very  liberal 
profit  for  your  energy  and  foresight  and  forethought. 

Mr.  Hill.  You  can  count  the  rate  for  next  year  at  60  cents. 
That  will  be  the  Igwest  rate  that  tonnage  is  carried  for  in  the  United 
States. 

Mr.  Young.  Any  kind  of  tonnage  ? 

Mr.  Hill.  Any  kiad. 

Mr.  Gardner.  Let  me  understand  what  you  mean  by  that.  Are 
you  deducting  the  20  cents  docking  charge  there  ? 

Mr.  Hill.  No;  I  was  figuring  on  15  or  16;  something  like  that. 
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Mr.  Gardner.  That  is  45  cents  straight. 

Mr.  Hill.  Remember,  if  you  had  a  three  or  four  hundred  mUe 
haul,  the  rate  per  ton  per  mue  could  be  made  much  lower. 
Mr.  Gardner.  Of  course. 

Mr.  Hill.  Because  you  have  got  terminal  service  at  each  end  of 
the  lOO-mUe  haul. 

Mr.  Gardner.  1  was  not  disputing  that.     What  1  wanted  to  get 
at  was  the  meaning  of  your  statement;  how  much  you  were  allowing 
for  docking  charge  out  of  that  60-cent  rate. 
Mr.  Hill.  That  would  be  15  or  16  cents;  something  of  that  kind. 
Mr.  Gardner.  Instead  of  20,  as  it  is  at  present  ? 
Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  In  other  words,  45  or  44  cents  ? 
Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  The  railroad  rate  would  be,  in  your  opinion,  the 
lowest  charge  ? 

Mr.  Hill.  For  any  haul  of  a  hundred  mUes. 
Mr.  Gardner.  For  any  short  haul  of  a  heavy  commodity  ? 
Mr.  Hill.  Yes,  sir.     Now,  take  Marquette.     What  is  the  distance 
from  the  mines  down  to  Marquette  ? 

Mr.  YoiJNG.  From  Ishpeming  it  is  only  15  miles.  From  Republic 
it  is  37  miles.  The  rate  is  the  same.  The  bulk  of  the  ore  is  at  Ish- 
peming and  Negaunee. 

Mr.  Hill.  Wnat  is  the  distance,  15  or  16  mUes? 
Mr.  Young.  Fifteen  from  one  and  18  from  the  other. 
Mr.  Hill.  Say  20;  that  would  make  two  round  trips  a  day  that 
they  can  do.     We  can  make  half  a  trip  a  day.     That  is,  100  miles  is 
a  day's  work,  and  we  have  to  run  220  miles  to  make  a  round  trip. 
We  would  make  a  half  round  trip  in  a  day,  and  they  can  make  two 
round  trips  in  a  day  with  a  locomotive.    They  get  a  higher  rate  per 
ton  per  naile  than  we  do,  although  the  rate  is  lower. 
Mr.  Young.  Yes;  but  that  includes  the  docking  charge,  too  ? 
Mr.  Hill.  So  does  ours.     What  is  their  rate? 
Mr.  Young.  Of  course  the  docks  are  owned  by  the  railroad  com- 
pany? 
Mr.  Hill.  Yes. 

Mr.  Young.  So  that  you  can  not  separate  them? 
Mr,  Hill.  Yes. 

Mr.  Young.  But  on  your  theory  that  a  fair  docking  rate  would  be 
20  cents,  it  would  leave  them  but  5  cents  for  carrying  ore;  or  if  it  was 
15  cents,  it  would  leave  them  but  10? 

Mr.  Hill.  I  thought  the  Marquette  rate 

Mr.  Young  (interposing).  Was  25. 

Mr.  Hill.  I  thought  it  was  30  or  40  cents.  It  is  a  switching 
proposition. 

Mr.  Young.  The  Escanaba  rate  is  40  cents,  and  that  is  a  65-mile 
haul.  On  a  haul  from  Ishpeming,  at  a  15-cent  docking  charge,  they 
would  be  getting  but  10  cents  asi  against  your  45? 

Mr.  Hill.  The  Duluth,  South  Shore  &  Atlantic  haul  some  of  that 
ore. 
Mr.  Young.  Yes. 

Mr.  Hill.  What  does  their  stock  sell  for  ? 

Mr.  Young.  That  road,  as  you  know  a  great  deal  better  than  I 
do 
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Mr.  Hill  (interposing).  I  do  not  know  much  about  it. 

Mr.  YoTJNG  (continuing).  Runs  through  a  great  deal  of  country 
where  there  is  very  little  return. 

Mr.  Hill.  The  Lake  Shore  runs  along  the  south  shore  of  Lake  Erie, 
and  that  runs  along  the  south  shore  of  Lake  Superior. 

Mr.  Young.  Yes.  There  is  a  very  sparse  population  in  northern 
Michigan.  Many  miles  of  that  road  run  at  a  loss,  of  course.  That 
road  has  never  paid  a  dividend. 

Mr.  Hill.  No;  and  has  not  paid  expenses,  has  it? 

Mr.  Young.  Well,  it  has  not  always  paid  the  interest  on  its  bonds. 
The  Canadian  Pacific  has  sometimes  had  to  do  it,  but  that  is  not 
because  of  the  trouble  in  the  ore  traflfic.  It  is  because  of  this  long 
distance  outside  of  the  ore  country  which  gives  them  very  little 
business. 

Mr.  Hill.  But  the  railroads  are  assured  of  their  business  as  a  whole. 

Mr.  Young.  Oh,  yes;  the  Chicago  &  Northwestern,  I  believe,  has 
been  reasonably  profitable. 

Mr.  Hell.  Yes,  fairly. 

Mr.  Young.  That  rate  is  40  cents,  and  taking  out  your  15-cent 
dockage  charge,  that  would  leave  25  cents. 

Mr.  Hill.  For  what  distance  ? 

Mr.  Young.  Sixty-five  mUes. 

Mr.  Hill.  Very  well.  And  the  other  would  leave  45  cents  for  115 
mUes. 

Mr.  Young.  Yes;  but  is  it  not  true,  Mr.  Hill,  that  the  longer  haul 
can  be  made  at  a  much  less  rate  per  mile  than  a  short  haul  of  20  or 
60  miles « 

Mr.  Hill.  No;  the  60  miles  would  be  a  swing  run.  They  would 
run  out  and  back  the  same  day.  They  make  a  round  trip  a  day,  and 
it  takes  us  two  days  to  make  a  round  trip. 

Mr.  Young.  That  is  120  miles. 

Mr.  Hill.  They  make  that.  They  do  not  pay  a  day's  work  for  65 
mUes,  do  they  ? 

Mr.  Young.  No;  I  think  not. 

ilr.  Hell.  They  make  a  round  trip,  what  is  called  a  swing  run. 

Mr.  Young.  Of  course,  they  pay  for  more  hours. 

Mr.  Hill.  And  so  do  we. 

Mr.  Young.  You  pay  for  the  actual  hours  you  run,  do  you  not  ? 

Mr.  Hill.  No;  we  pay  by  the  mile  and  the  hour.  That  is,  100 
nules  is  a  day's  work.  If  tliej^  make  that  in  6  hours  they  are  paid,  and 
if  they  run  115  miles  they  get  paid  for  15  miles  more. 

Mr.  Young.  So  you  regard  the  60  cents  as  a  very  reasonable  rate  ? 

Mr.  Hill.  A  very  low  rate.  Unless  the  railroad  should  prepare 
itself  at  great  expense  with  heavy  equipment,  rails  and  cars  ana  every- 
thing connected  with  it,  they  could  not  make  any  money.  Then 
when  they  are  through  they  can  not  use  that  equipment  anywhere 
else.     It  has  got  to  stand  idle  five  months  in  the  year. 

Mr.  Young.  Then  would  you  say  the  reason  of  these  profits,  I 
might  say  ahnost  extraordinary  profits,  were  the  exceptional  condi- 
tions there,  having  a  tremendous  tonnage,  good  grades,  very  large 
investment  in  the  road,  and  excellent  facilities  for  doing  business  ? 

Mr.  Hill.  The  best  facihties  that  the  human  mind  can  contrive.  I 
think  under  ordinary  conditions  that  the  human  mind  can  contrive. 
I  think  under  ordinary  conditions  under  which  freight  is  moved,  those 
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rates  would  make  a  loss.     It  has  got  to  be  borne  in  niind  that  it  is  a 
special  service  with  equipment  that  can  not  be  used  anywhere  else 

Mr.  Young.  I  understand. 

Mr.  Hill.  And  when  you  are  through  with  it  you  have  to  throw  it 
away.     Those  cars  wiE  hold  about  15  to  18  tons  of  coal. 

Mr.  Young.  Yes. 

Mr.  Hill.  Well,  nobody  wants  to  haul  a  coal  car  unless  it  will  carry 
40  or  50  tons  of  coal;  it  is  not  profitable  unless  you  can  do  that. 

Mr.  Young.  I  suppose  you  haul  coal  back  when  you  can  get  it,  in 
those  cars  ? 

Mr.  Hill.  Very  little. 

Mr.  Young.  You  hauL  back  what  you  can  get  to  haul  ? 
^   Mr.  Hill.  There  is  nothing  to  go  back  of  any  consequence.    There 
IS  some  coal,  but  I  think  the  company's  coal  is  usually  hauled  up  in 
coal  cars  of  50  tons. 

Mr.  Young.  These  figures  of  yours  as  to  the  $24,000,000;  is  that  the 
actual  cost,  or  is  that  a  loose  estimate  ? 

Mr.  Hill.  It  is  an  estimate,  but  I  think  it  is  below  the  actual  cost. 

Mr.  Young.  What  could  you  replace  that  road  for  now,  and  the 
equipment  ? 

Mr.  Hill.  I  do  not  thiak  you  could  replace  it  for  $30,000,000. 

Mr.  Young.  You  think  it  would  cost  more  now  than  it  did  when  it 
was  built  ? 

Mr.  Hill.  Oh,  yes;  and  the  right  of  way  would  cost  a  great  deal 
more. 

There  is  anther  question.  It  is  an  expensive  road  to  build.  A 
great  deal  of  it  was  built  on  peat  bog.  Those  peat  bogs  had  to  be 
drained.  One  place  we  had  to  build  about  35  mues  of  ditches,  6  or  8 
feet  deep,  so  as  to  draw  the  water  out  of  the  bog  and  have  it  settle. 
The  mam  portion  of  the  road,  running  in  one  direction,  empties  in 
another,  and  the  track  would  creep  as  much  as  four  and  five  feet  in  a 
day.  We  had  to  make  the  embanlanent  very  wide,  and  then  use  ties 
18  feet  long  and  let  them  project — stagger  them,  alternately,  on  one 
side  and  the  other. 

Mr.  Young.  How  would  the  cost  of  building  your  road  compare 
with  the  cost  of  the  Missabe  &  Northern  ? 

Mr.  Hill.  I  do  not  know. 

Mr.  Young.  You  are  familiar  with  that  road  ? 

Mr.  Hill.  I  have  never  been  over  it.  I  have  never  been  over  a 
foot  of  it,  that  I  know  of. 

As  to  these  bogs,  I  know  of  one  case  where  we  took  old  iron  and 
light  engines — laid  them  on  the  frozen  earth;  shoveled  it  off  and 
leveled  it  up,  wedged  it  up,  and  hauled  the  material  in  from  gravel 
pits,  some  20  or  25  miles;  put  the  grade  in  that  way.  It  would  sink 
anywhere  from  3,  4,  and  6  feet  in  the  month. 

You  have  got  to  have  a  very  permanent  railroad  in  order  to  carry 
the  load  that  we  carry. 

Mr.  Young.  How  heavy  a  rail  do  you  use  there  ? 

Mr.  Hill\  Ninety  pounds.  There  are  a  great  many  changes  about 
the  mines,  you  Icnow,  handhng  a  thousand  cars  in  a  day.  A  thousand 
cars  would  be  between  5i  and  6  miles  long  if  put  in  one  train.  These 
yard  tracks  and  tracks  at  the  mines  have  to  changed  continually. 
They  are  shoveling  the  ore  out,  and  where  the  track  was  to-day,  a 
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week  hence  the  ore  would  be  shoveled  out  maybe  25  feet  below_it. 
There  is  a  great  expense  attending  the  changing  of  the  tracks. 

Mr.  Young.  Do  you  have  a  single  or  double  track  ? 

Mr.  Hill.  We  really  have  three  tracks  going  into  the  mines  now. 
But  where  we  go  into  the  mines  it  is  double  tracked. 

Mr.  Gardner.  I  have  a  few  questions  that  I  would  like  to  ask  Mr. 
HUl,  if  we  are  to  go  on. 

Mi.  Hill.  I  have  a  great  deal  to  do,  and  if  the  committee  can  get 
through  with  me  to-day  it  would  be  a  great  favor.  I  will  try  and 
answer  every  question.  I  have  not  a  thing  to  conceal  about  this. 
I  want  to  be  entirely  frank  with  you. 

Mr.  Young.  I  have  no  doubt  about  that. 

Mr.  Hill.  And  any  information  or  Ught  I  can  throw  on  it,  I  am 
very  glad  to  do  it. 

The  Chairman.  We  wiU  do  the  best  we  can.  This  is  a  very  im- 
portant matter. 

Mr.  Bartlett.  What  is  the  charge  per  ton  per  mile  for  hauling 
freight  ? 

Mr.  Hill.  It  depends  altogether  on  the  amount  of  freight  and 
what  the  freight  is. 

Mr.  Bartlett.  Take  ore. 

Mr.  Hill.  It  depends  on  the  amount  of  the  tonnage.  It  is  a  good 
deal  like  raising  a  tax.  For  instance,  railroads  have  got  to  have  so 
much  money  with  which  to  pay  operating  expenses,  taxes,  and  return 
on  the  investment.  It  has  got  to  have  so  much  money.  If  it  had 
100,000  tons,  and  it  had  to  raise  $100,000,  it  would  have  to  make  a 
profit  of  $1  a  ton.  If  it  had  200,000  tons,  50  cents  a  ton  would  give 
It  the  1100,000.  If  it  had  400,000  tons,  25  cents  a  ton  profit  would 
give  it  the  $100,000. 

It  is  ahnost  like  levying  a  tax.  If  it  is  a  frontage  tax,  the  more 
feet  you  have  to  distribute  the  amount  over,  the  less  it  will  be  per 
foot,  and  the  more  tons  you  have  to  distribute  it  over,  the  less  it  will 
be  per  ton  per  mile. 

Mr.  Bartlett.  Taking  all  those  things  into  consideration,  what 
would  be  a  reasonable  ton-mile  raUroad  charge  for  hauling  that  sort 
of  freight  ? 

Mr.  Hill.  It  depends  on 

Mr.  Bartlett  (interposing).  If  you  went  before  a  railroad  com- 
mission, where  your  rates  were  charged  as  being  unreasonable. 

Mr.  Hill.  I  will  try  and  answer  that.  If  you  could  get  a  low  grade — 
if  you  can  get  a  grade  of  16  or  21  feet  to  the  mile,  you  can  make  an 
entirely  different  rate  from  what  you  could  with  40  or  50  feet  to  the 
imle,  or  52.8,  which  is  1  per  cent. 

It  depends  on  the  load  ypu  carry.  It  is  just  the  same  as  you  are 
running  a  stage,  and  the  stage  has  seats  for  16  passengers.  Now, 
whether  you  are  carrying  the  full  number  or  carrying  8,  it  would  be 
very  difficult  to  figure  the  difference  in  the  cost. 

Mr.  Bartlett.  It  would  cost  you  almost  the  same. 

Mr.  Hill.  Almost  the  same.  If  you  are  carrying  %  load  of  brick,  il 
you  had  a  big  strong  pair  of  mules  or  heavy  horses,  or  a  big  truck  and  a 
paved  road,  you  would  haul  2,000  brick  in  a  load,  and  you  pay  the 
teamster.  If  you  had  a  poor  road,  a  light  wagon,  and  hauled  five  or 
six  or  eight  hundred  bricK,  it  would  cost  you  about  the  same.  You 
have  to  pay  the  man. 
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^^he  Chairman.  At  that  point,  Mr.  Hill,  how  many  miles  of  road 
are  there  in  the  system  ? 

Mr.  Hill.  About  7,500. 

The  Chairman.  Have  you  any  120  mUes  of  road  in  that  7,500  miles 
upon  which  the  traffic  is  as  dense  as  it  is  on  this  120  nules  of  road  ? 

Mr.  Hill.  No,  sir. 

The  Chairman.  Is  there  120  miles  of  road  in  the  world  where  the 
trafl&c  is  as  dense  as  it  is  over  this  road  ? 

Mr.  Hill.  Oh,  yes. 

The  Chairman.  Where  ? 

Mr.  Hill.  I  think  the  traffic  is  heavier  on  the  entire  Pennsylvania 
Road  between  Pittsburgh  and  Philadelphia. 

The  Chairman.  I  thought  perhaps  the  P.  &  L.  E.  might  approach  it. 

Mr.  Hill.  I  think  it  is  heavier,  on  the  average,  on  the  Pennsylvania 
Road.  The  average  for  the  Lake  Shore  Road  for  1,700  miles  and 
more  is  a  greater  density  of  traffic  for  the  whole,  light  and  heavy. 
And  they  run  the  year  around. 

The  Chairman.  That  is  where  they  have  four  or  five  crews  ?  I 
mean  for  the  season  when  they  are  running,  is  there  a  density  of 
traffic  on  it  ? 

Mr.  Hill.  Oh,  yes.  I  think  there  is  a  greater  density  of  traffic  on 
some  of  the  roads  than  with  us. 

The  Chairman.  What  time  intervenes  ordinarily  between  one 
train  of  cars  and  another,  on  your  road  ? 

Mr.  Hill.  I  do  not  know;  it  varies. 

The  Chairman.  Is  it  over  20  minutes? 

Mr.  Hill.  Oh,  yes;  two  hours.  As  a  general  thing  they  will 
start  in  the  evening;  they  will  load  during  the  day  and  start  down 
during  the  evening,  and  arrive  in  the  morning. 

Mr.  Bartlett.  Can  you  tell  what  the  Great  Northern  made  per 
ton  per  mile  on  its  system  last  year  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Bartlett.  What  was  it  ? 

Mr.  Hill.  Eight  and  one-tenth  mills. 

Mr.  Bartlett.  On  its  entire  system  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Bartlett.  What  did  this  road  earn? 

Mr.  Hill.  Per  ton  naile  ? 

Mr.  Bartlett.  Yes. 

Mr.  Hill.  I  do  not  know.  •    •  » 

The  Chairman.  How  many  miles  did  you  have;    120  miles,  is  it? 

Mr.  Hill.  One  hundred  and  fifteen.  It  is  all  merged,  and  I  gave 
the  average  of  the  whole  road.  The  average  of  the  railroads  of 
the  United  States  is  about  seventy-six  one-hundredths  of  a  cent. 
Our  average  is  8.1  mills.  ^-        h-kt    v         > 

Mr  Bartlett  You  stated,  m  answer  to  a  question  ot  Mr.  1  oung  s, 
you  thought  the  Steel  Corporation  would  have  been  derelict  of  their 
duty  if  they  had  not  availed  themselves  of  the  opportumty  to  pur- 
chase this  ore  ?  „  ,  .„  ^  ,  ,,  .,, 

Mr.  Hill.  I  should  have  felt  so,  if  I  was  one  of  the  responsible. 

oflB-CGrs 

Mr.  Bartlett.  Why  do  you  think  that  ?  . 

Mr  Hill  Because  you  must  bear  m  mmd  the  enormous  invest- 
ment,' the  enormous  plant,  that  they  own.  What  is  it  worth  if  they 
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have  not  got  ore  ?  What  will  they  do  with  it  if  thay  have  not  ore  1 
If  they  have  to  use  the  low-grade  ores,  thay  have  got  to  use  about  2 
tons  for  one.  They  have  to  pay  freight  on  it,  and  they  have  to  use 
fuel  to  carry  off  the  foreign  substances.     I  would  say  that  the  cost 

fer  ton  of  pig  iron  would  be  increased  from  50  to  60  and  65  per  cent, 
t  is  an  open  question  whether  somebody  would  not  within  the  two 
years  lay  down  in  Brooklyn  pig  iron  from  China  for  $17  a  ton. 

Mr.  Bartlett.  Would  you  think  it  a  little  derelict  in  them  to  give 
up  a  good  thing  hke  that  ? 

Mr.  Hill.  I  can  not  account  for  it,  and  will  not  try. 

Mr.  Reed.  If  you  would  like  to  read  the  Commissioner  of  Corpora- 
tion's criticism  of  it,  Mr.  HOI,  I  will  be  glad  to  give  you  a  copy. 

Mr.  Hill.  I  have  not  time.     I  started  to  read  it  and  did  not  finish 
it.     I  do  not  know  the  gentleman.     I  think  his  figures  are  all  correct. 
But  I  think  the  deductions  that  he  attempted  to  draw  were  not  such 
as  I  would  draw  if  I  was  trying  to  arrive  at  the  facts. 

Mr.  Bartlett.  It  is  much  more  important  for  them  to  have  this 
ore  property  now  than  it  was  in  1907  ? 

Ikfi-.  Hill.  I  think  it  was  very  important  at  both  times.  I  think  it 
important  for  them  to  have  it  as  soon  as  they  could  get  it. 

Mr.  Bartlett.  And  to  keep  it  as  long  as  tney  could. 

Mr.  Hill.  We  are  not  wearing  any  crape  because  they  surren- 
dered it. 

The  Chairman.  At  that  point  I  call  your  attention  to  one  thing, 
that  this  reduction  in  freight  rates,  as  far  as  the  ore  company  is  con- 
cerned, does  not  make  any  difference,  does  it,  to  them  ?  They  are  not 
hurt  by  it  ? 

Mr.  Hill.  No. 

The  Chairman.  Your  leases  all  contain  the  provision  that  any 
reduction  in  freight  rates  shall  be  added  to  the  royalty. 

Mr.  Hill.  The  royalty  runs  as  provided  in  the  lease  until  the  lease 
is  canceled. 

The  Chairman.  I  understand,  but  outside  of  that  your  contracts 
with  the 

Mr.  Hill  (interposing).  With  the  Mahoning. 

The  Chairman.  With  the  Mahoning;  you  have  loads  of  stuff  that 
the  Steel  Corporation  has  not  anything  to  do  with. 

Mr.  Hill.  We  carry  ore  for  the  steel  company;  that  would  be  car- 
ried at  the  current  rate. 

The  Chairman.  Here  is  the  Mahoning  and  the  Stevenson. 

Mr.  Hill.  That  would  be  carried  next  year  at  60  cents. 

The  Chairman.  Have  you  a  single  lease  that  does  not  provide  that 
in  the  event  the  freight  rate  is  lowered  for  any  reason  the  same 
amount  that  is  taken  from  the  freight  rate  shall  be  added  to  the 
royalty  ? 

Mr.  Hill.  The  only  lease  carrying  that  condition  is  the  steel. 

The  Chairman.  The  Steel  Corporation's  lease  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  Carrying  what  condition  ? 

Mr.  Hill.  The  other  leases  pay  the  current  rate,  whatever  it  may 
be. 

The  Chairman.  Do  you  not  carry  some  ore  for  the  Jones  &  Laugh- 
linCo.?  s 

Mr.  Hill.  Yes,  sir. 
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The  Chairman.  Does  not  your  lease  with  them  provide  to  that 
same  effect  ? 

Mr.  Hill.  For  the  current  rate,  whatever  it  may  be.  If  the  rate 
IS  lower,  they  get  the  benefit. 

The  Chairman.  It  does  not  get  the  royalty  ? 

Mr.  Hill.  No;  not  at  all;  it  has  nothing  to  do  with  royalties. 

llie  Chairman.  As  to  these  leases  you  purchased;  have  you  not 
purchased  a  great  number  of  leases  in  which  that  provision  is  inserted  ? 

Mr.  Hill.  No. 

The  Chairman.  For  instance,  was  it  not  the  custom  with  persons 
makmg  agreements  with  you— other  people  than  the  Steel  Corpora- 
tion s  ^ 

Mr.  Hill.  No. 

The  Chairman.  Have  you  not  done  this,  even— have  the  fee 
owners  deed  you  the  land,  then  deed  it  back  to  him  with  this  freight- 
rate  agreement  running  with  that  land?  Has  not  that  been  done 
repeatedly  ? 

Mr.  Hill.  Oh,  no.  I  think  there  was  one  man,  a  very  nice  old 
fellow.     You  know  him — Johnnie  Jones. 

Mr.  Young.  Very  well,  indeed;  John  T.  Jones. 

Mr.  Hill.  Well,  John  had  a  40,000-acre  piece.  He  wanted  my  son 
tobuyit.  He  wanted  $250,000.  I  told  my  son  I  did  not  want  to  invest 
so  much  money;  that  it  would  make  me  too  hard  up — tying  it  up 
for  I  do  not  know  how  long.  It  was  before  we  turned  this  over  to  the 
company.  I  said  I  did  not  know  how  long  it  would  take  them  to  be 
in  shape  to  pay  me  back,  and  it  was  too  much. 

Johnnie  had  not  money  to  improve  it,  or  to  explore  it.  My  son 
said  to  him,  "I  will  lend  you  the  money  to  explore  the  land  and  show 
-  what  you  have  got."  He  claimed  that  he  had  an  excellent  property. 
My  son  said,  "You  go  to  Johnnie  Williams,  who  is  also  a  Welshman, 
a  lawyer,  and  let  Johnnie  convey  the  property  to  him.  I  will  give 
you  a  bond  for  a  deed — that  is,  when  you  pay  back  the  amount  I  will 
convey  it  back  to  you,  and  that  wiU  be  the  deed.  In  the  meantime, 
I  think,  if  you  will  show  us  that  you  have  what  you  think  you  have, 
I  will  sell  it  for  you.  I  do  not  want  to  pay  the  amount  that  you  ask 
for  it,  but  I  will  sell  it  for  you,  and  I  will  get  what  I  can." 

Johnny  opened  it,  and  I  think  my  son  sold  it.  Johnny  told  me 
about  it.  He  said,  "Your  young  man  sure  is  my  mascot;  he  sold 
that  piece  for  over  $400,000,  and  he  would  not  take  a  copper  cent  as 
commission."  He  said,  "I  have  put  in  the  lease  that  the  transporta- 
tion will  go  over  the  Great  Northern,  and  that  is  all  I  could  do  for  him." 

The  Chairman.  And  the  further  provision  that  if  the  freight  rate 
was  lowered  that  the  royalty  should  increase  accordingly? 

Mr.  Hill.  No  such  condition  at  all,  Mr.  Chairman.  There  is  no 
such  condition  in  any  lease,  except  with  the  Steel  Corporation,  and 
there  is  no  such  condition  in  there.  The  royalty  and  the  transpor- 
tation is  in  one  amount. 

The  Chairman.  One  amount;  and  in  case  the  steel  company  does 
not  cancel  this  lease  and  you  drop  your  freight  rate  then  you  would 
be  paid  20  cents  mor«  a  ton  than  anybody  else? 
Mr.  Hill.  Yes. 

Mr.  Young.  And  continue  to  do  that  until  1915? 
Mr.  Hill.  Yes.     We  were  not  anxious  to  make  that  lease,  and 
unless  it  was  made  on  conditions  that  were  eniirely  satisfactory  we 
would  not  make  it. 
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The  Chairman.  You  knew  that  Judge  Gary  did  not  want  to  make 
that  lease? 

Mr.  Hill.  No. 

The  Chairman.  Judge  Gary  did  not  want  to  make  that  lease, 
did  he? 

Mr.  Hill.  Did  he  ? 

The  Chairman.  Yes. 

Mr.  Hill.  He  was  the  man  who  signed  it.  He  did  not  tell  me  he 
did  not  want  to  make  it. 

Mr.  Young.  He  has  never  sworn  he  did  not  want  to  make  it. 

The  Chairman.  Is  it  not  true  that  Judge  Gary  did  not  want  to 
make  that  lease  ? 

Mr.  Hill.  I  do  not  know  anything  about  it.  I  never  ran  after 
them.     I  never  offered  it  to  him.     They  came  to  me. 

The  Chairman.  With  whom  did  you  negotiate  for  that  lease  ? 

Mr.  Hill.  I  could  not  say  who  began  it — some  of  the  directors. 
But  it  was  wound  lop  mainly  with  Judge  Gary. 

The  Chairman.  How  long  was  it  that  these  negotiations  were 
pending  before  this  lease  was  finally  concluded? 

Mr.  Hill.  I  think  from  the  time  they  took  it  up  untU  it  was  closed 
it  was  over  a  year. 

The  Chairman.  Why  was  it  hanging  fire  so  long  ? 

Mr.  Hill.  They  thought  the  price  was  high,  and  I  told  them  they 
were  under  no  obligation  to  take  it  if  they  did  not  want  it. 

The  Chairman.  Was  there  any  one  man  connected  with  the  Steel 
Corporation  that  insisted  this  lease  should  be  made,  that  it  was  a 
good,  wise  business  proposition — one  far-seeing  business  man,  that 
you  recall  ? 

Mr.  Hill.  I  think  that  they  all  mainly — I  was  never  present  at 
their  meetings;  they  usually  came  to  my  office. 

The  Chairman.  You  knew  who  was  in  favor  of  it  and  who  was 
opposing  it  whUe  it  was  pending  for  this  year,  did  you  not  ? 

Mr.  Hill.  I  do  not  understand. 

The  Chairman.  You  knew  what  made  it  hang  up ;  who  wanted  to 
do  it  and  who  did  not? 

Mr.  Hill.  No  ;  I  knew  nothing  about  their  internal  affairs. 

The  Chairman.  Were  you  ever  advised  that  Mr.  Morgan  insisted 
that  this  lease  be  made  ? 

Mr.  Hill.  That  he  insisted  ? 

The  Chairman.  Yes. 

Mr.  Hill.  No,  sir;  I  never  was  so  adArised. 

The  Chairman.  Do  you  know  what  this  Northwestern  Improve- 
ment Co.  is? 

Mr.  Hell.  I  think  that  is  a  Northern  Pacific  proposition  and  holds 
some  outside  properties. 

The  Chairman.  I  notice  it  holds  a  great  deal  of  ore  up  here.  One 
man  estimated  it  at  about  2,000,000  tons. 

Mr.  Hill.  That  is  not  considered  a  large  mine. 

The  Chairman.  Over  what  road  was  the  ore  hauled  that  came  out 
of  the  Northwestern  Improvement  Association  properties? 

Mr.  Hill.  The  Great  Northern.  That  came  under  the  trustees 
lease,  and  all  the  ore  covered  by  the  trustees  lease  was  carried  over 
the  Great  Northern  Railway. 
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The  Chaieman.  And  persons  who  were  interested  in  the  Great 
Northern  and  in  the  Northern  Pacific,  if  this  was  a  good  contract, 
would  benefit  by  it,  would  they  not  ? 

Mr.  Hill.  The  Northern  Pacific  got  just  the  same  rate  of  royalty 
for  their  ore  that  the  trustees  got,  less  the  expense  of  carrying  it  on. 

The  Chairman.  Who  in  the  Steel  Corporation  was  interested  in 
the  Northern  Pacific,  do  you  know? 

Mr.  Hill.  I  do  not  know.     I  do  not  know  that  anybody  was. 

The  Chairman.  Do  you  know  whether  Mr.  Morgan  occupied  that 
dual  position  or  not  ? 

Mr.  Hill.  I  do  not  know.  Mr.  Morgan,  if  I  remember,  is  not  a 
director  of  the  Northern  Pacific.  I  am  not.  I  have  heard  he  was 
interested  in  it  more  or  less. 

Mr.  Gardner.  There  are  three  things  I  had  in  mind  to  ask  you 
about.  One  was  the  cost  of  ore  transporation  which  has  been  so 
exhaustively  gone  into.  As  matter  of  fact,  that  is  now  before  the 
Interstate  Commerce  Commission,  is  it  not — the  question  of  the  rea- 
sonableness of  the  60-cent  rate  ? 

Mr.  Young.  No,  I  think  not. 
_  Mr.  Lindsay.  It  is ;  it  is  before  the  Interstate  Commerce  Commis- 
sion.    The  hearing  just  closed  a  week  ago. 

Mr.  Gardner.  Could  you  answer  me  the  question  as  to  when  they 
are  likely  to  render  a  decision  ? 

Mr.  Hill.  I  have  no  idea. 

Mr.  Gardner.  Perhaps  your  counsel  might  make  a  guess. 

Mr.  Lindsay.  AVhen  they  are  likely  to  make  a  decision  ? 

Mr.  Gardner.  Yes. 

Mr.  Lindsay.  The  complainants  have  until  the  23d  of  this  month 
to  file  a  brief,  and  we  have  until  the  middle  of  March  to  file  a  brief. 

Mr.  Gardner.  The  question  in  my  mind  was  whether  it  was  worth 
while  for  us  to  go  any  further  into  that  in  view  of  the  fact  that  the 
Interstate  Commerce  Commission  was  taking  that  up  as  an  exclu- 
sive subject. 

Do  you  think  there  is  likelihood  of  a  finding  being  handed  down 
inside  of  six  months  ? 

Mr.  Lindsay.  There  certainly  will  be. 

Mr.  Gardner.  Inside  of  three  months  ? 

Mr.  Lindsay.  I  should  say  inside  of  three  months. _ 

Mr.  Gardner.  Then  I  will  go  on  to  the  other  questions,  Mr.  Hill. 

What  I  want  to  find  out  is  as  to  two  entirely  different  things.  In 
the  first  place,  I  want,  if  possible,  to  arrive  at  the  motives  of  the  United 
States  Steel  Corporation  in  makuig  that  lease,  whether  it  was  a  plain 
business  venture — a  plain  business  operation,  as  you  have  indicated — 
or  whether  it  was  a  desire  to  monopolize  the  raw  material  to  prevent 
competitors  coming  in,  as  is  indicated  by  Mr.  Herbert  Knox  Smith's 
report.     That  is  one  of  the  things  I  am  trying  to  get  through  my  head. 

The  other  thing  is  the  value  of  the  ore  land  in  1901,  when  the  United 
States  Steel  Corporation  was  formed.  The  reason  we  want  to  get  at 
that  is  because  it  has  been  charged  that  the  United  States  Steel  Cor- 
poration was  tremendously  overcapitalized  in  its  formation,  and  that 
some  six  hundred  milHons  of  that  overcapitalization  was  concealed  by 
overvaluing  their  ore  lands  to  the  extent  of  six  hundred  million. 

They  are  two  entirely  difl'erent  subjects  that  I  want  to  get  at.  One 
is  the  value  of  the  ore  land  in  1901,  with  a  view  to  ascertaining  how 
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much  the  Steel  Corporation  was  overcapitalized;  and  the  other  is 
their  motives  in  maMng  this  lease,  whether  it  was  to  exclude  compe- 
tition or  whether  it  was  to  protect  their  business  in  the  future. 

Now,  please  foUow  me  in  tnose  two  things.  I  begin  with  the  lease, 
and  ask  you  to  see  if  I  imderstand  it  correctly. 

You  had — and  by  "you"  I  mean  the  Lake  Superior  (Ltd.) — 65,000 
acres  of  land,  of  which  39,000  were  leased  to  the  Steel  Corporation. 
Is  that  correct  ? 

Mr.  Hill.  That  is  correct. 

Mr.  Gakdner.  That  left  26,000  acres  still  in  your  hands  ? 

Mr.  Hill.  There  was  about  1,000  acres  leased  to  the  Mahoning  Co. 

Mr.  Gaudner.  That  is  what  I  am  coining  to.  There  were  26,000 
acres  outside  of  that  which  you  leased  to  the  United  States  Steel 
Corporation. 

Mr.  Hill.  About. 

Mr.  Gardnee.  You  leased  that  to  the  United  States  Steel  Corpora- 
tion on  a  royalty  which  was  the  equivalent  of  85  cents  on  59  per 
cent  ore.  That  is,  we  will  call  it,  for  the  sake  of  convenience,  a 
royalty  of  85  cents  a  ton  on  ore. 

Mr.  Hill.  Yes. 

Mr.  Gardner.  That  royalty  was  to  increase  from  year  to  year  as 
time  went  on  at  the  rate  of  4  cents  annually. 

Mr.  Hill.  Four  per  cent  aimually. 

Mr.  Gardner.  Not  compounded,  but  4  per  cent  annually  on  85  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  What  was  the  reason  for  that  increase  t 

Mr.  Hill.  Because  it  was  worth  it.  That  is  my  judgment;  it 
was  worth  it. 

Mr.  Gardner.  Was  that  because  a  deferred  payment  of  85  cents, 
deferred  for  a  year,  would  naturally  carry  4  per  cent  interest  ? 

Mr.  Hill.  Yes.  I  placed  the  present  value,  for  the  purpose  of 
that  lease,  at  85  cents.  If  they  wanted  to  take  a  long  time  to  mine  it, 
they  could  do  that  by  adding  3  cents  and  4  mills  a  ton  to  the  price 
of  the  ore  each  year,  over  the  price  of  the  previous  year. 

Mr.  Gardner.  In  other  words,  if  they  wanted  to  postpone  that 
payment  of  85  cents  to  the  future,  they  must  pay  an  interest  on 
that  85  cents  ? 

Mr.  Hill.  No;  they  coidd  not  postpone.  They  had  to  pay  for 
what  they  mined ;  and  if  they  did  not  mine,  if  they  did  not  take  that 
ore  out  of  the  ground,  and  let  it  lay  there  for  15  or  20  years,  they  would 
have  to  add  3  cents  and  4  mills  a  ton  a  year. 

Mr.  Gardner.  In  other  words,  if  I  understand  the  reasoning  of  that 
4  per  cent  increase  annually,  you  wished  to  derive  a  price  for  your  ore 
as  if  they  were  buying  it  at  fee — at  85  cents  cash  ? 

Mr.  Hill.  Yes;  present  value. 

Mr.  Gardner.  Tnerefore  we  may  assume,  may  we  not,  that,  in  your 
opinion,  in  1907  the  value  of  that  ore  was  85  cents  a  ton  in  fee? 

Mr.  Hill.  I  think  that  was  a  low  value. 

Mr.  Gardner.  But  it  was  a  value  at  which  you  were  willing  to 
trade  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  In  your  opinion  had  ore  increased  a  great  deal  in 
value  prior  to  1907  at  the  time  that  you  made  that  trade? 
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Mr.  Hill.  The  question  of  value  is  relative.  The  market  price  of 
ore  at  Lake  Superior  ports,  where  the  furnaces  buy  it — if  that  is  taken 
as  a  standard  for  establishing  the  price  of  ore — the  ore  was  worth  as 
much  in  1901  as  it  was  in  1905  or  1906.  I  think  the  Lake  Erie  price 
was  as  high. 

Mr.  Gardner.  But  we  are  talking  about  the  fee,  the  ore  in  the 
ground. 

Mr.  Hill.  Let  me  explain.  It  is  very  difficult  to  fix  a  price  on  that 
ore  unless  you  can  find  a  market  price,  or  some  standard,  to  measure 

by- 
Mr.  Gardner.  But  you  did,  in  1907,  find  a  price  for  fee  ore  equaling 
85  cents  a  ton  ? 

Mr.  Hill.  The  trustees  in  1907  miaed  from  the  Leonard  mine  and 
shipped  to  Lake  Erie  ports .  I  think  it  p aid  them  $1.40  or  $1.45.  We 
established  the  value  of  the  ore  to  them. 

Mr.  Gardner.  If  they  could  repeat  that  performance  in  other 
years.  But  at  all  events,  in  1907  you  made  a  trade  at  85  cents,  or  its 
equivalent  in  future  years,  the  equivalent  of  a  trade  of  85  cents  for 
your  ore  in  the  ground. 

Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  As  you  probably  know,  in  1902,  in  court  proceedings 
in  New  Jersey,  I  rather  think  it  was,  Mr.  Chairman,  was  it  not  ? 

Mr.  Reed.  It  was  in  New  Jersey. 

Mr.  Gardner.  In  New  Jersey  the  United  States  Steel  Corporation 
swore  to  a  valuation  of  $1  a  ton  for  their  ore  which  they  owned  in  fee, 
and  for  the  equity  on  their  leases,  at  $1  a  ton,  which  has  been  held 
by  Herbert  Knox  Smith  as  an  exceedingly  high  valuation.  He  valued 
it  somewhere  around  13.6  cents  a  ton. 

In  1907,  assuming  your  lease  was  made  at  the  right  time,  it  was  85 
cents  a  ton,  and,  probably,  during  1901;  it  is  between  those  two 
extremes.     Now,  can  you  help  us  to  arrive 

Mr.  Hill  (interposing).  I  could  not  throw  any  light  upon  that 
subject  whatever,  except  using  the  market  value  or  selling  price  of 
ore  in  cargo  lots  at  Lake  Erie. 

Mr.  Gardner.  Why  would  it  not  be  a  great  deal  simpler  to  use  the 
selling  price  of  fee  ore  in  the  ground? 

Mr.  Hill.  But  few  people  buy  fee  ore  in  the  ground,  and  a  great 
many  people  buy  ore  on  the  docks  at  Lake  Erie  ports. 

Mr.  Gardner.  There  were  a  great  many  people  taking  leases, 
however. 

Mr.  Hill.  There  were  some  people  taking  leases  who  never  mined 

a  ton.  . 

Mr.  Gardner.  Yes;  but  the  price  of  the  lease  was  some  indication. 

Mr.  Hill.  No;  they  would  take  leases  and  sell  the  leases.  A  great 
many  men  made  a  good  deal  of  money  by  obtaining  a  piece  of  land 
containing  ore,  getting  a  lease  on  it;  then  developmg  it  to  some 
extent,  selling  the  lease,  selling  the  right  to  mine  it. 

Mr.  Gardner.  If  I  had  a  big  lease  which  I  had  taken  at  a  25-cejnt 
royalty,  and  I  sell  it  with  a  bonus  which  will  &gme  it,-  perhaps,  to  a 
35-cent  royalty — at  aU  events,  that  is  not  worth  85  cents,  is  it  ? 

Mr.  Hill.  What  would  you  buy  it  for? 

Mr.  Gardner.  Suppose  I  took  a  lease  from  the  State  of  Minnesota. 

Mr!  Hill.  If  you  bought  it  for  the  purpose  of  leaving  it  in  the 
ground 
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Mr.  Gardner  (interposing).  Suppose  I  took  it  for  the  purpose  of 
speculation,  and  took  it  from  the  State  of  Minnesota  ? 

Mr.  Hell.  I  don't  know  anything  about  it.  I  never  speculated  in 
ore.  But  if  you  took  it  to  leave  it  in  the  ground  it  womd  not  have 
any  value,  but  if  you  are  going  to  take  it  with  the  idea  of  convert- 
ing it 

Mr.  Gardner.  Do  you  know  Mr.  Leonard  Hanna  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  Is  he  a  man  of  some  knowledge  as  to  the  value  of 
ore  land  ? 

Mr.  Hill.  I  think  so. 
^  Mr.  Gardner.  He  testified  before  us  in  New  York,  if  I  recoUect  cor- 
rectly, that  the  value  of  ore  land  had  increased  a  great  deal  between 
1901  and  the  time  the  Tennessee  Coal  &  Iron  Co.  sold  to  the  United 
States  Steel  Corporation  in  1907;  that  it  had  gone  up  tremendously. 

Mr.  Hill.  Did  not  he  mean  the  market  price  when  he  was  talking 
about  the  values  ? 

Mr.  Gardner.  I  think  so. 

Mr.  Hill.  So  do  I. 

Mr.  Gardner.  I  do  not  think  he  could  have  meant  the  metalUc  or 
manufacturing  value,  Mr.  Hill. 

Mr.  Hell.  No  ;  I  think  there  would  be  no  change  in  that,  because 
the  price  of  rails  has  been  the  same. 

Mr.  Gardner.  He  would  have  entirely  mistaken  the  gist  of  our 
questions  if  he  had  meant  except  the  market  value.  In  your  opinion 
the  market  value  had  gone  up  tremendously  between  1901  and  1907, 
had  it  not  ? 

Mr.  Hell.  Of  ore  ? 

Mr.  Gardner.  Yes;  ore  in  the  ground. 

Mr.  Hill.  No,  not  ore  in  the  ground. 

Mr.  Gardner.  Fee  ore. 

Mr.  Hill.  There  were  not  many  transactions  as  to  fee  ore  in  the 
ground. 

Mr.  Gardner.  Well,  then,  the  royalties  on  the  leased  ores  in  the 
ground. 

Mr.  Hill.  The  royalties  began  to  advance.  The  first  I  knew  of 
them  the  State  could  not  lease  any  ore  at  25.  The  legislature  had 
fixed  it 

Mr.  Gardner  (interposing) .  What  year  was  that  ? 

Mr.  Hill.  About  1897  or  1898.  The  lumber  men  were  glad  to  get 
rid  of  the  ore.  They  had  business  outside.  The  Wright  &  Davis 
people  sold  their  standing  timber  to  Weyerhouser  on  the  land  they 
sold  me.  They  asked  him  $75,000  for  the  fee,  and  he  would  not  take 
it.  He  would  take  the  stumpage,  but  he  would  not  take  the  fee.  I 
think  the  facts  have  shown  he  made  a  great  mistake  and  that  the 
value  was  there  at  the  time. 

The  market  price  was  not  there  because  they  did  not  know  about 
the  extent  of  the  ore  deposits,  whether  there  was  much  ore  or  not. 

Now,  Mr.  Walker  sold  us  a  half  interest  ia  his  cut-over  lands  at  a 
low  price.  I  think  he  sold  it  to  us  for  1200,000.  He  made  a  lease  to 
the  steel  company;  I  don't  know  what  the  royalty  was,  but  he  got  a 
million  dollars  for  the  lease. 

It  might  have  been  1898  or  1899  when  John  Gates  bought  the 
Sauntry  mine  and  paid  seven  or  eight  hundred  thousand  doflars  for 
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it.  Within  a  month  of  the  time  he  bought  it  I  offered  him  a  miUion 
dollars  profit. 

Now,  how  are  you  going  to  estabhsh  the  value  ? 

Mr.  Gardner.  Only  by  averages. 

Mr.  Hill.  I  do  not  think  the  averages  would  be  worth  a  penny, 
Mr.  Gardner. 

Mr.  Gardner.  Well,  it  all  depends.  We  know  that  in  1907,  in 
your  opinion,  ore  in  the  ground  was  not  worth  over  85  cents,  or  you 
would  not  have  made  the  lease. 

Mr.  Hill.  There  is  a  good  deal  of  difference  in  making  a  transaction 
of  that  size  and  having  it  disposed  of  with  an  advance  of  3  cents  and 
4  mills  a  ton  to  carry  on  the  mining  of  ore.  It  is  not  like  going  out 
and  cutting  a  cord  of  wood.  It  is  a  very  big  business,  the  carrying 
on  of  ore  mining.  It  is  done  in  a  large  way,  taking  out  five,  six,  or 
seven  million  tons  of  ore  a  year  and  10,000,000  tons  of  ore  a  year. 
It  is  a  tremendous  business.  Do  you  know  that  the  amount  of  ma- 
terial taken  out  in  stripping  the  ore  fields  that  is  moved  from  there 
is  about  equal  to  all  the  earth  that  is  moved  in  digging  the  Panama 
Canal  ?    It  is  no  plaything. 

The  Chairman.  Mr.  HiU,  that  is  true.  I  was  told  when  I  was  out 
there  that  the  engineering  operations  exceeded  in  magnitude  the 
digging  of  the  Panama  Canal;  that  dirt  was  being  heaped  literally 
into  mountains,  aU  around  ore  fields. 

Why  did  the  Steel  Corporation,  after  going  to  this  enormous  labor 
of  literally  removing  mountains,  abandon  those  mines  upon  which  they 
had  spent  many  millions  of  dollars,  and  go  to  work  hunting  new  ore  ? 
Your  mines,  some  of  them,  were  not  even  explored.  I  don't  believe 
there  were  10,000,000  tons  of  ore,  outside  of  the  ore  that  was  leased, 
in  all  your  properties. 

Mr.  Hill,  iuid  if  there  were  not,  they  woidd  not  have  to  pay  for  it. 

The  Chairman.  They  would  have  to  pay  for  the  drilling. 

Mr.  Hill.  Yes. 

The  Chairman.  You  told  them  you  thought  they  had  ore  there. 

Mr.  Hill.  I  think  they  knew  more  about  it  than  I  did. 

The  Chairman.  They  agreed  to  pay  you  11.65  a  ton  for  all  the  ore 
they  could  find. 

Mr.  Hill.  Including  transportation. 

The  Chairman.  Including  transportation,  when  they  had  already 
found  and  stripped  bodies  of  ore  aggregating  700,000,000  tons. 

]!kfr.  Hill.  They  had  not  done  anything  of  the  kind. 

The  Chairman.  What  had  they  done  ?  I  do  not  mean  they  dis- 
tributed it  aU,  but  they  had  20  or  30  great  mines  open. 

Mr.  Hill.  I  think  probably  they  had  5  or  6  mines  open  at  that  time; 
maybe  8  or  10. 

The  Chairman.  Does  that  look  to  you  like  good  business,  to  desert 
great  mines  like  the  HuU-Eust  and  the  Sauntry  ? 

Mr.  Hill.  But  the  Hull-Rust  was  not  open. 

Mr.  Eeed.  There  is  no  evidence  that  the  HuU-Eust  mine  has  been 

The  Chairman.  I  mean  when  they  have  their  own  transportation 
facilities,  not  to  mine  it,  as  long  as  there  was  ore  in  it. 

Mr.  Hill.  The  HuU-Rust  was  not  open  at  that  time. 

The  Chairman.  I  can  understand  why  they  leased  the  ores  and 
held  them  on  reserve,  but  why  did  they  include  an  agreement  to  lease 
them  and  explore  and  develop  them  ? 
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Mr.  Reed.  Because  they  coxild  not  get  the  lease  without  agreeing 
to  take  out  a  minimum. 

The  Chairman.  They  wanted  it  all. 

Mr.  Hill.  They  wanted  ore,  and  I  think  they  were  highly  justified 
in  getting  all  the  ore  they  could.  I  think  it  would  hare  been  a  mistake 
for  them  not  to  get  aU  the  ore  they  could,  as  a  business  proposition. 

Mr.  Gardner.  Now,  to  return  to  the  value  of  ore  in  1901,  fee  ore. 
I  am  sorry  to  be  so  persistent,  but  we  have  had  a  great  deal  of  diffi- 
culty about  it.  I  was  tehing  you  Mr.  Hanna's  evidence  that  the  price 
of  fee  ore  had  increased  a  great  deal  after  1901.  It  seems  to  be  the 
general  concensus  of  opinion.  Have  you  any  comment  you  wish  to 
offer  on  that  valuation  of  $1  a  ton  which  the  United  States  Steel  Cor- 
poration placed  on  their  ore,  to  which  I  have  referred  ? 

Mr.  Hill.  No,  sir;  I  have  not. 

Mr.  Gardner.  You  think  it  was  a  fair  valuation  ? 

Mr.  Hill.  I  think  that  if  they  wanted  to  buy  or  if  they  had  to  buy 
the  ore  they  used  in  the  open  market,  they  would, have  haa  to  pay  fuUy 
the  equivalent  of  $1  a  ton  for  the  ore  in  the  ground.  I  do  not  think 
they  could  have  supplied  themselves  unless  they  owned  mines  and 
operated  them. 

Mr.  Gardner.  But  not  six  years  later  they  got  lands  from  you  at 
a  valuation  of  85  cents  ? 

Mr.  Hill.  Yes;  I  think  they  got  a  low  lease. 

Mr.  Gardner.  You  think  that  II  a  ton  would  be  about  fair,  do 
you,  for  its  valuation  ? 

Mr.  Hill.  I  would  prefer  not  to  put  any  price  on  it  for  I  do  not  know 
how  to  make  any  price  on  it  except  based  on  market  price,  from  year 
to  year. 

Mr.  Gardner.  Do  you  call  20,000,000  tons  a  pretty  fair-sized 
mining  property  ? 

Mr.  Hill.  It  is  a  large  mine. 

Mr.  Gardner.  Are  you  familiar  with  the  Sharon  mining  property  ? 

Mr.  Hill.  I  know  where  it  is.  It  is  a  hole  in  the  ground.  I  do  not 
think  they  have  mined  but  little.  We  own  on  two  sides  of  it,  if  not 
on  three. 

Mr.  Gardner.  It  was  purchased  by  the  United  States  Steel  Cor- 
poration in  1902  at  a  cost  of  $4,400,000,  according  to  their  report. 

Mr.  Hill  (interposing).  I  think  they  made  an  excellent  trade,  if 
there  are  20,000,000  of  tons  in  it.  I  did  not  know  there  was  so 
much. 

Mr.  Gardner.  That  was  the  estimate. 

Mr.  Hill.  I  do  not  know;  I  have  no  knowledge  as  to  the  amount. 

Mr.  Gardner.  That  figures  at  27  cents  a  ton.  Do  you  mean  to 
say  that  the  owners  of  the  Sharon  property  sold  at  22  cents  a  ton 
something  which  was  worth  85  cents  a  ton  ? 

Mr.  Hill.  But  my  dear  sir,  I  do  not  think  it  has  any  relation  to  it 
at  all. 

Mr.  Gardner.  Is  there  any  relation  between  the  price  of  sale  and 
market  price  ? 

Mr.  Hill.  The  only  way  I  know  to  establish  a  price  is  the  price  at 
which  it  is  sold  at  from  month  to  month  in  the  ore  market.  I  do 
not  know  any  other  way. 

Mr.  Gardner.  The  price  of  the  finished  product  at  the  Lake  Erie 
port  may  be  governed  by  a  great  many  other  considerations. 
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Mr.  Hill.  Deducting  the  freight  and  cost  of  mining,  that  would 
leave  the  value  of  the  other. 

Mr.  Gardner.  You  have  to  provide  for  the  cost  of  the  superin- 
tendence. 

Mr.  Hell.  That  would  come  in  the  cost  of  mining. 

Mr.  Gardner.  Why  is  there  not  a  truer  method  of  getting  the 
actual  sales  of  fee  ore  ? 

Mr.  Hill.  I  do  not  think  it  would  be  worth  a  straw  ? 

Mr.  Gardner.  Why  not  ? 

Mr.  Hill.  Because  if  you  went  back  five  years  more  you  would  be 
on  an  entirely  different  basis. 

Mr.  Gardner.  Certainly. 

Mr.  Hill.  Or  if  you  went  back  10  years,  it  would  be  a  still  differ- 
ent basis  of  comparison,  until  you  would  get  back  to  where  Mr. 
Weyerhaeuser  refused  to  buy  the  Wright  &  Davis  plant  for  $75,000. 

Mr.  Gardner.  We  could  go  back  to  1492 

Mr.  Hill  (interposing).  The  same  principle  would  apply  all  the 
way  through.     I  would  rather  take  the  market  value  of  those  things. 

Mr.  Gardner.  So  should  I.  That  is  what  I  am  contending  for, 
the  market  value  of  fee  ore  land  in  1901  and  1902. 

Mr.  Hill.  I  do  not  think  the  fee  lands  had  a  market  value  that 
was  at  all  uniform.     It  was  whatever  you  could  get  for  them. 

Mr.  Gardner.  But  supposing  you  found  the  highest  fee  value  was 
only  25  per  cent  of  the  valuation  put  on  it  by  the  United  States  Steel 
Corporation,  should  you  then  think  that  the  United  States  Steel  Cor- 
poration's valuation  was  a  sound  one  ? 

Mr.  Hill.  If  they  put  their  valuation  at  $1,  if  it  was  worth  to 
them  a  doUar  for  the  purpose  of  making  steel,  I  think  the  price  was 
not  excessive. 

Mr.  Gardner.  But  suppose  you  were  charged  with  the  duty,  as 
we  are,  of  calculating  the  actual  investment  ? 

Mr.  Hill.  If  I  could  help  you  I  would,  but  I  do  not  know  of  any 
way  to  do  it. 

Mr.  Gardner.  Perhaps  you  can.  You  have  certain  other  lands 
in  this  Lake  Superior  Co.  (Ltd.)  which  are  leased  to  other  parties 
other  than  the  United  States  Steel  Corporation.  Is  there  a  royalty 
on  those  leases  ? 

Mr.  Hill.  That  royalty  was  made  on  the  Mahoning  mine  before 
we  bought  the  land.  I  think  their  lease  is  worth  $50,000,000.  I 
think  you  could  not  buy  it  for  that. 

Mr.  Gardner.  Were  all  your  leases,  except  the  Steel  Corporation 
lease,  made  prior? 

Mr.  Hill.  No;  there  was  the  Stephenson. 

Mr.  Gardner.  Have  you  any  leases  made  since  you  made  the 
Steel  Corporation  lease  ? 

Mr.  Hill.  No,  sir. 

Mr.  Gardner.  Did  you  make  any  in  the  five  years  previous  ? 

Mr.  Hill.  To  making  the  steel  lease  ? 

Mr.  Gardner.  Did  you  make  any  lease  between  1901  and  1907? 

Mr.  Hill.  I  could  not  recollect.  I  thiak  there  might  have  been 
one  or  two  small  ones. 

Mr.  Gardner.  Did  you  make  the  Stephenson  lease  ? 

Mr.  Hill.  Yes;  I  testified  about  that. 

Mr.  Gardner.  When? 
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Mr.  Hill.  When  it  was  made  1 

Mr.  Gaednee.  Yes. 

Mr.  Hill.  I  could  not  recall.  It  was  made  after  we  acquired  the 
Wright  &  Davis  land. 

Mr.  Gaednee.  Was  it  made  before  1902? 

Mr.  Hill.  Oh,  yes. 

Mr.  Gaednee.  Was  it  made  before  1902  ? 

Mr.  Hill.  I  think  so. 

Mr.  Gaednee.  How  about  Utica  ? 

Mr.  Hill.  I  am  not  sure  whether  it  was  made  before. 

Mr.  Gaednee.  How  about  the  Utica  lease  ? 

Mr.  Hill.  I  do  not  know. 

Mr.  Gaednee.  How  about  the  Latonia  lease  ? 

Mr.  Hill.  That  I  do  not  know. 

Mr.  Gaednee.  How  about  the  Sweeney  lease  ? 

Mr.  Hill.  I  do  not  know  where  it  is.  I  do  not  know  of  such  a 
mine.  I  have  heard  the  names  of  the  Utica  and  of  the  Latonia 
mines.     I  do  not  know  where  they  are. 

Mr.  Gaednee.  Do  you  know  the  year  in  which  you  made  the 
Mahoning  lease  ? 

Mr.  Hill.  No;  we  did  not  make  the  Mahoning  lease.  I  have 
testified  repeatedly 

Mr.  Gaednee  (interposing).  That  is  right.  I  beg  your  pardon. 
Do  you  know  in  what  year  that  was  made  ? 

Mr.  Hill.  No. 

Mr.  Gaednee.  Can  anybody  give  that  information? 

Mr.  Eeed.  I  do  not  know. 

The  Chaieman.  The  Mahoning  lease  was  made  many  years  ago. 
It  was  made  before  he  got  possession  of  the  Wright  &  Davis  land. 

Mr.  Hill.  That  is  right,  Mr.  Chairman. 

The  Chairman.  And  afterwards,  when  you  bought  the  Wright  & 
Davis  land,  that  was  an  existing  lease. 

Mr.  Hill.  Yes. 

The  Chairman.  And  that  was  turned  over  to  you  ? 

Mr.  Hill.  Yes.     We  bought  the  property  subject  to  the  lease. 

The  Chairman.  You  bought  the  property  subject  to  the  lease,  and 
the  lease  is  held  by  the  Cambria  Steel  Co.  ? 

Mr.  Hill.  It  is  held  by  the  Mahoning  Co.,  of  which  the  Cambria 
Steel  Co.  held  control,  as  I  understand. 

Mr.  Gaednee.  The  lease  was  made  at  all  events  before  1901,  was 
it  not,  Mr.  Chairman. 

The  Chaieman.  Yes. 

Mr.  Hill.  I  think  it  was  made  before  1895. 

Mr.  Gaednee.  Now,  these  ore  certificates  of  the  Great  Northern, 
as  I  understand  it 

Mr.  Hill  (interposing) .  They  are  not  of  the  Great  Northern  Rail- 
road; they  are  ore  certificates  of  the  Great  Northern  ore  property. 

Mr.  Gaednee.  They  are  known  as  Great  Northern  ore  certificates? 

Mr.  Hill.  Yes,  sir;  but  I  wanted  to  keep  it  separate  from  the 
railroad  company. 

The  Chairman.  This  Ruckard-Hurd  report  shows  the  rate  of  the 
Mahoning  is  as  low  as  12^  cents  a  ton.  Of  course  they  exceed  that 
minimum. 

Mr.  Gaednee.  It  says  27^  to  12^. 
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Mr.  Hill.  I  think  the  Madoning,  while  you  speak  of  it,  runs  from 
27i  down  to  12^  or  15. 

The  Chaieman.  Twelve  and  one-half,  if  they  mill  over  1,500,000 
tons,  and  the  report  says  they  do. 

Mr.  Gaednek.  Is  there  not  a  security  sold  on  the  New  York  Stack 
Exchange,  known  of  the  Great  Northern  Iron  Ore  certificate  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gaednee.  That,  as  I  understand  from  your  evidence  yester- 
day, is  a  certificate  issued  to  the  stockholders  in  the  Great  Northern 
Kailroad,  in  proportion  to  the  number  of  their  shares  of  the  Great 
Northern  Eaflroad? 

Mr.  Hill.  It  was  issued  at  the  time  of  such  issue  to  the  share- 
holders of  record  at  that  time,  and  entitled  them  to  a  proportion  of 
the  income — that  is,  the  net  income — of  the  ore  certificates.  • 

Mr.  Gaednee.  In  other  words,  everybody  who  had  a  share  of  the 
Great  Northern  RaUroad  got  a  certificate? 

Mr.  Hill.  Yes,  sir. 

MJr.  Gaednee.  He  was  a  proportional  beneficiary  ? 

Mr.  Hill.  That  is  right. 

Mr.  Gaednee.  In  the  profits  of  this  so-caUed  HUl  lease  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gaednee.  When  were  those  Great  Northern  ore  certificates 
issued  ? 

Mr.  Hill.  I  do  not  recall  the  date. 

Mr.  Gaednee.  Well,  about?  When  did  they  first  appear  on  the 
New  York  Stock  Exchange  ? 

Mr.  Hill.  I  think  in  December,  1906. 

Mr.  Gaednee.  Did  they  issue  before  or  after  this  lease  was  made 
with  the  steel  company  ? 

Mr.  Hill.  I  do  not  carry  that  date. 

Mr.  Reed.  That  lease  was  dated  January  2,  1907. 

Mr.  Hill.  They  were  issued  a  httle  before  then;  but  the  lease  had 
been  agreed  upon  and  a  protocol  signed.  ,  ,         <• 

Mr  Gaednee.  It  was  to  be  presumed  that  the  market  value  of 
those'  certificates  at  that  time  represented  the  public  estunate  of  the 
value  of  that  lease  which  you  made  ?  .,      ^    „ 

Mr  Hill.  I  do  not  think  the  pubhc  estunate  is  a  sale  guide  at  aU. 

Mr!  Gaednee.  WeU,  I  will  come  to  that  later,  but  1  wanted  to 

Mr.  Hill  (interposiQg).  Not  the  market  value.  I  do  not  know 
the  market  value  one  week  to  another.  e  u     a 

Mr  Gaednee  Did  you  observe  whether  these  certificates  tell  ott 
any  when  the  notice  of  cancellation  of  the  lease  was  made? 

Mr.  Hill.  I  think  they  have  sold  off. 

Mr.  Gaednee.  They  have  sold  off? 

Mr.  Hill.  Yes.  ,       ,    ,   ^i  i  v         •  4=    r  i, 

Mr  Gaednee.  In  other  words,  that  the  pubhc,  wise  or  toohsh, 
said  '"Why  that  was  a  profitable  lease,  and  we  are  sorry  that  our 
property  has  lost  the  lease"— did  they  not?  . 

Mr  Hill  Take  the  gentlemen  who  make  the  prices  on  Wall 
Street  and"  their  iudgment  of  what  mine  property  is  worth  m  Mm- 
nesota,  that  they  hale  never  been  xvithin  1,500  mdes  of,  would  not 
influence  me  very  much. 
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Mr.  Gardner.  But  you  are  rather  shutting  out  all  fields  of  specula- 
tion. 

JMr.  Hill.  I  do  not  take  much  interest  in  speculation;  I  never 
have. 

]Mx.  Gardner.  You  do  not  think,  then,  that  the  public  estimate 
of  whether  this  was  a  good  lease  or  not,  the  estimate  of  business  men 
in  Wall  Street,  was  worth  the  paper  it  was  written  on  ? 

Mr.  Hill.  It  has  never  influenced  me  particularly  in  my  business. 

Mr.  Gardner.  But,  as  a  matter  of  fact,  they  did  think  this  lease  a 
good  thing — that  is,  the  investing  public. 

Mr.  Hill.  I  do  not  know  what  they  thought,  Mr.  Gardner. 

Mr.  Gardner.  So  far  as  the  falling  off  of  the  value  in  the  certificate, 
it  would  indicate  it.  It  looked  as  if  they  thought  it  was  a  very  good 
lease. 

Mr.  Hill.  The  transactions  are  not  large,  and  I  think  those  who 
hold  the  certificates  are  satisfied  to  hold  them.  I  am  satisfied  to  hold 
mine.  I  have  not  sold  any.  I  have  not  considered  they  were  worth 
any  less.     I  rather  feel  they  are  worth  more. 

Mr.  Gardner.  Is  not  the  knowledge  of  the  value  of  these  certifi- 
cates confined  to  a  comparatively  few  persons  ? 

Mr.  Hill.  It  ought  not  to  be. 

Mr.  Gardner.  It  is  a  matter  of  pubHc  record  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  For  instance,  did  the  stockholders  of  the  Great 
Northern  Railway  in  question  know  at  the  time  that  these  certificates 
were  issued  what  had  been  going  on  ? 

Mr.  Hill.  In  the  report  of  the  railroad  company  was  a  statement 
made  that  ore  lands  had  been  acquired  that  would  be  disposed  of  for 
their  benefit. 

'  /Mr.  Gardner.  And  they  were  at  liberty  to  guess  how  little  or 
how  much  they  were  worth  ? 

Mr.  Hill.  They  certainly  were  at  liberty  to  guess  anything  they  saw 
fit.  But  how  could  you  or  I,  or  anybody  else,  say  what  those  lands 
were  worth  until  they  were  explorea  ? 

Mr.  Gardner.  I  do  not  believe  that  you  could,  Mr.  Hill.  I  will 
admit  that. 

Mr.  Hill.  I  do  not. 

Mr.  Gardner.  I  do  not  believe  you  could. 

Mr.  Hill.  I  do  not. 

Mr.  Gardner.  I  beheve  you  took  your  stockholders  into  your 
confidence  all  that  you  could. 

Mr.  Hell.  Certainly. 

Mr.  Gardner.  But  what  I  am  trying  to  develop  is  that  there  was 
sufficient  material,  if  it  had  been  published,  to  allow  the  pubhc  to  be 
some  judge  as  to  whether  or  not  that  was  a  good  lease. 

Mr.  Hill.  They  had  all  the  knowledge  I  had,  brieffy  stated. 

Mr.  Gardner.  I  do  not  know  who  are  the  large  stockholders  in  the 
Great  Northern  Railroad. 

Mr.  Hill.  "Well,  there  are  over  18,000  of  them,  and  about  8,000  are 
Avomen  and  children. 

Mr.  Gardner.  Wig  is  the  largest  stockholder  ? 

Mr.  Hill.  I  do  not  know.  1  am  a  fairly  large  stockholder  and 
always  have  been. 

Mt.  Gardner.  Perhaps  some  British  subjects  are  very  large  stock- 
holders, and  Canadians. 
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Mr.  Hill.  They  are  in  England,  in  France,  in  Holland,  and  in 
bcotland. 

Mr.  Gardnee.  Is  Lord  Mount-Stephen  a  large  stockholder  ? 

Mr.  Hill.  Yes;  he  has  been  an  old  associate  with  me  from  the 
besginning.     Also  Lord  Strathcona. 

Mr.  Gardner.  There  are  a  good  many  of  the  same  stockholders 
that  are  m  the  Canadian  Pacific  ? 

Mr.  Hill.  I  have  never  seen  a  list  of  the  Canadian  Pacific  stock- 
holders. I  do  not  know  that  Lord  Mount-Stephen  owns  a  share  of 
Canadian  Pacific.     He  is  an  old  man. 

Mr.  Gardner.  Lord  Strathcona  was  Sir  Donald  Smith  ? 

Mr.  Hill.  Yes. 

Mr.  Gardner.  He  and  Angus  are  generally  supposed  to  have  been 
the  origmators  of  the  Canadian  Pacific  ? 

Mr.  Hill.  I  was  one  of  the  original  Canadian  Pacific  syndicate, 
with  others.  I  wrote  the  protocol  under  which  the  reorganization 
was  made. 

Mr.  Gardner.  You  do  not  know  whether  these  parties  have  held 
their  ore  certificates  ? 

Mr.  Hill.  I  never  asked  them;  I  never  looked  at  the  list;  I  never 
saw  a  list  of  the  stockholders.  It  was  given  to  them;  it  was  theirs. 
They  could  sell  it  or  hold  it,  as  they  saw  fit.  If  they  wanted  any 
information,  the  trustees  would  be  glad  to  give  it  to  them. 

Mr.  Gardner.  I  want  to  ask  a  few  more  questions  on  this  general 
situation  as  to  ore  lands,  although  it  has  been  covered  very 
thoroughly. 

So  far  as  Lake  Superior  ore  lands  are  concerned,  you  said  this 
morning  that  all  ore  lands  in  the  Lake  Superior  region  were  owned 
by  people;  of  course  you  included  the  State  of  Minnesota,  naturally, 
as  one  of  them.  What  proportion  of  the  ore  lands  in  Lake  Superior 
region  are  owned  by  steel  corporations  ? 
,  ,   Mr.  Hill.  I  have  no  idea. 

Mr.  Gardner.  You  have  said  this  morning  that  75  per  cent  were 
owned  by  the  United  States  Steel  Corporation. 

Mr.  Hill.  Seventy-five  per  cent;    no^  with  our  ore. 

Mr.  Gardner.  I  beg  your  pardon;  with  your  lease? 

Mr.  Hill.  They  might  own  70  or  75  per  cent. 

Mr.  Gardner.  What  I  want  to  get  at  is  the  ownership  of  the  other 
25  or  30  per  cent,  whether  it  is  owned  by  private  individuals  or  deal- 
ers or  merchants. 

Mr.  Hill.  I  think  it  is  largely  owned  by  persons,  men  that  are  steel 
manufacturers,  who  buy  ore  sometimes.  There  are  men  who  deal  in 
ore  and  also  own  furnaces.  For  instance,  Hanna.  They  own  fur- 
naces and  they  seU  ore.  They  sell  ore  for  producers  on  commission. 
Is  not  that  right,  Mr.  Young  ? 

Mr.  Young.  Yes.  They  do  not  go  very  much  in  the  furnace 
business. 

Mr.  Hill.  I  think  they  have  six  or  eight  furnaces  ? 

Mr.  Young.  Oh,  yes. 

The  Chairman.  Ogilby,  Norton  &  Co.  own  furnaces  and  also  sell 
ore. 

Mr.  Hill.  I  know  a  good  deal  about  the  ore  business,  but  I  am  a 
very  busy  man,  and  my  information  has  been,  as  far  as  I  could,  con- 
fined to  our  own  property. 


OZOO  UJNr±.Ki>   STAl'JCH    oiiiiJixj   v;u±iir>jJiJi±iL>JN . 

Mr.  Gardnee.  Outside  of  the  ore  on  your  land,  do  you  suppose 
tliat  10  per  cent  of  the  ore  is  owned  by  anybody  but  the  large  steel 
corporations  ? 

Mr.  Hill.  It  would  be  a  mere  guess ;  I  do  not  know.  I  know  that 
in  a  general  way  Corrigan  &  McKiimey  own  ore,  the  Harvester  people 
own  ore,  the  Hanna  people  own  ore,  the  Kodgers,  Brown  &  Co., 
Pecans,  Mather  &  Co. 

Mr.  Gardnek.  That  makes  a  long  list,  but  it  would  depend  on  the 
amount  of  their  holdings. 

Mr.  Hill.  I  think  they  were  all  holders  of  a  considerable  amount. 

Mr.  Gardner.  Do  you  suppose  that  everybody  put  together,  out- 
side of  the  large  steel  corporations — and  I  should  include  the  Cam- 
bria, Maryland,  Pennsylvania,  and  the  Eepublic ■ 

Mr.  Hill.  The  Lackawanna,  the  Jones  &  Laughlin. 

Mr.  Gardner.  I  should  consider  all  those  well-known  and  large 
steel  corporations.  Don't  they,  together  with  the  United  States 
Steel  Corporation,  own  90  per  cent  of  the  ore  up  there  ? 

Mr.  Eeed.  Counting  the  Great  Northern  holdings  as  part  of  ours. 

Mr.  Gardner.  Counting  that  500,000,000  tons  ? 

Mr.  Hill.  I  should  divide  it  this  way:  There  are  1,300,000,000, 
according  to  the  tax  commissioner's  report,  and  I  think  it  is  high 
enough.  I  should  say  300,000,000  were  held  by  the  outside  owners; 
400,000,000  by  us;  and  the  four  hundred  of  ours  that  comes  back  in 
1915,  less  what  they  took  out  in  the  meantime,  would  represent  that 
600,000,000  tons. 

Mr.  Gardner.  That  is  the  United  States  Steel  Corporation  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Gardner.  How  much  of  this  300,000,000  that  is  left  is  owned 
by  large  steel  companies? 

Mr.  Hill.  That  I  have  no  means  of  knowing.  The  300,000,000  is 
owned  largely  by  people  who  are  using  it. 

Mr.  Gardner.  It  is  owned  largely  by  Cambria  and  the  Republic,  is 
it  not? 

Mr.  Hill.  And  the  Lackawanna. 

Mr.  Gardner.  And  the  Lackawanna.  How  about  the  Maryland  ? 
What  is  the  company  at  Steelton  ? 

Mr.  Reed.  That  is  the  Pennsylvania. 

Mr.  Gardner.  What  did  they  have  ? 

Mr.  Hill.  I  do  not  know  what  they  have. 

Mr.  Reed.  Not  very  much,  I  think. 

Mr.  Gardner.  What  I  was  trying  to  find  out  was  how  much  of  this 
was  owned  by  what  we  call  the  large  steel  corporations  ? 

Mr.  Hill.  I  have  no  exact  knowledge  whatever  where  you  can  get 
the  exact  knowledge. 

Mr.  Gardner.  I  do  not  think  you  can  get  the  exact  knowledge. 

Mr.  Hill.  I  think  you  could. 

Mr.  Gardner.  It  depends  tremendously  on  the  estimates. 

Mr.  Hill.  When  I  say  exact  knowledge,  I  mean  as  far  as  it  is  known. 
I  think  Mr.  Joseph  Selwood  would  be  a  good  authority  on  that  sub- 
ject. 

Mr.  Reed.  The  tax  commission's  figures  are  available.  According 
to  that  we  own  53  per  cent. 

Mr.  Gardner.  You  own  53  per  cent  outside  of  the  Hull-Rust  ? 

Mr.  Reed.  Yes,  sir;  53  per  cent  outside  of  the  Hull-Rust. 
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Mr.  Hill.  That  is  as  high  as  I  would  put  it. 

The  Chairman.  How  much  of  a  per  cent  are  not  in  the  steel 
business  ? 

Mr.  Reed.  I  do  not  know. 

Mr.  Gardner.  I  assume  the  Cambria  and  those  companies  are  all 
independent.  I  mean  outside  of  the  Steel  Corporation  and  what  we 
have  got  in  the  habit  of  calling  here,  "independents."  Do  you 
know  about  what  per  cent  are  outside  of  those  f 

Mr.  Reed.  I  do  not  know  those  %ures. 

Mr.  Hill.  If  they  own  about  53  we  should  have  to  claim  about  27 
or  28.  That  would  make  you  have  about  half  of  the  lease  and  we 
would  have  the  pther  half  for  our  customers.  We  would  feel  rather 
comfortable  over  it. 

The  Chairman.  Of  the  300,000,000  that  is  left  would  you  sa.j 
that  one-tenth  of  it  is  not  now  owned  by  people  in  the  steel  busi- 
ness? 

Mr.  Hill.  I  do  not  know.  I  have  not  the  remotest  idea -who  owns 
it.  I  know  there  are  people  along  the  range  there,  and  some  of  them 
are  furnace  men;  others  are  steel  manufacturers.  Those  men  are 
dealers;  some  own  furnaces  and  some  produce  ore  and  sell  it. 

Mr.  Young.  Mr.  Hill,  I  do  not  want  to  tire  you,  but  I  want  to  go 
back  to  this  question  of  values,  just  a  minute. 

Mr.  Hill.  I  am  ready  to  answer  any  question  I  can. 

Mr.  Young.  Yes,  sir.  As  I  understand  your  position,  about  the 
value  of  these  ore  lands,  it  is  tliis:  That  in  1901  there  was  not  any 
such  market  for  ore  lands  that  any  price  could  be  fixed  on  their  values 
from  the  sales  and  transactions  of  that  date. 

Mr.  Hill.  I  will  give  you  it  as  I  understand  it.  At  that  time  or 
about  that  time,  and  immediately  before,  the  Mesabi  Range  was  a 
comparatively  new  tiling.  They  did  not  know  how  to  use  the  ore. 
After  I  bought  the  Wright  &  Davis  plant  they  used  to  say,  "If  you 
had  some  hard  ore  to  go  with  it."  They  thought  they  would  have 
to  have  from  30  to  50  per  cent  of  hard  ore  to  go  with  the  Mesabi  ore. 
Now  they  have  changed  the  furnace  method  until  they  are  making 
steel,  I  think,  entirely  with  Mesabi  ore. 

That  has  had  the  effect  to  advance  the  price  of  Mesabi  ore  beyond 
anything  else,  or  to  a  very  great  extent,  and  there  is  reason.  Under- 
groimd  mining  costs  a  §reat  deal  more  to  mine  the  hard  ore  and  go 
down  and  tiinber  the  mine,  and  all  that  sort  of  thing.  It  is  a  great 
deal  more  expensive.  The  Mesabi,  unhke  any  other  that  we  have 
in  the  United  States,  is  stripped  of  the  over  bearing,  and  then  it  is 
shoveled  up  as  you  would  sand,  with  a  steam  shovel.  It  is  very 
cheaply  mined,  where  the  stripping  is  not  too  heavy. 

All  that  brought  up  the  price,  or  the  value,  based  upon  the  market 
price  of  this  ore. 

Mr.  Young.  Then  you  sought  to  substitute,  as  a  better  guide,  the 
price  of  the  ore  in  the  market  ? 

Mr.  Hill.  Yes,  sir. 

Mr.  Young.  Is  not  that  based  upon  the  proposition  that  the  real 
value  of  any  property  sought  to  be  used  in  business  for  profit  depends 
upon  the  nioney  tha"t  can  be  made  out  of  it  in  using  it? 

Mr.  Hill.  That  is  as  I  understand  it.  I  know  of  no  other  rule  that 
would  be  safe. 
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Mr.  Young.  And  do  you  not  regard  that  as  a  sound  business 
proposition  ? 

Mr.  HiuL.  I  should  not  think  any  other  would  be. 

The  Chaieman.  You  are  in  a  safe  position  in  another  way,  are  you 
not  ?  You  are  in  a  comfortable  position,  anyhow,  whether  they  buy 
your  ore  or  not  ? 

Mr.  Hill.  We  feel  that  way.     I  am  not  disturbed  over  it. 

The  Chaieman.  What  is  the  tonnage  in  rails  consumed  by  the  rail- 
road systems  in  which  you  are  interested,  per  annum  ? 

Mr.  Hill.  Oh,  150,000  tons.  Then  we  buy  plates  and  other  bridge 
material,  and  so  on. 

The  Chairman.  Then  you  have  steel  cars  and  all  that  sort  of  thing  ? 

Mr.  Hill.  Yes. 

The  Chairman.  Now,  Mr.  Hill,  it  is  reported  that  it  costs  $17,  all 
costs  considered,  to  make  a  ton  of  steel  rails. 

Mr.  Young.  Before  you  go  into  that,  let  me  finish  with  what  I  was 
on. 

The  Chairman.  Certainly;  I  thought  you  were  through. 

Mr.  Young.  I  want  to  clear  this  up  in  my  own  mind. 

In  determiniag,  then,  the  value  of  ore  land  you  would  have  to 
consider,  would  you  not,  not  only  the  price  that  ore  bore  at  the  time, 
but  look  back  over  a  series  of  years  and  consider  also  the  condition 
of  the  steel  industry  and  the  prospects  for  the  future  in  order  to  form 
your  judgment  ? 

Mr.  Hill.  That  is  right ;  the  probable  demand. 

Mr.  Young.  From  1901  to  1907  there  was  a  considerable  increase 
in  the  volume  of  steel  business  in  this  country,  was  there  not  1 

Mr.  Hill.  I  am  not  a  good  authority  on  that  subject. 

Mr.  Young.  I  see  that  the  price  of  Bessemer-Missabe — and  in  this 
table  that  means  first  grade 

Mr.  Hill.  Yes. 

Mr.  Young.  In  Lake  Erie  ports  in  1901  it  was  $3.25;  ra  1907  it  was 
$4.75,  or  $1.50  more.  Did  not  that  reflect  pretty  accurately  the 
great  increase  in  the  steel  business  during  those  years  and  the 
increased  knowledge  of  the  value  of  Missabe  ores  for  use  in  the  busi- 
ness? 

Mr.  Hill.  It  certainly — that  change  was  made  by  the  increase  of 
knowledge  and  the  intelligent  estimate  of  the  uses  to  which  the  ore 
could  be  put.     I  know  the  Eddy  people  of  Michigan 

Mr.  Young.  Of  Saginaw  ? 

Mr.  Hill.  Of  Sagmaw,  I  think  Leonard  Eddy.  They  had  a 
couple  of  boats  on  the  Lake.  Thej  had  a  mine  called  the  "Penob- 
scot." When  we  bought  the  Wright  &  Davis  land  they  shipped 
their  ore  over  the  railway  we  bought.  I  think  their  price  delivered 
at  Lake  Erie  was  $2.50  a  ton  for  that  Penobscot  ore,  because  it  was 
fine  ore — I  mean  fine  physically.  I  do  not  know  who  owns  it  now. 
But  that  ore  would  be  worth,  and  would  be  cheap  enough  at  $2.25 
on  the  car  at  the  mine  to-day. 

Mr.  Young.  There  is  one  other  question  I  would  like  to  ask  you, 
if  you  know,  and  that  is  whether  m  1901  it  is  not  true  that  there 
were  very  few  people,  even  in  the  iron  and  steel  business,  that  had 
any  appreciation  of  the  ore  situation,  and  the  great  value  there  was 
in  that  body  of  Lake  Superior  ore;  if  they  were  not  very  late,  even 
men  like  Mr.  Porter,  for  instance,  in  waking  up  1 
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Mr.  Hill.  Why,  Mr.  Porter,  at  one  time,  I  think  he  told  me  before 
he  died,  could  have  acquired  the  whole  range  for  less  than  a  million 
dollars. 

Mr.  Young.  That  was  a  half  interest  there. 

Mr.  Hill.  My  impression  is  he  told  me  he  could  get  the  whole 
range. 

Mr.  Young.  It  is  true,  is  it  not,  that  very  few  people  did  see  that  ? 

Mr.  Hill.  I  know  that  when  I  bought  the  Wright  &  Davis  prop- 
erty I  knew  nothing  about  iron  ore.  My  son  asked  me  to  go  up  there. 
We  were  largely  interested  in  having  bought  this  bankrupt  road 
that  was  buildmg  up  out  to  Crookston.  We  were  interested  in 
getting  tonnage  for  it.  He  asked  me  to  come  up  and  look  at  it. 
We  looked  it  over.  I  bought  that  property  largely  on  what  I  con- 
sidered the  value  of  the  Mahoning  mine.  I  could  see  there  was  no 
loss  in  it,  if  there  was  no  other  ore  on  the  property.  I  took  the 
whole  thing.  It  was  largely  based  on  what  I  could  see  opened  up 
in  the  Mahoning  and  the  Stevenson. 

For  instance,  Gates,  for  the  Wire  Co.,  wanted  to  buy  the  Ste- 
phenson from  us.  The  borings  that  had  been  made  showed  about 
three  and  a  half  to  four  billion  tons,  and  he  wanted  to  buy  it.  But  I 
told  him  we  did  not  want  to  sell.  I  suggested  to  him  that  we  had 
better  take  up  the  Sauntry,  and  he  did.  He  said  to  me,  "Let's  you 
and  me  go  up  there  and  spend  Sunday  up  on  the  range."  I  said,  "  If 
you  and  I  go  up,  Nve  have  recently  bought  the  Wright  &  Davis  land, 
and  if  we  go  up  there  and  look  around  at  these  properties  you  will  not 
be  able  to  buy  them  at  all.  They  will  put  the  price  up.  My  advice 
would  be  for  you  to  go  and  have  a  talk  with  Mr.  Sauntry;  have  him 
come  down,  and  you  make  a  trade  with  him  if  you  can." 

He  did,  and  within  30  days  I  offered  him  a  million  dollars  profit, 
and  he  would  not  take  it. 

Now,  to  say  that  what  he  paid  for  it  was  the  basis  of  the  value  of 
that  property  is  ridiculous. 

Mr.  Young.  Would  you  substitute  for  that  the  profit  that  might 
be  expected  in  the  use  of  it  ? 

Mr.  Hill.  Having  got  interested,  I  began  to  investkate  the  iron 
question  and  found  out  what  ore  there  was  on  Lake  Superior,  and 
what  I  could  find  everywhere  else  in  the  world.  Among  the  first 
men  I  sent  for  was  Mr.  Selwood.  I  got  from  him  all  the  information 
I  could. 

The  fact  that  in  this  country  from  1800  to  1900  the  consumption 
of  iron  had  gone  from  7  pounds  per  capita  to  685  pounds  per  capita, 
according  to  the  United  States  census  figures,  showed  me  that  the  use 
of  iron  was  increasing  very  fast,  and  that  the  value  must  increase. 

The  Chairman.  Now,  to  get  back  to  what  I  was  talking  about: 
You  are  in  a  position  where  even  if  the  Cambria,  the  Pennsylvania,  the 
Republic  Iron  and  Steel,  aU  these  other  companies  that  own  prac- 
tically all  the  ore,  except  that  which  you  hold  on  the  Mesabi  Range, 
should  conclude  they  did  not  want  to  buy  any  more  ore,  you  are  in  a 
position  to  utilize  a  vast  amount  of  this  ore  yourself,  are  you  not  ? 

Mr.  Hill.  You  mean  to  go  into  the  steel  business  ? 

The  Chairman.  Yes. 

Mr.  Hill.  I  will  be  a  first-class  angel  with  red  and  white  feathers 
in  my  wings  long  before  I  will  be  in  the  steel  business.     I  will  be  74 
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years  old  next  September,  and  I  tell  you  I  have  done  most  of  the  hard 
work  I  intend  to  do.     [Laughter.] 

The  Chairman.  Let  the  other  feUow  do  the  hard  work,  and  you  get 
the  profits. 

Mr.  Hill.  If  I  had  been  so  very  anxious  to  have  made  money,  I 
think  I  would  have  held  onto  that  ore. 

The  Chairman.  Mr.  Hill,  you  did  at  one  time  consider  going  into 
the  business,  did  you  not  ? 

Mr.  Hill.  I  did  what  ? 

The  Chairman.  You  considered  at  one  time  the  advisability  of 
going  into  the  steel  business  ? 

Mr.  Hill.  Oh,  no. 

The  Chairman.  Was  it  not  generally  stated  in  the  public  prints,  and 
like  that,  about  five,  six,  or  seven  years  ago,  that  you  thought  of  going, 
together  with  certain  persons,  into  the  erection  of  blast  furnaces  ? 

Mr.  Hill.  I  never  considered  it. 

The  Chairman.  And  rail  mills? 

Mr.  Hill.  I  do  not  recall  having  seen  it.  I  never  had  any  such 
thought.  But  there  are  a  good  many  things  that  appear  in  the  public 
prints  that  need  verification.  Sometimes  the  boys  write  for  space. 
[Laughter.] 

Mr.  Beall.  You  do  not  meaii  these  boys  here  ? 

Mr.  Hill.  Oh,  no;  they  are  accurate  reporters. 

The  Chairman.  Correspondents.     [Laughter.] 

Mr.  Hill.  Oh! 

The  Chairman.  You  are  still  utilizing  this  old  Wright  &  Davis 
Railroad  ? 

Mr.  Hill.  Oh,  yes;-  and  we  built  additional  lines  along  the  range. 

The  Chairman.  But  you  followed  the  same  direction? 

Mr.  Hill.  Building  all  the  time  into  different  mines. 

The  Chairman.  At  what  point  does  that  Wright  &  Davis  Road 
strike  the  main  line  of  the  Great  Northern  ? 

Mr.  Hill.  At  the  Swan  River. 

The  Chairman.  How  far  is  it  from  Superior  to  Swan  River  ? 

Mr.  Hill.  About  70  miles,  I  think,  speaking  roughly.  That  is  an 
estimate.     I  do  not  carry  the  distances  in  my  nead. 

The  Chairman.  So  that  you  go  over  the  main  hne  of  your  road  to 
Swan  River  and  then  there  your  trains  are  diverted  onto  the  Wright 
&  Davis  hne  ? 

Mr.  Hill  (making  a  drawing  upon  a  piece  of  paper,  and  handing 
it  to  the  chairman).  There.  There  is  Lake  Superior  [indicating]. 
We  go  out  west  toward  Red  River.  That  is  the  Wright  &  Davis; 
that  is  the  hne  we  built;  that  is  another  line  we  buUt,  and  this  is  the 
line  that  connects  it  [illustrating  his  remarks  by  reference  to  the 
drawing  previously  made]. 

The  Chairman.  So  that,  roughly  speaking,  about  two-thirds  of 
the  haul  is  over  the  main  line,  and  the  other  is  over  these  branch 
fines,  between  the  Mesabi  Range  and  Superior? 

Mr.  Hill.  The  branch  line  mileage  is  greater  than  the  length  of 
the  main  fine  over  which  the  ore  travels. 

The  Chairman.  You  do  not  build  any  tracks  into  these  ore  pits, 
do  you  ? 

Mr.  Hill.  Not  down  into  pits;  we  build  to  the  edge. 

The  Chairman.  The  operator  of  the  mine,  whoever  it  is  that  has 
the  lease,  constructs  the  tracks  in  the  pit,  and  brings  the  cars  up  the 
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incline,  whatever  it  is,  up  to  the  level  space,  and  there  assembles 
the  cars  ? 

Mr.  Hill.  No.  He  delivers  them  there,  and  we  assemble  at  some 
central  point. 

The  Chairman.  I  mean,  he  assembles  such  cars  as  he  gets  out  of 
the  pit. 

Mr.  Hill.  He  delivers  them  at  the  surface  level  of  the  mine. 

The  Chaikman.  Who  pays  the  tax  on  these  mines  now? 

Mr.  Hill.  During  the  lease? 

The  Chaikman.  Yes. 

Mr.  Hill.  The  steel  company. 

The  Chairman.  Who  paid  the  taxes  prior  to  that  time  ? 

Mr.  Hill.  The  trustees;  except  anything  that  is  leased.  Whatever 
is  leased  the  lessee  pays  the  taxes. 

The  Chairman.  You  spoke  of  the  State  of  Minnesota  making  a 
fairly  accurate  estimate. 

Mr.  Hill.  I  think  they  have  access  to  all  information,  and  I  think 
they  are  energetic  and  anxious  that  the  State  should  collect  as  large  a 
tax  as  the  property  will  bear. 

The  Chairman.  They  are  anxious  to  know  just  where  this  ore  is, 
because  the  more  ore  tney  find  the  more  taxes  they  get ;  is  that  not 
true? 

Mr.  Hill.  There  is  more  than  that.  They  are  very  large  owners  of 
the  fee.  The  State  of  Minnesota  under  the  swamp-land  grant  became 
the  owners  of  a  great  deal  of  this  iron  ore. 

The  Chairman.  Do  you  remember  just  what  tax  you  paid  on  this 
ore? 

Mr.  Hill.  I  have  not  the  remotest  idea.  I  think  that  report  shows 
the  taxes. 

The  Chairman.  Your  own  report  shows  the  entire  assessed  valua- 
tion ? 

Mr.  Hill.  No;  I  think  the  report  I  handed  in  this  morning  shows 
the  taxes. 

The  Chairman.  The  entire  assessed  valuation  of  the  mining  pro; 
erty  in  the  State  of  Minnesota  for  the  year  1906  is  $69,851,845,  accori 
ing  to  Mr.  Herbert  Ejiox  Smith's  report. 

Mr.  Hill.  That  is  something  I  have  no  knowledge  about. 

The  Chairman.  There  is  a  higher  tax  on  a  developed  mine  than  on 
undeveloped  mines,  is  there  not  ? 

Mr.  Hill.  That  I  do  not  know. 

The  Chairman.  If  you  owned  400,000,000  tons  and  there  are 
1,200,000,000  in  the  range,  in  round  numbers 

Mr.  Hill  (interposing).  Or  13.     I  think  they  put  it  a  httle  over  13. 

The  Chairman.  You  own  approximately  one- third  of  the  range  ? 

Mr.  Hill.  Yes;  less  than  one-third. 

The  Chairman.  Then  that  would  be  about  $23,000,000  that  your 
properties  would  be  valued  at  for  the  purpose  of  taxation  ? 

Mr.  Hill.  I  do  not  Imow. 

The  Chairman.  Can  you  account  for  that  valuation  for  the  purpose 
of  taxation?  Can  you  reconcile  that  with  the  valuation  placed  on 
these  ores  in  that  lease  ? 

Mr.  Hill.  That  is  a  subject  I  have  never  thought  of,  and  I  do  not 
know  anything  about  it.  _  ^  .  . 

Mr.  Young.  If  you  will  permit  me  right  there,  I  have  this  table 
before  me.     I  see  the  very  next  year  they  raised  that  assessed  value 
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to  $186,720,026,  and  for  1911  they  have  assessed  it  at  $232,455,603. 
They  state  from  this  report  that  is  about  40  per  cent  of  what  they 
regard  its  real  value. 

Mr.  Lindsay.  That  is  the  average  value  of  farm  land  assessments, 
25  to  40  per  cent,  and  this  is  supposed  to  be  the  same. 

The  Chairman.  Do  you  mean  to  say  they  assess  land  of  this 
immense  value  like  they  would  ordinary  farm  land  ? 

Mr.  Lindsay.  They  try  to  put  it  on  the  same  basis  of  per  cent  of 
value. 

Mr.  Carroll.  It  is  merely  the  per  cent  of  value,  a  little  over  a 
third  of  its  value.  If  farm  lands  were  worth  $300  an  acre,  they 
would  be  assessed  for  about  a  third  of  that  and  the  other  would  be 
assessed  in  the  same  proportion. 

The  Chairman.  The  valuation  of  this  ore  would  be  $600,000,000 
for  that  $1,300,000,000. 

Mr.  Hill.  Or  $1,200,000,000,  because  some  has  been  mifaed  out 
since. 

The  Chairman.  That  would  be  50  cents  a  ton,  if  you  owned  it  all  ? 

Mr.  Hill.  Yes. 

The  Chairman.  How  did  you  manage  to  lease  for  85  cents  a  ton 
properties  the  fee  of  which  is  worth  50  cents  ? 

Mr.  Hill.  That  was  the  simplest  thing  in  the  world.  I  did  not 
have  the  slightest  difficulty.  I  told  them  that  was  the  price  they 
could  have  it  at,  and  it  was  a  loss  of  their  time  and  a  waste  of  mine  to 
ask  for  any  other  figure,  that  when  they  were  ready  to  pay  that 
figure  they  could  close  the  lease,  but  untd.  the}'  were  they  need  not 
spend  any  time  on  it. 

The  Chairman.  If  that  had  not  been  the  only  remaining  tract,  the 
only  remaining  large  ore  body  in  that  region,  easy  of  reach  by  rail- 
road facihties,  do  you  believe  they  would  ever  have  leased  it  ? 

Mr.  Hill.  I  do  not  know.  Inhere  is  another  range,  called  the 
Caguna,  they  have  been  exploring  for  some  time,  and  a  great  deal  is 
claimed  for  it. 

The  Chairman.  Speaking  of  the  Caguna  Range,  they  have  a  road 
running  out  to  Oaguna,  the  Soo  Line. 

Mr.  Hill.  The  Northern  Pacific  runs  right  through  it. 

The  Chairman.  That  gives  those  people  an  outlet.  They  are  not 
dependent  upon  either  ttie  Duluth,  Missabe  &  Northern  or  the  Duluth 
&  Iron  Range,  or  the  Great  Northern.     None  of  them  touch  it. 

Mr.  Hill.  The  Great  Northern  has  no  rails  into  Caguna,  and  is 
not  likely  to  build  any. 

The  Chairman.  Did  not  the  freight  rate  on  this  road  force  your 
people  to  reduce  your  rates  ? 

Mr.  Hill.  No,  sir. 

The  Chairman.  I  have  heard  that  charged. 

Mr.  Hill.  No  -  it  had  nothing  to  do  with  it. 

The  Chairman.  Nothing  in  the  world  ? 

Mr.  Hill.  No;  it  was  a  different  proposition.  The  distance  is 
shorter  to  the  lake  from  the  Caguna,  and  it  is  mainly  on  account  of  the 
fact  that  line  has  other  busiaess,  and  it  has  not  to  be  thrown  away 
when  the  iron  is  exhausted.  Our  mileage  is  mainly  built  in  over  that 
boggy  country  for  the  purpose  of  cariying  ore,  and  nothing  else. 

The  Chairman.  That  is  j^our  branch  roads  1 
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Mr.  Hill.  They  are  branches,  but  they  are  a  great  deal  longer  than 
the  proportion  of  main  line  that  is  used  in  transportiag.  I  don't 
know  whether  the  State  will  insist  after  the  ore  is  mined  out  on  our 
operating  that  railroad  wheil  there  is  nothing  to  do. 

The  Chairman.  I  asked  you  awhile  ago,  Mr.  Hill,  about  this  North- 
ern Pacific  Eailroad.  I  notice  here  that  the  executive  committee  of 
this  Northern  Pacific — they  are  the  people  who  do  the  work,  are  they 
not  1  That  is  the  ijnpression,  that  the  executive  committee  are  the 
people  that  have  the  active  management. 

Mr.  Hill.  The  board  of  directors  have  the  management,  and  the 
executive  committee  is  a  smaller  number,  to  whom  certain  special 
business  is  referred,  as  a  usual  thing. 

The  Chairman.  I  notice  on  this  committee  George  F.  Baker,  who 
was  one  of  the  executive  committee,  on  the  board  of  directors.  Do 
you  know  whether  he  is  associated  in  any  way  with  Mr.  Morgan  ? 

Mr.  Hill.  I  do  not  know. 

Mr.  Baker  is  chairman  of  the  First  National  Bank  in  New  York,  I 
remember,  an  old  and  very  important  bank. 

The  Chairman.  I  notice  here  Mr.  James  N.  Hill  is  on  the  executive 
committee  ? 

Mr.  Hill.  He  is  vice  president  of  the  Northern  Pacific. 

The  Chairman.  That  is  your  son  ? 

Mr.  Hill.  Yes,  sir. 

The  Chairman.  Mr.  Louis  Cass  Ledyard,  is  one  of  the  directors. 

Mr.  Hill.  Yes ;  I  know  him. 

The  Chairman.  Is  he  attorney  for  Mr.  Morgan  ? 

Mr.  Hill.  I  do  not  know. 

Mr.  Eeed.  He  testified  he  was  not. 

Mr.  Hill.  I  do  not  know  how  I  would  know  who  Mr.  Morgan's 
attorney  was. 

The  Chairman.  We  are  all  interested  in  these  great  men,  you  know. 
And  Mr.  Charles  Steel? 

Mr.  Hill.  I  know  Mr.  Charles  Steel. 

The  Chairman.  Is  he  associated  in  any  way  with  the  United 
States  Steel  Corporation  ? 

Mr.  Hill.  I  think  he  is  a  member  of  the  board  of  directors. 

The  Chairman.  I  notice  on  the  directorate,  in  addition  to  Mr. 
James  N.  Hill  and  Mr.  Ledyard,  Mr.  George  W.  Perkins,  and  Mr.  J. 
Pierpont  Morgan,  jr.     He  is  a  son  of  Mr.  J.  Pierpont  Morgan  ? 

Mr.  Hill.  They  are  directors  of  the  steel  company  and  the  North- 
ern Pacific. 

The  Chairman.  Not  the  Northern  Pacific. 

Mr.  Reed.  Is  that  the  Northern  Pacific  or  the  Great  Northern  ? 

The  CpAiRMAN.  That  is  the  Northern  Pacific,  to  which  I  called  his 
attention. 

Mr.  Hill.  Their  holdings  are  not  very  large.  I  should  say 
$20,000,000. 

The  Chairman.  That  would  look  hke  a  pretty  smart  sum  to  a  little 
fellow  like  me. 

Mr.  Hill.  Well,  those  things  are  relative. 

The  Chairman.  I  understand.  I  have  not  even  yet  become  used 
to  talking  about  $20,000,000  or  20,000,000  tons  of  ore  Hke  it  was  a 
postage  stamp.  I  believe  if  I  continued  this  investigation  much 
longer  I  would. 
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Well,  we  aro  very  grateful  to  3-ou,  Viv.  liill,  and  you  are  excused 
unless  others  of  the  committee  care  to  ask  further  questions. 

Mt.  Hill.  I  am  very  much  obliged  to  the  committee.  I  would 
like  to  have  been  able  to  answer  even-  'question  that  was  asked  me. 
There  were  some  of  them  I  would  like  very  much  to  have  an.swered 
if  I  could,  but  as  this  is  sworn  testimony  I  do  not  like  to  be  quoted 
on  irrelevant  opinions,  or  opinions  that  have  no  foundation  that 
would  be  satisfactory'  to  me. 

Mr.  Beall.  Mr.  Hill,  would  you  be  willing  to  express  an  opinion 
upon  a  matter  t  hat  affects  the  country,  and  one  in  which  the  country 
is  very  much  interested,  although  it  may  not  relate  directly  to  this 
particular  investigation.  You  have  been  engaged  in  business  in  this 
country  many  years  ? 

Mr.  Hill.  Yes. 

Mr.  Beall.  You  have  helped  to  develop  it '. 

Mr.  Hill.  I  have  tried  to. 

Mr.  Beall.  You  have  seen  wonderful  changes  occur  ? 

Mr.  Hill.  I  have. 

Mr.  Beall.  Not  only  in  the  railroad  world,  but  in  the  business 
world  generally  ? 

Mr.  Hill.  Thave. 

Mr.  Beall.  Mr.  Carnegie  and  Mr.  Gary  and  others,  who  have  been 
before  this  committee,  have  expressed  an  opinion  on  the  subject  that 
aroused  a  very  great  deal  of  interest  throughout  the  country.  They  have 
expressed  the  opinion  that  the  a^e  of  competition  in  the  business  world 
is  a  thing  of  the  past;  that  the  old  law  of  competition  governing  trade 
no  longer  prevails,  and  that  the  time  is  not  far  distant,  if  it  has  not 
already  come,  when  some  agency  of  the  Government  must  be  insti- 
tuted for  the  purpose  of  fixing,  say,  a  mimimum  or  maximum  price 
for  the  products  of  these  great  industrial  concerns. 

I  do  not  know  any  one  opinion  that  the  country  would  value  more 
highly  upon  that  question  than  yours,  if  you  would  care  to  express 
an  opinion. 

Mr.  Hill.  It  would  only  be  my  opinion. 

Mr.  Beall.  Of  course,  what  they  said  was  their  opinion. 

Mr.  Hill.  I  think  you  would  have  to  change  human  nature.  I 
think  you  would  have  to  eliminate  the  selfish  motive  that  moves  not 
only  human  beings  but  every  other  fonn  of  life.  I  think  there  will 
be  competition  in  the  world  as  long  as  the  law  of  the  survival  of 
the  fittest  exists.  It  will  be  exact,  active,  and  operating  as  it  is  long 
after  our  statute  laws  are  wiped  off  the  books. 

Mr.  Beall.  You  do  not  think  that  the  time  is  anything  Uke  close 
at  hand  when  it  will  be  necessary  to  create  or  invoke  the  authority 
of  the  Federal  Government  to  control  the  prices  of  all  the  commodities 
of  this  country? 

Mr.  Hill.  1  tliink  when  the  Federal  Government  would  undertake 
to  do  that  it  would  be  a  very  short  step  until  we  would  have  no  Federal 
Government. 

Mr.  Beall.  I  thoroughly  agree  with  you. 

Mt.  Hill.  I  would  like  to  Uve  under  the  old  Government  and  the 
old  flag. 

Mr.  Beall.  It  would  not  be  very-  much  hke  an  old-fashioned 
Republican  Government. 

Mr.  Hill.  No;  it  would  be  a  mob. 
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The  Chairman.  That  last  statement  you  have  made  is  very  whole- 
some and  very  encouragmg,-  coming  from  a  great  financier.  Now, 
Mr.  Hill,  what  would  you  think  of  this  sort  of  a  situation:  Suppose 
you  great  financiers  should  combine  and  agree  among  yourselves  to 
eliminate  all  competition,  to  operate  your  great  businesses  in  your 
own  interests,  without  any  one  of  you  ever  doing  anything  to  hurt  the 
other,  dividing  according  to  the  golden  rule  and  a  new-found  broth- 
erly love,  equitably,  all  that  you  couM  get  from  this  organized  mob 
you  may  call  society;  and  in  addition  to  that  if  you  would  further 
agree  that  you  would  use  this  organization,  by  an  agreement  among 
yourselves  and  by  this  power,  to  prevent  a  like  agreement  among 
your  employees ;  you  would  force  them  to  compete,  crush  anything  in 
the  nature  of  a  labor  organization,  never  deal  with  them  collectively, 
and  with  labor  scattered  and  dismembered,  each  individual  doing  for . 
himself  on  the  one  hand,  and  with  society  organized  on  the  other — 
how  long  do  you  think  this  Government  would  last  under  that  sort  of 
condition  ? 

Mr.  Hill.  Oh,  it  might  last  a  week.     [Laughter.] 

Mr.  Reed.  Nobody,  Mr.  Hill,  thinks  that  condition  would  ever 
exist. 

Mr.  Bartlett.  As  I  understand  you,  you  do  not  believe  it  was 
ever  intended,  under  this  form  of  government  under  which  we  have 
lived  and  have  prospered,  that  the  United  States  Government  should 
undertake  to  regulate  business  by  fixing  prices  or  directing  the  con- 
duct of  a  business. 

Mr.  Hill.  I  would  lay  down  the  law  as  to  right  and  wrong;  I  would 
limit  powers ;  I  would  see  that  every  corporation  that  started  business 
puts  its  money  up,  and  I  would  not  be  jealous  of  them  on  account  of 
the  size. 

There  is  a  very  large  concern  in  Germany,  Krupp,  in  the  steel  busi- 
ness.    I  think  from  the  Emperor  down  the  jieople  are  very  proud  of  it. 

Now,  I  would  not  have  any  watered  stock ;  I  would  let  them  make 
their  corporation  as  big  as  they  liked  to,  but  I  would  see  that  100 
cents  on  every  dollar  was  put  up,  and  if  they  put  up  the  mone}'^  they 
will  take  care  of  it. 

Mr.  Bartlett.  And  that  they  should  not'  combine,  whether  it  be  a 
railroad  or  a  business  corporation,  for  the  purpose  oiF  defeating  com- 
petition or  increasing  prices? 

Mr.  Hill.  Not  a  bit;  I  would  not  allow  it. 

Mr.  Bartlett.  You  tried  once,  in  the  railroad  business,  did  you 
not? 

Mr.  Hill.  You  mean  the  Northern  Securities  Co.  ? 

Mr.  Bartlett.  Yes. 

Mr.  Hill.  Well,  I  was  in  a  very  tight  place. 

Mr.  Bartlett.  The  court  got  you  out  of  the  tight  place? 

Mr.  Hill.  I  was  entirely  ready  to  get  out.  The  court  accepted  our 
solution  by  a  very  unanimous  decision. 

Mr.  Bartlett.  It  was  a  kind  of  a  split  decision. 

^Ir.  Hill.  It  came  very  quickly. 

Mr.  Bartlett.  Four  to  five,  I  believe. 

Mr.  Hill.  I  had  to  raise  in  three  months  about  190,000,000.  If 
I  did  not  those  properties  would  have  been  welded  in  with  the 
Northern  and  Southern  Pacific,  and  a  bigger  combination  than  ever 
was  made  in  the  country  would  have  been  the  result.  It  was  more 
monej'  than  I  had. 
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Mr.  Baktlett.  The  combination  was  not  permitted  to  exists 

Mr.  Hill.  I  stopped  it  by  getting  the  old  Great  Northern  stock- 
holders to  join  with  me.  In  doing  that  I  had  to  make  something 
that  interested  them.  They  had  been  prosperous  in  following  me 
before,  and  they  followed  there.  We  paid  in  $75,000,000  of  North- 
ern Pacific  preferred  stock  in  the  organization.  There  was  the  right 
to  the  common  stockholders  to  pay  it  off  at  par.  We  paid  it  off. 
The  Union  Pacific  people  who  bought  it  expected  to  hold  a  majority. 
They  had  in  common  and  preferred  a  majority.  When  we  paid  off 
their  preferred  they  had  a  small  minority. 

Mr.  Baktlett.  You  did  not  agree  with  the  proposition  that  was  up 
here 

Mr.  Hill  (interposing) .  It  was  either  do  that  or  hand  over  the 
property  to  the  other  fellow. 

Mr.  Bartlett.  The  court  did  not  let  you  do  that,  and  you  still 
have  a  prosperous  business,  a  railroad,  and  everything  of  that  sort  ? 

Mr.  Hill.  I  am  not  making  any  complaint. 

Mr.  Young.  You  spoke  of  your  faith  in  competition  as  an  active 
principle  in  the  business  life  to-day. 

Mr.  Hill.  Yes.  Whether  we  have  faith  in  it  or  not,  I  am  a  good 
deal  like  the  man  said  his  wife  was.  When  she  died  the  minister  came 
and  asked  if  she  was  resigned,  and  the  old  man  said  she  had  to  be. 
So  I  feel  I  have  to  be.     [Laughter.] 

Mr.  Young.  Do  you  beheve  that  this  principle  of  competition 
is  capable  of  deahng  successfully  with  the  enormous  combinations  of 
capital  that  we  have  in  this  country,  which  I  think  are  largely  neces- 
sary to  carry  on  our  business  ? 

Mr.  Hill.  I  do  not  think  we  get  poor  on  account  of  having  more 
money. 

Mr.  Young.  No.  But  do  you  think  that  the  principle  is  capable 
of  preventing  those  combinations  from  an  oppression  of  the  people 
who  have  to  depend  on  them,  evt'u  for  the  necessaries  of  life?  Do 
you  think  we  can  safely  rely  on  them  ( 

Mr.  Hill.  When  I  gave  the  opinion  I  based  it  on  this:  That  I  do 
not  think  it  is  within  the  power  of  man  to  eliminate  competition. 

Mr.  Young.  Do  you  think  that  competition  can  deal  with  that 
situation  successfully  * 

Mr.  Hill.  No  matter  whether  it  can  or  not,  it  has  got  to.  If  you 
had  two  boys  and  you  started  them  both  equally,  do  you  think  there 
would  not  be  competition,  if  they  were  both  in  the  same  business? 
Even  if  they  were  twin  brothers  before  they  got  through  there  would 
be  competition  between  them. 

Mr.  Young.  Is  not  the  end  of  competition  the  survival  of  the  fittest, 
and  win  not  the  one  survive  who  can  perform  the  service  the  best,  or 
for  the  least  money  ? 

Mr.  Hill.  When  we  are  translated  and  cease  to  be  material  people, 
we  may  get  on  without  competition.  Until  that  time  I  thmk  we 
wUl  have  to  be  satisfied  to  keep  our  feet  on  ear*^h  and  go  as  our  fore- 
bears did,  back  to  Adam  and  Eve. 

Mr.  Young.  You  think  there  is  no  future,  then,  in  any  line  of 
business,  in  any  one  concern  surviving  competition  and  establishing 
a  monopoly  of  that  entire  business  ?  You  think  we  can  trust  compe- 
tition to  deal  with  the  situation  successfully  ? 
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Mr.  Hill.  I  do  not  know  of  any  overgrown  establishment  that  has 
been  successful.  The  Standard  Oil  Co.  came  the  nearest  to  it.  We 
are  not  permanently  successful. 

Mr.  Young.  It  seems  to  be  pretty  successful  now. 

Mr.  Hill.  They  are  relieved  from  responsibility  now. 

Mr.  Young.  They  can  put  the  price  up  now. 

Mr.  Reed.  The  Sherman  Act  permitted  them  to  do  that. 

Mr.  Hill.  It  is  since  the  decision  they  have  put  up  the  price  of  oil. 

The  Chairman.  The  committee  will  stand  adjourned  until  to-mor- 
row morning  at  10.30  o'clock. 

Thereupon,  at  5.40  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Wednesday,  February  14,  1912,  at  10.30.  o'clock  a.  m. 


ADDENDA. 


This  agreement,  made  and  entered  into  by  and  between  the  United  States  Steel 
Corporation,  a  corporation  of  the  State  of  New  Jersey,  party  of  tbe  first  part,  and  the 
West  Missabe  Land  Co.  (Ltd.);  Wright  Land  Co.  (Ltd.),  Davis  Land  Co.  (Ltd.),  Wells 
Land  Co.  (Ltd.),  Stone  Land  Co.  (Ltd.),  partnership  associations  organized  under  the 
laws  of  the  State  of  Michigan,  and  the  Wabigan  Iron  Co.,  Minosin  Iron  Co.,  Nibiwa 
Iron  Co.,  Wenona  Iron  Co.,  Minawa  Iron  Co.,  Leonard  Iron  Mining  Co.,  Arthur  Iron 
Mining  Co.,  Fillmore  Iron  Mining  Co.,  Harrison  Iron  Mining  Co.,  Jackson  Iron  Mining 
Co.,  Polk  Iron  Mining  Co.,  Tyler  Iron  Mining  Co.,  and  Van  Buren  Iron  Mining  Co., 
corporations  organized  under  the  laws  of  the  State  of  Minnesota,  parties  of  the  second 
part,  witnesseth: 

Whereas  the  said  parties  of  the  second  part  have  agreed  to  lease  to  the  Great  Western 
Mining  Co.,  a  corporation  of  Minnesota,  certain  lands,  mineral  rights,  and  leasehold 
estates,  for  the  purpose  of  mining  and  removing  iron  ore  thereon,  as  more  particularly 
appears  from  an  indenture  of  lease  dated  the  2d  day  of  January,  1907,  proposed  to  be 
made  and  executed  by  and  between  the  parties  of  the  second  part  hereto,  and  the 
Great  Western  Mining  Co.,  and  Lewis  W.  Hill,  James  N.  Hill,  Walter  J.  Hill,  and 
Edward  T.  Nichols,  as  trustees;  and, 

Whereas  it  was  agreed  that  said  lease  was  to  be  executed  upon  condition  that  the 
party  of  the  first  part  hereto,  the  United  States  Steel  Corporation,  should  guarantee 
the  performance  of  each  and  every  of  the  terms  and  conditions  therein  stipulated  to 
be  performed  by  the  Great  Western  Mining  Co.; 

Now,  therefore,  in  consideration  of  the  sum  of  $1  in  hand  paid,  by  the  parties  of 
the  second  part  to  the  party  of  the  first  part,  and  in  consideration  of  the  execution 
of  said  indentiu-e  or  minmg  lease,  by  the  pai-ties  of  the  second  part  to  said  Great  West- 
ern Mining  Co.,  the  party  of  the  first  part  hereby  guarantees  that  said  Great  Western 
Mining  Co.,  its  successors  and  assigns,  shall  well  and  truly  keep  and  perform  each 
and  every  of  the  terms  and  conditions  of  said  mining  lease  to  be  by  it  performed. 

In  witness  whereof,  the  party  of  the  first  part,  the  United  States  Steel  Corporation, 
has  caused  these,  presents  to  be  executed  m  duplicate  in  Hoboken,  in  the  State  of 
New  Jersey,  by  its  president  and  secretary,  and  the  seal  of  said  corporation  to  be 
aflBxed  thereto,  this day  of ,  A.  D.  190-. 

United  States  Steel  Cobpoeation, 

By ,  President. 

Attest: 

,  Secretary. 

Article  3. 

[P.  13.) 

It  is  understood  that  a  part  of  the  iron  ore  in  or  udder  said  demised  lands  is  mixed 
and  intermingled  with  silica,  sand,  and  other  foreign  and  worthless  substances,  and 
is  so  deposited  in  layers  or  strata  as  to  require  and  render  necessary,  when  and  as  mined, 
and  before  shipment,  the  washing  and  screening  of  said  ore,  or  treatment  by  such  other 
proper  process  as  may  be  provided  for  the  purpose  in  order  to  separate  and  remove 
such  silica,  sand,  and  other  waste  or  useless  material,  and  secure  an  ore  product  which 
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nhall  Ije  merchantable  and  of  proper  composition  for  succcs.-iful  and  economical  use  in 
blast  furnaces.  Said  washing  or  screening  or  other  treatment  involves  a  considerable 
additional  mining  cost,  and  a  necessary  waste  in  said  mining  operations,  which  can 
not  be  prevented ,  but  said  washing  or  screening  or  other  treatment  can  be  done  to  the 
best  adVantage  and  most  economically  before  shipment,  upon  the  demised  premises 
or  in  the  vicinity  thereof. 

In  view  whereof,  the  lessors  hereby  covenant  and  agree  to  and  with  the  lessee  that 
all  the  iron  ore  mined  hereunder  from  said  demised  premises  which  it  finds  or  deems 
necessary  to  wash  or  screen  or  otherwise  treat  may  be  washed  or  screened  or 
otherwise  treated  liy  the  lessee,  but  at  its  sole  cost  and  expense,  for  the  pur- 
pose of  removing  the  silica,  sand,  and  other  foreign  substances  and  waste  or 
other  useless  material;  that  the  ore  product  or  concentrate  resulting  therefrom 
which  shall  be  merchantable  and  of  proper  composition  and  character  for  successful 
and  economical  furnace  use  shall  be  deemed  to  be  and  actually  shipped  as  merchanta- 
ble iron  ore  under  this  lease,  and  for  which  i-oyalty  at  the  rate  provided  in  this  lease 
shall  be  payable  and  paid ;  that  the  lessee  may  so  wash  or  screen  or  otherwise  treat  such 
ore,  so  mined  as  aforo-aid,  on  said  demised  lands,  or  elsewhere  in  the  vicinity,  wherever 
water  is  available  and  exists  in  sufficient  quantities  for  the  purpose;  and  that  the  tail- 
ings or  material  eliminated  liy  said  washing  or  screening  or  both,  or  other  treatment, 
whatever  may  be  their  or  its  nature  or  contents,  shall  be  treated  as  and  deemed  to  be 
.waste,  and  may  be  deposited  by  the  lessee  on  said  demised  premises,  or  elsewhere,  at 
such  places  and  in  such  manner  as  will  not  conflict  with  or  embarrass  the  future  oper- 
ations of  said  mine  or  mines. 

The  lessee  covenants  and  agrees  to  conduct  said  washing  or  screening  or  other  treat- 
ment of  said  ore  in  a  reasonable,  careful,  and  good  workmanlike  manner,  and  in 
accordance  with  the  requirements  of  good  engineering,  and  so  as  not  to  do  or  cause 
or  permit  any  unnecessary  or  unusual  waste  of  the  iron  ore  taken  from  said  premises, 
or  any  further  waste  thereof  than  is  "necessary  and  required  in  and  by  such  washing 
or  screening  or  other  treatment  in  order  to  make  an  ore  product  or  concentrate  which 
shall  be  merchantable  and  of  proper  composition  and  character  for  successful  and 
economical  furnace  use;  it  being  understood  that  said  washing  or  screening  or  other 
treatment  shall  be  so  conducted  by  the  lessee  as  to  separate  and  save  such  of  the  fine 
as  well  as  the  coarse  ore  as  it  finds  can  reasonably,  successfully,  and  economically  be 
done  in  and  by  the  use  of  suitable  and  proper  machinery  and  appliances,  and  still  be 
of  proper  composition  and  character  for  successful  and  economical  use  in  blast  furnaces. 

It  is  covenanted  and  agreed  between  the  parties  hereto  that  ore  removed  from  the 
demised  jjremises  to  any  other  lands,  for  the  purpose  of  washing  or  screening  or  other- 
wise treating  the  same,  shall  not  be  deemed  to  be  mined  and  shipped  from  the  demised 
premises  so  as  to  cause  the  royalty  herein  provided  for  to  accrue  thereon  until  such 
washed  or  screened  or  otherwise  treated  ore  shall  be  actually  shipped  and  weighed 
by  the  railroad  company  transporting  the  same. 

All  ores  mined  and  shipped  from  the  lands  covered  by  each  of  said  underlying 
leases  controlled  by  the  Arthur  Go.  and  by  the  Van  Buren  Co.,  and  all  ores  mined  and 
shipped  from  the  lands  owned  by  the  Wabigon  Iron  Co.,  Nilsiwa  Iron  Co.,  Minosin 
Iron  Co.,  Minawa  Iron  Co.,  andWenona  Iron  Co.  (hereinafter  for  convenience  called 
the  "Indian  Cos."),  as  well  as  those  mined  and  shipped  from  the  so-called  Walker 
lands,  and  from  any  other  lands  only  an  imdivided  part  of  or  interest  in  which  is  leased 
hereby,  shall  not  be  mined,  mixed,  or  intermingled  with  the  ores  from  any  other  lands 
demised  hereby,  or  with  any  other  ores  whatever,  until  after  proper  analysis,  treat- 
ment and  shipment  and  weighing  by  the  railroad  company  transporting  the  same; 
provided,  howe^'er,  that  the  foregoing  shall  not  prohibit  the  intermingling  of  any  ores 
mined  and  shipped  from  the  Indian  Cos.  one  with  another.  With  such  exceptions, 
no  separation  need  be  made  of  the  ores  from  the  demised  lands  of  the  lessors,  and  the 
same  may  be  mined,  mixed,  or  intermingled  with  each  other  at  any  time  and  before 
either  analysis,  treatment,  or  shipment. 

All  ores  mined  from  the  leased  premises  shall,  before  shipment  thereof,  be  sampled 
and  analyzed  for  the  purpose  of  ascertaining  the  iron  contents  thereof,  as  follows: 

Iron  ore  which  shall  not  be  concentrated  as  provided  in  this  article,  and  iron  ore 
which  has  been  concentrated,  shall,  when  placed  in  cars  for  shipment  by  the  lessee,  be 
carefully  sampled  in  such  manner  as  to  show  the  true  average  character  of  each  carload; 
and  such  samples  from  not  more  than  10  carloads  shall,  as  soon  as  j^racticable  thereafter, 
be  assembled  for  analysis,  dried  at  212°  F.,  and  thereafter  analyzed  by  practical,  com- 
petent, and  experienced  chemists,  and  liie  actual  percentage  of  metallic  iron  con- 
tained therein  shall  be  determined. 

Such  sampling  and  analyzing  shall  be  done  by  competent  persons  employed  and 
paid  by  the  lessee. 

The  lessee  shall  divide  the  pulp  of  all  samples  of  ore  removed  and  analyzed  as  afore- 
said into  three  parts,  one  part  for  the  trustees,  one  part  fur  the  lessee,  and  one  part 


UNITED   STATES   STEEL   CORPOKATION.  •  3249 

shall  be  securely  sealed  and  retained  by  the  lessee,  to  be  used  for  arbitration  in  case  of 
disagreement  in  regard  to  the  assay  results.  The  portion  of  the  pulp  to  be  delivered 
to  the  trustees  shall  be  delivered  upon  the  ground  to  such  person  or  persons  as  the 
trustees  shall  in  writing  from  time  to  time  designate. 

So  far  as  it  may  be  deemed  necessary  or  practicable,  in  a  general  way  the  ore  from  the 
leaged  premises  to  be  concentrated,  as  provided  in  this  article,  shall  from  time  to  time 
be  analyzed,  before  concentration;  and  the  waste  or  tailings  of  ore  which  shall  be 
concentrated  shall  also  be  analyzed  from  time  to  time. 

The  lessee  shall  ana  will  furnish  the  trustees  each  day  (or  as  soon  thereafter  as  the 
same  can  reasonably  be  completed)  with  a  certificate  signed  by  the  person  or  firm 
making  the  analysis  of  all  of  said  samples  of  ore  showing  the  result  of  each  analysis 
made  of  the  preceding  day's  samples  of  iron  ore;  and  the  lessee  shall  also  furnish  on 
the  20th  of  April,  July,  October,  and  January  in  each  year  certificates  or  statements 
showing  separately  the  general  average  of  all  analyses  made  (1)  of  all  such  ores  shipped 
from  any  mine  or  place  tf  concentration  to  dock  or  to  place  of  consumption,  (2)  of  all 
such  ores  removed  from  any  mine  to  the  place  of  concentration,  and  (3)  of  all  tailings 
made  during  the  preceding  three  months. 

The  general  average  of  all  ores  of  each  owner  required  to  be  kept  separate,  as  defined 
by  this  article,  shipped  to  dock  for  each  quarter  shall  be  taken  as  1±ie  basis  tor  com- 
puting the  royalty  to  be  paid  for  such  ores,  as  hereinafter  provided. 

The  statement  of  analyses,  to  be  fiu-uished  the  trustees,  shall  be  rendered  in  such  a 
manner  that  the  trustees  can  compnte  the  average  analysis  of  the  ores  of  each  of  the 
owners,  lessors  hereunder. 

Any  dispute  or  disagreement  between  the  trustees  and  the  lessee  in  respect  of  the 
sufficiency  of  any  sampUng  or  analyzing  done  hereunder,  or  in  respect  of  the  analyses 
furnished  by  the  lessee,  or  in  respect  of  the  character  or  qualifications  of  the  lessee's 
samplers  or  chemists  shall  be  submitted  to  and  determined  by  arbitration  in  the  man- 
ner hereinafter  provided  for  general,  arbitration:  Provided,  however,  That  any  objec- 
tion to  the  sufficiency  of  the  samphng  or  analyzing  done  hereunder,  or  in  respect  to 
the  analyses  furnished  by  the  lessee,  or  the  character  or  quaUfications  of  the  samplers 
or  chemists  shall  be  made  in  writing  within  60  days  after  the  samphng  and  analyses 
have  been  made,  and,  if  no  such  objection  is  made,  the  same  shall  be  conclusive 
between  the  parties  hereto;  and  in  no  event  shall  pulp  samples  be  preserved  for  more 
than  one  year  after  the  same  are  taken. 

Any  errors  in  the  sampling,  analyzing,  or  averaging  of  said  ores,  or  in  any  respect 
thereof,  shall,  when  ascertained,  be  cognizable,  and  shall  thereupon  be  adjusted  by 
the  parties  in  accordance  with  the  true  facts  and  so  as  to  protect  and  preserve  the  rights 
of  each  party  as  contemplated  by  the  provisions  of  this  lease. 

Article  IV. 

The  lessee  shall  proceed,  immediately  upon  the  execution  of  this  lease,  to  make 
explorations,  in  accordance  with  the  provisions  of  article  2  hereof,  and  to-  open  and 
operate  mines  in  the  lands  demised  hereby,  and  shall  ship  from  such  mines,  and  from 
such  aa  are  already  opened  in  the  leased  lands,  iron  ore  to  such  an  amount  that  the 
aggregate  of  shipments  in  each  year  from  the  leased  lands  ishall  not  be  less  than  the 
following  quantities: 

750,000  tons  in  the  year  1907,  1,500,000  tons  in  the  year  1908,  2,250,000  tons  in  the 
year  1909,  3,000,000  tons  in  the  y«ar  1910,  3,750,000  tons  in  the  year  1911,  4,500,000 
tons  in  the  year  1912,  5,250,000  tons  in  the  year  1913,  6,000,000  tons  in  the  year  1914, 
6,750,000  tons  in  the  year  1915,  7,500,000  tons  in  the  j^ear  1916,  8,250,000  tons  in  the 
year  1917  and  in  each  year  thereafter.  Provided,  however,  that  if  the  lessee  fails  to 
mine  and  ship  the  required  minimum  quantity  in  any  year  it  shall,  nevertheless; 
make  payment  for  the  deficiency  and  receive  credit  for  any  payment  for  which  ore 
has  not  been  shipped.  Any  such  payment  shall  be  made  at  the  price,  less  the  cur- 
rent rate  of  freight  and  dockage  per  ton  for  the  transportation  of  said  ore  from  the 
mines  to  docks  for  the  year  in  which  such  payment  is  made,  hereinafter  provided  for 
ere  which  shall  average  59  per  cent  metallic  iron  for  the  year  in  which  such  payment 
is  made.  For  any  such  payment  the  lessee  shall  have  credit  in  any  subsequent  year 
when  more  than  the  minimum  for  such  subsequent  year  shall  be  mined  and  shipped 
at  the  prices,  less  80  cents  per  ton,  hereinafter  provided  for  the  year  in  which  such 
payment  is  made  for  tlie  grade  or  grades  of  ore  so  shipped  and  upon  which  such 
pajfment  is  applied. 

If  it  is  found  impossible  economically  to  produce  750,000  tons  during  the  year  1907 
by  reason  of  the  mines  not  being  sufficiently  developed,  the  lessee  shall  be  relieved 
of  that  portion  of  the  minimum  represented  by  the  deficiency,  which  shall  be  added 
to  the  aggregate  minimum  to  be  the  prices  in  the  years  1908  to  1916,  inclusive,  and 


3250  UNITED  STATES  STEEL,   COEPOEATIOK. 

the  prices  for  such  deficiency  shall  be  those  hereinafter  provided  for  the  year  or  years 
in  which  the  same  shall  be  shipped. 

The  word  "ton,"  wherever  used  herein,  is  understood  to  mean  the  long  ton  of 
2,240  pounds  avoirdupois. 

Where  ore  shall  be  weighed  by  the  railroad  company  transporting  the  same  and  the 
trustees  and  the  lessees  shall  each  have  the  right  to  be  represented  at  all  such  weighings, 
the  lessors  shall  cause  the  said  railroad  companies  transporting  the  same  to  furnish 
the  lessee  the  weights  of  all  ores  transported  over  its  lines  in  the  usual  and  customary 
manner  in  which  it  furnishes  its  statements  of  weights  to  ore  shippers  over  its  lines: 
and  the  said  railroad  company  shall  make  certificate  thereto,  giving  the  number  and 
weight  of  each  car,  in  order  that  the  lessee  may  determine  the  weights  of  each  grade 
of  ore  shipped  by  it.  The  said  certificate  or  statement,  in  writing,  of  the  agent  of 
the  railroad  company  transporting  said  ore  shall  be  accepted  as  prima  facie  evidence 
of  the  correct  weight  and  that  the  railroad  company  has  received  said  ore  for  trans- 
portation, and  shall  be  prima  facie  evidence  in  any  suit  at  law  or  in  equity  in  any 
controversy  between  the  parties  hereto  before  any  court,  reference,  or  arbitration. 

Article  V, 

All  ore  mined  by  the  lessee  from  the  demised  lands  shall  be  loaded  and  delivered 
on  cars  which  the  lessors  shall  and  will  cause  the  Great  Northern  Railway  Co.  to 
furnish,  upon  reasonable  notice,  and  at  a  convenient  place  at  or  near  each  mine;  and 
the  said  lessors  shall  and  will  cause  a  railway  company  to  haul  such  ore  to  the  docks 
to  be  furnished,  kept  in  repair,  and  operated  by  or  for  said  Great  Northern  Railway 
Co.,  at  Superior,  in  the  State  of  Wisconsin,  and  will  there  assort  the  same  as  directed 
by  the  le38ee  and  deliver  the  same  to  the  vessels  to  be  furnished  by  the  lessee;  or, 
the  said  railway  company  will,  whenever  so  directed  by  the  lessee,  deliver  such  ore 
at  said  Superior  to  any  railway  company  furnishing  cars  to  carry  the  same. 

The  lessors  or  the  trustees  shall  pay  the  railway  company  all  its  charges  for  such 
transportation  services,  docking,  assorting,  and  delivering  the  ore  to  steamships  at 
Superior,  or  to  connecting  railways  at  Superior,  as  the  lessee  shall  elect,  and  shall 
protect  the  lessee  from  any  and  all  charges  or  liability  therefor,  it  being  the  agree- 
ment of  the  parties  that  the  total  royalty  hereinafter  provided  for  includes  all  charges 
for  such  transportation,  assorting,  docking,  and  delivering  the  ore  as  herein  agreed. 

The  lessee  will  provide  at  all  times  during  the  season  of  navigation,  at  such  docks 
sufficient  vessels  ready  to  receive  all  ore  so  carried  thereto  by  said  raiway  company 
upon  the  arrival  of  such  ore  thereat,  or  within  reasonable  time  thereafter,  and  in  no 
case  shall  the  lessee  be  entitled  to  have  more  than  250,000  tons  stored  on  said  docks 
or  in  the  cars  of  said  railway  company  for  more  than  five  days  at  any  time. 

Whenever  the  lessee  proposes  to  open  and  operate  any  mine  or  mines  on  any  of  the 
said  demised  lands,  the  lessors  shall,  after  being  notified  in  writing,  cau^e  the  Great 
Northern  Railway  Co.,  at  the  expense  of  the  lessors  or  said  railway  company,  to 
promptly  construct  all  necessary  tracks  proper  and  convenient  for  delivering  said  cars 
to  the  said  lessee  to  be  loaded  by  it  at  such  mine  or  mines,  and  receiving  from  the 
lessee  such  cars  when  loaded;  and  to  change  the  location,  or  move  the  said  tracks, 
from  time  to  time,  if  necessary,  and  when  necessary  to  mine  the  ore  in  any  of  said 
parrels  of  lands  to  remove  any  track  which  may  hereafter  be  constructed  by  the 
Great  Northern  Railway  Co.  over  said  ore  bodies;  and  to  furnish  adequate  equipments 
and  facilities  for  receiving,  transporting,  and  docking  all  the  ores  to  be  mined  Dy  the 
lessee,  subject  to  the  limitations  above  stated  in  this  article.  But  the  lessors  shall 
not  be  required  to  construct  tracks  into  any  open-pit  mine. 

If  such  tracks,  equipment,  or  facilities  are  not  furnished  promptly,  and  the  lessors 
afe  in  default  after  reasonable  notice,  in  writing,  to  the  trustees,  then  the  lessee  shall 
have  the  right  to  furnish  the  same,  or  cause  the  same  to  be  furnished  in  its  interest, 
for  such  transportation,  and  shall  be  relieved  while  the  default  continues,  to  the  extent 
of  the  ore  from  the  particular  mine  or  mines,  from  delivering  the  same  to  the  Great 
Northern  Railway  Co.  for  transportation,  and  the  royalty  on  the  ore  not  transported 
by  the  Great  Northern  Railway  Co.  shall  be  reduced  80  cents  per  ton:  Provided,  how- 
ever, That  the  lessee  shall  have  the  right  to  require  the  construction  of  any  railway 
tracks  to  be  done  during  the  months  of  January,  February,  March,  or  April;  nor  shall 
the  lassors  be  required  to  furnish,  or  cause  to  be  furnished,  tracks  or  facilities  in  any 
year  for  transporting  or  delivering  a  greater  tonnage  than  the  minimum  herein  fixed 
for  such  year,  except  upon  reasonable  notice  in  writing  first  given  by  the  lessee  to 
the  trustees. 

It  is  further  agreed  that  where  it  shall  be  more  convenient  for  the  lessee  to  ship  any 
ore,  mined  on  leased  premises,  over  any  other  raihoad  than  that  of  the  Great  Northern 
Railway  Co.,  the  lessee  may  make  such  shipment  in  any  year  upon  condition  that  the 
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lessee  will,  and  it  agrees  that  it  will,  replace  such  diverted  tonnage  with  an  equal 
amount  of  ore  from  mines  not  leased  hereunder,  during  the  same  year  and  as  near 
concurrently  with  such  diversions  as  can  be  done  in  ordmary  mining  operations;  and 
the  leasee  may  also  use,  to  replace  such  diverted  tonnage,  one-half  of  the  ore  mined  on 
the  lands  known  as  the  "Walker  land,"  described  in  this  lease,  an  undivided  one-half 
of  which  said  Walker  lands  is  owned  by  the ■ — ■ Co.,  one  of  the  lessors  here- 
under; and  the  other  undivided  one-half  thereof  being  owned  by  the  Lorain  Iron 
Mining  Co.,  it  being  the  intention  of  this  agreement  that,  so  far  as  the  lessors  are  con- 
cerned, the  lessee  or  the  said  Lorain  Iron  Mining  Co.  shall  and  may  transport  one-half 
of  all  the  ores  mined  on  said  Walker  lands  over  any  line  of  railroad  it  shall  select. 

Article  VI. 

For  each  ton  of  ore  mined,  transported,  assorted,  docked,  and  delivered  at  Superior, 
as  provided  in  Article  V  hereof,  during  the  year  1907,  from  any  of  the  parcels  demised 
by  this  lease,  the  lessee  shall  pay  to  the  trustees,  as  royalty  and  full  payment,  the  price 
set  down  in  the  following  schedule,  according  to  the  percentage  or  fraction  thereof  of 
metallic  iron  in  such  ore,  as  determined  by  the  analysis  as  hereinbefore  provided  in 
Article  III  hereof — that  is  to  say: 

f  iPer  ton. 
47  per  cent  iron $1. 1680 

50  per  cent  iron 1.  2162 

51  per  cent  iron 1.  2644 

52  per  cent  iron 1.  3126 

53  per  cent  iron 1.  3608 

54  per  cent  iron 1. 4090 

55  per  cent  iron. . '. 1.  4572 

56  per  cent  iron 1. 5054 

67  per  cent  iron 1. 5536 

58  per  cent  iron 1.  6018 

59  per  cent  iron 1.  6500 

60  per  cent  iron 1.  6982 

61  per  cent  iron 1.  7464 

62  per  cent  iron 1.  7946 

63  per  cent  iron 1.  8428 

64  per  cent  iron 1.  8910 

65  per  cent  ii-on 1.  9392 

66  per  cent  iron '. 1.  9874 

In  determining  the  foregoing  price,  fractional  percentages  of  metallic  iron  shall  be 
included  and  adjusted  on  the  basis  of  the  coramon  increment  of  4.82  cents  between 
the  foregoing  percentages  or  units  of  metallic  iron. 

The  prices  of  ore  mined,  transported,  assorted,  docked,  and  delivered  in  the  year 
1908  shall  be  3.4  cents  per  ton  added  to  each  of  the  prices  of  the  last  preceding  year. 

All  payments  herein  required  to  be  made  by  the  lessee  to  the  lessors  shall  be  made  to 
the  trustees  at  St.  Paul,  Minn.,  who  are  hereby  irrevocably  designated  as  the  agent  of 
each  and  all  of  the  said  lessors,  parties  of  the  first  part  hereto,  and  authorized  to  receive 
all  such  payments  and  sign  and  deliver  vouchers  therefor;  and  the  lessee  is  not  and 
shall  not  be  required  to  see  that  the  moneys  so  paid  are  received  by  the  lessors,  but  may 
depend  upon  die  receipts  and  vouchers  signed  by  the  trustees  or  in  theii'  names  by  any 
one  or  more  of  them  as  fully  as  if  signed  by  the  lessors. 

Said  payments  shall  be  made  on  the  20tii  days  of  April,  July,  October,  and  January 
of  each  year  for  all  ore  delivered  to  the  lessee  at  Superior,  as  hereinbefore  provided, 
during  the  preceding  three  calendar  months;  and  any  payment  by  way  of  minimum 
for  ore  not  mined  and  shipped  shall  be  made  on  the  20th  day  of  January  in  each  year. 

Should  the  lessee  desire  to  mine  and  ship  ore  running  less  than  49  per  cent  in  iron,  it 
may  do  so  by  paying  therefor  $1.10  a  ton,  delivered  at  Superior,  as  provided  by  this 
article;  and  such  shipment  shall  apply  on  the  agreed  yearly  minimum:  Provided,  how- 
ever, That  as  to  the  ores  mined  and  shipped  from  any  lands  covered  by  any  of  the  said 
underlying  leases,  if  the  rate  of  royalty  thereof  shall  be  greater  than  30  cents  per  ton, 
said  $1.10  per  ton  shall  be  increased  as  to  such  ores  by  the  amount  of  such  excess  over 
30  cents. 

(■.'^Except  where  ores  of  different  grades  are  so  located  in  the  ground  as  to  render  inter- 
mingling thereof  necessary  in  mining,  ores  grading  less  than  49  per  cent  in  metallic 
iron  shall  not  be  mingled  with  ores  grading  49  per  cent  or  over  in  metallic  iron  so  as 
to  reduce  the  grade  of  the  latter;_  nor  shall  ores  of  any  grade  equal  to  or  in  excess  of 
49  per  cent  in  metallic  iron  be  mingled  with  any  ores  of  a  lower  grade  so  as  to  reduce 
the  grade  of  the  former;  so  far  as  practicable  in  mining,  said  grades  of  ores  of  49  per 
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cent  and  over  in  metallic  iron  and  of  ores  of  less  than  49  per  cent  in  metallic  iron 
shall  be  kept  separate  until  after  the  proper  analysis,  treatment,  shipment,  and  weigh- 
ing by  the  railroad  transporting  the  same. 

As  to  the  so-called  Walker  lands,  described  in  subdivision of  this 

lease,  it  ia  expressly  agreed  that  the  provisions  of  this  lease  shall  only  apply  to  the 
undivided  one-half  of  3ie  ore  in  the  said  Walker  lands,  and  the  royalties  on  said  ore 
mined  from  said  lands  are  to  be  paid  on  only  one-half  of  the  ore  mined  from  said  land, 
and  that  only  one-half  of  said  ore  is  to  be  delivered  to  the  Great  Northern  Railway  Co. 
for  transportetion.  As  to  every  other  interest  in  lands  less  than  the  whole  leased 
hereby,  royalties  hereunder  on  ores  mined  therefrom  shall  be  paid  and  deliveries 
of  such  ores  to  the  Great  Northern  Railway  Co.  shall  be  made  in  the  ratio  which  each 
such  interest  bears  to  the  whole. 

Article  VII. 

The  parties  hereto  realize  that  the  merchantable  ore  bodies  containing  49  per  cent 
or  over  of  metallic  iron,  as  well  as  the  nonmerchantable  ore  bodies  containing  said  per- 
centage of  iron,  which  can  be  advantageously  made  merchantable  in  the  manner  pro- 
videcf  in  Article  III  hereof,  now  existing  in  some  of  the  parcels  of  land  hereby  demised 
and  covered  by  the  underlying  leases,  may  be  exhausted  long  before  the  expiration  of 
the  term  of  this  lease  as  to  such  parcel  or  parcels,  and  that  it  is  to  the  interest  of  both 
parties  to  eliminate  from  this  lease  any  parcel  of  land  upon  which  said  merchantable 
ore  bodies  may  be  so  exhausted  as  soon  as  such  ore  bodies  are  exhausted,  to  the  end 
that  the  lessor  holding  said  underlying  leases  may  surrender  the  same,  and  thereby 
tenninate  any  ground  rent  or  annual  minimum  royalties  reserved  in  such  lease  or 
leases. 

Therefore,  if  the  paities  hereto  can  not  agree  when  the  merchantable  ore  bodies  con- 
taining 49  per  cent  or  over  in  units  of  metallic  iron,  as  well  as  the  nonmerchantable  ore 
bodies  containing  said  percentage  of  iron  oie,  which  can'  advantageously  be  made 
merchantable,  as  provided  in  Article  III  hereof,  has  been  exhausted  in  any  parcel  or 
parcels,  the  same  shall  be  arbitrated,  before  competent  mining  engineers,  in  the  man- 
ner provided  for  the  arbitration  of  other  questions  herein;  and  their  report,  when  made 
and  filed,  shall  be  final  and  conclusive  between  the  parties  hereto.  It  the  said  report 
shows  that  the  said  merchantable  ore  body  has  been  practically  exhausted  in  any  such 
parcel  oi  parcels  of  land,  the  lessee  shall  duly  execute,  acknowledge,  and  deliver  to 
the  lessor  a  good  and  sufficient  release  from  this  lease  of  such  premises  so  declared  to 
be  exhausted  as  aforesaid,  and  thereupon  the  leasee  shall  be  released  from  all  liability 
hereunder  as  to  the  premises  so  sun-endered:  Provided,  That  upon  such  surrender  it 
shall  duly  pay  all  royalty  for  ore  mined  on  said  piemises,  taxes,  and  assessments  there- 
tofore accrued  or  assessed,  or  that  may  theieafter  accrue  on  account  of  ore  theretofore 
removed,  or  for  annual  minimum  royalties,  or  other  payments  theretofore  accruing 
under  this  lease,  and  which  the  lessee  is  bound  by  the  terms  of  this  lease  to  pay,  and: 
Provided  further,  That  if  the  lessee  shall  elect  to  mine  and  remove  any  ore  less  uian  49 
per  cent  under  the  terms  of  this  lease,  it  shall  not  be  compelled  to  surrender  said 
property  until  all  the  ore  which  it  shall  so  elect  to  mine  and  remove  shall  have  been 
removed  fiom  said  premises. 

If  at  any  time  the  lessee  shall  claim  the  merchantable  ore  bodies  which  it  is  obli- 
gated to  mine  and  remove  under  this  lease  have  been  practically  exhausted  in  any 
parcel  of  land  not  covered  by  said  underlying  leases,  it  shall  have  the  option  to 
release  the  said  premises  from  the  terms  of  this  lease  upon  serving  a  written  notice 
upon  the  trustees  stating  that  the  ore  body  which  it  is  obligated  under  the  terms  of 
this  lease  to  remove  has  been  practically  exhausted.  If  the  parties  can  not  thereupon 
agree  as  to  whether  said  bodies  have  been  so  exhausted,  the  same  shall  be  arbitrated 
in  the  same  manner  as  provided  for  arbitration  as  to  the  exhaustion  of  the  ore  bodies 
contained  in  the  premises  covered  by  said  underlying  leases,  and  the  lessee  shall 
release  the  said  premises  in  the  manner  as  hereinbefore  provided. 

Save  as  aforesaid,  the  lessee  shall  not  have  power  to  terminate  this  lease  as  to  any 
one  or  more  parcels  hereby  demised,  except  by  the  surrender  of  the  entire  lease  as 
hereinafter  provided. 

Abticle  VIII. 

As  to  Hie  lands  hefeby  held  under  said  underlying  leases,  some  of  them  being  for 
short,  unexpired  terms,  it  is  essential,  and  the  lessee  so  agrees,  that  it  will  so  operate 
the  mine  or  mines  upon  each  of  the  parcels  of  land  held  under  said  underlying  leases 
that  the  bodies  of  merchantable  ores  therein  or  thereon,  as  defined  by  this  lease,  will 
be  substantially  exhausted  during  the  term  for  which  each  of  said  parcels  is  so  respec- 
tively demised;  and,  if  the  lessee  fails  to  so  exhaust  the  said  mines  ^^-ithin  said  time, 
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it  shall  as  liquidated  damages  pay  the  lessor  for  all  merchantable  iron  ore,  as  defined 
by  this  lease,  remaining  in  said  parcel  at  one-half  the  rates  of  royalty  provided  for  in 
this  contract  for  the  year  in  which  the  lease  of  such  parcel  shall  expire.  The  quantity 
and  quality  of  such  ores  remaining  in  any  such  mine  shall  be  determined  in  the  man- 
ner and  by  the  usual  methods  for  the  time  being  employed  upon  the  Meaabi  Range 
in  Minnesota;  and,  if  the  parties  hereto  are  unable  to  agree  in  respect  to  such  quantity 
or  quality,  the  matter  in  dispute  shall  be  submitted  to  arbitrament  and  be  determined 
in  the  manner  hereinafter  provided  for  general  arbitration. 


Trustees  Great  Northern  iron  ore  properties  receipts  and  disbursements  for  the  year  1911 . 

HECEIPTS. 

Dividends  on  stock: 

AUouez  Bay  Dock  Co $1, 000, 000.  00 

Duluth  Superior  &  Western  Terminal  Co 100, 000.  00 

Jackson  Iron  Mining  Co '. 230, 000.  90 

Polk  Iron  Mining  Co 130, 000.  00 

Tyler  Iron  Mining  Co 30, 000. 00 

Leonard  Iron  Mining  Co 305, 000.  00 

North  Star  Iron  Co 270, 434.  00 

West  Missabe  Land  Co.  (Ltd.) 300, 000.  00 

Total  dividends 2,365,434.00 

Interest 11, 993. 45 

Exchange 12.  50 

Total  receipts , 2,377,439.95 

DISBURSEMENTS . 

Administration  of  the  trust: 

Salaries 59,  SIL  34 

Expenses 28,686.49 

Total 88,197.83 

Distributions  to  holders  of  certificates  of  beneficial  interest:  No.  7,  of 

Mar.  15,  1911,  of  50  cents  per  share 750, 000.  00 

Total  disbursements ." 838,197.83 

Excess  of  receipts  over  disbursements  for  the  year 1,  539,  242. 12 

Balance  of  undistributed  income,  Dec.  31,  1910 32,  830.  94 

Balance  of  undistributed  income,  Dec.  31,  1911 1,  572,  073.  06 


Trustees  Great  Northern  iron  ore  properties  receipts  and  disbursements  from  Dec.  7,  1906, 

to  Dec.  31,  1911. 

BECEIPTS. 

Dividends  on  stocks: 

Allouez  Bay  Dock  Co $5,160,000.00 

Duluth  Superior  &  Western  Terminal  Co 580, 000.  00 

Jackson  Iron  Mining  Co 340, 000. 00 

Polk  Iron  Mining  Co 390,000.00 

Tyler  Iron  Mining  Co 30, 000.  00 

Leonard  Iron  Mining  Co 587,  500.  00 

North  Star  Iron  Co 270,434.00 

West  Missabe  Land  Co.  (Ltd.) 2, 067, 500. 00 

Total  dividends 9, 425, 434. 00 

Interest 20,929.61 

Exchange 12.  50 

Total  receipts 9, 446, 376. 11 
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DISBURSEMENTS. 

Administration  of  the  trust: 

Salaries $310,012.15 

Expenses 64,290.90 

Total 374,  303. 05 

•         Distribution  to  holders  of  certificates  of  beneficial  interest. 


Date  paid. 

Amount 
per  share. 

Amount. 

No  1 

Sept.  16, 1907 
Mar.   16,1908 
Sept.  15, 1909 
Mar.  15,1910 
Sept.  15, 1910 
Dec.     1, 1910 
Mar.   15,1911 

$1.00 
1.00 
1.00 
.60 
.50 
.50 
.50 

$1,600,000.00 

No.  2                                                  

1,500,000.00 

No.  3 

1,500,000.00 

750,000.00 

No  6                                                                           

750,000.00 

No.  6  .                 

760,000.00 

No.  7                                                       

750,000.00 

7,600,000.00 

Total  disbursements ?7,  874, 303. 05 

Balance  of  undistributed  income  Dec.  31,  1911 1,572,073.06 


Table  A. — Shipments  and  revenue  under  "old  leases.' 


Year. 

Tons 
mined. 

Average 
royalty. 

Revenue. 

1907                     

2,902,880 
1,294,970 
2,964,051 
2,993,893 
1,758,182 

Cents. 
13. 9940 
19. 1548 
14. 9664 
16. 2002 
17.3625 

$406,229.66 

1908                                                                   

248,060.37 

1909                         

443,611.21 

1910                                                               

466,078.47 

1911              

306,089.00 

11,913,982 

1,868,058.61 

Minimums  receivable  under  "old  leases." 


Mine. 

Annual 
min.  tons. 

Royalty 
rate. 

Minimum 
royalty. 

300,000 
200,000 
100,000 
75,000 
37,500 

Cents. 
27i-124 
20  -124 
20  -124 
36 
26 

182,600.00 

40,000.00 

20,000.00 

27,000.00 

9,376.00 

712,600 

178,875.00 

Royalty  rates  under  leases  on  the  Mahoning,  Stevenson,  and  Utica  mines  are  on  a 
sliding  scale,  according  to  amount  of  annual  shipments.  The  Mahoning  obtains  the 
minimum  rate  named  on  an  output  in  any  one  year  of  1, .500,000  tons,  the  Stevenson 
and  Utica  on  an  output  of  500,000  tons,  respectively.  The  interest  of  "the  com- 
panies" in  the  Leetonia  and  Sweeney  mines  and  in  40  acres  in  the  Stevenson  mine 
is  an  undivided  one-half.  The  annual  minimum  tonnages  in  these  mines,  as  above 
stated,  show  the  one-half  interest  of  "the  companies"  only.  All  of  these  mines 
have  been  opened  and  are  regular  shippers  except  the  Sweeney. 
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Table  B. — Operations  under  Great  Western  Mining  Co.  lease. 


Year. 


1907. 
1908. 
1909. 
1910. 
1910. 
1911. 
1911. 


Tons 
shipped. 


137,270 

508 

41,624 

2,046,970 

106,007 

5,344,078 

155,681 


7,670,450 
261,688 


Average 

per  cent 

iron. 


68. 7641 
65. 1498 
56.  4001 
56. 9633 

-49.0000 
58. 2148 

-49.  OOOO 


57.-8769 
-49. 0000 


Average 
royalty.' 


SO.  838726 
1. 189295 
.  792687 
.  853830 
.  300000 
.  946308 
. 300000 


.917818 
.  300000 


7,832,138 

Interest  earned  on  unapportioned  minimums. 
Total  royalty  and  freight,  as  above 


Royalty  re- 
ceived, in- 
cluding 
freight. 


$226,020.07 

1,005.95 

32,994.90 

2,854,379.52 

110,378.95 

2  8,591,830.70 

165, 450. 51 


11,705,231.04 
265,829.46 


11,971,060.50 


Deficiency  minimum  royalty. 


Tons. 


1,499,492 

2,208,376 

847,024 


Rate.       Amount. 


88.4 
91.8 
95.2 


Grand  total  receipts  from  Great  Western  Mining  Co.,  with  interest  earnings.. 


$1,325,560.97 

2,027,289.07 

806,366.48 


1,325,560.97 
< 140, 502. 05 


2,693,163-.50 


166,184.24 
11,971,060.50 


14,820,398.24 


1  The  schedule  price  of  ore  shipped  by  the  Great  Western  Mming  Co.,  when  hauled  by  the  Great  Northern 
Railway  Co.,  includes  delivery  at  Lake  Superior,  the  rail  freight  being  paid  by  the  lessor  companies.  This 
freight  has  been  80  cents  per  ton,  but  on  Dec.  1, 1911,  was  reduced  to  60  cents  per  ton.  No  ore  was  shipped 
durmg  the  month  of  December,  1911.  For  convenience,  the  royalty  rates  above  shown  are  net  rates— 
that  is,  the  royalty  rate  after  deduction  of  freight. 

2  This  amount  includes,  in  addition  to  payments  at  the  regular  schedule  rates  for  the  required  minimum 
shipments  for  the  year  1911,  the  entire  amount  of  the  1908  de^oiency  minimum  and  a  portion  of  the  1909 
deflcienoy  minimum  payments,  which  were  absorbed  by  shipments  of  the  Great  Western  Mining  Co.  dur- 
ing 1911,  as  shown  by  P)  and  (<),  together  with  $154,187.49  mterest  earned  thereon. 

3 1908  deficiency  minimum,  absorbed  by  shipments. 

*  Portion  of  1909  deficiency  minimum,  absorbed  by  shipments. 


